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We investigate how trade liberalization affects firm productivity using a
general oligopolistic equilibrium model with division of labor. We analyze the impact of both tariff
reduction and a decrease in the number of non-trading sectors on firm productivity and welfare.

We obtain the following results:(1) A decrease in the tariff rate and an increase in the number of
trading sectors increase wage rate.(2) A decrease in tariff rate reduces firm productivity of
non-trading sectors and increases firm productivity of trading sectors. (3) An increase in the
number of trading sectors decreases firm productivity of both non-trading sectors and trading
sectors. However, it increases the firm productivity of the newly trading sectors.
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