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   The prominent empirical work by Dollar and Kraay (2004) identified the 
positive relationship between trade and per capita GDP growth rates. Since 
the lack of statistical evidence corroborating the relationship between trade 
and inequality, they deduced that increase in trade raised growth and 
income of the poor. Albeit their findings based on econometric study the 
explicit linkage between trade and income of the poor remains to be a subject 
of continuing research topic. 
 
   Recent developments in the area of study on consumer demand system 
have enabled researchers conducting applied economic analysis to construct 
practical and elaborated economic models to investigate the linkage between 
trade and income. A good example can be found in the consumer demand 
system implemented in Computable General Equilibrium (CGE) models.  
 
   One of the main objectives of this research proposal is to make a good use 
of the work by Preckel, Cranfield, and Hertel (2010) that modified the 
AIDADS (An Implicitly Directly Additive Demand System). The modified 
AIDADS (MAIDADS) is able to capture varying consumer behaviors across 
different expenditure levels and also allows minimum consumption 



quantities to change as utility varies. These features would attract attention 
from researchers conducting applied economic analysis which involves 
consumers at wide range of expenditure levels; for example, consumers at 
developing and developed countries, households at different income levels, 
and evolution of expenditure patterns over the long-run often simulated with 
CGE models, say for 50 or 100 years from the benchmark year. The 
parameters in the MAIDADS are estimated with the 2005 International 
Comparison Program dataset, and we obtained elasticities as well as the 
minimum consumption quantities for 147 countries and 12 expenditure 
categories.  
 
   Once the estimation results are obtained, the MAIDADS can be 
incorporated into a global CGE model, in which all the countries are linked 
via international trade. Within each country, multiple households at 
different income level are affecting production activities of agriculture, 
manufacturing, and services, by their consumption expenditures. This 
linkage between expenditure and production would eventually give rise to 
the insights into the relationship between trade and income.  
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