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Abstract

This study is to analyze the economic effects of tariff reduction using computable general
equilibrium(CGE) model. We set up the social accounting matrix for five-base equilibrium year. Our
main findings are as follows. First, the impact of tariff reduction on GDP was different from time
to time. It meas that the differentiated economics structure was affected by tariff reduction. As our
economic grew up, the impact of tariff reduction was measured much higher. Second, until 1995 the
impact of tariff reduction on total export and import was increased, then while 1995 the increase
was dropped. This is because we reduced the tariff by the WTO negotiations. Third, the tariff
reduction affected the price of imported goods, so it contributed to substitute effects between
domestic and imported goods. According to these results, we found out the importance of the linkage
between the tariff reduction and economic structure.
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Table 1. Industrial classification

AATE dslel WE A A5 shEn #4129

classification

Industrial classification

Agriculture, Forestry, and Fishing, Coal, QOil, Gas, and Minerals nec, Food

Agricultural and

products, Textiles and Leather products, Wood products and Paper products,
publishing, Petroleum, coal products, Chemical products, Mineral products,

_manufgcturlng Metals nec, Metal products, Machinery and equipment nec, Electronic
industries /
equipment, Precision instrument, Motor vehicles and parts, Manufactures nec,
Electricity, Gas manufacture, distribution, Waste and recycling services
Construction, Wholesale and retail services, Transport, Restaurant and
Senvi lodging service, Information and Communications Service, Financial services
ervice LT . . !
industries nec, Real estate and lease, Scientific, and technical services, Business

services nec, Public Administration, Defense, Educational services, Health

services, Culture and Other Services, Water
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Table 2. The Macro Economic Effect of Tariff Reduction by Economic Structure (unit: %)
1975 1985 1995 2005 2015 2019
GDP -0.01 0.05 0.005 0.012 0.034 0.034
Total export 0.699 0.837 0.893 0.392 0.254 0.233
Total Import 0.552 0.893 0.926 0.441 0.318 0.265
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Table 3. The Output Effect of Tariff Reduction by Economic Structure (unit: %)
Sector 1975 1985 1995 2005 2015 2019
Agriculture, Forestry, and Fishing  -0.049 -0.085 -0.111 -0.265 -0.363  -0.321
2 Coal, Qil, Gas, and Minerals nec —0.212 -0.847 -0.585 -0.431 -0.713 -0.664
3 Food products —0.018 0.081 -0.103  -0.201  -0.442  -0.413
4 Textiles and Leather products 0.913 1.875 1.243 0.015 -0.128  -0.278
Wood products and Paper

—_

5 products, publishing -0.309  -0.301  -0.309  -0.133 -0.2 -0.171
6 Petroleum, coal products -0.114 0.044 -0.255  —0.034 0.153 0.454
7 Chemical products -0.167  -0.139 0.117 0.074 0.041 0.134
8 Mineral products -0542 0614 -0315 -0241 -0239  -0.211
9 Metals nec -0.285  -0.453  -0.215 0.02 0.183 0.246
10 Metal products -0.158 -0.217 -0292 -0124  -0.103  —0.118
11 Machinery and equipment nec -0.68 -0.744  —0.94 -0.275 0.505 0.308
12 Electronic equipment 0.612 0.341 0.895 0.503 -0.107  —0.069
13 Precision instrument 2.227 -0.491 -1.215 -0.25 -0.199  -0.066
14 Motor vehicles and parts -0.223  —0.051 0.195 0.401 0.226 0.143
15 Manufactures nec 0.75 0.365 -0.347  -0.206 -0.465 -0.414
jg ~ Flectricity, Gas manufacture, g3 o081 0039 0066 0065  0.091

distribution
17 Waste and recycling services -0.032 0.004 0.055 -0.002 0.025 0.05

18 Construction -0.436 -0.447 -0.432 -0.271 -0.218 -0.188
19 Wholesale and retail services -0.003 -0.051 -0.049 0.004 0.008 0.016
20 Transport 0.084 0.081 0.219 0.108 0.218 0.213

21 Restaurant and lodging service 0.051 -0.009 0.173 0.163 0.151 0.153

information and Communications o g9 o5 0029 -0.04  -0.064  -0.059

Service
23 Financial services nec 0.042 0.011 0.02 -0.008 0.006 0.004
24 Real estate and lease -0.03¢  -0.017  -0.035  -0.043 -0.039  -0.029
25 Scientific, and technical services  0.039 -0.055 -0.061 0.051 -0.089 -0.071
26 Business services nec 0.048 -0.03 0.045 -0.009 0.009 0.014
27 Public Administration, Defense -0.191 -0.098 -0.106 -0.091 -0.117 -0.111
28 Educational services -0.061 -0.119  -0.059 -0.035  -0.023  -0.027
29 Health services 0.123 0.154 0.104 0.021 0.002 -245%107

30 Culture and Other Services 0.065 0.084 0.133 0.069 0.098 0.098
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Table 4. The Domestic Sales Effect of Tariff Reduction by Economic Structure (unit: %)
Sector 1975 1985 1995 2005 2015 2019
1 Agriculture, Forestry, and Fishing ~ —0.051 -0.078 -0.115  -0.266 -0.363  -0.323
2 Coal, Qil, Gas, and Minerals nec  -0.223  —0.843  -0.588  -0.431 -0.713  -0.665
3 Food products -0.036 0.08 -0.117  -0.211 —0.448 -0.42
4 Textiles and Leather products 0.638 1.262 0.717 -0.151 -0.233  -0.35
5 \Wood products and Paper 409 _g311  _0333  -014  -0204 —0.175
products, publishing
6 Petroleum, coal products -0.122  -0.014 0313  -0.137 0.051 0.314
7 Chemical products -0.244  -0.202 0.02 -0.009  -0.009 0.065
8 Mineral products -0.567 -0.626 0324 -0.247 -0.245 -0.223
9 Metals nec -0.39%6  -0.549 -0.27 0.006 0.144 0.194
10 Metal products -0.396 -0.445 —0.354 -0.13 -0.109  -0.125
" Machinery and equipment nec -0.738 -0779 -1.074  -0.321 0.376 0.195
12 Electronic equipment 0.165 -0.061 0.317 0.29 -0.136 -0.1
13 Precision instrument 1.04 -0.736 1442 0342 -0.241 -0.119
14 Motor vehicles and parts -0.372  -0.242  -0.074 0.173 0.091 0.041
15 Manufactures nec 0.292 0.063 -0.459 0242  -0.478 -0.432
16 Hectricity, Gas manufacture, distribution 0.03 0.081 0.038 0.066 0.065 0.09
17 Waste and recycling services -0.032 0.007 0.054 -0.002 0.024 0.047
18 Construction -0.437  -0449 0433 -0.2M1 -0.218  -0.188
19 Wholesale and retail services  8.91x10* —0.011 -0.052 0.016 0.005 0.007
20 Transport 0.041 0.086 0.122 0.073 0.191 0.189
21 Restaurant and lodging service 0.053 0.034 0.152 0.154  1.49x107"  0.15
22  Information and Communications Service  0.045 -0.006 0.026 -0.038 -6.4x10° —0.059
23 Financial services nec 0.042 0.017 0.019 -0.003 0.007 0.005
24 Real estate and lease -0.034  -0.013  -0.035 -0.04 -0.038  -0.029
25  Scientific, and technical services 0.039 -0.053 -0.061 0.058 -0.089 -0.072
26 Business services nec 0.048 0.023 0.037  1.95x107*  0.009 0.013
27 Public Administration, Defense -0.191 —0.098 -0.106 -0.091 -0.117 -0.111
28 Educational services -0.061 -0.119  -0.089  -0.035  -0.023  -0.027
29 Health services 0.123 0.154 0.103 0.021 0.002 -3.49x10™
30 Culture and Other Services 0.064 0.091 0.094 0.066 0.098 0.097
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Table 5. The Export Effect of Tariff Reduction by Economic Structure (unit: %)
Sector 1975 1985 1995 2005 2015 2019
Agriculture, Forestry, and

Fishi -0.016  —0.258 0.03 -0.226 0314  -0.261
ishing

Coal, Qil, Gas, and Minerals
nec

3 Food products 0.173 0.124 0.2 -0.006  -0.347  -0.313

4  Textiles and Leather products  1.379 2.55 1.835 0.34 0.006 -0.136

Wood products and Paper

-0.14 -1.002  -0.464 —0.46 -0.694  —0.631

5 products, publishing -0.05 -0.158 0.021 -0.068  —0.156 -0.12
6 Petroleum, coal products 0.015 0.538 0.14 0.287 0.329 0.68
7 Chemical products 0.307 0.267 0.537 0.323 0.139 0.251
8 Mineral products -0.381  -0.464  -0.029 -0.129  -0.165 -0.12
9 Metals nec 0.368 0.005 0.152 0.092 0.266 0.359
10 Metal products 0.409 0.061 0.05 -0.088 -0.06 -0.06
11 Machinery and equipment nec  -0.155  -0.388  -0.209  -0.136 0.585 0.382
12 Electronic equipment 1.339 0.845 1.524 0.666 -0.042 0.011
13 Precision instrument 3.32 —0.065 -0.58 -0.072  -0.132 0.007
14 Motor vehicles and parts 0.382 0.286 0.966 0.686 0.36 0.274
15 Manufactures nec 1.155 0.737 0.004 -0.036 -0.389  -0.326
g Clecioly, Gas manufacture, g5 o0 027 0479 038 057
17 Waste and recycling services - -0.154 0.222 —0.045 0.08 0.131
18 Construction -0.075 -0.327 -0.109 -0.238  -0.081  —0.024
19  Wholesale and retail services -0.042  -0.323  -0.011 -0.105 0.031 0.078
20 Transport 0.221 0.072 0.445 0.182 0.29 0.297

21 Restaurant and lodging service  0.036 -0.23 0.304 033  1.94x10* 0197
Information and

2 Communications Service 0.193 -0.231 0.147 -0.113  -0.065  -0.056
23 Financial services nec 0.042 -0.337 0.054 -0.166  —0.042  -0.021
24 Real estate and lease -0.058 -0.313  -0.013  -0.19%  -0.129  -0.088
o5 Scientific, and technical 0123 -0259 007  -0.056 0081  —0.058
services
26 Business services nec 0.085 -0.282 0.111 -0.124 0.008 0.016
27 Public Administration, Defense - -0.123 - -0.168 -0.12 -0.109
28 Educational services - -0.514 0.006 -0.168  -0.019  -0.021
29 Health services - - 0.329 0.01 0.018 0.02

30 Culture and Other Services 0.139 -0.135 0.463 0.167 0.121 0.124
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Table 6. The Import Effect of Tariff Reduction by Economic Structure (unit: %)
Sector 1975 1985 1995 2005 2015 2019
1 Agriculture, Forestry, and Fishing  0.61 1.484 0.82 1.278 0.754 0.661
2 Coal, Qil, Gas, and Minerals nec -0.145 0.105 -0.136 0.002 0.145 0.322
3 Food products 1.973 2.687 3.086 2.977 2.547 2.205
4 Textiles and Leather products 0.658 3.001 1.228 1.417 0.844 0.926
5 Wood products and Paper a7 440 0765 035 0304  0.269
products, publishing
6 Petroleum, coal products 1.144 0.408 1.492 1.036 0.316 -0.253
7 Chemical products 1.279 1.975 0.854 0.438 0.207 0.06
8 Mineral products 3.134 2.34 1.113 0.869 0.795 0.599
9 Metals nec 0.222 0.433 0.022 0.102 -0122  -0.243
10 Metal products 1.56 1.094 0.918 0.79 0.718 0.75
" Machinery and equipment nec 0.219 0.691 1.713 0.513 0.17 0.132
12 Electronic equipment 0.504 0.573 0.724 0.294 0.582 0.423
13 Precision instrument 1.02 0.588 1.65 0.458 0.298 0.153
14 Motor vehicles and parts 0.195 0.501 1.58 1.002 0.867 0.732
15 Manufactures nec 0.485 2.761 3.349 1.561 1.452 1.165
Electricity, Gas manufacture, _
16 ydistribution -0.098 0.12 -0.19 -0.047  -0.29 0.455
17 Waste and recycling services - 0.168 -0.114 0.042 -0.008 -9.93x10™*
18 Construction -0.798  -0.57M1 -0.755  -0.304 0296  -0.281
19 Wholesale and retail services 0.044 0.303 -0.093 0.137 -0.018  -0.057
20 Transport -0.138 0.1 -0.201 -0.037  -0.524  -0.583
21 Restaurant and lodging service 0.069 0.299 21110 -0.022  —0.341 -0.365
gp Information and Communications 4449 0407 0153 0047 -0.046  -0.087
Service
23 Financial services nec 0.041 0.372 -0.015 0.16 0.094 0.05
24 Real estate and lease -0.01 0.287 -0.058 0.117 0.117 0.073
25  Scientific, and technical services —0.045 0.259 -0.193 0.172 -0.168  —0.203
26 Business services nec 0.01 0.329 -0.036 0.125 0.02 -0.015
27 Public Administration, Defense - -0.072 - -0.014  -0.095 -0.12
28 Educational services -0.096 0.278 -0.124 0.098 -0.046  -0.071
29 Health services - 0.231 -0.121 0.032 -0.158  -0.207
30 Culture and Other Services 2.1 0.66 -0.153 0.003 -0.106  -0.128

9 4 - g 3_7414741
7 Slek. o EEAAE 1975335 201997
A 6 NFdE 9918 vgew #77 )
T2 BAseIN BAREe] FFATE
Hage). Fo wAARE s ge
2.

A, BAEE] FNFAL B ANT
Al g AR 7 dgalol uet Aold o

r-{m

f

F& Wt AAlT R Wste] we #Az
Z9] GDP AFE 19754 0.01% 723t A
k1985 0lE 0.05%, 1995 4l= 0.005%,
2005391 0.012%, 20151 9= 0.034%, 2019
o= 0.034%2 e

A, BASe] Fe] B BE =
o F7hHs Ao deiyt, FAFoR:
1995W7 A= Z7lslthr) 1 o] Z71E

Zase Aoz et ok #ARE
o] F5%E 9% F5Y 2H9 A 9|

e}



AATE W) mE WA A% Eas 24 135

AR, 2 AAEadE dujE, 34 9 A

< ¢ A gi=

ozl IAIgle] BE Ao 4t&o] F7} PAE FHAR o] 83l HlFo] =2 Ak
g akde HE, 7k 9 FY), A, 1 = AHHA 27t el & FdEat
st 9 7epu| 22 el 53], 815 ES o]k 2Eakd el A dAE ut
AE, 12} FEAZ L BAE FEo 2 A3 A £ 2E SUEd adge et
Za37F 197593 19850l Hasithr) B4, =A Ao 10% FALS =3y
1995 o|Fol= ZVIete Ao R et T AAREE AE FE - o HFGEo]

uld], BAEES A FUAE 71 Jolatdtt. ol YAt Ul oA
o] A B2 giFite Aol 49 A, BATZ, 712 BAE Tol 23] Foldt 3}
o] F7lel= Ao®E EXHY w3l Fdsdk FEIE ZHen e dAEE] g9 BA)
10% #ATEL] Aole At A< AL AR 548 1dte] Fxo]
A et ol wheh AGEEE FolEdE A oF 3,

ol3t Ao 7 YEehyit}, o] =i IATEFS APY 2kE, £EY

ol ENAAE vigo R o2} e o] 22 EAMEIAINE, £ g A& FH|
A7 ol & A|AstaA) gtk AA]|, L @ 2z ARAAE= 5%6}/‘4 EHH BAEE0
Al FFEEo] AgEdets FA 2 AtgTFxe 2k B 2ke] FElE A E el ik AT
At 33l whel GDP, F4%, 5%, A = FF HAZ G
JrEY A= So FHrl wle Aboldirt=

References

Choi, Se-Kyun, (2001), “Effects of Tariff Structure on Agricultural Tariff Structure and Their Effects on
Tariff Reduction”, Journal of Rural Development, 24(2), 23-37.

Kim, Chung-Sil, (2000), “A Comparative Analysis on the Effect of MMA and Tariffication of Rice Using
CGE Model”, Kukje Kyungje Yongu,, 6(1), 105-136.

Kim, Chung-Sil and Sang-Ho Lee, (2003), “The Impact of the Uruguay Round on Korean Economy and
Agricultural Sectors”, Kukje Kyungje Yongu,, 9(1), 121-143.

Lee, Chang Jae et. al., (2005) "Economic Effects and Strategies of the Korean-China-Japan Free Trade
Agreement, Korea Institute for International Economic Policy.

Lee, Sang-Ho and Chung-Sil Kim, (2013), “The Economic Effects of Korea-China FTA Using Dynamic
Computable General Equilibrium Model”, Korea Trade Review, 38(2), 97-114.

Lee, Sang-Ho, (2015), “The Economic Effects of Korea-Canada FTA Using Computable General Equilibrium
Model”, KOREA INTERNATIONAL COMMERCIAL REVIEW, 30(4), 213-226.

Baldwin, R.E., "The growth effect of 1992", Economic Policy, Vol.9, 1989.

Baldwin, R.E., "Measurable Dynamic Gains from Trade, Journal of Political Economy, Vol.100, 1992

Melo, Jaime de and David Tarr, A General Equilibrium Analysis of US Foreign Trade Policy, London,
1992.

Hoekman, B,, "Tentative first steps : an assessment of the Uruguay Round agreement on services," Policy
Research Working Paper, The World Bank, 1995.



