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Trade Liberalization and Product Markup Dispersion
within Multi-product Firms
ZHONG Tenglong

Abstract: From the perspective of multi-product exporters, this paper, using
markup dispersion across products within firms as a proxy for within-firm resource
allocation efficiency, empirically studies the effects of trade liberalization on markup dis-
persion across products within firms and the possible mechanism channels. First, the main
results show that both output trade liberalization and intermediate input trade liberalization
significantly reduce markup dispersion, which is also beneficial to resource allocation effi-
ciency within firms. Robustness tests, such as considering endogeneity issue, replacing
measurements for key variables, using industry-level tariffs, controlling omitted variables,
and changing estimation ways all conform to the benchmark results. Second, Heterogeneity
tests show that the above effects are comparatively more profound among foreign, private,
high-productivity firms, and the firms in industries with higher market concentration or
capital-intensive industries. Third, the mechanism tests find that narrowing the scope of
products and increasing the concentration of export products are major channels through
which trade liberalization affect markup dispersion within firms. The above findings have
further enriched the relevant research on resource allocation efficiency and the gains of
trade liberalization, and provided empirical evidence for further promoting trade liberaliza-
tion and improving resource misallocation.

Keywords: Trade Liberalization; Multi-product Firms; Allocation Efficiency within
Firms; Product Markup Dispersion
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