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Does Proactive Import Expansion Ease Wage Inequality
—Evidence from Final Product Tariff Cuts
CHEN Hao CHEN Haiying
Abstract: The key to governing a country starts with enriching the people, and narro-
wing income inequality is its key issue. This paper concentrates on analyzing the wage
effects and impact mechanisms of initiating import expansion by constructing a theoretical
model and conducting an empirical study using a generalized difference-in-differences
method in a quasi-natural experimental framework. The results show that proactive import
expansion significantly decreases interfirm wage inequality by reducing their productivity
disparity, and these findings have passed the corresponding robust and placebo tests. Fur-
ther study shows that the degrees of market competition and the government subsidies af-
fect the import expansion impact on reducing the interfirm wage gap; the greater the de-
gree of market competition, the more significant the import expansion effect on reducing
the interfirm wage gap, while government subsidies tend to widen the interfirm wage gap.
Additionally , the import expansion impact on reducing the interfirm wage gap is attenuated
in industries with a high level of government subsidies.
Keywords: Proactive Import Expansion; Wage Inequality; Productivity Disparity
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