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Abstract:
This paper provides a theoretical and empirical analysis ofthe effects of
unilateral tariff cuts on firms’ export product scope. The theoretical model
explicitly incorporates cost of management, in addition tothe commonly used
production cost. Firms are heterogeneous in terms of managerial efficiency but
homogenous in terms of production productivity. The analysis predicts that the
home country’s tariff cut reduces all home firms’ export product scope, whereas
in response to the foreign country’s tariff cut, a home firm’s export product scope
expands (shrinks) if the firm’s management cost is low (high). These predictions
are supported by our empirical analysis based on data on Chinese firms from
2000 to 2006.


