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Research Question

Q: Why do product-market markups and labor-market rent sharing co-move?
A: Intangible Assets

Observed objects
Price-cost markups: µ = P/MC

Wage markups / rent sharing:
ψ = W /MRPL

Firm-level intangible intensity

Latent object
Intangible asset value as (stochastic)
manna-from-heaven

Non-rival in use and limits to ownership
(enforcement)

Worker mobility as a value transfer
channel
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The core conceptual setup

Innovating firm &
matched worker

Stochastic arrival of
asset z

Aggregate pre-poach assets:
z

Innovating firm
retains ξf z

Poaching firm
receives ξw z

Aggregate post-poach assets:
(ξf + ξw )z

Retainability ξf :
share remaining at
the innovating firm

Leakability ξw :
share transferable by the
worker

The empirical challenge is not only measuring z, but also how z evolves when intangibles are leaked.



Appropriation geometry after worker mobility

ξf

ξw

ξf +
ξw =

1
asset

destruction

social
spillover

1

1 Interpretation
ξf + ξw < 1: mobility destroys some
effective intangible capital.

ξf + ξw = 1: redistribution across
firms.

ξf + ξw > 1: non-rival use creates
spillovers.

This is where worker mobility becomes a
measurement issue for intangible capital.



Model: innovation, poaching, and rent sharing

Potential entrant

Safe firm
no intangibles

Intangible firm
entry/search cost

Innovator
creates z

Poacher
searches

Worker paid
βπ(z)

Poaching offer

Stay
Innovator keeps z

Move
Innovator keeps ξf z

Move
Poacher gets ξw z

outside option risky rents

create z poach

A higher β protects rents by making poaching less attractive; ξf and ξw determine how z is split after mobility.



Mechanism: from intangibles to markups and rent sharing

More intangibles
higher z

Lower marginal cost

Higher rents at risk

Product-market
markup µ

Rent sharing
wage markup ψ

Hold-up from poaching risk

Predictions: more intangibles raise µ and usually ψ;
higher retainability and non-competes weaken rent sharing.



Data and measurement in the paper

Firm data
Production Statistics: output, inputs, costs

ICT survey: technology use

Community Innovation Survey

Patents and firm characteristics

Worker data
Matched employer-employee records

Earnings, hours, transitions

Education and occupation

Non-compete agreement survey

Intangible proxy
automation expenditure µ from production-function approach ψ as wage / MRPL



Empirical fact 1: co-movement of market imperfections

Pattern
Many firms price
above marginal
cost.

Many firms pay
wages above
marginal revenue
product.

The two wedges
often appear
together.



Empirical fact 2: intangibles are linked to both wedges
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Paper Evidence
Firms with higher product-market
markups exhibit stronger
labor-market rent sharing.

Both labor- and product-market
wedges increase with intangible
intensity.

Non-compete enforcement
weakens rent sharing in
intangible-intensive firms.

Worker mobility diffuses innovative
activity across firms.en.



Retainability and non-competes
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low retainability
high retainability Paper evidence

Workers in intangible-intensive firms
with non-competes are paid less.

The positive wage-markup/intangible
relationship weakens for
high-retainability firms.

IP protection is interpreted as a proxy
for higher retainability.



From proxy evidence to measurement

Worker departure
from origin firm

Innovator outcome
profit, markup, innovation rents

Destination outcome
profit, productivity, markup

Infer ξf and ξw
from joint responses

Measurement idea
Use linked firm-worker transitions to study how firm-specific intangible rents change at both the
origin and destination after key-worker moves.



Determinants of leakability and retainability

Asset feature Interpretation ξf ξw

Firm-embedded tacit
knowledge

Teams, routines, organizational
capital

↑ ↓

Worker-embedded
tacit knowledge

Inventor know-how, personal
relationships

↓ ambiguous

Codifiability Software, data, blueprints,
patents, manuals (property
rights enforceability)

↑ ambiguous

Worker loyalty / in-
centives

Deferred compensation, cul-
ture, non-competes

indirect ↑ ↓

Key distinction
Tacitness and codifiability are characteristics of the asset.
Leakability (ξw ) and retainability (ξf ) determine how the asset and rents evolves after worker mobility.



Firm-level data on ’Innovatiebox’ (NL tax subsidy)

Institutional feature
Dutch firms with qualifying R&D can use
the Innovatiebox.

Effective corporate tax rate of 9 percent on
profits attributable to qualifying innovative
activities.

Administration must describe qualifying
intangible assets and account for the
benefits attributable to them.

Source: Belastingdienst, Innovatiebox guidance.

Qualifying intangible
asset or innovation

Attributed profits
from tax files

Linked key workers
and mobility



Measuring retainability and leakability: Dutch Innovation Box

Measurement idea
Use descriptions of innovative asset to code characteristics on a 0–1 scale:

Leakability: Is a worker (legally) able to carry rent-generating knowlege to poaching firm?
Retainability: Can the innovator continue using the asset after worker exit?

Calibration / validation
Use linked worker transitions and post-exit innovation profits to discipline the coding of ξw and ξf .



A possible empirical design

event time
-4 -3 -2 -1 0 1 2 3 4

key worker leaves

origin profits
destination gains

Retainability signal
Small decline in origin-firm innovation-box
profits after departure.

Leakability signal
Increase in destination-firm intangible profits or
performance after hiring.

Measurement Issues
Inferring key employees: Is linked worker information sufficient, or is extra (survey) data needed.



Takeaways and discussion

1 Intangibles can jointly generate product-market markups and labor-market rent
sharing.

2 Retainability and leakability describe how the allocation of intangible assets
evolve after worker mobility.

3 Linked administrative data may allow direct measurement of these latent
parameters.

Discussion: how should statistical systems measure mobile, non-rival knowledge?
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