


















































































Table 10: Complementarities between digital investment and intangibles for firm TFP growth.

Laggards Frontier

Digitalisation measure: DIIs ε̂-Residuals DIIs ε̂-Residuals

βdig
0.014** 0.040*** 0.017** 0.039*** 0.013** 0.015*

(0.007) (0.009) (0.007) (0.010) (0.007) (0.008)

βintangibles
-0.003 0.016 0.004 0.006 0.003 0.023***

(0.012) (0.013) (0.005) (0.006) (0.017) (0.007)

βdig-intangibles
0.0004 -0.0003 0.0011*** 0.0003 0.0008 0.0011*

(0.0004) (0.0004) (0.0004) (0.0004) (0.0006) (0.0006)

Intangibles > 0 7 3 7 3 7 7

# Obs. (in mio.) 11.622 6.325 10.832 5.860 0.467 0.436
R2 0.152 0.169 0.151 0.168 0.080 0.078

Notes: The estimated coefficients take the model described in equation (3) for laggards and in equation (8) for
frontier firms, augmented to include the ratio between intangible assets and total assets (lagged one year) and its
interaction with our measures of digitalisation. We include the firms’ financial information and the sector HHI in the
estimation. The specifications with intangible assets > 0 exclude from the estimation all firms that do not report a
positive amount for intangible assets. (*) describe 10%, (**) 5%, and (***) 1%-significance levels.

intangibles reflects that these firms focus on being the best at managing and using the avail-

able resources at their disposal. Moreover, its complementarity with digitalisation showcases

that digital investment needs to be complemented by other improvements in the way firms do

business so that their benefits are fully maximised.

6 Conclusion

The expected large productivity gains of digitalisation are not yet fully apparent, particularly

against the background of the “productivity paradox” whereby rapid advances in digitalisation

over the past couple of decades have coincided with a protracted slowdown of aggregate pro-

ductivity growth. This begs the question as to whether digitalisation is a massive gamechanger

which will deliver huge gains in productivity, or if it is more of a sideshow with only limited

impacts on productivity.

We find that digitalisation tends to have on average a positive impact on firm-level TFP

growth. However, the impact of digitalisation on productivity is very heterogenous across firms.

First, there is an important component associated with sectoral heterogeneity, with the average

firm in most sectors not being able to reap the productivity benefits from digital investment.

Second, only the 30% most productive laggard firms benefit from digitalisation. However, an

increase in digital investment by itself is not enough for highly productive laggards to turn
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