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Does input trade liberalization boost downstream

firms' exports? Theory and firm-level evidence
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6. Conclusion

We have studied the impact of input tariffs on export status and
export performance. Using a theoretical model with heterogeneous
firms, we show that changes in input tariffs do not have a clear impact
on the export level or export decisions of food processing firms. The

sign of the effect depends on the fixed export costs and labor produc-
tivities of firms. When fixed export costs are low enough, falling input
tariffs decreases the probability of entering foreign markets and leads
to the reallocation of exports from low-productivity firms to high-
productivity firms. The export sales of high productivity firms
increase, whereas export sales of low productivity firms decrease.
When fixed export costs are sufficiently high, lower input tariffs
increase both the probability of exporting and the export sales of all
firms. Nevertheless, the most productive firms gain more than the
least productive firms. This model can be applied to all processing
industries that use a fixed proportion of intermediate goods to produce
a differentiated output. We then compared the predictions of the theo-
retical model to firm-level data on the food sector in France. Our empir-
ical findings do not invalidate the conclusions of our theoretical model.
Even if the liberalization of agricultural trade increases total export sales
of food firms, its effects vary between firms. More precisely, lower tariffs
in the agricultural sector favored the exit of French food firms from for-
eign markets and increased the export sales of more productive firms at
the expense of less productive firms. These exporting firms losing out
from lower input tariffs represent a low share of export sales but hire
a non-negligible share of workers due to their low labor productivity.
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