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MOTIVATION
• Intangible investment has been rising across

advanced countries

• Intangible intensity has also been rising →
Production relies more on intangibles

• Many implications on the way the economy
works and policy ([Akcigit and Ates, 2021],
[De Ridder, 2019],
[Döttling and Ratnovski, 2020])

DEFINITION
• In this paper we define intangible invest-

ment as

1. Innovation: R&D Expenditure to im-
prove products or introduce new ones

2. Firm Specific Intangibles (FSI)=
wide definition including software
and databases, marketing, training
expenditure linked to firms’ ability to
bring their products to the market

RESEARCH QUESTIONS AND DATA

• This paper contributes empirical evidence
to the recent theoretical literature evaluating
the role of intangible investment on firm be-
haviour

• Focus: long run and after negative shocks

• We pose two research questions:

1. Does intangible intensity matter for
firm growth?

2. Was the rise of intangible intensity ac-
celerated or slowed down by the Great
Recession?

• COMPUSTAT - United States - whole econ-
omy excluding firms in the utility sector,
agriculture, public administration, finance,
insurance are real estate, or unclassifiable
sectors.

• 1980-2018

• Definition of key variables:

1. Innovation intensity: R&D
sales

2. FSI intensity: FSI
sales where FSI =

0.3(xsga−R&D) PT

3. Intangible Intensity: R&D+FSI
sales
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MAIN RESULTS

Figure 1: GDP shock × time effects

INTENSITY AND GROWTH
Hypothesis: firms invest in intangible capital to
sustain demand for their goods and grow
Findings:

• Small firms invest relatively more in intan-
gibles

• Firms with relatively more intangible capi-
tal are larger

• Past intangible investment is associated
with higher growth

Figure 2: Figure caption

THE GREAT RECESSION
Hypotheses:

• Recessions are cleansing periods (Creative
Destruction) → Frontier firms outperform
laggard competitors → large shocks bring
about reallocation of production in favour
of intangible intensive firms → Intangible
intensity ↑

• L-shaped recovery of output → all firms re-
duced investment efforts (even more?) →
the rise of intangible intensity slowed down

• Draw from [Hershbein and Kahn, 2018] to
separate the effects of the Great Recession
from the underlying trend
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Shockj = −(ln(GDPj,2009)− ln(GDPj,2007)) ∗ 100
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