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The Poverty Impacts of Trade Liberalization in Taiwan: A
Computable General Equilibrium Analysis

Abstract

The main objective of this study is combine Taiwan’s Social Accounting
Matrices (SAM) and Computable General Equilibrium (CGE) Models to
highlight and address issues related to income distribution and poverty. The
study is divided into two major parts. Part 1 presents the concept of the SAM
as a comprehensive, consistent and disaggregated data system and shows how
the SAM methodology can be used to analyze issues related to income
distribution and, in a much more limited way, poverty. Part 2 is devoted to the
presentation of a CGE model calibrated on an archetype Taiwan’s SAM. One
innovation in the specification of the present CGE is that it goes part way in
endogenizing the poverty line and the resulting poverty incidence among the
different socioeconomic household groups and representing income distribution
with a flexible Beta distribution function and using the Foster, Greer, and
Torbecke(1984) additively decomposable class of poverty measures. The model
is used to simulate the impact of trade liberalization shock (a WTO tariff

reform) specifically on poverty reduction in Taiwan.

Keywords: Computable General Equilibrium (CGE), World Trade
Organization (WTO), poverty.
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