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Abstract

Purpose - How are gains from trade distributed between countries when economic integration is
achieved through free trade? The purpose of this paper is to answer this question.
Design/methodology/approach - This study attempts to address the issue of distribution of trade gains
between participating countries following economic integration in terms of positive economics. The
analysis is therefore based on a theoretical methodology.

Findings - First, commodity prices fall and consumer surplus increases in both large and small
countries. Second, when economic integration into free trade is achieved, gains from trade always
exist in small countries. However, the size of trade gains depends on the degree of difference from
the market size of the partner country, the large country. However, the size of the gains from trade
depends on the extent of difference between the market size of the large country. If the market size
of a large country is much larger and there is a large difference, trade gains will be very large,
whereas if the market size is similar, profits of domestic firm will decrease. Therefore, in that case,
the size of the gains from trade becomes relatively small because only the gains from exchange
exists. On the other hand, in a large country with a large market size, there is a possibility of trade
gains only when the market size is similar to that of a small country, which is a trading partner.
However, if there is a large difference in market size, the decrease in profits of domestic firm is
relatively larger than the increase in consumer surplus due to trade, and rather, a trade loss occurs.
Research implications or Originality - Our analysis contributes to filling the gaps in the literature
regarding the distribution of gains from trade, and from a policy point of view, it is meaningful in
examining the impact of market size, an important variable considered in regional economic
integration of countries.
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MAE =Z2 I7HE 3 AFAYNE BE PAAES olEA gvke 212 BAgte] 712 dE F9
shtoltt, F I7PF AEA S FouM Boh tekdt Astel Au|aE TP vhe rtdew 7Y
T 7] wizoltt, wEbA] AfF-do] olFrhs WAlE AAIgteA dhte] mamteln, 2L g I71t
Aol AkAY o] FAE = BV BastA] ek, webd o] =ele Sk I AR T
ZAA1Ege] A sdEel7] e sk, vt I7k b aSfel| mE F-9fo]S(gains from trade)o] &3}
Hﬂ—fﬂt AL ofyrt, '—Exﬂ‘j ojo]golA F2 Z7t b Hla-9le] whE FYol52 wol e v,
ejol5o] I7t 2 wiE EAle A es gttt a2y il I EAls doksle olsrolth
*ﬂﬁl AAHeRE FAHORE FATH =7t F53] o FolAe FAHlN FHol5] AFHY TA=
=7F 3 =Y Fa 3w ARgle] & eyt gl wlEelt
o] AFollME BAZE WE Hrl= 1F Fol59] 2o B3 ZAE ‘%—%‘ﬂli(posmve eco-
nomics) FHoNX T+FuA gty & AfFFAdor] AATHe] o]Fold u FHo]5o] I7} Fhel
o €A Wi HET}? o] ARl thek tigte] & 7o) EZolrt, ofef 23elM H 7HA] -‘\E«l% AR BRA
gk, ol 5ol Bk Aol thdet Alzto] EAFT. e o7 Fol5S HEA] Fol2elrA
H agd me FHol5F 7| A5 wE oSS T ALEA T AFew At
olglgh Ao shellA 7 Frb=e] AF Z77F I7) b TSl ofgAl JFFE wAeT) sk Aol
2 =29 2ot e7tEk Ry oMol o] 1dF FHolRoM= AHTS Al oﬂzﬁ(ﬁxﬂ’“ﬂlﬂ
Aol F9 A IHAAH7HA 3] Foldt Frol wheh Zhre] FHo| 5o A77F AAHH, wdxol
Ame] 79 A FW 7T Abelrt 245 I Ul Fo|So] t A EAlgte AL FA]¢
AV‘Olﬁ‘r 1) Ujrﬂ‘r*i BATEIL & WTLFS FHORTE Y o]5o] F4] &+ W, 259 A4
18 7Fs/dol atka ol&d 4 Qlnt. o]2ldh a2 F-ol8e dl&e] wo=e] AR
£ A% E’-7li SAstaL, & S7HE 71 3 AAREI Aol ofbd ESHAA L] FHE diA 2
o o8] frES AEI7E she Aol B ATe] #AAbeltt2
$H, B =E2 371 3 TS5 viREAt ddE g AA2HA BASE =29 A7l
Atk BAARD Bl BATES B o] o]gF o & FYHo] AN F2 A B H (static)<!
S A o] FAE AYL Y2 1T F gk AFHoZE AREANRE (computable
general equilibrium model)-& 53 582 (dynamic)Q] F-E7FA] £8ste] SFade] Ad= el g3
£ Wekete] ZAstele Al=rt BANE B3k A mdks dds] SAstetle 38 Rado] EA)
gitt, 53] A8 AETEe] rbs 1 AR AR Rl tid ReRoF] JA4E Tl
wjFo) 2AF&A el FHo]EL &A3=d| A7} Ut} 2Hox EF3ar 3 o] Fol5e]
3l olrelrt. 53] IAlaL el whE F-Ho|5o] Frtm Ao A7 whEt
AGHE e FrHEIA BEA] ol & g o},
Shell A Fol2lMet g, Bet A ESARA S AAR I7F
to] F7]e) whe} o|EA wjEHEeTt she %‘i% °1i14°i =5otaLst gt
oJo]59] v} Fdste] £dA R £EFYW FES vl Zlosta, AR es
A Al 2HHE Fad MEd APGTRe °ﬂﬁk° wz] B ozl v
o3 7‘@ A A27geME Fol5e] Ao B Al B3 7|€ =ojok I dAE
A3gelr g A FHasx 9 F4 295 =230, viAY e g A4l s I

_V&

N
(b
30
N

o
rr
)
rlo
oy

N
rlo

p
Mo

o

—Ll

ox 12

rlo oﬁ‘, —d

Je
o
f
5

i
_ﬂ
i
fo .
12
%
£

1) Fool5e olgaow Aol Ald $4 g5 2 Yo ofEsie Ao FAHAL, E F4 BHeIN 2ulxsh 44
Jole] o 24,

2) Felolse] E7k b viEo] bR e AAltRel stk @ w) 1 Fus =elo] Wt g Fo 4 gk 3 AHgshe
AAA el GDP elslol elgdlel mAo, 713 e RPN A} wEolehe el Banel A5
FhitRel AR are wEeo] €.
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AT Fag AFFA| 7kt she 79| o]5o] Wsh= o]24 H2E Esta A
< &3t 1 A7|E F5k Aotk e FolSoldt T2 o]2F o} AFH
2 +33}7] o]"@e}, Ricardoyt Heckscher-Ohlin 283 -2 17 # 0] v w99 2o x
3] 53 o] 1 o]5(gains from specialization)d} w8he]] W o]5(gains from exchange
TEEo] AHEY, &, Zxo] HueE A Aol Egfste] Sl =W AA A A
A HY 88402 o|FojFozH o pE o]5o] MASITE, o]ojA] Zraro] AYsbel| S3eh vlu-2
AFES AFAS7A (autarky) oA o] wEH|EEYE o FEigk 202 A AfE A4 wte
ol5% FFE & U "ot oA HMFHU Hu 22 ME thE 2GR F(inter-industry trade)
B3te] 7o) o] 55 AHstal ARE AE T VMR SAg, v A AX=E 7 8
o e U G WelA trdFst AFEC] A AdW FA(intra-industry trade) o]k
o] =&ytt}(Balassa (1966), Grubel and Lloyd (1975) %5). 283 2 798 Ag3lr] s
Krugman (1979, 1980, 1981)2 =44 ZAAE BHS IAFS Rold A8k AF-Jo]&(new trade
theory)& F33t5ict.d 22 RE TR A 9 FEFaPEstE B3 798 58 vk o|5(gains
from variety)o] B4 o2 thFolA A MZL FHo|Sd gt 77} &is] dojyittd) B vk
dell 711k F-o|5E = wf AdvtHo R TSR] oFe AAHR] AFF vFEe Hstet o
w2 ALS|A S0 ZIPEA Xk shevt shs WFe] w4 5 et ool oE Hol EAgtt,
gk 2 2@ FAAEL 719E] o]dA A Axlel wEt A2 F-e] o]ojo] WA & ok
Aol F&53FAcH(Melitz (2003), Chaney (2008) &), TAFAL Arbdo] =2 7|Ho] 758 3l
WS g7 e v, Aol B2 719 ARAAdA THEY HEEHESR gttt o] A9
#HE7} et x4 53 (creative destruction)$} &AM HlAUZ o2 AF oz Aakgo] =L
7199 APFEf-&o] S71stel whet AAl Akde] e Aatdo] ol Fo9 o]5e] AddE 4 ke
=golt}, ol9eE Figt FEOE FAF-FL 7Y 1 BAS ASIAIA 7HE QS AAIEHA FroEA
Fool5g A& = AUrh.> oA =9 A FAZ FYFAet(import quota)e} 22 v o]
o8 ygtallA TUZIdEY AR E S PABtER FEATHE AR 2AEC] e ¢ =2
oo 2 ARGl WE AAEZ AHE Fkete] ANzt T F oY SHA Fdo|5S &gt
3 e & dok(De Loecker et al, (2016), Harrison(1994), Levinsohn(1993) 5).

o] glo| = F-ox}-f5lof ufg} FGol5 | F7izt vy} Bste] o]FT(2000)-2 FHo]5 9] uljio]
N u)Rbe] FAZT e HlEEd A9 IR (CEE ] I7)7 2 57 &3]8 Foo|SelA R
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@ 5 AW N1EAAE TeehE Bed 5 drke AL ol@Ho® Holw glrk. 2 A AT
& AT AFAZAA SolA BTk 2 Folol5e il AW AEAAT AT Tejol5e)
Aol FErt A e sheld AfTele Ade PHolA & & etk AL #Hsha o
7o Folage] /&Rt A7k 1 FololSol L vAE Fa aclolgh AAE 1l Aol

gy, Felo5e AolS, Folafald ute
A

3) 544 BN B4 s Aelolgdl vstel Feenstra(010)E Aol BE F1dlel Zatolge] i, 44 B Teln
ZHA7L )88 4 gl APEsHE AFS TR 37HE FeolSel A 7 Asska AN,

4) Feenstra(2018)e] w2, w5 A $-olo] Ulgh oleol sl MARA FATolel AFe] Hepge HiAA olg 74
o Fohe olde BASARE Aol 2 ejanE dAET ek 748 Ricardot 18174 MR 28] AN A AAS S BA
of fleliolA] siste] mole] auPbsd ES Ut BRE FhAA folsichs Ade Esha glgo] Feld ek

5) Feenstra(2018)& thit Z45bgolx] ¥l2719je] Wayeol wheh AEel chapade] 7hasstel Akl 2440 9% F 7FsAl
el el ol AAEe] AsFAe] A FUAN T Teld v, Bid vy 24 olslel A= 53t 2
e olF 29182 Wi 2T Bast YL A,
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gt} weba] 7o) FoeolSef gk SHE AEH Hlae-gld whE AN SUE T A3l
Sol FHA R nEHIY o, Krugmane] B o]F AF thddell 7I91ek Foo|SelM e AE7HA <]
stetolu ded] FEET o Tkl oEdllol she SHo] Aeitt. aejd g analEe] AdAow
7 BAE FREIAEA, = AAR LvEedn sttt A 289 SUtR HAEEA Sl
ek 2A7E Qo] AubARl Ak AnEd g Agsst] ofgle dAZE EAETh0 tieo] Ty
of we A 7 Ao &g 2 F AYA o|SW oy} /e whE BRI WA
Tre] FAES 5& Held FEHA o5 T ke Wl Fol5S o 4 glY] uhEel AEHe
2 Fo|5g =ofate A2 g dite] EAFT AMd AT BAH sEavtel #ud A%
T U= FAUh oI5 Aelst ol2 ARtEy] g AFH FA o AA} dBEH ge
FA o Apdott, o|x 7 F7he] Fodo|5e o5 UM, Ao AAFH, ARbAFe] 1Y R F

il

o7 oA =4 5 glo] AL WEs| Aostn A= o Aol USS Hfolsfor s},
webA] L2l o] AT =ofE olRo R JFSIER Fojol5 o g HEH A FAYTFR Aot
of ZAstaA I

. ARFE FololSe] wjR

FEIE o] B J1s] o] EAE e AAE YA ATATD A A warky)s
AR AR o] Aol glolr] Zhel A, A, Lo, 714de) o) g B ASA FAL
433 o]o] Afrelome] BAEG] °]~r°17§_ w) 7} 7F AR WE Relol5e] Aolo] v
Az B,

1. A9 718
oAl Afolone] AATHE & Fhw T el 1, 208 A, E ZARols T e sl
7190l +xno}u4 @ AL AR S ol 4% A1glel FAIEE TR JFom
Fgon PAHG, 2AS wesial] g8 A1 /1Ae mdaT. & F= 7o) Hual
z7e %aom Webd ARes Sagrsl & T side) SR s,

FHe) BB ARG hy e, & AR] by FAZO vsgo e Puleln A o
20l 5ERT, PRI 27120 DEZ19S 719920] AL By +e,©] FHIR eI 4 Ik,
Wb S7He] Aol FUs1el o8 WEgon ANE 4T F22RE FU8 ool

e

@ lo
rlﬂ _D‘ )

239 A0l & 2he) AR FEFEE Q =hy te, 7} B, RA o 120 A4
EZFFE Q,=hy, te otk BHe) HaAe 95 T el @ANLL ¢, =0(i=12)2 32,
Bl S AL 10 AL 2 aan, aene e Asel AAAAS Peka

g uf AFFRE Po=q—Q,(i=1,2) (a >0 37

oAl Z7H el YE/FS 7119 ol WpAle] BlEdst 2ol o Bulrg e 3
Frgoene] Yrg ¥ 558 Aok Aishe] Soltt F11 8- A7 gholdt, 1 oleg mole}
shd e 711 Aedel by D oo FFEA Thedt o] Uehdh

Rlopol

6) }é‘xﬂ =70 3 whlo g Tej3l BAHES ds] 9s) Feenstra(1994)“ 7} R giAeEds F45tY ol5 CES a83%

F AAl] A3l FUE T FFE TP e AN T wde AT FUet /MRS Ak e AXst

%lt} 4 Broda and Weinstein(2006)2 Feenstra2] 7}7ﬂx*ﬂ AN A A v SAREE o83 Tk o]de Aleh

th B2 ATEA ot e EARS Baght) striehe AAAHII9)E Aol whdskA] —‘15}« b dEadde

BHE §2] S s EAG). ofs} o] FF TP VS £ AFHolReHE TS Aodta ASd=r B dAl
7F Sl
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7T1 :P1h1+P2€1
(1)
= (a; —hy —ey)hy + (ag —hy —e; )e;

71992¢) olg FAF =eol ols) fAA Aol ek

9, 2 gie] BEE Ae] AS TS SUERhe v drka e webd Q5] A3
FAe FRFe] vz rE At suldolst FAIgel SIFAPAA Wolgolt olgel v,
FAHoR Mol ABFAL obdl A1)} o] Fel ),

VVIZ%(hl+ez)2+n'1 (2)
ol ANFaFET AL A v A7) 1/2X (FauE) el 719187] wjiolc},

2. AFASAA M ] TF
A F =7 A Eol JoiA FAF-Aol A gle B A=elxe A, THA, 7199 o)+,
ZH)AE o] B AE TS TERAL o] AF glE AFAE AAAAGMNE e —0 (i=1,2).
wEbx] F7H1e] 7]Hge] ol&2

m, = Py = (a,— ),

ol&T st BLEAQ dr, /iy = ay =20y = 0ZHE] F7H S| 2w, 7H, 2mlAe] B 71419
ol TE F slth R BE HolM FASImR H7120) L, b, sulAd] 2 7192e]
olfx nEIAE XL, wiElbd o AFRE QoFshH

AR by =a, /2, (i=1,2)

NANA: p=a;/2, (i=1,2)

ZHpd el CS, =42 /8, (i =1,2) (3)
719 ol&: &, =d’/4, (i =1,2)

ALB A W = CS; +r, = 34d2/8, (i=1,2)

3. SAAFAAA stelr o] #F

oA - F7} kel Tofol S| AfzE B ATolAe] FHARE RAsA, AfTIA 7191
of olge ()3 2, 7142e) olf= fAlehA Aol Ent,

7) QAR Fadr P=a—bQ (a.b > 0) oA 2ol f (a—bQ)dQ— PQ = 5201 o}, o714 P, Qx A7 A%
Y7147} Yol
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ks 719g1e] olg=Sthiste] ez

oy /ohy = a; —2h —e, =0
ary/de; = ay, —hy, —2¢; =0

FLE Eelsh PEE Z1929] olgFhst BA) A8

S hy = a;/3, (i=1,2)
FEF e = ay/3, ey =0,/3
NANA: Po=a;/3, (1=1,2)
ZHd el CS; =242/9, (i =1,2) (4)
ol m = (a,° +a,°) /9, (i =1,2)
AsE: W= ai” B+ ar” 9, Wy = ay’ 3+ a9

o] A FAWFE Q =M te; (i, 7=12:0 % j)7} B, = AR 3hlx] F U} 7]9e] olge
2t

4. =7F b AATRS] Afoloh F-o]Se uiE

SEE gelM T Yot iAozt b, et o] FellA F Ueke] Al 217t o] AAlE
ol wpe FojolSe] wjitel] o] JFL wHEIE w=elay] s Fe AR JfolE TR
gt} % uehe] gl ARTEE tehlE seuEE ¢ (1= 1.2) (¢ > 0) o]tk webA A%
2712 gealy] gl o) <a B HEEAE & Fk2e) AgaTEt diE o acka sk olateliE
=728 diFolet ta, ARt diHes e vete aFoleta diA.

o8l 74gatdlN A(3)7 (D B3l F AAAAL 8BS v B 94, AFAEAA A A
B AR 2 dFe] AANs 257 2% a5un dddes acke A 44 2 5 ok
a5 AANE 5% dEE AstuE g nE Wt Judos A B
FEFe AT 2 Ao R $EEHE 23 7]99] a3lo] ] Atke ARl HeHoltt ¢ /4]
olae AHTe AA NN N2 2 epdt

9, AFAZAA AA N A AAZ A w) FiHo o= It o o]5ertE Aun

A, et Afreo R BHgl tet sbae setsta 2uagelt Sk Ae & 5 At
o F3| aldEE Ml Astolrh, TelH /| GES] o gL oA SH B /1929] o] & 7E]

ARt
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5a2 — 4a* , .
Ar, = 1," — 1y = % = 0 iff 542—44°= 0 (5)

A7VA AR} st fE 22 AFAE A (autarky) 9} A-5-F(free trade) AAIS VERATE 21(5)9]

A degwxds 29 ;%f = 0.89, 239 7k4ol wel a,/a, = 10|22 AR FYP}
1

2 ay/ay > 2/V5% YL}, o] AL F dr, = 1, — x,) > 02 oul@ith, web g3t 7]e]

ol ATl ABAFHe] o]Fold w 3] gt

oAl &3 71ge] olgL oA HEA? wAR

5a° —4d? ) )
dr,=m*— /= g =0 iff 5] —443= 0 (6)
21(6)X HaFEzas W a—§£ =111, wabA A B 25 Adged, 9A
1
ay/ay < /5 /25 FFe] NAFEI} Qu|SEEAE Aed ol dr = — x> 02 onjaitt,

webr] AfEeatela a3 719e] o] &e ghadith whdel a,/a; = V5 /29 B¢E tZe] AR
7t & A2 Fe| AATRe] 2pol7h B vhis dEolt), o] ASelE dr =1 —x/ < 07} AT
o whebA] Aol AAET] o] FolA A o] 2=s|Ye] ol%e Zrlatth olsh o] Al
e a3 7190 olfe ARAoR T g Ao Al A0 wet 2 SR Y FL gad
_r_T: oh;]_‘— 740 oL :‘r: oh:}_

Ao 2 F=e] ALSA A wstE e EA}

AW, = W = W,/ = ———— = 0 iff 3¢ -84 =0 (7)

27l doFEEAE EW == = 061, WA a,/a; = 10|22 FA5

o,

He,

NN

ay/a; > V3/2/2 0 APEG. o] 27 AW, = W — W/ < 04L ofnjgitt, a@nz a3
ABA FAe AAEFEN Axld FThET E ARFRL 2 OFe] A8 34 Wk vpavA

oz 248 gk,

AWy = W' = W, = ——— = 0 iff 3a5—84] =0 (8)

2l(8)olr] a2 UE FH a—%% = 1.63, wabA] Al B BT APTRS] A vlgx1
1
< F230), WA o] ATESL AR E ay/a, = 2/2/V3ME AW, = W'~ W,/ = 0
7} *é%?liﬁ} wt A AT BATE stelA =] Ay FAL TAadth & 5o APTTRE
pol7} =4 ke az/a1 <2/2//39 BSolhe AW, = W, — W,/ < 07} =lo] AAEE hlln 4
[}
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g, Ao me] FABT ] o] Fold B AAFREI AL o] AslE FAL A 7

ahe Wk, ojsel Aol vl Age] Aojdel 276l wek e Aol A S YT e
o FE ok o] Aok wekd AAste) Andol AT nH elolgdiel Azl fAlaA
AR A gran

v, QoF & Z2

Agreloze] ATl e WL Aolw A=) o] Z7ka7) Wil delg). A7)
ol Aol matel wpE o] S QYA WE of5o] EAS] uhiLelch, thit H7} 2k mefol b
e e MEHE Ao] opn, & AT Ao} e Afrode] AAET He
27} 71 wefolSo] mUHS oo el Mel Ge] RUABAAG TESA BAF Ale] 27
e} ol@A) MEELI} S BE olgdon wEand sl BE Fol5e Aelahzu oA
o5 Al wet ol Wl Ys & Yovt oI AT G2 JolEe AFHoln g
BAH Ade M Eelshat.

0] WAR AR AFAZAAS) SAARTAAA ol F ebel 79 2712 was) 2 o
g2 AFAZAANN AT} 2 o] AAs w5k Ao JASEY Ao 27 deRd
o, A AAGAE AR 28 BAZE SAHAG $EF W) F19e] olavte e e
W, & Are MG £EF R Aol 2 AoR FESE &% /199 a6l o
o] AlAe ARAol}. E 7 71ge] olae AfTe] AAN] A= 27 ehde,

9, AR o] AT ol Wgol ket ehbs Evhe theat ol aokErh $4, ol
&% T A glol AR JHAe shesa anlels Fka B4, J19e olf SudME o
9ol A9 aRe A3 P, 23 719 ol&e AFitRel wet deith, FAHow 7
Uete] AR Aol7h A e W &% F1ge] olfe ZolSAW, tiFe] AR YHow
W &3 719 olge o3lg T wpAte R ASA FAL ofEl? hel ASY FAL
Aol AAEE oA At S v, dhFel Aol T e Age] ArhAsl 271 wet
7o) B FE R T AT ST T vEw 2o ARTFEI} S SsE gl A184
FAE a3 FA, el AR AAeR 2 Ao Al T osle FolEt
Ao vehit,

A8 F o] 2ulAgelst 714e] olge] Fom RolEt AL melshE ARlH T4 Weke 4
= 71909 ol T7el SJEeke AS & 5 Ak i ARRAAANN BhE mIEe] dmlAols
8] F7157) Wl a3l B9 ASE FAL AiRel 279 BAglel AL FTha,
o= AW AR SISE 1 &3 7190 ol FASA DAL S vl Jolo] 7]
wt} A7) W] Ao Soluhs Zolth. Tk AETII} tiFe] AX 2 ASe] 23 719e]
olfre Z7He Hol otk anlAele Wl A1SIA FAel 7} sk WA A A 9
S ooleh, g, viEe] A% AR st AmvIdde] ole 33 ) Webd $FHow
BT B3 AR avAdsle] A 276 dEdch 5 FRel ARTFII} SlSE S
diatel Asld FAL Fhekenl age anAge] B} FRot ZolEt olf Z7]uth 3] wield),
shee] AR AU Ao R & B9 AS718)e) off FaFe] auAg] F71% wr} Aug A
Ah8H FAye] At W Erh

Ao ole] AE Ba) Sele AfTeone AT Aol felF 2ol T}
S AL FEY 5 ATk 23] B ARFE AJol7h ule 2 tEw 4454 FRE T A5
Fofol5o] A 27 F7he] AR s, BE AR Fol7h 2 g AfolE FololSe
SRR 1 A 90] o] 58 A8 AmlRiele] S7} mlelth, AR} Gl A% &% 719
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Hr
1

o2 9318 FolE7] tizolth mebA] ololSe] =l Axbe] A9k 24 ek Wl AR
o 2 thF ATl ojmet Bolw A4T1¢e] ol FolEo] mEel HhE ToolS(a
Ao AT 5 k. & BAFEE stelehe JoiFael AFFE Golsh 24 ek st
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