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HRe EEHA7] ojdeltt. Folucs HHo TFo|l £EF o2 WAL Aol #Esle=s
AiFEL ol EHERE K FRGSECY EiS FLA1714 2o =¢ $H5ES BHHEER BT
£ EE EHAR EFold ZTARS il siZls ok ozl g AR B&ol AbAQl it
BEN KB} BIxe EXRIY EFEMAS oA Yoz EEeId BHAE 2asA ok
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Ao EERQ K EEMEE EFEdoz Ty (el 58, skl a=ln o2 9% #
B s BIBURE 7 =& Zo] Aleld. #ARSE (d7 3xaddda) 9 3% Eite &8
o] BRABHE ¥ B@ol A% Ayl EEERMY XX Aoz Wz uwlrb gl @ #Ee
725 WAGABEEN el FEE S HiES A gle wbdel 2 Ak =3 muadAn Ye
AAo|ch P

Bhagwati-Hansen (1973) & £8##) K-S By HHERER A #0404 e &% BH
HITRT XHTHEMY BESE KRS EpEMe2 FASHA Yoz g TNl ol gl
BERfS] W RS F4AA E HABRE E4kiES BlEAZE 4+ U il Qo ? o
A EEBl MU BHHA UHESA ¥ 2% Bk o #B%ke dd S5l BHed &
< HERAL aiFsiA fde AlAdolch. Munir A. Sheikhell 2| 3lwd Bhagwati-Hansen9] g
BRAM BERH A GENIR) HE ol ¥H3le A TELHY HES Soldd @EEEKES [ 1
Al el wbsle olr Ax BRI FZEL sHt?

Munir A. Sheikh®} BF% k-2 Findlay-Grubert®] SR ol 2| Z3}lod 3if (ndrtsaig £
#Xatoh 4oMBt, 22z wlaedAd) 2ERS zale] Yoz BE TEAA KRS ZHOTEE ) of
d FER G THERT S B EE ) KiFol A &sle Holelnd 1 RS THEM L& e &R
F NEEKRAoE filslold BINEETTREMRS FESHITH2I SlE it of aBoz §
BysiAl gct ol BRITEF e Ao AETHEMSES FRiTR de Ao £&ETE
g2 B FEZLA&E (mmiserizing growth) & BRI BE#% S WA FH—3ich o B
FRITEIH 7 BNEETTH EME S HITERE kog A3 HHoz BER 7ol g2t
e 27 Sdsie THIERY ELE 2asle] KBl F4dKigo] isA Hope A
olth. FX, DX*eIM( M*olmd BE B w2 B K o] WY 4 912 =lsict ol
oo of g 2E A9 i FEHH 22 Asled EAKES HaA7A o

R.E.Falvey= KB HIFRFE] BBl HHEE H3lx Yo BEHR HAES HE « EEHL
KEig RS 71718 2pFR7F o] o] B ®AFR] BARKES BEH $ig Zdsryg
&3l =l7| wl ol INEEKIES 5 L4714 fobs Zo|ohY &3 M.Pitte ERHEHE =

1) AR o 5lad 1991 doll A Fik+ 3, 10823 81,572 sk olof 90 3ol wis) (R
12.9%. £ 2+ 52.5%7F 22 F713 Aoz delygol a2 FREEE 323 AL 59 A
T Yoo TG £AFASEY U35 S Az oY B2 $ A AT A
HAAG Fig7) 53 Yol 1 Qo o] Exold)

2) J.N. Bhagwati and Bent Hansen, “A theoretical analysis of smuggling”, Quarterly Jourual of
Economics”, Vol. 87, 1973, pp.172~198.

3) Sheikh, Munir A, (1974), “Smuggling. production and welfare”, Journal of International Economics”,
Vol. 4, pp.355~364.

4) Findlay, R. and H, Grubert (1959), “Factor intensities, technological progress and the terms
of trade”, Oxford Economic Papers, Vol.11, pp.111~121.

5) Falvey, Rodney E. (1978). “A note on preferentical and illegal trade under quantitative
restrictions”, Quarterly Journal of Economics, Vol. 92, pp. 175~178.
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SHR BERTB S MRRER B¢ %

&3l BAART &89 HH MEE MIERRE (price disparity) 7} 48 EEH o hEtE)
EolAE WEINE F38lod walv} it} ® z28ln J. Greenwood-Kent P. Kimbroughe —#%
B ol o3ted Eifio] Sl Bl HABE HHIE Y BRRIKE & el £+
o BABist B¢ FRoZ & = BA BIVHHER S 4547z BEKige] Zadde 4
AE s " o] AL T ST ol ¥ BT HER) ofal B4 Kl o3 B
THHRT F8A3ches Aolch. & EmHel @M 42 BEEARMS 2d 3 ¥xas
BAKES HEAZ + USE Sod

A Helde EHES AR sHa BEHH MRE @) EHERHSH & (framework) o
A SR BETTHS RE S Wdsis B FelQuota) 23l AAER 59 MEST Ak
Kol chgt BEHHE k71X Aol B 2HE PR oA §ich

et K el BaYS BES O RiEY) HEol A HEEEE U2 & AE B
o] MRER BRE tE¥o2d HEERS MR Uk K B #e I#EAM s
e Bhlel o REEE WEAEGRALES o2 (7BER B Hrsln VE
oAl HLAB S R =2 BRE RS RAEBER Y213 Zaloidol] ojale J¥g H
traln VEolA < FEmHAA stae] Zalvjdo] ofgA AAsoizrlol H3led Hirsln V
B2 HAREE) SR BHEE AEY ALt B3 FAE 572 o

I. 78 FEmis & I

1. Beccaria &2 —j3%

Beccariat 6% 5B R (% (break-even conditions)oll &% =Fof 4 zAF A5 A
£t BB E Fadickd ool o Al AR k] Ktz P& AS, wo ZYy
945 E Hrodo 43 EE of maAl Heh i WRdel Fabsle BHE < BiAe
CEo MElete Aol AHstAl Heh BFERE dd AUsiA g S 2 R B4
+ E2¥ YA FEE WA Zoln widol KRS 1 4FY 249 ¥4I ¥y
BERS 24354 HE F3c

Beccariax 438 E2 +UUAEE TUY Y5 3ol Y HEREE &3 o]
A3,

6) Pitt, Mark M. (1981), “Smuggling and price disparity” Journa! of International Ecomomics™, Vol. 11,

pp. 448~458.

7} Greenwood, J. and K.P. Kimbrough(1987)", Foreign exchange Controls in a black market
economy”, Journal of Development Ecomomics, Vol.26, pp.129~143.

8) Beccaria. C(1804), “Tentativo analitico sui Contrabbandi” (A tentative analysis of smuggling).
reprinted in Scrittoni Classici Italiani di Economia Politica, Vol. 12, pp.235~241.
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3714 z& WFHelA] JFUFoln t & 1+ oleh waba ol o o] P34

5 U5 4FUEE HYA7le AR Jeld Aojth ol e DAl fo] BN KIAMBLT A
41712 gevid YRdozde Fo FELS 2siA "o

Beccariax W49 Ay sled$ AEBEE JMAsln BALA(1+BA8) 7 AFHE
WSt A o YFds YA T FAYAYE Yepich o]Re YRS HpuF
o] z=1oletxn 7} 3H BAIZ} 2Felele £ F S W4l FRAIFA ® Aol wety
dopt B2 A2 BB A& UFH Yol x&Pos YRHY HF 54 E HasiA
4 A7t stl= Zo] Beccaria® F82 #AAjelc}

F Bl BB =2 BAES HEER A3 FEL A7) Ssted DAY 8} g
VAL WHE ol gk WY I4UAL FAY ReE gl ol sl K&K
Bpojolnt Ectm s gt o] 7ol BABLZE LAHTERR (e) ol tHE BETTIS ME (b) 9] =ao|gdy

o #g A (< ) AFHEEo] lojgt EAele YR FEH A 4L Holoh Az} ¢4
% zaluld (n) o AgHe] siv =A3lolA 92t F b A (indifference point) & 4 8 47}

AT BEol Y A zallvld(t =2 mEozt =)o LAY @) AMA} Ao EEHIS

z

Fo| DHMAE (official rate) ol FE PN L4AE T Auc} Prpyd YFTHEo| loja) ¥xlzts o
Faol YA & FHelvh zalA GBS dAA =au|ody o] "ot way 4
YA HEBRA 58U AF3HES T ol 1¥¢0 FHAHA Foiz wFodziol] Zxjy
2ol § Folth ojzo] WHde] Folal YFHFo) 7|2 E F Beccaria®] BN =23 o
T3 —MER e WSelch (DA —MRe WFAde YFHEol /4R (exogenous) 02 HA
slo] Zches ApAdojct?

et AFYE(z) o] ALEH) (endogenous) 22 ZAAE Anied $&oxte BHEE I 4w
"5 652 A9Y o 91YE nadsiA €col. 43880 Iyl Sodo) ol fayel wE
qEo s F 178 iy RAY 2 IRARMC YA ste Aollal Fodzlde} otz =
dlojedo] ARY Wl +&2lxle] HEEES TEHE AL Aok o A FA LA sA

rle

of g IFuzkA H]%(em ol Foighalel =zelojde] 7i3H HFolate A $ostAsY

m
(import price markup)& FAlg 4o =ajujde] Alolo] QlAl et zelxm 42&71H by (export
price markup) & 2|3 Zalo|dzt £E&A 2ol QA ®H Ao|c),

9) Branson, W.H. and J.Macedo(1987), “Smuggler's blues at the central bank; Lessons from
Sudan”, Working Paper, No, 2220, National Bureau of Economic Research, pp.15~20.
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SR BB MRERE B¢ R

ozl MIEAA WA-olEd FIYUE HEslol YTARNEL Y WY ss4e =
Hos e WHFIEE FUsszl A B9HE AdsH ¥ Aol

2. BERSEB TH

o
"
e
N

FEEBPF TN 2M (£&7154, +d7ts) & Q4bsle RS 7 gy 22l ¥
dEe¢ BRHEPO =g g BEH e o

o 7] A

(i) §8: A% (ex-post) 2] WFodsl x)slo 4at

(i) 1:3gdHel RdAe)

(ii) s:AbH (ex ante)2] W7o YFo| U FAdAH

(iv) g(-) : 4<% 2a o] &3t A¥ 125 xgoln] 223

FEdo E® EE S 959 ol gyl Fodo [RFELE ) A (non—negative) Y&
Epdeh (g>0). 2z W53 £ Frbe EY Z3E 2esiz 4FEA WRodedl 3lel4
o D F7 v 2o (1>g>0). $PAY FoHo] Hrodel Fols7] afFol A3 &3
g Folo] WFde v fo] Hope AAolch AR (private cost) & AbA ] £ (s)
A% YRS (s) e ERch olAdE AU¥dFEH (s-5)E F4u|§o2 Jeld F gle
o, = BILEEEA fie =< 22 A48 5 o' g(-) o 5oy WFAe F4u)
of @ Ao REZEFERM, 2elz Ufode Az A3t dagol £39 Figoz ey
34§ ol o Ea= gech

ol EE FE HU steAol @ ¥ MHEAES Sdstsly] f1% 78E A9 o
ot d59d 4 2)4E dF Zel YEig 5 gich

4714 E=§ ol i, 0_<§($) Slofeh. ' o]zl e A Fo T4 2 MFEFQY HF

10) Pitt, Mark M. (1984), “Smuggling and the black market for foreign exchange”, Journal of
International Economics, Vol. 16, pp.246~247.

11) Martin, L. and A. Panagariya (1984), “Smuggling. trade and price disparity: A crime-theoretic
approach”, Journal of International Economics, 17 (November), pp.201~217.

12) d8de HFZHUELH §=2(§)§- B¥E 4 3lch of R§e "a‘-‘r’-°—"%(——)—4 A 73yggolch o714
2'¢0, z(Q)=1e°lch
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ool H4F slsder FHd £ YU ”

$jael Rodx ulBdo FTo wfE YHAd oHE [KIETHE (price disparity) 2 WX 3o
k. ez AU e WE = EA$ a7¥cd YdHd Fo93 599 F&L
YA U2 G ol $ gr| o] FEEE vl GBS @37 #3te] FRMEE
tiQl 20| 4] (underinvoicing) ¥ F+UPAE 2§ Mol A WEELEA =& ML £H
o] Y= 8 Hag BYHoz YSHA gl dido] £EAE ERRE) Szt dridroj
4} (underinvoicing) & ZRE A48 st $YNoz ASY AL 448 Helz YA
o2 Wil ¢ Aolch ol EHAR FAGAE o3 YAHH 2 A1 FL SRl e B
oA £A "o

3. sk sl MBS

SHR BT S R WHHRE S W RKE L fiEodlM MY KB ERY FENY K=
KERD) 2 5 AREXLE A FEWIR Sl 23 & H22a o

7b WAKE S WE
Foddate AL FAM)F YFA M) 2 AYsie MRIFEED W ORKE2 7P ¥
YA 4ol dslod (t -DP, o MBS BBt AR AHTRK () ol A WES A
daaldate A3 AFE 0 3T HAde el AUl 8§ (1-2)o HHshA sl
A A Mol €4 sodE 7ol BA ®J ke P ol ¢ Wl sedAe F HA
o] Az dg stFE Holdoezd FUsL G HEFES SHslsA g

R_=z(P_(M; +My) —ePy t M, —bP, M)+ (1-2) (P_M, —eP, M, —bP, M-~ )

LSl BRI AR FRIAL Uil 4EAYW St WEFIGe Dok
o Aol AAYE YHH WILHoln SAYL VYA +Uoz el MBS MEUAS
debdch opxlet $e Al E (b) sel A W4 AL debdch Sudel F¥E AL 3
Usigg o $dAe PM e A53A U voiZch a2y $yE Sool dhaed B
AE AFA Slm 2AZMA PLe MRolabt bael e84 masiel slch wmebd 4l
£ zold 2o} PLolN M 3 Mo 43¢ dus o,

ATUEE zzt ¢ o ze YFAE ms=iﬂ—{ii’—l BEEECl Hudslold dFqe] HFe] U7

13) M. Pitte] 249 .& n]A<2l4 o] 4l (misinvoiuing)of 2A¥ $UAA FTHFEAZ izl Foda Exql
Foo] gAY P Y=gl
14) t =147 & Solol iy YA delny r & HAEE Jepdc)
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JY 5o EREEeld ;A z=z(m): z'¢0, z(0)=1cick. z¥47F 2Z(concave) She}sd (z°
) "fedo] AP o YFde] YFHAEL waA F2dA sln m oo, 207 =S W
Sodgo] Asyol oa} YFde] AFHEL HH oAl FasiA Hoh wef 27203 <l
@ molA ze Aol s "ok o7l HHFIRS I I ¥ FHEE
(eP;) & H7ld UM 7tHd oz IAdd. BEEMELY 2 BHAMRKS] MER) E8R (§m=
Lo
€Pm

) 3 a1 melold (2 =0 ¢ Aolskl 83t 2ok

—_ R J— —_
Ry= oo 2P M,+P Mt My — Moo ®)

FEEALE 98 YH2A4e Folzl Balsh AR =alolQdold EARE 2B} EXS
£e HAzys Yoz TolAch YUAY +olol oy EAMKL ched ol dehd 4
stek.

§m= (l_zrms) =tm ................................. (6)
28z Wedel it EAMES oo ok

zfam (1= @M) o= eeeverererenmmeneesse e @

4714 W4el SFVHY wn=""Trolct (@) Aol ofshal Tul HAZAlo] AP RN

£ FABEE Yoid EEMBLcE A BAZE AL s (1P, <) c1 R 2 Pitte
742 b (price disparity) 2 $2bzich'® £ 2¥ 4 o™(lo] BBk (A2 §H 7HA
gl 271E wrellA AbgEl ule} ol 29 wslol oidt mo] whgel wal Wsgce Ag @
4 oot wr(1Ye =a|oled e =3 18} 2} o] dFuishE #¥ 2x=AWAL o o

A7 kn=—Z M2 o), km(aun) H, <0 2ol $Esi2 2'<0cld Y4 $Iuch

B#EEANA FIES M2 ojez i BAME (P )& 2317 #13ted M2 —oldx(the
zero-profit conditions) ¥ Ab&3ly o} &3 o] =&Y 4 Ut

15 A& Eoi4 z=l-amehn sbyste m=1 3 YAwe 4714 ab e A4l
16) M, Pitt(1984), op.cit., p.248.
17) olde 4@ AME @) Aol hAgezM vehdet
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@ 4ol st i BARES 3 Wsen ol dg B zalnde 3Y HFol
a2 BAle) AhEAE WRAEe Fohz daA FashAl Beh 463 A Deld 2y
Al (P )& £ A% Beccariadl #H (2t =1) & ohg3 Zol Hag & cp™

0]'1

ztm~n=—z'ms (tm+nms) >0 ...................... (g)

O 4E 2] A5t @) A FHr AR Haste AT 1xzA4o] ST o] AL Pitt
7h AT ¥ uhe} o] dM =&Y MEEAL EHS Lo oo mt H2ect 2x a7}
1ot o acd (A2 BB, FHH 221 SHE BiiBol BAsA Baslo) Y& AuE o
Eliz gleh

o WHEE) WE

+2de FISEBAIL MBE +UAUR) 299} Salsich Hue) S FUshn 29 w4
2 vehd SR URAUEE 2(x) ol = (1-6) & WEBolch X o X = 22 ¥
A 423 Y43 ¢ Yehin P ot Pl t Fu4Es40 TA42o042 delid g 42
dAhe] WEFIER) & chest 2o,

R,=zXPib+Peet, X —P, (X +X) v (10)
ERRXSMEAE a=<F 2 Aolsha P Pk 4oals] o9 olole e e
m e X
=(zaX +t X Ex XX Jar e (11)

P =t —nz'xﬁ ............................................................ (12)
18) m=0, x=1wf 2t, =1o] ¥ck 46)F 4N B =— 8 __ F T _oq gy
s m T oz'm) P z(l-e™)
H—tn__ - & 2 Aeis x('m? ) =t (1-wm) zo] o

(1-z’md z(l

wﬂe%o]gi rmnz'md =at_ +tm Ms o Helsid £2% 4 3ok
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SHA BETR S RRERS B iR

o714 Y42 BEUHY wr= xs olch. 2A=AYL FoldAY Fed fAEA He=7

z(x)

2-kv o] 2 7|4 kr= ol AHzAolH R M2olm A1DE M2 shod

MR 2 o 2o

_ WX+t e
X 1+x

FHFE7IAL U2 43HE AN FEAH9 =avdY AFHFold YFE ol ;5011

59Y @ FHEE AL ax=0017] el Bl P=12olch amiu %4 MY wA4e uo

e g xold g gol Heh gk Pob 4133 4102 BE AABE —ggid
Beccaria ##12 A Aeg et

Z’[_tx=_”zxs(l+Xs)>0""“"""'”"'"'"."" (15)

4a5)E (040 szl % o 13z2P4o2 4"t & Fus 40T AADH &
Absteh. 4(15) 2 6 4249 malojedo] Folabt A4S o 4 9ln Y429 Aol 1n
o z2chE ¢ WEskn Yok

I. wEHR} BAEKERS] BIR

THERQ) BgJco] SR RETHC) oA Lidsle] Aokl BARE 85 Talvidel LiR#gol
b A8 A (142 e Tyl &, - kel RAEIE ) gBiel =alolddl od s F
ol g & & Aok BREHIEEY FIGEALSY ddslc BHNREEDS BHEHEXY Hee =#d

TH 2 oprlEct g EEL ARl UM FIGRAKEAE LS ARt BHNMEK ZHS
8. KES zeuld 2} BABEFR Aol HAsAl =l ® ¥R Zslivldo @Bl
f1AeHA Aot BIEEA Y YHAA SFAAA DL ) L5 AHESS )L AO 3 A7)
2 5H =&sodAd 4 ok olzgt A A =el G Aol Il Hel PgHRA £
o 71g7l€ mol w3t (N F vii¥ozy g Ze VE7EF =2% & Uk ?

dP H,,Pnm,

am, e =75 2

19) Macedo. J.B. (1987). “Currency incontrovertibility, trade taxes and smuggling”, Working Paper
No. 2177, National Bureau of Economic Research, pp.5~8.
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o714 H <0ol=z $abE fo] $5§ 2ok oebd LL ANe A9 718718 24 9ok,
HEEd $&+ Hool ficlz m 7t Eo2 vepdoh A 6) oA gz +ol g sjz2—
ollzA g #A1517) Hatod ok 27t WRHFN ol B 2 & v Aol BRHK
o] e ARERE vlsle] FE MRS 27 EHNMES T&ol glodsd Yy e
2 $Eof olole Mzuc $A LAY Aol

dP,, -H_P,

m L N o PO
am 1S5a= gm0 a7)

H >0 7%l SS_of 7|¢7]1€ E& ooigch U5l iy M2—ojlzdE FA37] #3t
of FRAF | Folxd BHNMBERS Eotilcte AL ofujsts el U4dlez AE R
FHGEL "ol Aol 4163 A (178 ¥2ae THAA FH93 L FAelA Y3 RA
Figol A FIRAEL] BHNHR o Foll e £35F 74 ot 4H(17) 2 ERH R HRo
&3ttt YA +9 RAFIES LU RAMGEAN A cta2A d8g 7t FH
HEo| By o Yol B RAFE o o UFHEY Fololl & PP FHez2 15
o BAFE o, & 238 (DA vebd 4 sk

Q"D IUtxide A

getA 4 (10)oA t da £  —2)=wm(t +rm))02td 4 Hfe] 4. =¥ 2=]
olgt ¥xlzte YFAL BWAMBERE F4AA s AU lAY +£ H&E & 5 Uch
KBt A5k EAMEER EXNSERE 32 vz AeAdch ddd A =3
olgde] A5 A BHMEC 45y BRAES A

a2y gHEEAN B¢ LLAHL GENY KH2 P8 EAHES Jdebie SSAAHL &
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Wiz Yo @AREE dehdch LLSHSS 8 71871 983 Aok

dP, | H,P,x,
LL =———
dx, x 1— z’ xi

........................... (18)

dP,
dx,

CHPe
z+2'%,

lSer—- R 4 1)

YA &0 A FRHRY Frle RARBER 458 73 ol PPAA #
oz 2 fES PoiA Foldh o A4 LL o #AL E9 71&71§ Zeoh 28z
2ol oY BRHER A5 ERMBERY sl 2731 Yol dFdez e FGS
Hzych F74g ol olAL SSAHol £ Z1E7IdE vehich zelzm DDt A ¥4
FYol 4yt 1;x>1%l=ﬂl WHFe BAME-S MR/ FAdch s BERRER L
Eoh. BB 31 LS MBS 457D £l iy FRIHES 3HRI71A dof ol
Al Ao =alvld Ase BEAMES BEREXR L F7HI717 €+

)
4 2

V. s gl v RERRA

o] ®ollA & Mol sHEel Zalvigio] oiFAl AAsle] AestE FHEY GENY K
53 BERS S #EL SHAL SEmQ migs EHBe FEE uisio: RHARER Fe 9
o] BERE H0) S AR BHHE TAEC 2k B ARBE2 AL Bl A
|ptis o 2 o] BRHE YANA717) 3] BHH Zalluld ¥ REIE dA2A4E o] &Y
o ek 4E) 2} A (N2 Fe g Fe A =¥ F U

=t m(m ) ........................... (20)

o374 m=%°"‘" £¢4 m'=sm(m)/om (OF Jeli=z H o ¥5& AF b

c}. Folal ABOIA =alouiio] F7HW of SR MBS MEE F43A do. =0l F
te ERB S RAE F7HAch oL SR BEE S SRS BHGEFAA =eivid ¥
2 Zsloiol 17| wlFolch wm(lollAE m<lelx, m(0)=1eolch eolsk FAIA 4(13) 34 4
(142 %5 wHRES FfAe o3 FL HE ZFeeh ™

20) 9@ PAFAMS £234
21) o8 Aol FIFF
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AN x= e looln B4 x =ox(x) /0x)0% B2 -H0eleh 22lm 44l
]

AEA Y BHAEA F=wx(1+x) ook K19 Zoly] W Eol x & xF A e 2
¢ UE 712 ¢ gk 29 x,=09 @ x=1o|th MBI YAY o zaloiele] Frbsu
TR SABHES Fohoch dedel WY 4240l BasAl "o |

HERE A YA 2 (ITAAEA) L YA o2 YsA Sz Ausix g
#23 Wsde YA P ok ZHEAES e e 2o

P o Aolel @ek 42 E e Pol Uehd 4 ok,

BN a= S5

M =aX

L L

°lFe YA ¥ P FYE e
M=z (%)X oo e, (23)

o A& oY hAlBolN FHE vehin @ AR FIFL TRMEeI D LA B o8
+2% ERA (M) LIk ety 4 (22) 3 4 (23) & %%a:(mf%)i ohal e sk
g3 2.

B=7] Aol B EFol M 24517 w)Eoll W2o] ol 18T Yo YTUSL Pitt
(1984) & Martin & Panagariya(1984)°ll 2814 g€ WSdo] RERMA 2L e 2o 2
A FFdel EAEA el m o x7b YAFAY U429 Holst Zrlwe] mia
mx7h Hoox b F4g4E 2 Axe AR

A(22), 23) 2z AQR)AM m, x, 2En noll 4] LA zaojeds) Lol A
o7} FAlell ZAA=slo] AL & 4 o}

AH QAN FEFHXX) € BB t oA Asle ARTHE Jelin] £l (MM) =
WABABL t oA AZsle YT e Yol dFH FHzaAod ()2 I BER S
IREBE Abololl Fod Qlgol £Hlm of A Zaujde 18 2k F YL ExolA male
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Summary

A Study on the Formative Cause for the
Black Market in Foreign Exchange

Yeoung-Choon Kim

This paper develops the standard two goods trade theoretic model of the working of a
black market for foreign exchange and considers such questions as : Can the black market
exchange rate be a guiding instrument to exchange control authorities considering a change
in the exchange rate? The assumption of the base model were relaxed to allow for capital
flight unblanaced trade; foreign exchange control, tariff and quotas. It was found that in-
crease in the exogenous demand for black foreign market exchange perhaps for purposes of
capital flight, increase export smuggling and the black market premium and reduce import
smuggling.

If the smuggled imports are paid for with black market foreign exchange, then a tariff
lower than the premium of the black market over the official rate will not induce any
smuggling even if the probability of success is one. Alternatively, if the probability of
detection in smuggling depends positively on the ratio of illegal to legal trade, then the
domestic price of the import goods will be lower than the tariff inclusive of the world
price. (section 2)

With balanced legal and illegal trade, changes in the (long-run) black market premium

are a weighted average of changes in trade taxes, whereas changes in the smuggling
ratios depended on the ratio of trade taxes, thus an import tariff and an export subsidy

rising at the same rate would keep smuggling ratios constant but imply arising black
market premium. (section 3 and 4)

Finally a choice-theoretic model of a small economy has been developed to study the
impact of foreign exchange controls in settings where black markets are present. (section
5) It was found in such environments that the imposition of foreign exchange controls
tends to raise the domestic relative price of imports above the world level in exactly the
same manners as a tariff would. Specifically, the black market exchange rate is found to
be higher than the equilibrium exchange rate in the absence of controls under certain

specific assumptions.
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The welfare implication of a black market were found to be ambiguous and contingent
upon the governements reaction to its presence. For instance, if the government ignors
the existence of the black market then the private sector can partially evade the

governements foreign exchange restrictions and potentially improve its welfare.
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