The Economics of Superstar Firms
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Background

* The decline in the labor share is common in many countries for decades.

« Traditional explanations: decline in the relative price of capital, international trade and
outsourcing, and weakening of labor market institutions.

« Existing empirical assessments typically rely on industry or macro data, obscuring
heterogeneity among firms.

 Contribution
* Provide microeconomic evidence on the evolution of labor shares at the firm level.

* Formalize a “superstar firm” model of the labor share change.

« Present a substantial body of evidence and clear facts from the past 30 years.



Superstar Firm Model

e Demand Structure
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Superstar Firm Model

* Entry, pricing and markups
* Fixed cost to entry: K, random productivity z distribution with pde(g)
* Unit cost: c=1/z

« Firms choose p,, to maximize the profit (p,, — c) ¢(po,)
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Superstar Firm Model

* Firm and industry level results
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Superstar Firm Model

* Proposition and Discussion

« Large frms will have lower labor shares.

* Tougher markets (lower c*) shift the labor share distribution leftward in log-convex cases
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Superstar Firm Model

10 # Parameters
11 N_FIRMS <- 1000

() Si m u Iatio n 12 MARKET_SIZE <- 100

13 WAGE <- 1
14 ALPHA <- 2
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18 P_BAR <- 10
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19
20 # Superstar firm model class equivalent in R
21 SuperstarFirmModel <- list( Proposition 3: Effect of Market Toughness on Aggregate Labor Share
Depends on the Shape of Productivity Distribution
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Data and Variable

* Data

« US. Economic Census, which is conducted every five years and surveys all
establishments in selected sectors based on their current economic activity.

« 1982-2012 for six large sectors: manufacturing, retail trade, wholesale trade, services,
utilities and transportation, and finance.

* Industry-level panel data set covering OECD countries since 1980.

» Key Variable
* Labor share=salary/value added (or sales value for non-manufacture industry)
* Industry Concentration: CR4, CR20, and HHI (Sales/employment)

 Markup: Estimated by Production Function
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Prediction of the model

(1) Industry sales will increasingly concentrate in a small number of firms
(2) Industries where concentration rises most will have the largest declines in the labor share

(3) The fall in the labor share will be driven largely by reallocation rather than a fall in the
unweighted mean labor share across all firms

(4) Between-firm reallocation component of the fall in the labor share will be greatest in the sectors
with the largest increases in market concentration

(5) The industries that are becoming more concentrated will exhibit faster growth of productivity
(6) The aggregate markup will rise more than the typical firm’s markup

(7) These patterns should be observed not only in U.S. firms but also internationally



Empirical tests of the prediction

» Superstar rises, labor share falls

Industries where concentration rose the most were those where the labor share fell by the most.

TABLE II
INDUSTRY-LEVEL REGRESSIONS OF CHANGE IN SHARE OF LABOR ON CHANGE IN CONCENTRATION, MANUFACTURING

5-year changes 10-year changes
CR4 CR20 HHI CR4 CR20 HHI
(1) (2) (3) (4) (5) (6)
1 Baseline —0.148** —0.228*** -0.213** —0.132*** —0.1563*** —-0.165*
(0.036) (0.043) (0.085) (0.040) (0.055) (0.093)

2 Compensation share —-0.177*** -0.266*** —0.256** —0.139*** —-0.151* -0.183

of value added (0.045) (0.056) (0.110) (0.053) (0.071) (0.125)
O n |y man Ufa Ct ure | N d u Str'y 3 Deduct service intermediates —0.339* —0.514*** —0.502*++ —0.261%* —0.353++ —0.303
from value added in labor share (0.064) (0.074) (0.175) (0.056) (0.065) (0.275)

4 Value added-based —0.219** —0.337*** -0.320*** —0.210*** —0.251*** —0.289**
concentration (0.028) (0.045) (0.060) (0.037) (0.054) (0.075)

5 Industry trends —0.172*** —0.290*** —-0.243** —0.196*** —0.240*** -0.220*
(four-digit dummies) (0.043) (0.047) (0.100) (0.059) (0.088) (0.128)

AS i = ﬁ ACONC jt + Tt 4+ u jt  61992-2012 subperiod ~0.187* ~0.309* ~0.261*
(0.043) (0.061) (0.102)

7 Including imports —0.163*** —0.285*** —0.233**
(1992-2012) (0.036) (0.052) (0.089)
Coefficient on 18.809*** 20.467*** 20.957***
A (imports/value added) (3.027) (3.213) (3.187)

8 Control for initial capital/ —0.146 —0.231*+ —0.214** —0.122%+* —0.148*+ -0.161*
value added (0.035) (0.042) (0.084) (0.040) (0.053) (0.092)
Coefficient on initial —1.242** —1.295*** —-1.278** —2.535%** —2.648*** —2.669**
capital/value added (0.308) (0.324) (0.292) (0.595) (0.598) (0.563)

9 Employment-based 0.036 0.024 0.160** 0.018 0.029 0.082
concentration measure (0.036) (0.033) (0.075) (0.035) (0.040) (0.083)

Notes. N = 2,328 (388 industries x 6 five-year periods) in columns (1)-(3) (except N = 1,552 in rows 6 and 7) and N = 1,164 (388 industries x 3 10-year periods) in columns (4)-(6).
Each cell displays the coefficient from a separate OLS industry-level regression of the change in labor share on period fixed effects and the change in the concentration measure
indicated at the top of each column. Industries are weighted by their total value added in the initial year, and standard errors in parentheses are clustered by four-digit industries.
The models in rows 2 and 3 replace the baseline outcome variable (the change in payroll divided by value added) with the ratio of total compensation to value added, and payroll to
value added net of intermediate services, respectively. Row 4 replaces the baseline regressor (the change in sales concentration) with the change in concentration of value added,
and row 9 uses concentration measures based on employment. Row 5 augments the baseline model with a full set of four-digit industry dummies, and thus controls for linear time
trends in each industry. Rows 7 and 8, respectively, extend the baseline specification with controls for the change in the ratio of imports to value added, and the initial level of capital
to value added. Since the import measure is only available since 1992, the row (7) model is estimated only for five-year changes during the 1992-2012 period, while row 6 indicates
estimates from the baseline regression for this shorter period. * p < .10,** p < .05,*** p < .01.




Empirical tests of the prediction

* Rising Concentration Correlates with Falling Labor Shares 2

TABLE III

INDUSTRY REGRESSIONS OF THE CHANGE IN THE PAYROLL-TO-SALES RATIO ON THE
CHANGE IN CONCENTRATION, DIFFERENT SECTORS

Stacked 5-year changes Stacked 10-year changes
CR4 CR20 HHI CR4 CR20 HHI
6 different sectors | il S - ol .
1 Manufacturing —0.062** —0.077** —0.112** —0.035 —-0.034  —0.088**
n=2,328; 1,164 (0.013)  (0.025) (0.026) (0.021) (0.033)  (0.037)
2 Retalil —0.034* —-0.084* —-0.041 —0.043* —-0.067* —0.068***
n = 348; 174 (0.020)  (0.037) (0.025) (0.018) (0.029)  (0.023)
3 Wholesale —0.038"* —0.040** —-0.084** —-0.037* —-0.036* —0.064
n = 336; 168 (0.014) (0.017) (0.041) (0.018) (0.019)  (0.048)
4 Services —0.091 —-0.128*** —0.350** —0.093 —0.137** —0.377*
n = 570; 258 (0.057)  (0.039) (0.084) (0.070) (0.042)  (0.156)
5 Utilities/Transport —0.110** —0.111** —0.320*** —0.064 —0.096** —0.226**
n = 144; 48 (0.031)  (0.050) (0.082) (0.044) (0.038)  (0.098)
6 Finance —0.221* —0.252** —0.567* —0.236** —0.274*** —0.723*
n = 124; 62 (0.084)  (0.091) (0.208) (0.095) (0.084)  (0.295)
7 Combined —0.077* —0.088*** —0.150*** —0.060** —0.076"** —0.118***

n = 3,850; 1,901 (0.017)  (0.022) (0.028) (0.018) (0.023) (0.032) 15




Empirical tests of the prediction

 Between-Firm Reallocation Drives the Fall in the Labor Share

1982 - 1997 1997 - 2012
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Empirical tests of the prediction

 Between-Firm Reallocation Drives the Fall in the Labor Share
TABLE IV

DECOMPOSITIONS OF THE CHANGE IN THE LABOR SHARE, MANUFACTURING

A Un-
weighted Survivor
mean of re-
survivors allocation Exit Entry Total

(1) (2) 3) (4) (5)

Panel A: Payroll share of value added

1982-1987 -3.03 —1.75 —0.59 0.86 —4.52
1987-1992 2.60 —5.26 —0.90 0.98 —2.58
1992-1997 —2.08 —1.24 —0.89 0.89 —3.32
1997-2002 0.00 -0.76 —1.00 0.69 —1.08
20022007 -3.06 —1.53 —1.12 .23 —4.48
2007-2012 2.64 —2.61 —0.63 0.51 —0.09
19822012 -2.93 —13.15 —5.14 5.15 —16.07
Panel B: Compensation share of yalue added
1982-1987 —0.78 —5.66 —0.47 0.98 —5.93
1987-1992 3.73 —5.69 —1.00 1.05 -1.91
1992-1997 —2.78 —1.90 —0.93 0.97 —4.64
1997-2002 —2.07 16 —1.09 0.79 —1.25
20022007 1.26 —6.21 —1.20 1.65 —4.60
2007-2012 0.40 —0.32 —0.77 0.53 —0.15

1982-2012 —-0.24 —18.67 —5.46 5.89 —18.48 17




Empirical tests of the prediction
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Empirical tests of the prediction

» Between-Firm Reallocation Is Strongest in Concentrating Industries 4

Panel A: Manufacturing Panel B: Retail Trade
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Empirical tests of the prediction

» Rising concentration is more prevalent in dynamic industries that exhibit faster technological progress 5

CHARACTERISTICS OF CONCENTRATING INDUSTRIES

CHARACTERISTICS OF CONCENTRATING INDUSTRIES

CR4 CR20 HHI
CR4 CR20 HHI (1) (2) (3)
(1) (2) (3)
Panel B: All sectors
Panel A: Manufacturing only 7 Manufacturing 0.125%** 0.067%** 0.069***
1 Patents per worker (g.ggg;* {ggg;*”‘ (g-ggg;‘* sales per worker (0.027) (0.018) (0.016)
2 Value added per 0.126** 0.074*+ 0.067++ . o e el
5 p (0'028) {0-020} (0-025) sales per worker (0.048) (0.067) (0.023)
worger : : . 9 Wholesale 0.16%** 0.207*** 0.031**
3 Capital per worker 0.092%** 0.026 0.0871*** sales per worker (0.058) (0.042) (0.013)
(0.041) (0.022) (0.029) 10 Services 0.082 0.125%** 0.041*
4 Five-factor TFP 0.055%+* 0.024* 0.028* sales per worker (0.055) (0.036) (0.019)
(0.019) (0.013) (0.017) 11 Utilities/transportation 0.415*** 0.304*** 0. 117"
5 Payroll per worker 0.013 0.005 0.016 sales per worker (0.096) (0.092) (0.023)
(0.018) (0.011) (0.010) 12 Finance 0.270* 0.216* 0.144**
6 Material costs per 0.120*** 0.074*** 0.068*** sales per worker (0.143) (0.111) (0.052)
worker (0.028) (0.018) (0.023) 13 Combined 0.155%** 0.147*** 0.053**
sales per worker (0.031) (0.026) (0.011)
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Empirical tests of the prediction

» Markup changes 6

13 14 1.5 1.6

1.2

Panel A: Accounting Measure of Markup
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Research Question

» Previous literature is predominantly focused on the potential “costs” and negative

consequences of this trend (Autor, 2020) . These include:

» Market power: Their monopoly and monopsony power .
« Political influence: Their lobbying strength.

« Anti-competitive effects: Fears that their dominance stifles competition.

» Do superstar firms generate positive spillovers?-Yes

»How Can?- knowledge/ “know how ” rather than scale economies or demand
shocks.
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Contribution

»Beyond FDI: A Broader Conception of Spillover Sources

» Existing Literature: Heavily focused on spillovers from Multinational Enterprises (MNEs) and Foreign

Direct Investment (FDI), with inconclusive and often mixed findings.

» This paper: Expands the scope by demonstrating that spillovers originate from “superstar” attributes—
high productivity, large size, and export intensity—regardless of foreign ownership. It shows that large

domestic firms and exporters generate productivity spillovers of similar magnitude to MNEs.— Size

matters.
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Data

e Data

« Business-To-Business (B2B) transactions dataset containning the annual value of sales
between all VAT-registered firms in Belgium.

» Firm Financial and Operational Data

 Definition of Superstar Firm
« Multinational firms, with at least ten percent share of inward or outward FDI

« Non-wholesale exporters with at least ten percent export share

 Large firms in terms of the top 0.1 percentile of total sales.



Empirical strategy

« Event study difference-in-difference design

We classify a firm i as a treated firm if it starts to sell to firm j of treatment type K for the first
time and the amount sold to at least one of the treatment type K firms constitutes at least ten
percent of its total sales in that period.

30



Baseline Results

(a) Log Total Factor Productivity (b) Log Total Sales (c) Log Other Sales
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Baseline Results

Table 4
Links to pure superstars.

Log Total Log Total Log Log Log Wage Log Number of
Factor Sales Other Sales Intermediate Bill Other Buyers
Productivity Inputs
6y (2) 3 4 (5) (6)
Multinationals
2 or more years before event 0.006 0.004 —-0.006 0.005 —0.008 0.010
(0.009) (0.013) (0.013) (0.013) (0.011) (0.019)
tl: Year of event 0.015* 0.081*** —0.038*** 0.104*** 0.040*** 0.085***
(0.008) (0.012) (0.014) (0.014) (0.010) (0.019)
1 or more years after event 0.083*** 0.193*** 0.137%** 0.215%** 0.179%** 0.315%**
(0.009) (0.013) (0.015) (0.016) (0.012) (0.020)
Observations 257,515 246,145 246,021 245,891 257,514 192,743
Adjusted R? 0.723 0.871 0.866 0.888 0.860 0.863
% Share of Treated 8.99 8.81 8.76 8.82 8.99 7.22
Exporters
2 or more years before event 0.006 —-0.005 —-0.020 -0.012 0.012 0.016
(0.010) (0.013) (0.014) (0.015) (0.011) (0.020)
tl: Year of event 0.003 0.063*** —0.040** 0.073*** 0.019** 0.077***
(0.009) (0.013) (0.018) (0.014) (0.010) (0.020)
1 or more years after event 0.063*** 0.139*** 0.093*** 0.135%** 0.138*** 0.257%**
(0.010) (0.014) (0.016) (0.015) (0.012) (0.020)
Observations 284,238 271,877 271,732 271,519 284,238 215,197
Adjusted R? 0.723 0.863 0.861 0.885 0.872 0.831
% share of treated 6.01 5.93 5.88 5.93 6.01 5.00
Large-Sales Firms
2 or more years before event 0.015 -0.011 -0.019 -0.025 —0.008 -0.025
(0.013) (0.018) (0.018) (0.021) (0.016) (0.025)
tl: Year of event 0.028** 0.097*** —0.047** 0.103*** 0.033** 0.075***
(0.013) (0.017) (0.021) (0.021) (0.014) (0.025)
1 or more years after event 0.086*** 0.182%** 0.065%** 0.168%** 0.150%** 0.205%**
(0.014) (0.019) (0.024) (0.023) (0.018) (0.027)
Observations 390,153 376,275 376,229 376,057 390,150 318,160
Adjusted R? 0.723 0.880 0.877 0.895 0.871 0.877
% share of treated 2.44 2.39 2.38 2.39 2.44 212
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Other Outcomes

Table OB4: Gains from selling to Superstars on other Performance Outcomes

. . Log
Flr’m Log Log tangible intangible [Log markup | Profits Export  Import
survival employment fixed assets assots value value
(1) (2) (3) (4) (5) (6) (7) (8)
MNE Why?
t1: Year of event 0.078*** 0.038*** 0.072%** 0.256™** -0.006*** 0.204 0.006 0.003
(0.001) (0.006) (0.011) (0.037) (0.002) (1.273) (0.009)  (0.014)
1 or more years after event 0.056*** 0.1537** 0.1517*~ 0.266™** -0.010*** | 10.736™** 0.061*** 0.071***
(0.002) (0.007) (0.015) (0.039) (0.002) (1.406) (0.012)  (0.014)
Observations 935,626 291,845 291,322 287,156 229,034 201,845 291,845 291,845
Adjusted R? 0.088 0.847 0.817 0.621 0.850 0.665 0.935 0.846
Exporters
t1: Year of event 0.076*** 0.024%** 0.063*** 0.156%** -0.005*** -1.235 0.008 0.010
(0.002) (0.007) (0.013) (0.043) (0.002) (1.420) (0.005)  (0.010)
1 or more years after event 0.062*** 0.1247%* 0.1197** 0.197** -0.007*** 8.681%** 0.016  0.033***
(0.003) (0.008) (0.017) (0.045) (0.002) (1.554) (0.010)  (0.012)
Observations 1,048,974 306,256 305,755 301,279 242,218 306,256 306,256 306,256
Adjusted R? 0.089 0.854 0.816 0.638 0.851 0.661 0.664 0.613
Large
t1: Year of event 0.074*** 0.034*** 0.078*** 0.172%** -0.008*** 3.938**  0.045%**  0.027
(0.002) (0.006) (0.012) (0.037) (0.002) (1.755) (0.017)  (0.020)
1 or more years after event 0.057%** 0.138*** 0.147*** 0.221%** -0.010*** 15.129*=* 0.121*** 0.128***
(0.003) (0.008) (0.016) (0.038) (0.002) (1.997) (0.023)  (0.027)
Observations 1,269,427 428,478 427,778 423,057 344,674 428,478 428478 428,478
Adjusted R? 0.084 0.859 0.814 0.630 0.846 0.660 0.831 0.798
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Auction Matching Model

» The Auction Matching Model for Superstar firms and their suppliers

K Superstar Markets: Each is a monopoly dominated by a single "superstar” firm.

« K,Competitive Markets: Perfectly competitive.

B 1 n—1 _ 1 n—-1
o = 1) c_ T = 1] ~e;
7 7

o; = To; — T1; ma (Z; — 0;) x Pr(Winning|Z;)
The first term is the payoff to winning the auction, which is increasing in Z, and the second term is the
probability of winning the auction, which is decreasing in Z.
Thus the firm faces the usual trade-off between profits if one wins and the probability of winning. The firm’s
optimal bidding strategy in the auction is:

[°11 - F@)'ds o :
S; = 0;0;; where o, =1+ i D; = 1{s(¢;) < s(¢)},Vi' #1i such that i,ii € H
= ' o,[1 — F(c,)]1-!
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Auction Matching Model

Stage 1: Entry & Draw

Superstar Firm holds an
auction

Each draws productivity A_i
—  Resulting in marginal cost
ci

Upstream Suppliers
Enter

More productive suppliers ,

have lower c_i

Stage 2: Auction &
Matching

Stage 3: Outcomes

Suppliers calculate their Performance Changes
Opportunity Cost o_i \‘ P
nning suppuier
Suppliers submit bids Lowest bidder wins $ ‘?p Price-Cost Total Sales to Other
L o ———>  getsproductivity boost —» ,
si=04-0_ the contract il Markups | Profits Customers t
-

7

Leads to more
competitive bid s_i

/

Higher Opportunity Cost
i

Proposition 1. Forming a relationship with a Superstar firm results in increases in (i) TFP, (ii) outputs (total sales,
total sales to firms other than the multinational, more buyers), and (iii) inputs (intermediates, labor and capital).

Proposition 2. The firms who form superstar relationships will experience (i) a fall in price-cost markups and (ii)

increasing profits.

Proposition 3. The firms who form relationships with a Superstar (i) have higher TFP; and (ii) are larger (as they

have higher TFP).
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Mechanism: Productivity Spillover

» Heterogeneity of treatment effects depending on characteristics of the Superstar firm.

Spillover Mechanisms - Heterogeneity of treatment effects depending on characteristics of the Superstar firm.

Dependent variable:

Log TFP

Indicator Variable

Log Other Buyers
Indicator Variable

R&D ICT Skill labor RC R&D ICT Skill labor RC
(1) (2) (3 (4) (5 (6) (7) (8
MNE
1 or more years after event 0.075%** 0.071%*** 0.073*** 0.072%* 0.292%** 0.284*** 0.282%** 0.267***
(0.006) (0.007) (0.007) (0.009) (0.014) (0.015) (0.014) (0.017)
x indicator variable 0.045%** 0.036%** 0.038*** 0.016* 0.127%** 0.096*** 0.134%** 0.072%**
(0.010) (0.009) (0.010) (0.009) (0.026) (0.020) (0.022) (0.019)
Observations 291,845 291,845 291,845 291,845 219,944 219,944 219,944 219,944
Adjusted R? 0.724 0.724 0.724 0.723 0.858 0.858 0.858 0.858
Exporters
1 or more years after event 0.060%** 0.061%%* 0.061%%* 0.062%** 0.250%%* 0.253%%* 0.232%%* 0.238%**
(0.007) (0.008) (0.008) (0.009) (0.015) (0.016) (0.017) (0.017)
x indicator variable 0.046*** 0.017* 0.013 0.008 0.136%** 0.050%* 0.077*** 0.062%**
(0.013) (0.010) (0.010) (0.010) (0.032) (0.022) (0.021) (0.021)
Observations 329,274 329,274 329,274 329,274 232,931 232,931 232,931 232,931
Adjusted R? 0.727 0.727 0.727 0.727 0.827 0.827 0.827 0.827
Large
1 or more years after event 0.067*** 0.070%** 0.068*** 0.072*** 0.228*** 0.230%** 0.217*** 0.22Q%**
(0.007) (0.008) (0.007) (0.009) (0.014) (0.016) (0.015) (0.017)
x indicator variable 0.055%** 0.013 0.028** 0.005 0.156%** 0.051** 0.145%** 0.052***
(0.012) (0.010) (0.011) (0.010) (0.031) (0.021) (0.025) (0.020)
Observations 428,478 428,478 428,478 428,478 350,297 350,297 350,297 350,297
Adjusted R? 0.724 0.724 0.724 0.724 0.872 0.872 0.872 0.872
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Mechanism: Non-productivity

» Relationship Capability

Spillover Mechanisms - Heterogeneity of treatment effects depending on characteristics of the Superstar firm.

Dependent variable: Log TFP Log Other Buyers
Indicator Variable Indicator Variable
R&D ICT Skill labor RC R&D ICT Skill labor RC
1) (2) (3) (4 )] (6) (7) €]
MNE
1 or more years after event 0.075%** 0.071%** 0.073*** 0.072%** 0.292%** 0.284*** 0.282%** 0.267%**
(0.006) (0.007) (0.007) (0.009) (0.014) (0.015) (0.014) (0.017)
x indicator variable 0.045%** 0.036%*** 0.038*** 0.016* 0.127*** 0.096*** 0.134%** 0.072%**
(0.010) (0.009) (0.010) (0.009) (0.026) (0.020) (0.022) (0.019)
Observations 291,845 291,845 291,845 291,845 219,944 219,944 219,944 219,944
Adjusted R* 0.724 0.724 0.724 0.723 0.858 0.858 0.858 0.858
Exporters
1 or more years after event 0.060%** 0.061*** 0.061*** 0.062%** 0.250%** 0.253*** 0.232%** 0.238%**
(0.007) (0.008) (0.008) (0.009) (0.015) (0.016) (0.017) (0.017)
x indicator variable 0.046%** 0.017* 0.013 0.008 0.136%** 0.050** 0.077%** 0.062%**
(0.013) (0.010) (0.010) (0.010) (0.032) (0.022) (0.021) (0.021)
Observations 329,274 329,274 329,274 329,274 232,931 232,931 232,931 232,931
Adjusted R® 0.727 0.727 0.727 0.727 0.827 0.827 0.827 0.827
Large
1 or more years after event 0.067*** 0.070*** 0.068*** 0.072%** 0.228*** 0.230*** 0.217%** 0.220%**
(0.007) (0.008) (0.007) (0.009) (0.014) (0.016) (0.015) (0.017)
x indicator variable 0.055%** 0.013 0.028** 0.005 0.156*** 0.051%* 0.145%** 0.052%**
(0.012) (0.010) (0.011) (0.010) (0.031) (0.021) (0.025) (0.020)
Observations 428,478 428,478 428,478 428,478 350,297 350,297 350,297 350,297
Adjusted R? 0.724 0.724 0.724 0.724 0.872 0.872 0.872 0.872
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Mechanism: Non-productivity

»Dating agency & Signal

c KABRBEAELCYNBEN BT ARG E— R E L, EREHHEE A F L% ey
AERREZHENE A1F. (2MUEAME)

Table 6
Dating agency mechanism.

Superstar Treatment: MNE Exporters Large

Number of other buyers: In Out of In Out of In Out of
network network network network network network
(1 (2) (3) (4) (5) (6)

Mean of dependent variable 1.03 12.90 0.18 10.17 0.75 18.00

Year of event 0.389 —-0.148 0.047 0.059 1.842* 0.000
(0.251) (0.261) (0.078) (0.191) (0.932) (0.345)

1 or more years after event 1.178%*** S P A 0.4747%%* 2.840%** 2.549*** 4.187%**
(0.201) (0.384) (0.105) (0.212) (0.770) (0.573)

Observations 219,944 219,944 232,931 232,931 350,297 350,297

Adjusted R? 0.939 0.864 0.882 0.894 0.802 0.927

Expected number of buyers in network 0.251 0.089 0.631

Odds of actual number compared to 4.69:1 5.30:1 4.25:1

expected number
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Robust Check

> Placebo experiment (concern: spillover just comes from a new business relationship)
» End relationship with superstar
» Robust Estimation with Heterogeneous Treatment Effects(staggered)

» Alternative Definitions of Superstar Firms
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Conclusion and Discussion

»Comments

 The discussion from narrow "FDI spillovers" to the broader and more fundamental concept
of "superstar spillovers," linking a firm's success to its productivity and size rather than its foreign
ownership.

It documents, for the first time, non-productivity channels like "relationship capability
spillovers" and the "dating agency" effect, significantly enriching our understanding of how
networks create value.

 The analysis focuses exclusively on the benefits to suppliers. It does not quantify the costs
incurred by the superstar firms (e.g., training, monitoring, collaborative engineering) to generate
these spillovers.

» Leverage exogenous shocks, such as the opening or closure of a superstar plant for non-
economic reasons (e.g., environmental regulations, political events), to obtain even cleaner
identification.
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»Jianpeng Deng, Hong Ma and Hongbing Wei, 2025, Super Factory Comes to Town:
|dentifying the Agglomeration Spillovers from Foxconn Factory in Henan, Working Paper.
o BRI W A E /N
« ETMBEE T RAHEE B&E LRI B F #1721 R T (Geographic DID Approach)
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B[ 1A SP5.6 2 AL HY BE )
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» Giroud, X., Lenzu, S., Maingi, Q., & Mueller, H. (2024 ). Propagation and amplification of local
productivity spillovers. Econometrica, 92(5), 1589-1619.
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»Cheng, S. F,, Vyas, D., Wittenberg-Moerman, R., & Zhao, W. (2025). Exposure to superstar firms and
financial distress. Review of Accounting Studies, 30(2), 1355-1396.

c BAFEAVRET THELHR

C EEEHES BTN S EREEE N HRENI0NNEERHE (“EEEARHEZ B ) AE
F B T A | R R AR I
 WERAREENELE, LHHEN

Wb XEHFEMEBREE N ol AHHE EF A,

o 4 S

43



X — F AT 69 2E AP LK

“R” tnfagmn (Ez R L RBRE) AN
> Talamas Marcos, M. A. (2025). Surviving Competition: Neighbourhood Shops versus Convenience
Chains. Review of Economic Studies, 92(1), 553-585.
« ZEVFEFE EFAWEA (BB KE & LA 2 F 8 450
e R EW AT XE)E (Neighborhood Shop) 5% 4{{E 4| )5 (Chain-run Convenience Store) Z [&] By
W
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