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@ So far: "Imperfect competition” = Monopolistic Competition

e BUT: Only one form; closest to perfect competition
e Shares many properties:

@ Atomistic firms, ex ante identical;
@ No strategic behaviour.

@ Empirically implausible:

o Increasing evidence that large firms account for bulk of trade;
e and that they are different from smaller ones;
o see: Bernard, Jensen, Redding and Schott (JEP 2007).

@ Industrial organisation has " Two faces":
© Size distribution of firms under perfect or monopolistic competition
@ Oligopoly: Small-group interaction.
@ Seems worth exploring oligopoly in trade too; for short run at least.
o Evidence that adjustment in short run is at intensive, not extensive
margin
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o | prefer to try “putting the grains into granularity”
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@ Non-robust to assumptions about factor mobility and firm behaviour
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o BUT Key message: Government has a first-mover advantage (maybe)
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© Hard to combine with entry and exit?
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