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International Trade and Growth: The Impact of Selection and Imitation 
 

This paper develops an endogenous growth model with heterogeneous firms to analyze the impact of 
intra-industry trade on productivity growth. Growth is generated by selection, and sustained by 
entrants imitating successful incumbents. Firms are subject to idiosyncratic productivity shocks and 
some firms, mostly those with relatively low productivity levels, are forced to exit. This results in an 
increase in average productivity of the economy. The intra-industry effect of trade works through self-
selection of the most productive firms into the export market. It leads to a reallocation of resources 
towards more efficient firms. Since the effect of selection and imitation on growth is amplified by the 
trade-induced selection process, opening up to trade increases the growth rate of productivity. 
 
 
REFERENCES  
 

 
Professor Omar Licandro 
Professor Omar Licandro 
IAE - CSIC 
Campus UAB  
08193 Bellaterra, Barcelona  
Tel:  +34 935 806 612 
E-mail: omar.licandro@iae.csic.es 

 
 

 
Professor Giancarlo Corsetti 
Department of Economics 
European University Institute 
Via della Piazzuola 43 
50133 Florence, Italy  
Tel: +39 055 4685 760/914 
Email: giancarlo.corsetti@eui.eu 

 


