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3) Kim er a/.(2015).

4) Fleischer and Rivlin(2009).

5) Gibson and Kim(2017)& ¢ 30871] 2 A T71H4 WHHE AME ¥lkol] It BAH 0 B4
A|AleFHA Cox and Wohlgenant(1986)7} 53448t i EAIQ! AJAE(American Journal of
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S 2 AFE0N HHIA R £ o] AT BYQ 1 ESE B8

i

=

FA A A2 Jehg FAlof aPshe H P49 £82 Deaton(1988,
1990)9] Aol HIZE= k. thet Deaton®] A= 7HA¥SRe] AR <l
8 718 Aol W A g2 Y=g HH o7 23R Fala, Al B
245 714 S9] o]229] WAL o] g3] 7HhF o7 T&tYr}t BAl o]
AY 773 H 05 F7g3 Deaton?] At AH|AFO] 714 AF5ol tiet A4 of
5ol A9 mlujsith= AIE =&3191.2H, o] 7|25}l Deaton(1990) ©I

o] AMAL 49714 E-go] HEA QI W EC Z A2 &
At

7FAo] tiet F25HY tl6= o824 22 =E5h= Deaton A+HHES]
HAQl HeElAs 7HH2 McKelvey(2011)E BF=2 Astke] X 9E A&7
4 5942 7HHS7 ZEE A=E AR e Aol 717 = olgk
t}. Gibson and Kim(2013)2 HIEHS] & 714 450l Ags] & 48[
AA tf-go] 2ATS Ytk & =i T AjAASo] ARy A& 7t
A 5ol tigt shte] ti-g =t o = A Bt & 4l F2o] W A AH R
Ash= v FE51% 2 AL5HA] ot o] AR =S HesHA
2 ILBSHA] 2 71T
g Aol LA A FAo] Zesh= A% T Deaton 4]0l o]sh
THHARI A2 7HAgrg o] mmd =2 2 Ueliute A1E 2ol A
CRE]IT}, ohrobm7|Y o] gl AHlo] High A4 g8 112ste] Folut
gl AvFe] FAE FHE She A B BgAdS A5 Gibson
and Kim(2019a)°lA = #&A3 7HE v O & 3t Deaton HH4]9] 7

=

O

6) Gibson and Kim(2019a); Chung, Chung, and Kim(2022).



Zo] et 77 S Bargh vt Qlok. #8942 7 9] B of ol &
S g3o0] A3t Gibson and Kim(2015, 2019b)ollAl+= A9l
o] AfolA & 7180l 717HdS HAiHh

FA] mh} A A vl o] tieh 48R P Aol ALtk 2 A9 A
STHHES 32 =7 = Q= BN & A AP ERE 2olols
B AT A& A5 Kok Fatt FF 3ol 7]ofd 4= k. Chaloupka
et al(2010)2 IHA| WAl A 4714 9] Wb} Qi 7| 2o A5E A2
B7H 5o = s AFAAZ dAE WAIohs SFA] 4]0l Bid
Ao o AehrE SR oY ANl 7HA Aol tigt FEs) the-
SR ot SHAIY B AEE gHle A
A0 =8 Aot HA|A QI Tl 714 o= IRt AR F 6k th-&-
oA HIZE= A ol et =8 F77F A= AHE= 237t 312 Ao]
of. vkl gt 22 FoiA o] A% AFEATE 2E5AA o Blsh A7l o s
SO, BASHE G2 o= STA A WAlo] & e E oo & A
It}. Gibson and Kim(20192)% 3}3Folr7|Y 7HA| RARL RS o]-8-5o] &
Aot A3, gHlo] B A5l 2 A4 7T EAdS 7Y kA gHiAlR
oI5t 7} Ao WE 7} 9l 220] ZAIhS WEj7} Q1T At o] Qo]
HHll(rolling tobacco)® HAISH= 2¥E S HAh o|AdH Tt
FA9] Aot 4H7} 7HESRaL AR|RFY] FASY th-g-o] EAsk= B-Folle =
9 AT B S BRE ok @A QA AAo] @58 daiE 7HA
2 & Ath= Aol 52 Y271 ok Gibson and Kim(20192)2] &S
83 1148202002 HHll -2.9] A 7HAgE e skl 9% H 2
=Y A+E, Gibson and Kim(20192) HHE28 ARESE X2} BAFA
O IS 7HIT 8 4 HES] AT ATE Blasto] AT Eo
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U] gl $412 gel 7HA 2R S AH83t 975011, Chung, Chung,
and Kim(2022)% 1402002 $H39] $% AAD AES A8 A7E
ofc}. [3E 4-2) Ah2 ool FasiA 712 wstol ek amlape] WA e
o OIS EAjsH, 1 271% BAHS A (A ¢ FHHg

o oI A L HIFS AL Btk o] AT Zuks b8 A
FHAgE Y Aol
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H)Z9] S A A HTt. McKenzie,
Schargrodsky, and Cruces(2011)+= AA191710] @& A5 4o st &
B} tf-3 A0 2 A Tl Al BAAET B AFe AgkE 2] 98] =
EA5FH}E7) Chen and Juvenal(2018)2 A7

o
=

59k 210l Au[HE FolA] i Al Bk e B b 2ol s
A

2. 7Y X2t AH|XL 2

Foo| oA £ AR5 27T Ao FH 2 a9E 7HAE ol f=
>3 2o 584 AnE B9 AR Jojet 8 W] ARSEA
(deadweight loss) 0] W AH|Z} o] 9] §HQl FH9] o]9](gains from

trade)o] A7) whzolch, Hm9-glo] 24 B A Fojol gt e,

7) Fui7HA 9] HSHE AT ol AR T2 A A Q] -SR] ikl FRIE Bof HHikE W
2= P9 (bulk discounting)ol 33t F7HGibson and Kim, 2018)%= it} 5 A= disgFtajjo u}t
£ I FAT 7ML} iAo T dfjatolut A7 F2e] SE o) W3t 554 Ak
(liquidity constraint) &5 3 0]H-S B s}



AlFAo]E(new trade theory)olA= FHORE Qs 718t A& thFgo]
AHAF S S FAARIT S AF TS AHHY] a8 8830 A4t
o] me Stk 284 o]2lof B £ 9] ofejo] TAYSH= E ThE U
o}, weba AHFAEA(FTA) 52 B8 S B3+
A dF=2 vAlE T2 A F 7 E WrolE 5 Stk AAlE BA
Ay Ei= Ql5to]| WhE 714 st adte]i, EAle AFE
=9 A Fo] YolAHA S 4= U= o]olrt. & Hof AgATol thgt
+=9l= AR 9)(2012)2F Chung, Chung, and Kim(2022)2] A-ollA] =
Ot 82 L7 Ag skl v]-F 7 FAA T B 22 AFE 57
Sto] 7 Apalrt 4R FA4g0] vlA|= FFl it AP AT B4R
o]} ] AAA|A A= FTAR QIgH 4H|A} 248 S a7t SA| Azt
A ks A7 55 AT AR 2(2012)= =9 SAITPEA FTA
SR ZZA Q] 7 Aot FF o7 =9 AHA Q) W] =27HA 0] 5Ht
Fol= EFotal Ul &H|A 7HA0] stshA] k2 o] {E AAIRtH: o] A
old= F2ARA 210 2A 9 ABAY] 5724 FFTEot AR A
B A = 27t 1 U0 R AREQUY. SHH RlofA iAo v
< 2HA B3 A T s Aldi 2 WHgsHA] Fohs 7Y o=t
T 79 AR3kE 58 7H QlskE Aldsl] ol 8A ftes 8909S it
Feenstra(1994)9] &S &-85t0] A& thdd9 a7tE £43t Broda
and Weinstein(2006)< 1972~2001d 717t A& ool o2 vj=to] £
o]elo] 20019 GDPY 2.6%° Eoh= A& HAISH3IE Broda and
Weinstein(2000)# £ AYHES festo] A4 HloJHE £A4I9F
Mohler(2011)% 1990~2006¥ 717 A& thdg S71= Q1 F£99] o]ejo]
200614 2912 GDP9] 0.27%C] Exslth= IS LAt Axlal 21(2012)
9] A& v &3 4% Mohler(2011)9t -FARRE =502 UeRHE=T], o]
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AT AFolA AT £ o] oA H zlo|7F WAL olfr== v=
H] 5l 29]20 fh=of| A Q2] AP S} o] Wtk H3t AE T
S7F &7 vjso] v =Y HE 52 5 AUtk 2 Feenstra(2010)=
Arkolakis er a/(2008)2] T3t WS AR8-5to] 1467l=t0] tsl 1996
7% AF g ST e FoldE AT Ay Y v Y S B
A g2 Aart AL R QIR A TF/olA HIES FHol9dE 57t
AR BTl o] RES A-85to] f-euete] F-ooloS 4t 24
¥ AR 2](2012)= At 2087 A T S7HR QIR F-o]ojo] thA|
4ol FHA o wet F 9 BlSS AR B 8.3%01A4 21.7% 9 Ui
ofl Jlom, Y8 =% BISZ o8 5 4.7%C1A] 12.8%2] HPlol U= &
of g S717F AR TPl S A I vRthe A AAISHT.
FLoll= 7o ARatet vt TA| 1ol 4R $A0f vl FF=
T = FHAA ARIZE A vl ERE FRAE S0
ZAZE IFEAE 2018 HFE HATAES ol2et £
T 1 HES 77 REF=A el gt AFE 36kt 7
7 2 vl=2] A2 AlFel diet BAl= Bt 3% =013 3
O = QI T =RE| ] FYFol thet BAI7F 24%7HA] X|5:Q4Th.8) uEt7t
A2 S olof thfet th-3 o= HtAlE 7.5%A vl= AlEl thgt 9
TAE 24% oo 2 Fohe XS Dok Amiti, Redding, and
Weinstein(2019)2 2018d2] 74 70] w|=9] A& 7143 FAYof| v] A=
FEFS AFRE ==2ollA A el whE vl-o] thiz AH|AA M 7Hpass
through) A& HolEth 47H4 AT 1= Igt A4 oFsta =
A 7HA0] 1%p 3 E= A 2H LM ol ABAEAA WY 149 &
9] AAAE 740} T2 BILE 7HHYTHE Aolth Fajgelbaum er al.
EYn AR A IFor n=59] =910] 32% Ao S=
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8) A¥Z 2)(2020), p. 17, [1¥ 1-1]1 1]-F A= Hat TAIE F0].



o w02 QI ulate] o] 11% sk EAagt. 1 A3 Sl
BE T2 T4 AP Jolet Aul} ol mEE vlT] A

of gelo] &ohg 71 ATk FYPc. o4 FIAgo] dnlAe] FYL
OJBEAIITHE AFAT e P (5210 $YFH Ao Hok v
CRERLA R, A1) a7 3440l 1A G el HAUE ZEol A

O

Feenstra(2010)°l W=2™ AlFHol2o] 1970t THE ZhgS Wk
o= Etotal AF thd/go] A S vR|= G 1o T FHo
oo thgt AFAT7E EES| o] FofAA] B2 ol AlF] AP F=
Uetl= A= 9] 4217 U5 Wk7] miieoltt. o] A d W tiAE
d& ol-&sto] LA TS T A4 F-Hol o] HrhstA A Y E= Al
7F 28R Harris(1984)9] A= vl=ate] w04 /iytit = 79
o]olS 45l sl =84 BAAEE F Aledlold RYS =9kl +F
O] AAE Eyoll A ] Htsl, FHolejo] HrisHA FA == HY
(bias) Hzoll A& APEsh= ByPollA FAFAQ1 @ 420t A2siqict. AH7
4] 2 (simultaneous equations model)?] HO(bias)ZE AUl +23F
AACNA e GES Im 24D 4 fle wAIE sHEsh] i =74
Z*(instrumental variable)& AR&df|of sl=d] upget E1H-E 2|7} of
7] dZoltt.

Feenstra(1994)= HEAE FHE H IAFH AN dErE=
(source country)Zte] Armington(1969) dAEtE] A4S o]-&-3] o]z{st A1
(identification) ZA1E s @st= WHEES AAIRHHE ATk o|2]2t Feenstra
(1994)9] ®FriEol whet ohget wqA7e] qAg =S ds] ALt 4
QA =HA] YA A7H%E Broda and Weinstein(2006), Mohler(2011), A
A1 2](2012)9] A= AF T At FAE7HARY A4S 53l &
Bl SA IS 1123 FHol)2 g o Al HUHh 3 Feenstra
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and Weinstein(2010)2 EHAR T g5 o]85to] 7 A7310] 714 o
SAaNE LF% 0 & 75191, Blonigen and Soderbery(ZOlO)l“ uj=
AFEAA HlolB & Eg-oto] AF T/ 9] 718 2 S aE FA5kL
A SAE o3t ASEA Hlsf F v o} 2 ST7E S HAh
71 9ol Arkolakis, Costinot, and Andres Rodriguez—Clare(ZOlZ)Qr
Arkolakis er a(2008) HIA|ALE7} obd FHARE 0|8 Hf-olx= F
0|99 40| 75 ol 24 o' FSHAlt

FTA A|20f thg A Q1Ist71 714 skt 9 AB|A} 3440 A= 3
g = A FollA F5 oA EAY 5= U= AA dAE A A

EETE FTA9 2HIAHE7 T ASATEA B, J5749(2018)2 FTA

Ado] ol FAIFHol SHi=EA E7HE5EC] oFF S U=AIE
7271 F50] Hisl AFZ og BAsIei olF #I8l 7Hd7H(the but-for
price) 7H'@2 ol-&3to] 7H4 24 A4S Rl
= 35 7PFARl AHAETRG S 785 AA 2719 vt 4
7}, 2004~15W 717F ABRHE717F A%t 0.76%p QIskE a7t Qe e

= 2439t

FTAS] 714 st} axo] digt B4 o4 +dAIEe] F45 123 sUid
T= Tt 2t oJAI8(2013) FTA Ao W TA| QISIE = AH|A}
7¥Ao] stetohd St gato] wheh 4xH|R} S4o] FHjE|ojof St AR+
FTA A 2=02R¢E 9] £9714 sfeto] 24| Pths £AIE A o
AF= FTA A= 0 25 E 9] £dFo] tiet sli4u|Ate] i avks A&
ZARRT 435 v 0 &2 a3 AEA S B9l ASwAe AAlskTh 1A
Aurls, F4, BE 9 gl 484 59 8.210] ol Fojv|gt dF=
02 A0 et v, 714, A2, HEl 2 ool w4 2 AL
2 Uehth SAaERE(2019) AH]AF Q1A o thet HERARE B9 FTA
o]% Il A TrfjE= =AF2] 714 WSt i -SHA] 66.6%=F-F 5t
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ks FHS A=t o= T4 20158(32.7%) 2 20161(42.8%) AL
Auto]| vl ZA| S7IRE Aotk AR FEE o] tiRt A RAA 2
Aol Thsto] FE Tt A2 FRe) oRRlo] tiet 8d Aot Y
2 epelof digh HERAr 2, SEA] 86.3% L 85.7%7F thddo] ST
FATH L SO, 66.4% L 54.7%7F 7FA0] sttt St 1
3175.5% 2 78.0%2] -SHAE FE o] FLEATIL Q1A sk Ao 2 e
ot E3F Q1] FufjAjof tisiAl= Blald] 17ke] F5o] HufiE= walof
A o] i Bl&o] 12.2%°0 Bdf 22 A T/ T(1.2%)2% & Aol & B
At

QHH FTAC] W YA s #45h= Hl Qlof &2 d2Ql E43 3
AH|R}O] A Fhdet = A2 FEA, 0]8e(2016)+= Heien and S
(2000) HL o]8-sto] sH-A FTAZ} 8H=9] 91Ql 4:9]o] u]x|& g7t
£ AFsIqin o] AFtolAs AL ol T B 8R1or 45 7t
4, 7125 a1EFon, of7|A 714 At @Rl e AS7HE Al3=4E 2l
o] AR Uhe HE(AH7H)E AR E3 7|27 2% 288
Qlo] & = QUth= Aol 7HA19] @] 41H] H]F-2 Arg o] ZIAIZAH10) £
A A delat T F AT A5, 71, 71 2(9]4H] HIS) Atolof] 7]
@ TA7E Ao, RH-AF FTAS U Ateloll= SA1Z o2 F-ofH|g &9
AL = AR U FTAS] RAFER 77 2AhS Boich

7 A2HE % 71 Qlstu AF v SH7E 21 F99] o3t 4
4] o Aolghe Holle o129 AA7F AT AA]
Aol AHAP7L o] F ARt ol ARt Alte] BastAY 7R At
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10) H3J2, 23, BHRA005)L LT Sdego] 7HA12) 91aju] A1Z0lnt o] 1A Belck 2.4
St 8 9ok

H2E 43

0z
>
0%t
re

7 - 29



VAR o] He| WA BA|, ATEES) Ho] 59| o R QI8 AFEA
2 583 APAT 0] JB5H FAAAES ANT R HE EAGT 2
Q159] 71 B2 Deaton(1988)9] A7k AIAISE Hlek o] Ash vl 5 o
ArHAS Y BT SHe AYFPPHAS B A vht 9 op
A& A0|A7E Al HEshe BAZ AGT BT 2 47 PHES 7
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7o 4GB A ot E A, B 90t EL o4 58 5
47} 7218 SAI I B3} ok B9 SUEA) asiet 245 B

H]-8-0] HoF 5.2 918 ZHjAl7]E a3t Qlrt. o]2fdt ¢ FlolE 7|&
9] UEZ Yo = T wol £QYsk= WA Ffi(intensive margin)2h A
S YA o] Eoluh= 993 gfi(extensive margin)
7k Sk 2= YA g} od A s 53 7H sttt 1o whE A
$YE9] FF7F Hole ok Edivt £ Aaske] ana o4 F
o a7lojch

A5 Bolo A FE29] A2 HSTEE 0|84 =43t o=
EF9] A ol T A FATH RS EEd B4 2 AR B4
(A=, 71254, 7F JE, &%, 715) 1L 4 o] A 5o whet Fof
== HSZEE 7|50 & o]F0]%)7] wfiolt}. ol & Eof AFsXHHS_8703)
9] A% 7H&¥ B2HHS_8703.21)2 A tF5-82HHS_8703.33) 181
A71ZHHS_8703.80)= AF&sAteh= she] A& HolAd 7] the F7= Q1
A=, 9kl A7 EA YT o= thekgo] S Ao HEot
§HH Armington(1969)° WEH 22 FEolHZte thE S7 A= E
Bl UE Aol 27 o FRE A4, T2 JES AZE 7= 5 E
$Yotd o] FA] A4F tpdo] e ACoRE Ert. o]=3t Ho= Broda
and Weinstein(2006), Mohler(2011), A1 £](2012) 5-2] AF-olA £
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3 AR oA AET TR B oHe 2 AA S| 1 HHH Ho]
¥ F50] B7H5oHE SV} glout AnlASo] AR Adss Tkl of
ARg Bt PAACR ATRTH: HolA §-88hct
£ AT 7129 A% b 9ol E(quality) IS FHHOR
o) B8 BUT Al © EAL THIE BRE): TR E 293,
A% HSTES 71 A7 UA e 2o mhet 49 ol 9L
QI dlolel ol Al o] gt F210] ol 7120l WigE|girta & 4 glo.
eh S9E7ke] Holo] 7|xste] E4 Tl Abwle 4 glck.
Ao A SH H20] P G F AR o Ao FTAY] =0 T
5912 B TPy 2710] P02 R W vl gl ojele] A
7t B thopye] WetE DAY WA HSTES 7NHo R s £U%
o A4S olg3tel Tt ke e SR o104 Ty WMok
AR}, o] 9lo] YT A0 S o U o BAE o] §le] 59
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11) Blonigen and Soderbery(2010)%= Broda and Weinstein(2006)2] &2 719 & At=7of &
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SRS 7122 ot Y oRIY AE P2 HSFESH A E &
3l 74 &= Slrt. Rl FAIFZIAER] HS 479)(S; heading)oll Al HS_
2204% HS 69%91(42%; sub-heading)ollA= #52] S4(&uE, 24k
&) 123 eRlo] TA Ql= 8719 &l whgt 37FA(0~2L, 2~10L, 7|eh)
2 FEH} 9912 HS 63 71& 20164 o] A7 E 47 ZE=Z BRFEQ)
01} 20179 ‘HS_2204.22(2L %3} 10L °]8} &7]0] &2 A) F =7} 3715
HA A= 57 RER EFEL QU 7P o] B2 F52 2L o5t &
719 @2 A(HS_2204.21) 2.2 20214 7|& =+ 9l 49 83.8%7 o
710l sigEct. v 8719 gF3t sl 20179 A= AHEHE 2L 23t
10L °J3} €710 ©-& A(HS_2204.22)' 9] <] H]EE 0.7%, 121 ‘7]e
L EF(HS_2204.29) 9] HIS2 1.6% B35t}

S=9] AW (tariff line) 2 & 2-85= HS 102I(HSK) ZEofA = 359
Uut EEF(HS_2204.2-) shEollA] HERel, Sto]EQRI, 71EF 3714]9] A]
B 3Tg FE5R 9le}. olof whet HS 1029 7|&0] w2 9191 20164

14 8714 9 20174 o]F 11714 72 &4t kAR Z o] wet gt
oF §719] g0l whE RS AQRITHH, S¢d0] o]FofX = eRIY] FR+=
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0.52) 5 ot 27}0] 4312 WL Holt, o] AulgolA HEl glele]
o] T2 vhefof uls) ArjH o o o

| B 34, RXIE 2401 SRO| AIXPI 7| ZSH |
zz | m2 | BE WS _ | T,

ol o) 7H T 23t | 25%ile | 7L | 75%ile | ESHEL

=ZA 50 83,753 125,649 1.50 12,917| 30,426/ 37,933 48,585 479,245
o= 208/ 55,175 45,862 0.83 5,217 18,855 43,009 76,122|268,875
O[Z2(0t 83| 29,618/ 19,257 0.65 6,838 18,5600 25,000 34,000 98,125
e 44 32,527 16,806 0.52 9,947 14,632 37,247 45,698 74,286
ES ] 24 56,311 36,784 0.65 20,000 31,400 36,069 62,255 127,000
SF 293/ 50,189 59,633 1.19 7,900 17,739, 38,173 60,000/ 700,000
FEYHE 209| 51,775 26,875 0.52| 20,668 36,304/ 42,539 59,333|189,565
= 15/ 13,617 1,326 0.10| 11,547 12,4301 13,900 14,456 15,597
FHLACE 531223,215 139,672 0.63 42,314| 87,933/ 200,000/ 350,909 500,000
T 979| 59,720 72,3221 1.21 5,217 24,125/ 40,000, 64,000/ 700,000
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7ol 2nl7HAS) W9l 2, B4 repgel £ A0 Uehdt. 49 skl
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B S FTA 5 7o A95jo] 2 £4 tepde] 5717 2817 3430] 1]

A= ool iR AT, B thpo] S 9 o] 2 B8 2u|xje] A

qeg AxHon BT 714 Wslo] tiet 2ulKe] AH Yhg, & 5o

AL 810 T A QA5 5052 18] Ho] Seke v o 2 E8 4

AESIAL Aol 2 BEA Ratz Q18] 7Hdo] A5Y o we E4
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HA Chung, Chung, and Kim(2022)°] we} 2 Ao A Aol 24
o] oA} 714 A Ee &5 Ao St 25 e vl vt 2
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gt & FUS Bl IAHE 5Y FH DdRB(AlE S0 & 10kg,
750ml 24?1 18, @Hll 13+ 5) 7H4 0l Zlo|7} Atk 2Juitt. of= 4 Ao

7F Yol FAER| 9] Afo] Fo & A|Fo] HEA F-EE= BFE vishk= 4
Algt F&ANA 9 AFE i F S (variety) T FEEE 7HdolH30 A& &
FAA] =77 et S (750ml) 71H40] Z o™ 7 Ao A] AMESh= &

0]o] ZHo]= Aol QAR IHA oolat A E 910lS YAk 7} than
B AE U AolMe AR APEE AEoE EE Aol A
FA9] tido] Bz RRlolu Gl TRt 71AH 9] of 2] BRRES 25}st

15U BHHE oA tefRt 7T 9] Al ZRITh & SH Y &
2K750ml)2] 9}91 3 Hol| iz S=ul W] 7}2 Xjo|7} L= ZA o] Xjo]7} ZA)

30) Krugman(1979).
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31) KT&G, 221 A= (HHY: 2023. 2. 10).
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ARESE] wzol B ZHARARIEES AN She AT BHES 78
sto] ofgjel o] 7|&arteh. 44 [4] 4-113 [4] 4-2]+= Deaton(1990),
Gibson and Kim(2019a), 1813 Chung, Chung, and Kim(2022) 5°iA4
ARG T EL] 712 Ao g, 71 9 45 Hslof| oigh AH|Rte] A oigat
A g8 FE2 ook Aol ARE ool 44 [4] 4-3]~[4]
4-01 [4] 4-113} [4] 4-2]9] 712 &4 &5 $5E B4 285t 2
of ARGH. [4] 4-112 ASASHF w T TE5HTE She AF AIDS
(Almost Ideal Demand System) WH=9] 7] &
9] £5HSo]| W AFHFS 45 o0l I 2R 24 g8 Hsts
23ol= Ao 2 HPAIZ] H[AP(quadratic) =l [4] 4-1]9] AgHS
2 Inz, =719 211197 &5, InPg, = 719 271 ASPHAR, 181
71EL BASEE 2, ASE 4H]9) 2A1E YERfE to} ¢, 2llolu Hhfje}
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We = oy + Bilnz, +0In Py, + 2, + uy, [4] 4-1]

33) McKelvey(2011), Gibson and Kim(2013).
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AL SR ASAEHT we, o AR ASAEH2 AekE
AR = 7Hote] shue] Agdet 7HA T A AHRH Q)] 5= A
c}. oo wret 249 A% 09 Bt A& F(w )& B-E5to] A3kl
HREA ep(=0ln Qg /0In Py, = 0/we— 1) AL & Qi ey
oA 713t Hiet o] Ashr thafRt FA 9] A dS HAIA o= st
= & AFoA=, 9o E2 GUAE 7HIR kA ARl AR FA19
SiAofl =27t B astt. Fe e IFANGAZEA Ak A& Mz ) 7+
AHE (p )9t ThFS N FEAEY 2HHE(g6)Y w2 vttt o]
T ASAE N (2 ) o2 FEE TSk e HeRA 9] Aekau|®
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olgks 7 7HA 2 ] Fw gy = vy Q)28 THEA . F 7t
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AHsh=71Rhe A &H] A8 UElis, ©@97H v, = 7H 3 HEO]
of 2] 49| ot 42 Y= 22 A8 JHE Z9d’ith olE &9
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Q19| ©7HAT 7HA 71| TAE BTN (19 4-112 A5 &97HE |
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Invg = ay + Gylnz, + pln Py + o2, + Uy, [4] 4-2]

| 7 4-1. 7121 B0 Chat AHIRIO] ERSHE (AR |

-h LT linear fit = === 45 degree line

T T T T T T T T T
-4 -3 -2 -1 0 A .2 3 b

&3t 23 He7H

K2 RAF &,

4 4-20% (4] 4-113% ST ABRSE Agstol /AR 374 B
B0l /2] A%p)E RSt S 19} 28 185} FUT A
9] [ 4-113} [4] 4-219] A%E TR Yol 7148 SHHAFE)
AR FA ep(=0/w—1)E A% 815 InPe, o) the) Hula}
of oA, ol ABHE HAAE NFoH Ao Tt ez
v Qo 2 BATE FGAA A9, 714 watol] gt el 32 AA

A9 G T BHL o= (0/wo— 9) 2 $HEG. Th2A ER

34) A1) A1 H5S FWSE S AIDS P E0] S8 BA HOR el AHgHE 0|97} A
Ao Ao 142 ARt S BRI, 218 B Q1) 24 Asle] 71 AR
NPAZAL A% RS 5o Brk. o) Sof 9ol £-0 BAS I IR AR 2401 S

E B Aot 55 FF A% HRE AU AYAT 5 et dvolLt 21 4l
2 FawE S AR 29N B 7o) O sl ol sigeic. 2gHe 7 wst
U 25 Wil et Avle] 94 g Eajo] Bash] wEold
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st BAEQ 7HAREA ep= (0/we—1)2 (9/wG P)T (o= 1) &
2 goig 4 gow, g %I 3 AR WA g AR AT P
29 /MRS e a2, 4 97 S0 A9 e vehdn. o
A YA Aste] A TAdo] Wk} glo] w9ibae] o] disf A
(D2 HSITAG o = 1) D2 MR AL 0] BT, AR o ke
ASEA 9| o] et gertAe] WEAol 7129 wEgRet AL (11
4-112 9919] Beirto] 7h2o] v)s) A7) WSS ¢ < 1) S ek
3 Sk oS Bol FHA 1 50 A o] Thzo] st e
70 g w2 hRISHE FAsHFel WAL, ot 1Heh AL glol 2 A
olm, A ZAALAH (o~ 1) 2 3k 7H Zeleh. 17 4-11914
DA 7HAe] dfdt 78711 25 § THE BANSE 2T 44
[4] 4-219) F8A50] oJsA ZHHE. E3E o] A5FHA]
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A ¥rieel 94 7pgol tidt ol ARt olof High AEEA dike
2 o] 204 A48 Aedict g [0 4-119) E97H 71871 74
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2 Ak &5 710 tiat 99t e] e veis 6,2k 2kt
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A4 B4 ep(= 0/ wi— 1) 5 AHBSHE W, 2 Qo)A 714 Wislo] of
3t AR A 8-S 1 HEAREHOR o (= 0/ w— o) B AFRIIT
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we = oy + Bilnx, +0In Py + vz, + 6, In Py X Inz, +uyy,  [A] 4-3]
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e &5 FEEE FE0ke FEA2 ol 4 4-519F [4] 4-60]0=2 &
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Executive
Summary

The Impact of Trade Liberalization on Consumer
Welfare: A Focus on Quality Diversity

Chul Chung, Bonggeun Kim, and Minchirl Chung

This study investigates the impact of domestic price changes due to
external shocks such as trade liberalization or global inflation on quality
diversity and consumer welfare. Free trade agreements (FTAs) can reduce
the prices of imported goods through tariff elimination or reduction,
making it crucial to evaluate academically and in terms of policy how this
price reduction affects consumer welfare. In contrast to prior literature
on trade liberalization, this study emphasizes the role of quality diversity
in explaining its impact on consumer welfare. We focus on how
consumers qualitative responses to price changes, such as selecting
high-quality products when prices decrease due to tariff reductions or
responding to price increases due to tobacco taxes by adjusting the
quality of their purchases, can influence consumer welfare. This study
also provides policy implications regarding the impact of trade
liberalization on consumer welfare.

Using time-series data on wine and cigarettes in South Korea, this
research estimated price elasticities and separated them into consumers’
quantitative and qualitative responses to price changes. The results
indicate that the qualitative margin accounts for as much as 40% of the
total, demonstrating that consumers qualitative responses to price
changes are quite significant. We also found a statistically significant

consumer behavior mechanism of quality shading in response to price
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increases for both wine and cigarette consumption, suggesting that
consumers qualitative responses are as important as their quantitative
responses. Moreover, we found that price reductions not only increase
the consumption quantity of the same product but also lead to a shift to
higher quality products, further enhancing consumers’ welfare. For the
first time in the literature, we analyzed qualitative margins by income
level and found that the price elasticity is higher for lower-income
consumers, and most of it can be attributed to qualitative responses.
These empirical findings suggest that consumers can adjust their
spending on a particular good through qualitative adjustments while
maintaining their overall consumption, particularly in response to rapid
inflation. This response mechanism is particularly more effective for
low-income households.

Similarly, this study confirmed the existence of consumer quality
adjustment responses to income changes through income elasticity
analysis, with the size being larger among low-income households.
Qualitative responses to income changes demonstrate that consumers
can adjust their expenditure by maintaining the consumption level of
staple goods such as rice or pork while reducing the expenditure
amount, particularly in situations of declining real income during
economic crisis. As with the analysis of price changes, our results suggest
that this consumer behavioral mechanism in response to income
changes can be also more effective for low-income households.

The findings of this study indicate that trade liberalization's expansion
of quality diversity has a positive impact on consumer welfare by
strengthening consumer mechanisms, particularly in response to
inflation, drastic price changes, and real income declines during
economic crises. These results provide a novel perspective on trade
liberalization’s contribution to consumer welfare, with the analyzed
quality diversity effect distinct from the product diversity described in
traditional trade literature, thus representing a new source of gains from

trade. Consequently, when assessing trade liberalization’s economic



impacts, the quality diversity factor should also be considered. In
addition, this study demonstrated that quality diversity expansion for
consumers can be achieved for agricultural products through not only
agricultural production policies but also trade liberalization. The
resulting policy implications are significant for both average consumers
and low-income groups in terms of welfare.

However, the qualitative response of consumers to price changes may
not always improve policy efficacy, particularly for certain types of
goods, such as harmful goods taxes, where product quality diversity may
not necessarily have a positive impact and can even have a negative one.
For instance, if consumers switch to low-quality cigarettes in response to
an increase in cigarette taxes, the quality-downgrading response may
ultimately have adverse effects on health indicators related to cigarette
taxes. Furthermore, when discussing harmful goods taxes, such as soda
taxes and fast-food taxes, to combat obesity problems, the expansion of
quality diversity can have the opposite effect, increasing the supply of
unhealthy low-quality carbonated drinks or fast food. These discussions
hold significant policy implications, indicating that to achieve health
policy objectives through harmful goods taxes, it is necessary to prevent
low-quality goods from entering the market, which could pose greater
health risks. Finally, empirical research follow-up is needed for staple
goods such as rice or pork, with future studies needing to consider

consumers qualitative responses when using price elasticity.
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