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A8 nE 208 [ 188|222 (219|202 [ 242 | 190 |1.97| 1.76 | 1.67 [ 1.97
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6. A4, 4 = FA -0.001 0.007 0.023 0.071
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2k 4 26%<15} | 33%<18} | 50%<1 3} | 1009631 8)
1w AbE 0.201 0.264 0.398 0.797
2. WALE -0.081 -0.086 -0.098 -0.134
3 eNgz 0.340 0.449 0.683 1.380
4, e B rfEA= 0.109 0141 0213 0.454
5 ZA 2 ZolA4= 0.101 0.124 0.170 0.294
6. 94, 29 92 EA -0.003 0.004 0.020 0.064
7. 4% 9 ek = 0.063 0.082 0.122 0.241
8. 3184 = -0.094 -0.123 -0.184 -0.364
0, Y EAE 0.051 0.065 0.094 0.180
10. A= -0.247 | 0327 | -0499 | -1.014
11 2&A4= -0.032 -0.043 -0.068 -0.158
12, Q874 -0.179 -0.236 -0.361 -0.749
13. &7, A=7)7] 0.406 0.540 0.828 1.695
14. A2 7)7] -0.064 -0.032 0.037 0.241
15. SR -0.022 -0.029 -0.045 -0.095
16. 7]_?_ =1 /] E}Zﬂ?}_% Zﬂ;‘z‘— -0.360 -0.475 -0.734 -1.639
17. ﬁﬁiﬂjl—i SRS ) -0.010 -0.001 0.018 0.071
18 A4 0.005 0.006 0.006 0.001
19. LA 0.033 0.043 0.064 0.125
20. &-4l7 = Z=up -0.032 -0.050 -0.088 -0.200
AR 0019 | 0026 1 0039 | 0078
22, EA B dbd -0.011 -0.021 -0.042 -0.107
23 8% 9wy 0.061 0.082 0.126 0.258
24, RE=AF F AL A H] A -0.004 -0.008 -0.016 -0.043
95, BEHA 9 =up -1.212 -1.604 -2.444 -4.961
2. T% % nA -0.254 -0.334 -0.505 -1.015
27. A48 8 7R v 0064 | 00683 | 0085 | 0146
98, 7]} -0.060 -0.083 -0.133 -0.281
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A 4 2626918t | 33%%13} | 50%<13} | 1002618t
1 sHFAE -0.260 -0.344 -0.522 -1.046
2. FE -0.583 -0.749 -1.100 -2.129
3. eHE8E 0.742 0.983 1.498 3.045
4. A B EAE 0.772 1.021 1.561 3.241
5. HA Bl FolAFE 0.370 0479 0.710 1.382
6. 91, =9 % =4 0.088 0.125 0.204 0.439
7. A B A RAlE 0.552 0.729 1.105 2224
8. stelAlE 0.259 0.344 0.528 1.034
9. vl E Al 0.096 0.125 0.187 0.367
10. A1} 0.120 0.158 0.238 0472
11. &5A% 0.222 0.293 0.444 0.881
12. G714 0.275 0.364 0.553 1.100
13. d71, 27171 1.116 1.483 2.270 4658
14. A2717] 0.307 0.459 0.786 1.762
15, 574 0.525 0.696 1.060 2.155
16. 7k 3 71EkAl = A AR -0.146 -0.191 -0.303 -0.765
17 A7k o e -0.078 -0.091 -0.119 -0.204
18 AA 0.023 0.030 0.043 0.077
19. 22w -0.161 -0.213 -0.323 -0.649
20. &+4F 2 o= -0.158 -0.216 -0.339 -0.700
21 &5 3 -0.091 -0.119 -0.180 -0.358
22, B 8o -0.196 -0.265 -0.412 -0.845
23 58 3 u3 -0.079 -0.103 -0.153 -0.299
24. FEAE H A A 2 -0.186 -0.248 -0.381 -0.773
0. Tedg B ol
26. a5 37 -0.314 -0412 -0.623 -1.245
27. AH3) B V] EpA e 2 -0.050 -0.073 -0.122 -0.264
28. 715 0.157 0.204 0.305 0610
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1. BHFEFE 0.452 0597 0.908 1.842
2. FE 0.096 0.127 0.193 0.387
3 SHEE 1.115 1479 2.268 4709
4 AH 2 TEAE 1.485 1.962 2.986 6.072
5 5A B FolAE 0.089 0.124 0.197 0.403
6. A4, 29 % EA 0.561 0.740 1.123 2.258
7. 4% 3 AeAE 0.198 0.269 0419 0.864
8. shehAlE 0.919 1.221 1.870 3842
9, AT EFEAFE 0.860 1.140 1.741 3570
10. A1AFE 0.653 0.864 1.315 2665
1. #&A% 1410 1.875 2.886 6.055
12. AR A 0.244 0.323 0.492 1.014
13. #71, @A77 0471 0.628 0.964 1.980
14. FE717] 0.088 0.118 0182 0.367
15. 5731] 0.684 0.905 1.376 2784
16. 7H- 2 Ve A2 A% 3.050 4.053 6.273 13571
17. Ag7tx g 5 0.227 0.300 0457 0.922
18 74 0218 | -0289 | -0443 | -0.904
19. w2 0542 0.717 1.089 2199
20. &A1 " =l 0.264 0.346 0522 1.040
21 & W uH 0.212 0.288 0.451 0.928
22. B2 9 wg 0.386 0.509 0.770 1541
23 5% % 1y 0.389 0513 0.778 1561
24, ¥-F5% B ALdA B 2~ 0592 0.781 1.185 2.386
%, TEHH R =
26 W& 9 oHw7 0.040 0.035 0.021 -0.028
27. Ab3] 9 7 ERA H] 2 0.357 0.470 0.710 1.417
28. 7| €} -0.226 -0.300 | -0.461 -0.955
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<Abstract>

Analysis on the Economic Effects of the Tariff Reduction:
with a Special Attention to the Welfare Changes of
Different Income Classes

Lee, Myungheon and Sung, Myung Jae

This study analyzes the economic effects of a general tariff
reduction, paying special attention to the welfare changes of
different income classes. For this purpose a CGE model of Korea
with 28 sectors and 10 different income classes are constructed.
Taxes (tariffs and other taxes collected on the imported goods,
other indirect taxes, corporate and personal income tax, and social
security tax ) as well as government expenditure (consumptive
expenditure, transfer, government saving) are reflected in the
model. The effects on the different income groups are measured by
the changes in the real income which takes into account the
changes in the prices of one unit utility.

The parameters representing the differentiated economic
characteristics and conditions of different income classes, such
as labor and capital endowments, tax rates, transfer income,
consumption structure, and saving propensity, are estimated
by combining the informations from the annual urban
household survey, input-output table, and other macro-level
data. The micro data shows that the share of capital income

in the total income 1s higher in the higher income class.
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Using the model, one can see that the general reduction of
the tariffs results in increases in the utility level for all
income classes and that the relative changes in the utility is
greater in the higher income classes. For example, a 100%
tariff cut results in an 0.87%6 utility increase in the 1st income
decile to be compared with an 1.133% increase in the 10th
decile. Such effect is due to a higher increase in the capital
rental price in comparison to wage and the higher share of
capital income in the higher income classes.

Policy implications are as following.

First, the trade liberalization, though not dramatic, has a
income distribution effect in favor of richer classes, which
might call for a political concern.

Second, the model predicts decreases in the production level
of some labor-intensive industries. The adjustment process,
which was assumed to be frictionless in the model, can, in
reality, be accompanied by unemployment and a negative
effects on the welfare of the lower income classes that are
supplying their labor to those industries.

Third, the main factor that causes the differences in the
changes of the welfare among the income classes is rather
the relative price change between the production factors than
the changes in the different prices of the utilities. This means
that, if the government decides to counteract the rich-favoring
effect of the tariff reduction, policies to support the real price
of wage or to encourage the capital accumulation in the lower
income class are more effective than ones to influence the

price structure of the consumption goods.
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