Intangible Assets and the Reshaping of Competition & Growth

Non-technical research statement

Idea-based, or intangible assets, have proliferated over the past 40 years, and are now a primary
driver of firm success. In contrast to tangible assets, like land, factories or machines, which cannot
simultaneously be used by multiple firms, ideas are easily shared, improved and adapted into
different contexts. This non-rivalrous nature of ideas means that to maintain a competitive edge
and succeed, firms must develop and protect their innovative ideas from being copied by others.
Consequently, the nature of competition and investment incentives across firms and individuals
has changed dramatically over this time. Despite the pervasive and well-documented changes in
economic activity including the decline in productivity growth across the developed economies,
policy makers and academics are still grappling with the appropriate frameworks to evaluate the
net effects and guide policy reforms.

My research aims to address this gap in our understanding by examining the distinctive channels
through which intangible assets reshape competition and investment incentives on the individual
and aggregate level. In order to address these questions and guide policy discussions, I combine
both empirical and theoretical methodologies to elucidate potential channels, credibly empirically
validate that these channels are operative at the individual economic agent level, and quantitatively
assess how these potentially heterogeneous individual effects aggregate into a net effect for the
entire economy. The advantages of this approach are that it transparently isolates and quantifies
the importance of various channels that intangibles may affect economic behaviour, and allows for
the exploration of the net effects of various untested counterfactual policies on the economy. The
challenge of this approach is that it requires significant upfront costs in model development, data
construction as well as high computational burden to solve, estimate and simulate the models with
rich heterogeneity in actors.

To date, I have examined a number of distinct channels through intangible assets have re-
shaped economic activity, including: (i) changes in the enforcement of intellectual property and its
contribution to the explosion in firm patenting and litigation, (ii) changes to the opacity of firm
investment and operations and its contribution to both the decline of public stock market listings
and rise in chief executive officer (CEO) pay, (iii) changes to the scalability and transferability of
productivity across firm business lines and its ties to the global merger & acquisitions (M&A) boom,
and (iv) changes in the retention of knowledge spillovers through privatized licensing contracts and
its ties to growing inequality in economic rents across firms and countries. Going forward, I will
continue to further hone in on these and other channels through which intangible asset proliferation
may have contributed to pressing global economic issues and inform discussions on how institutions
should best adapt to the evolving economic landscape.



