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Introduction

The allocation of factors of production to their most productive uses and the concentration of activity
in the most productive producers are recognized by the theory as key forces behind aggregate
productivity growth. This course will present an overview of the theory and the empirical evidence
on factor adjustment, productivity growth, economic fluctuations and the relationship between these
different phenomena. The course will be divided as follows:

1) Productivity dynamics, the allocation of activity, and the dynamics of entry and exit of
plants.
a. A revision of basic facts and empirical evidence
b. Theoretical underpinnings
2) Factor reallocation and adjustment costs:
a. Employment dynamics and the costs of adjusting employment
b. Investment and the costs of adjusting capital
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