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Conclusions
1. There is no “4th Industrial Revolution”. 

a. Instead, there has been a revolution in digital technology and in intangible capital 
that has resulted in “winner-takes-most” outcomes and a reduction in innovation 
and hard technologies. It’s a Software-and-Brands revolution.

2. This results in 
a. The rise of Superstar Firms : increasing concentration, higher markups, lower 

labor share, labor market fissuring
b. The survival of Zombie Firms: low productivity growth, low innovation and 

investment, market congestion
3. The COVID-19 pandemic + Superstars + Zombies +

a. The accelerated rise of the Surveillance State.
b. Big Government meeting Big Corporation

Export-led growth (ELG) will have to contend with the implications of Superstars, Zombies and Surveillance 
States, which alters the nature of global competition and hence the efficiency of trade and investment 

policies. 



Part 1. Software 
and Brands

There is no 4th Industrial Revolution 
(4IR)





The Real “4IR” Narrative

• AI : “Machines are still very, very stupid. The 
smartest AI systems today have less common sense 
than a house cat.” – Yan LeCun

• 3D printing : a 1980s technology that has limited 
applicability

• IoT : Unlike the home environment where Wi-Fi is 
universal, there is no standard for connecting 
distributed IoT devices. – The Myth of the IoT

• Transport : we don’t travel faster or cheaper than in 
the 1980s….

• Renewable energy: only a very small proportion of 
energy used…

• Connectivity: voter manipulation, fake news, 
growing cybercrime, echo chambers, filter 
bubbles…. -2
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The first (real) 
Industrial 
Revolution

The “4IR”?



We live in a world of vintage technologies

“Despite decades of futuristic 
predictions, modern transport 
wouldn't look all that different to 
someone from the 1950s". 

– Preston & Waterson (2015)

Importance of GoF trade logistics 
and transport:

-“trade logistics are the most important non-
tariff factor in predicting international trade"  
-Abrego et al., 2019).
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Our most effective 
response to the 

outbreak has been mass 
quarantines, a public 

health technique 
borrowed from the 

Middle Ages 

- David Rotman

Where were the 4IR 
technologies?



We wanted flying cars, instead 
we got 140 characters. 
– Peter Thiel



But what did happen?



Software ate the world
A Digital revolution and a rise in the importance of intangible capital : Software + 
Brands.

Today, the world's largest bookseller, Amazon, is a software 
company

Today's largest video service by number of subscribers is a 
software company: Netflix

Today's dominant music companies are software companies, 
too: Apple's iTunes, Spotify and Pandora.

Today's fastest growing entertainment companies are 
videogame makers—again, software

Photography, of course, was eaten by software long ago.

See Marc Andreessen : https://www.wsj.com/articles/SB10001424053111903480904576512250915629460

Today's largest direct marketing platform is a software 
company—Google.

Today's fastest growing telecom company is Skype, a 
software company

LinkedIn is today's fastest growing recruiting 
company – a software company



Part 2. Superstar 
Firms



Software + Brands = Superstar Firms

Google Amazon Facebook 

Superstar firms = large, highly productive firms that capture a leading share of their industry’s 
market. Thus, in industries with Superstar Firms, we will see high levels of concentration, or “winner-
take-most” outcomes. 



Digital Tech and the Rise of Superstar Firms
What gives rise to Superstar Firms?

1. Strong network effects 
(direct, indirect)

https://voxeu.org/article/role-intangible-capital-explaining-
superstar-firms

2. Rising importance of intangible 
capital 

Software investments as a percentage of non-residential 
gross capital formation

https://voxeu.org/article/productivity-growth-intangible-economy

3. Increases in the toughness of 
product market competition

Digital technology: multi-sided 
platform business models

Digital technology : high fixed cost + 
low marginal cost + scaling

Digital technology : connectivity, 
matching



Superstar Firms: Digital Platforms

• 60 of the world’s largest 100 
companies earn most of their 
revenue from digital platform 
models.

• 70 percent of Unicorns use digital 
platforms as a business model.

https://sping.nl/2019/10/11/waarom-je-een-platform-strategie-nodig-hebt/

Company: World US$ billions Company: South
Africa

US$ billions

Apple 961,3 Naspers 75,4

Microsoft 946,5 Sasol 19,8

Amazon 916,1 First Rand 18,2

Alphabet (Google) 863,2 MTN Group 16,6

Berkshire Hathaway 516,4 Standard Bank 15,9

Facebook 512 Sanlam 9,5

Alibaba 480,8 Remgro 8,4

Tencent Holdings 472,1 Shoprite 7,9

JP Morgan Chase 368,5 Bidcorp 6,7

Johnson & Johnson 366,2 MMI Holdings 2,5



Pipeline vs Platform

“Almost in every occasion when a platform enters a 
market relative to a product the platform almost 
always wins” 

– Parker et al, 2016



Pipeline vs Platform : Shapeshifting
Platform envelopment

Source: Eisenmann et al., 2010

Palm Pilot

Nintendo Gameboy



Pipeline vs Platform
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Apple Watch Outsells entire Swiss 
Watch Industry

Millions of units 2018 Millions of units 2019

https://news.strategyanalytics.com/press-releases/press-release-details/2020/Strategy-Analytics-Apple-Watch-Outsells-the-Entire-Swiss-Watch-
Industry-in-2019/default.aspx

Platform envelopment



Pipeline vs Platform

“Ultimately most firms will have no choice but to do 
business on somebody else’s digital property, and to 
agitate for better terms if the owner gets too greedy. 
Call it the class struggle of platform capitalism.” 

– The Economist, 21-5-2016



Part 3. Zombie 
Firms



Zombie-Firms

• Old (> 40 years) and large firms (> 250 
employees) with a significant share of 
investment in capital stock – up to 19% 
in Italy and 14% in Belgium. 

• They have “persistent problems meeting 
their interest payments”

• In the OECD between 2% and 10% of 
firms are classified as zombies. 

• At least 100,000 zombie firms in UK 
alone...



Zombie-Firm Congestion

• Best vs the Rest Dynamics (leaders vs 
laggards)

Congestion: Combination of high wages (exceeding 
productivity) and depressed market prices raises the 
productivity hurdle that potential new entrants have to
cross to enter into the market.

Evidence : growing productivity gap between zombie and 
non-zombie new entrants = “best vs the rest” dynamics.



Consequences of Superstars + 
Zombies
A decline in technological innovation! 



We don’t live a hugely innovative world!

“Research productivity for the 
aggregate U.S. economy has 
declined by a factor of 41 since the 
1930s, an average decrease of 
more than 5 % per year” – (Bloom 
et al. 2018:3)



We don’t live a hugely innovative world!

“In Germany's DAX 30 index of leading 
companies, only two were founded after the 
1970s. In France's CAC 40 index there is only 
one. In Sweden, the 50 biggest companies 
were created before the start of World War I 
in 1914 and the remaining 20 were founded 
prior to 1970. If you compile a list of 
Europe's 100 most valuable companies, none 
were actually created in the past 40 years.” -
Erixon & Weigl, 2016, pp.10-11. 



We live in a winner-take-all world

• Skill-biased
• Leads to rising wage premium, large 

wage gaps and rest-vs-the best 
dynamics

• Scale-biased
• Leads to rising concentration, higher 

markups, and reduced labor share

• Capital-biased
• Leads to automation and labor market 

hollowing out, higher profits, reduced 
labor share and rising inequality

“Winner-take-all” effects of new technologies



The magnification effect of 
COVID-19



Superstars and Zombies after COVID-19

Over the “the long term, a vast and lasting expansion of the state together with dramatically higher
public debt is likely to lead to a lumbering, less dynamic kind of capitalism."



Superstars and Zombies after COVID-19

https://www.vox.com/recode/2020/4/10/21215953/amazon-fresh-walmart-grocery-delivery-
coronavirus-retail-store-closures

Some big gainers during the COVID-19 pandemic

•Jeff Bezos (+$72.6 billion);
•Elon Musk (+$63.3 billion);
•Mark Zuckerberg (+$42.1 billion);
•MacKenzie Scott (+$23.6 billion);
•Steve Ballmer (+$18.5 billion);
•Larry Ellison (+$19.9 billion);
•Nike founder Phil Knight & Family (+$19.8 billion);
•Bill Gates ($17.8 billion); Michael Dell (+$15.6 billion)



Part 4. 
Surveillance 

States



Technology and the Rise of the Surveillance 
State

“Today, for the first time in human history, 
technology makes it possible to monitor everyone 
all the time. Fifty years ago, the KGB couldn’t 
follow 240m Soviet citizens 24 hours a day, nor 
could the KGB hope to effectively process all the 
information gathered. The KGB relied on human 
agents and analysts, and it just couldn’t place a 
human agent to follow every citizen. But now 
governments can rely on ubiquitous sensors and 
powerful algorithms instead of flesh-and-blood 
spooks. ”

Yuval Noah Harari, 2020

https://www.ft.com/content/19d90308-6858-11ea-a3c9-1fe6fedcca75
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The Rise of the Surveillance State
Constructing digital prisons



The Rise of the Surveillance State

“Even when infections from coronavirus are down 
to zero, some data-hungry governments could 
argue they needed to keep the biometric 
surveillance systems in place because they fear a 
second wave of coronavirus, or because there is a 
new Ebola strain evolving in central Africa, or 
because . . . you get the idea. A big battle has been 
raging in recent years over our privacy. The 
coronavirus crisis could be the battle’s tipping 
point…”
- Harari, 2020

https://www.ft.com/content/19d90308-6858-11ea-a3c9-1fe6fedcca75



The South Africa Stock Market reached an 
all time high of 69403.75 in March of 2021!

Beware Big Government meeting Big Corporation!

Ramaphosa announces 
the ERRP 

“many of the initiatives outlined were on the cards 
long before the onset of the coronavirus (Covid-19) ”

The New Technocracy

• Worst economic decline since WW2
• Skyrocketing unemployment
• -7.0% drop in GDP
• Government bonds junk status
• IMF Loan

Despite this :



Beware Big Government meeting Big Corporation!

“Political power holders and 
established business have forged 
close connections across the public 
and private divide which at times 
have bordered on the criminal” 

--- Southall (2008, p.281) 

The New Technocracy

1 trillion rand ($60 billion) in infrastructure investment over the 
next four years  - only 800,000 new jobs ? 

The SA ERRP plans to add 3,6 million jobs in 10 years; 
compared to 3 million jobs that were lost between February 
and April 2020 due to COVID-19….
* Economic Reconstruction and Recovery



The New Technocracy
Beware Big Government meeting Big Corporation!

Only 8 countries so far have ratified the African Union 
Convention on Cyber Security and Personal Data 
Protection 



The New Technocracy

• USA global digital platforms 
will be followed by Chinese 
based digital platforms.
• Both are targeting the AfCFTA
• Due to shapeshifting it is 

difficult to predict the impact 
as well as to regulate. 

Beware the Shapeshifters! The Rise of Chinese Global 
Manufacturing (Industrial) Digital 
Platforms



What can be done?
It cannot be “business as usual”. 20th century trade and industrial policies have to 
be discarded.



Creating (more) Superstar firms 
in SA manufacturing exports?
A Fresh Approach to Post-Pandemic Recovery



Creating new Superstar Exporters in SA

Source of data: https://data.wto.org
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South Africa Merchandise Exports  in US$

South Africa’s trade in physical goods have recovered to a level 
last seen in 2011. The farmers and the miners !

Links with manufacturing in:
-agro-processing
-automobile industry



Exports follow a Power Rule

“Big Hits” in Exporting
“For every country manufacturing 
exports are dominated by a few 
"big hits" which account for most 
of the export value and where the 
"hit" includes both finding the right 
product and finding the right 
market.” – Easterly et al (2009)

Source : Easterly et al (2009: 45)

In South Africa, for ex. The TOP 3 manufacturing 
exporters are responsible for 23% of the value of all SA 
manufacturing exports and 90% by the top 20% 
exporters….



Finding “Big Hits” with Big Data

Are global  geo-political tensions and trade 
reconfiguration after COVID-19 offering 
opportunities for SA to grow and develop new 
Superstar Exporters?



Thank you

https://www.linkedin.com/in/wimnaude/

https://www.linkedin.com/in/wimnaude/

