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Abstract

This paper considers the effects of firms’ lobbying activities on the
domestic government’s tariff settings under the situation where there
exists asymmetric information about the competitiveness of domestic
or foreign firms between firms and the government. Under the exis-
tence of asymmetric information, firms’ lobbying activities play a role
of signals about their private information for the government. As a
result, domestic firms pay more contributions and can make the do-
mestic government set higher tariff levels, if domestic or foreign firms’
marginal costs are lower. Additionally, we can show that the amount
of contributions from domestic firms under incomplete information
compared to that under complete information depends on the govern-
ment’s bargaining power in their lobbying negotiation.
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