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Abstract

We analyze the implications of endogenous markups for the dynamics of
capital accumulation, in an environment in which the the degree of compe-
tition increases with economic development. In equilibrium, markups are
inversely related to the aggregate capital stock, which makes it possible
for the marginal revenue product of capital to be non monotonic, even if
the marginal product of capital is strictly diminishing. That feature raises
the possibility of multiple steady states and, most interestingly, multiple
equilibrium paths (converging to different steady states) for given initial
conditions. We conclude by discussing some of the implications of our
model and assesing their empirical relevance.
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