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		Abstract

		By considering a model with identical firms, Paul Krugman (1980) predicts that a higher elasticity of substitution between goods magnifies the impact of trade barriers on trade flows. In this  paper, I introduce firm heterogeneity in a simple model of international trade. When the distribution of productivity across firms is Pareto, which is close to the observed size distribution of US  firms, the predictions of the Krugman model with representative firms are overturned: the impact  of trade barriers on trade flows is dampened by the elasticity of substitution, and not magnified. 
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