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Increased Earnings Disparities Appear

to Be Largely Between Firms, Not Within Firms
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Source: Song et al. (2015).



Decline in Labor Mobility

U.S. Job Creation and Destruction Rates: 1980-2012 Migration Rates by Distance
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Source (left): Decker et al. (2014), based on Census Bureau (Business Dynamics Statistics).
Source (right): Molloy, Smith, and Wozniak (2014).



A Firm-Level View: Increased Dispersion of Returns

Distribution of Annual Returns on Equity Across S&P 500
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Note: The annual return to common equity is displayed for the stated year (i.e. 1996 or 2014) for all members of the S&P 500 as of the last week of May the following year (i.e. 1993 or 2015). The distribution of returns
covers all members of the S&P 500 in the year indicated and buckets firms by single percentage-point intervals, smoothed by averaging over five percentage-point 20 intervals. The modal return in a given year was
subtracted from each firm’s return such that both distributions are centered approximately at zero. The tail ends of the distribution (above or below a 60 percent or 20 percent return on equity, respectively) were
trimmed for optical clarity. 3
Source: Bloomberg Professional Service; CEA calculations.



A Firm-Level View: Increased Dispersion of Returns

Return on Invested Capital Excluding Goodwill, U.S. Publicly-
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Note: The return on invested capital definition is based on Koller et al (2015), and the data presented here are updated and augmented versions of the figures presented in Chapter 6 of that volume. The McKinsey data
includes McKinsey analysis of Standard & Poors data and exclude financial firms from the analysis because of the practical complexities of computing returns on invested capital for such firms. For further discussion of
that point, see Koller et al. (2015). 4
Source: Koller et al. (2015); McKinsey & Company.



A Firm-Level View: Increased Dispersion of Returns

Return on Invested Capital Including Goodwiill, U.S. Publicly-
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Note: The return on invested capital definition is based on Koller et al (2015), and the data presented here are updated and augmented versions of the figures presented in Chapter 6 of that volume. The McKinsey data
includes McKinsey analysis of Standard & Poors data and exclude financial firms from the analysis because of the practical complexities of computing returns on invested capital for such firms. For further discussion of
that point, see Koller et al. (2015). 5
Source: Koller et al. (2015); McKinsey & Company.



Increased Concentration Across a Range of Industries

Percentage Point Change in Revenue Share Earned

Industry )
by 50 Largest Firms, 1997-2007
Transportation and Warehousing 12.0
Retail Trade 7.6
Finance and Insurance 7.4
Real Estate Rental and Leasing 6.6
Utilities 5.6
Wholesale Trade 4.6
Educational Services 2.7
Accommodation and Food Services 2.6
Professional, Scientific and Technical Services 2.1
Administrative/Support 0.9
Other Services, Non-Public Admin -1.5
Arts, Entertainment and Recreation -2.3
Health Care and Social Assistance -3.7

Note: Concentration ratio data is displayed for all North American Industry Classification System (NAICS) sectors for which data is available from 1997 to 2007. 6
Source: Census Bureau.



Different Perspective on Inequality Trends

* Firm-level perspective raises the possibility that:
e (a) rising share of firms earning super-normal
returns;
* (b) workers at those firms are producing/sharing
in those benefits; and
* (c) this process could be reducing labor mobility.

* Raises question: why are some firms earning such
high ROICs?




