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National Dynamism

A dynamic economy constantly forces labor and capital to be put to 
better uses, but recent evidence points to a U.S. economy that has 

steadily become less dynamic over time.

The U.S. economy has become less entrepreneurial over time

Source: U.S. Census Bureau, BDS; authors’ calculations
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Business dynamism has been steadily declining over the last three decades

Source: U.S. Census Bureau, BDS; authors’ calculations

Note: Trend is calculated by applying a Hodrick-Prescott 

We would expect to see some regions in 
decline while others were immune. But, in 

fact, that is not what the data show.
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Regional Dynamism

Firm entry rates were lower in each state and all but one metro area 
compared with three decades ago, and job reallocation rates were lower in 
each of the states and in all but a dozen metros during the same period.

Declining business dynamism is nearly universal across all U.S. regions

Firm Entry Rates, States & Metros Firm Exit Rates, States & Metros
Job Reallocation Rates, States & 
Metros

Source: U.S. Census Bureau, BDS; authors’ calculations



Regional Variation
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dynamism across the states and 

Put simply, the broad decline in business dynamism occurring during the 
last few decades nationally is not isolated to a few regions.
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States and metros are behaving more similarly over time

Figure 4a, Weighted Standard Deviation of Firm Entry Rates – States 
and Metros (1978–2011)

Figure 4b, Weighted Standard Deviation of Firm Exit Rates – States and 
Metros (1978–2011)

Figure 4c, Weighted Standard Deviation of Job Reallocation Rates – 
States and Metros (1978–2011)
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Conclusion

Whatever the reason, older and larger 
businesses are doing better relative to 

younger and smaller ones.
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Endnotes

NBER
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Appendix Charts

Figure A1: Firm Entries and Firm Exits in Thousands (1978–2011)

Figure A3: Percentage Change in Business Dynamism Measures by Firm 
Size (1978–2011)

Figure A2: Percentage Change in Business 
Dynamism Measures by Sector (1978–2011)


