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Abstract

Using a new firm-level dataset on private and listed firms from 20 countries, we document
five stylized facts on market power in global markets. First, competition has declined

around the world, measured as a moderate increase in average firm markups during 2000-
2015. Second, the markup increase is driven by already high-markup firms (top decile of

the markup distribution) that charge increasing markups. Third, markups increased mostly
among advanced economies but not in emerging markets. Fourth, there is a non-monotonic
relation between firm size and markups that is first decreasing and then increasing. Finally,
the increase is mostly driven by increases within incumbents and also by market share
reallocation towards high-markup entrants.

JEL Classification Numbers: D2, D4, E2, F6, L1, L4

Keywords: Markups, Market power, TFP, Firm size

Author's E-Mail Address: fdiez@imf.org, fan@imf.org, and carolina.villegas@esade.edu.

*We are grateful to Pol Antras, Gianluca Benigno, Camila Casas, Romain Duval, Emmanuel Farhi, and Sebnem
Kalemli-Ozcan for useful comments and suggestions. Villegas-Sanchez thanks Banco Sabadell and AGAUR-
Generalitat de Catalunya for financial support. The views expressed in the paper are those of the authors and do
not necessarily represent the views of the IMF, its Executive Board, or IMF management.

©lnternational Monetary Fund. Not for Redistribution



Contents

1 Overview

2 Measuring Market Power
3 Data

4 Baseline Results

4.1 High-markup Firms . . . . . .. .. ..

5 Extensions and Robustness Analysis
5.1 Digital Economy . . . . . . ..o
5.2 Alternative Panel and Geographical Disparities . . . . . . . ... ... ... ...
5.3 Alternative Specification and Methodology . . . . . . . . .. ... ... ... ...
5.3.1 Rolling Window . . . . . . . ... .o
5.3.2 Overhead Costs . . . . . . . . . . . .
5.3.3 Production Function Estimation . . . . . . ... ... ... ... ...

5.3.4 Choice of Flexible Input . . . . . . . ... ... .

6 Markups and Size
6.1 Cross-Sectional Decomposition . . . . . . . . . .. ...
6.2 A U-Shaped Relationship . . . . . . . . . . ... ...

6.3 Dynamic Decomposition with Firm Entry and Exit . . . . . .. .. ... .. ...
7 Conclusion

A Data
A.1 Duplicates . . . . . . . .

A2 Data Cleaning . . . . . . . . . . . e

B Additional Results

C Dynamic OP Decomposition with Entry and Exit

2
©lnternational Monetary Fund. Not for Redistribution

[~

|co

|}—‘
—

& o
Ut [\V]

[T N T | NG NN VG VG RO [ |'—‘

S D 5

|CJO
e}

A
[ [@x [S)

|O-'>
oo

S


Underline


