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2] A s | A
=10 ¢=100
= W 7t 3 & A A 7 A = 71 A ¢ A Z 7 A
A 7174 ZA 7} A
1=30% | t=20% | t=30% | t=20% 1=30% | t=20% | t=30% | t=20%
b I 1A 100 200 190 153.79 | 147.46 100 200 190 194.17 | 184.65
Al g 7 100 200 190 156.94 | 150.49 100 200 190 194.60 | 185.06
AR A Z 100 200 190 151.26 | 145.04 100 200 190 193.82 | 184.32
(R 2> BEEER, BRERI EHigER
(BERH7 BEHREEES A8 49)
e = X =3 k4
= 71 3 ST e i | = 7t A A # 7 A
= A 714 — — — SAE — — —
M:Mo M:M1 M:MO M:M1 M:Mo M:Ml M:Mo M:Ml

b g 100 371.25 | 362.97 | 207.90 | 203.59 100 679.74 | 655.37 | 292.23 | 282.19
Al & 7 100 422.26 | 410.92 | 211.61 | 206.40 100 698.49 | 672.42 | 272.15 | 262.57
AAAE 100 323.44 | 317.40 | 201.64 | 198.10 100 638.94 | 616.13 | 310.44 | 299.69
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v FA9FACE BAFAY B he FIFAA a-d BFRFEEEA shEeE S AEC
HeAE AT Ay, dALHA] & AT, A F2E b5 S/ Add, AL =
2> ZAYNRGE RKAHE A5 WA Frbsh 9le SRR obdz R
o AAE Aol File F7t2E 59 Zoloh F A o

A, < D~(E DA E 5 AR & g3tEox v dAabe] LAY, EAA
ARIERS] e BEEARES EmARo, =9 TR FobshE #YES S
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A Q| AR F-FA gk ekst | F A 7 3
7 & 7l &
¢=10 |6=100| =10 |6=100 2y & ¢ | FEax |G
g4ESy
47 -n] &ozl (p;c> 0.175 1 0.175 | 0.175 | 0.175
A A4 (n) ? 4 4 4 4 4 4 4 4 4 4
AHu £ % (k) 2 2 2| 1.751 1.75 2 2 2 1.75| 1.75
BERF (%) (1) 30 20 20 30 30
FHAE(%) (s) 70 70 70 70 700 70 70 70 70 70
WAES(a8E, %)
A Ak (X) 0.60| 0.58| 0.68| 0.86 0.04| 0.01]-0.18 | -0.04
T4 = (M) 0.60 | 0.58| 0.68| 0.86 0.81| 0.90|-0.00| 0.00
A % (B) 1.03| 2.31]-5.85 | -4.06 1.02 | 2.45|-9.80 {-11.51
WA B2 (p) -5.00 | -5.00 | 0.00| 0.00 -2.23 | -3.59 | 11.37 | 12.76
St A7 A (ps) -4.12 | -4.90 | 2.06 | 0.24 -2.07 | -3.44 | 11.60 | 12.99
FAaFHCEEE, %)
] P 4.08 | 4.77 | -1.21| 0.32 2.06| 3.46 | -8.28 | -9.36
o] & 0.34| 0.43| 0.431] 0.77 0.00 | 0.00| 0.00| 0.00
HA, 25 0.01{ 0.10| 0.55| 0.77 0.65| 0.78| 0.00| 0.00
Al 4.43 ] 5.30(-0.23| 1.86 2.71| 4.24|-8.28 | -9.36
<K H M E 7|
2 4 ¥ % A %
F A A | FAGE A gsst | F A A 3
7l & 7 &
§=10 |6=100| 6=10 {6=100 F2x | & 3 | FE2x | & F
AW
7}74_15]%‘]%(1:%) 0.200 | 0.200 | 0.200 | 0.200
A A4 (n) 3 3 3 3 3 3 3 3 3 3
S Eul 42 E (k) 2 2 2| 1.75| 1.75 2 2 21 1.75] 1.75
HEREE(%) (1) 30 20 20 30 30
FHAE (%) (s) 70 70 70 70 70 70 70 70 70 70
WA HSa3HE, %)
A A (X) 0.75| 0.73 | 0.86| 1.06 0.05| 0.01]-0.16 | -0.05
Sl = (M) 0.75| 0.73| 0.86| 1.06 1.03 | 1.08 | 0.00| 0.00
A 2 (B) 1.13 | 2.35|-5.81 | -4.11 1.22 | 2.33|-9.78 |-10.97
FUHA A7 (p) -5.00 | -5.00 | 0.00| 0.00 -2.69 | -3.73 1 10.94 | 12.07
27 A (pr) -4.111|-4.90 | 2.08| 0.24 -2.46 | -3.52 | 11.27 | 12.38
FREFHHEE, %)
i P D 4.08| 4.77 | -1.21| 0.23 2.48 | 3.56 | -7.62 | -8.54
o] & 0.37| 0.46 | 0.47| 0.81 0.00 | -0.01| 0.00| 0.00
B4, 2A 54 0.02| 0.12| 0.68| 0.95 0.80| 0.90} 0.00| 0.00
A 4.47 | 5.35|-0.06 | 1.99 3.28 | 4.45|-7.62 | -8.54
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Summary

using gross output. The correlation among estimates of the different measures of effi-
ciency appears to be high, while the estimates of efficiency based on different regres-
sion equations seem almost uncorrelated. Thus, in the subsequent analysis of the
determinants of interindustry variations in technical efficiency, the choice of the regres-
sion equation in the previous stage will affect the outcome significantly.

Illegal Transactions and Import Restriction Policy

Lee Hong-gue

Illegal transactions such as blackmarketing and smuggling allegedly result from too
restrictive trade policies. A recent U.S. Senate hearing on the blackmarketing of American
goods imported into Korea for the purpose of supporting United States troops and their
dependents stationed in Korea concluded with the allegation that Korea’s highly restric-
tive trade practices are responsible for the emergence of the black market. It has also
suggested that the removal of such restrictive trade policies would eliminate black market
activities.

This study addresses the relationship between trade policy and blackmarketing by
investigating whether trade liberalization results in the reduction of illegal transactions,
and whether the eradication of blackmarketing indeed improves social welfare.

When both legally imported goods and illegally exchanged items command the same
price, trade liberalization, meaning a decrease in tariff rates or an increase in import quotas,
will increase the quantity of legal imports at the expense of illegally transacted goods
on the black market. But the price of legally imported goods usually differs from that
of illegally sold ones. In this case, a change in the relative prices of these two groups
of goods due to a change in trade policy will give rise to income, as well as substitution,
effects. Initially, a decrease in the import price due to a decrease in import tax rates or
an increase in the allotted quota will reduce illegal transactions, since the decrease in
the import price will induce the substitution of legal imports for illegally exchanged,
but otherwise, identical goods. On the other hand, the demand for the illegally tran-
sacted goods will rise, because of the income effect of the reduced import price. Thus,
assuming the positive income effect overwhelms the negative substitution effect, the
demand for illegal goods will increase, thwarting the reduction of blackmarketing through
trade liberalization.

Yet, stepping up the enforcement measures which are geared to preventing
blackmarketing itself will drastically reduce the extent of illegal transactions, since it in-
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creases the cost of blackmarketing and hence the price of the illegally transacted goods.

What this study suggests is that the emergence of the black market in Korea should
be attributed more to the excessive supply of duty-free goods imported through U.S.
commissaries and exchanges than to the excessive demand for foreign goods.

On the other hand, blackmarketing, in most cases, improves economic welfare, since
it constitutes an increase in the “actual” amount of imported goods. Suppressing
blackmarketing through stepped-up enforcement methods is beneficial only when the
substitution effect of the legally transacted goods resulting from the increase in the price
of the illegal goods prevails, since the increase in the demand for legal imports must
override the decrease in the demand for black market goods as well as the negative in-
come effect.

Underpricing of Initial Offerings
and the Efficiency of Investments

Nam Il-chong

The underpricing of new shares of a firm that are offered to the public for the first
time (initial offerings) is well known and has puzzled financial economists for a long time
since it seems at odds with the optimal behavior of the owners of issuing firms. Past
attempts by financial economists to explain this phenomenon have not been successful
in the sense that the explanations given by them are either inconsistent with the equilibrium
theory or implausible. Approaches by such authors as Welch or Allen and Faulhaber
are no exceptions. In this paper, we develop a signalling model of capital investment
to explain the underpricing phenomenon and also analyze the efficiency of investment.

The model focuses on the information asymmetry between the owners of issuing firms
and general investors. We consider a firm that has been owned and operated by a single
owner and that has a profitable project but has no capital to develop it. The profit from
the project depends on the capital invested in the project as well as a profitability
parameter. The model also assumes that the financial market is represented by a single
investor who maximizes the expected wealth. The owner has superior information as
to the value of the firm to investors in the sense that it knows the true value of the
parameter while investors have only a probability distribution about the parameter. The
owner offers the representative investor afraction of the ownership of the firm in return
for a certain amount of investment in the firm. This offer condition is equivalent to the
usual offer condition consisting of the number of issues to sell and the unit price of a
share. Thus, the model is a signalling game.

Using Kreps’ criterion as the solution concept, we obtained an essentially unique
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