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The Impacts of Changes in Tariffs and
Exchange Rates on the Structure
of Imported Passenger Cars:

The Case of Taiwan

Bih- jane Liu Alan Yun Lu
Abstract

The purpose of this paper is to study the effects of the changes in tariffs
and exchange rates on the structure of imported passenger cars in Taiwan.
The implication on consumers’ welfare is also studied. We showed that the
change in quality structure of imported cars due to a change in tariffs and/or
exchange rates is very significant. Because of the deterioration in quality
structure, consumers’ welfare from imports actually decreased during the
period of a tariff reduction, which is opposite to the conventional expectation.
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