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The purpose of this paper is to theoretically clarify whether and when the
optimal tariff can be zero for a large country. In particular, I reconsider the optimal tariff for a
large country from a dynamic viewpoint. | incorporate import tariffs and tariff revenues into
either R&D-based or capital accumulation-based growth models with firm heterogeneity and
cross-country asymmetry, characterize the optimal tariff, and compare it across the two models.

In the R&D-based model, the optimal tariff can be zero for a large country. In the capital
accumulation-based model, although the optimal tariff cannot be zero for a large country, a more
productive (and hence an economically larger) country sets a lower optimal tariff.
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