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Abstract

This paper analyzes the influence of perception on globalization policy (KORUS FTA). Unlike traditional trade liberalization, KORUS FTA poses greater uncertainty at the individual level. This implies that the decision to oppose and resist this policy would depend less on the policy’s economic impact than on perceptions about the policy itself. By being connected to fears of mad cow disease in the event of renewed US beef imports, KORUS FTA represents just such a case, whereby anxiety over globalization, rather than economic interests, threatened to derail it completely. By conducting and analyzing mass survey results, we examine how this perception (anxiety) gets formed within the market for information. We find that sources of information (supply) do not matter in shaping the perception. Instead, preferences or beliefs held by individuals (demand) create the perception (anxiety).
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I. Introduction 

Our main goal in this paper is to contribute to the understanding of how perceptions are formed to eventually help shape policy. We are specifically interested in policy related to globalization, which we believe are especially prone to uncertainties in the minds of the general public. We pursue our investigation through the prism of a recent experience in Korea involving a major trade policy initiative, namely the issue of US beef imports, which occurred within the larger context of a pending Korea-US free trade agreement (KORUS FTA, hereafter). In examining the influence of perception on policy outcome, we closely examine the sources of and demand for information pertaining to the issue at hand. Specifically, we shall attempt to gauge the influence of information supply and demand on forming perception – which in our case corresponds to anxiety– toward globalization policies.
This paper starts with the analysis of globalization process and explains how it may be different from traditional trade liberalization. The traditional market opening produces sector-specific winners and losers and thus creates sector-specific resistance by injured sectors. However, the current trend of globalization (outsourcing, liberalization of service sectors, and FTAs, etc.) is likely to generate intra-sector income redistribution effects and its impact is not confined to specific sectors. Due to these effects, the current globalization process raises uncertainty at an individual level and its economic impacts are unpredictable by individual and industry levels. Notice that KORUS FTA constitutes the above description of globalization process as it involves the liberalization of service sectors and widespread inter-sector spillover effects. Thus, the resistance decision to such globalization policy may not depend on its (unpredictable) own economic impacts at an individual or industry level but rather depend on the perception about the policy, itself. 
Media outlets and policy entrepreneurs (often hired by media outlets) are in business of supplying information and help shape perception by the public. In doing so, they may engage in manipulating public perception (mostly via spinning) for their own political platforms and profits. Anti-KORUS FTA activists and some media outlets have focused an anxiety-related issue: the US beef imports and related this issue to mad cow disease. Since the issue of the US beef imports is a prerequisite to KORUS FTA, the ban of the US beef imports can effectively bloc KORUS FTA. Therefore, this game boils down to anxiety over globalization. 

In order to thoroughly examine how perception is shaped and to measure the anxiety over globalization, we have conducted the survey. The main results of the survey can be described as follows. The respondents’ perceived risk (anxiety) about mad cow disease is higher than the actual. The reason for this exaggeration may lie on their beliefs or preferences held by individuals. Due to uncertain prospects of the policy, their perceptions tend to rely on how they can relate and deduct the messages received. If they can relate the messages to confirm their beliefs or preferences (such as political attitude or orientation) via associative thinking, then they raise perceived risk (anxiety) and believe their perception via self-persuasion. Our survey results indicate that the beliefs or preferences of respondents are more important in determining their perceptions than the sources of information. 

The results obtained in this paper are different from those of Gentzkow and Shapiro (2004). They found that the sources of information matter in determining the anti-American sentiment in the Middle East. The difference may stem from different frames that the two regions face. A high proportion of Koreans may enjoy higher education and income level than Middle Eastern. This implies that the wide use of internet and intense competition among the information suppliers in Korea and that makes the wide range of information available for consumers. Therefore, the name of the game boils down to the choice of information given wide range of information supplied and that the choice bases on their related preferences because the individuals like to have their beliefs or preferences confirmed by what they read and watch. 
We offer some policy implications. Since public opinion plays an important role in determining the policy outcome, it is important how policymakers design and propagates their policies. As the above results show that the more anxious, the less precisely people tend to calculate the probability of risk. Policymakers should be aware of this and take precautions to reduce any anxiety level associated with the policy a priori. Otherwise, seemingly indirectly (or unrelated sometimes) issues can always step in and help shape perception of the policy in question. If a message can relate to the beliefs held by individuals, then perception about a policy can be easily shaped and public opinion can be changed accordingly. Thus, policymakers should expect what they are in advance and take precautions in dealing with them. Finally, the state’s restriction of certain information flow can only backfire or even increase the resistances. As the state blocs certain information flow, it can only strengthen the beliefs held by certain individuals and in return this can intensify the opposition forces. 
The next section makes comparison between traditional trade liberalization to the current trend of globalization. Section III covers the details of the US beef imports and KORUS FTA. Section IV presents a framework of perception game. Section V provides the survey design and results. Section VI discusses the results in a detail. The final section offers some policy implications. 
II. Distinguishing Globalization from Trade liberalization
For the purpose of our analysis, we find it useful to distinguish between traditional trade liberalization and globalization in terms of their potential impact on an individual’s belief regarding trade policy. To be sure, trade liberalization constitutes one of the key mechanisms of – and arguably the very first step in – the process of globalization. Analytically, however, the two processes can have significantly different consequences. 
Traditional market opening generates sector-specific impact, creating sector-specific winners and losers. It is thus possible to identify potential winners and losers ex-ante, and the political process can (though not necessarily will) design credible and effective compensation schemes for injured sectors.
 Injured sectors often strongly resist such opening in order to obtain the maximum possible compensation. In return, this game of resistance basically determines how to “divide the pie” via the political process (assuming that trade liberalization is a positive sum game).
In contrast, globalization often does not generate sector-specific impact. The reason has to do with the fact that in contrast to the globalization process of the late 19th through early 20th century, the current trend involves a far wider range of processes, including outsourcing, opening and restructuring of service sectors, foreign direct investments (FDI), financial liberalization, and free trade agreements (FTAs). As such, the impact of today’s globalization process tends to be diffuse and difficult to identify. Globalization today may instead generate intra-sector income redistribution effects, and even affect the same occupation differently.
 This is especially true for service sectors, where market opening and restructuring accompanying rapid growth of outsourcing may produce spillover effects on other industries.
 Due to these effects, globalization’s impact tends to be more severe and widespread than traditional trade liberalization.
At the individual level, globalization thus raises uncertainty, as individuals cannot predict how they would fare under the current trend of globalization.
 Unlike trade liberalization, unpredictable spillover effects imply that potential injuries to sectors and individuals cannot identify those injuries ex-ante. Without such identification, it is far harder to formulate credible and effective compensation schemes. This further exacerbates uncertainty, adding to the cost of globalization. 
FTA as a globalization process
Over the past decade or more, multilateral trade talks under the auspices of WTO – which in the post WWII era contributed to lowering trade barriers worldwide – have all but stalled and gave way to the proliferation of (mostly) bilateral FTAs. It is noteworthy that FTAs can take on many forms, depending on the economies involved. They may be confined to mutual trade liberalization of the traditional type (lowering tariffs on goods market), or they may encompass nearly the entire economy, including laws and regulations, corporate governance and transparency, and other non-trade issues.

The FTA negotiated and ratified between Chile and Korea represents the traditional type, whereby Chile agreed to lower or eliminate tariffs on Korea’s manufactured products in exchange for opening the agricultural markets to Chile. For the Korean public, this particular FTA had generated opposing – but identifiable – impact on agriculture (adverse) and manufacturing (favorable). Thus, farmers united and protested strongly to this FTA and received large amounts of compensations.  
In contrast, the proposed KORUS FTA (as it was negotiated) went far beyond tariff reductions and other forms of traditional market opening, covering not only industrial sectors but also some service sectors. As just discussed, such a form of FTA represents the kind of globalization process that would likely result in widespread spill-over effects, greatly raising uncertainty at the individual level.
 In other words, individuals may perceive KORUS FTA as a symbolic step toward accelerating globalization, and fear that substantial tariff reduction as well as a rapid expansion of outsourcing in service sectors would severely impact the Korean economy. And since it is difficult, if not impossible, to identify potential injuries ex-ante, the policymakers cannot promise any effective and credible compensation schemes. Knowing this, the individual would be subject to an even greater level of uncertainty.
At the societal level, such heightened sense of fear and uncertainty could lead to the formation of highly negative public opinion, which plays an important role in determining the fate of trade policy (Kono, 2008). Notice that the decision to oppose or support the traditional trade liberalization policy depends on the economic impacts on a specific individual or industry. However, the decision about the current globalization policy does not depend on such economic impacts because they are largely unpredictable. Instead, this decision may depend on the perception (held by individuals) about the policy, itself. The next section presents a brief overview of KORUS FTA and US beef imports process. 
III. Overview of KORUS FTA and US Beef Imports

KORUS FTA negotiations were initiated in February 2005 and completed in April 2007. The talks excluded US beef imports, which had been suspended after the discovery of cattle infected by the so-called “mad cow” disease. The negotiations over the US beef imports took place in 2007 but did not reach the agreement. In April, 2008, however, at the direction of the newly elected President Lee Myung Bak (Lee MB), the suspension of US beef imports was lifted possibly because of less restrictive measured demand by the Korean negotiators than before. Amid renewed fears of mad cow disease, protests began immediately and spread through the Internet, bringing thousands of citizens to the streets demanding a complete renegotiating of the beef deal. Under growing and intensifying public pressure, the government sought and obtained a compromise (as opposed to a full renegotiation) with the US government to exclude beef from cattle aged 30 months or older. The KORUS FTA remains to be ratified by both the Korean Parliament and the US Congress.
Led by anti-FTA activists, protests over the proposed renewal of US beef imports were relatively modest in scale initially. Within a week, the protests grew exponentially in size and intensity not seen since the days of democratic protests that ended Korea’s military rule some two decades ago. It is worth reviewing the brief history behind this explosion of protest.
Earlier in 2006 and 2007, a popular TV documentary program showed graphic videos of maltreated cows in some dirty US slaughterhouses then reminded viewers of mad cow cases in the US. The program thus insinuated that renewed US beef imports (via KORUS FTA) can bring the mad cow disease to Korean consumers. There were some protests against KORUS FTA and mad the imports of the US beef in 2006 and early 2007. Thus, the issue of the US beef was excluded temporarily, facilitating the successful conclusion of the FTA negotiation in early 2007. 
In April of 2008, however, during his first official visit to the US, the newly elected President Lee MB announced that his government would lift the existing ban on US beef imports. This was done so without any prior notification or public discussions, inviting immediate – but limited – protests from various activists and NGOs. Sensing growing public interest in the issue, the same documentary program aired another episode on the case of mad cow disease in the US. The episode itself garnered a relatively low rating (10%). By this time, protest at the grassroots level began mounting rapidly, even involving young school children. Within a week, tens of thousands of angry protestors were gathering nightly on the main thoroughfares of Seoul, participating in candlelight vigils and threatening to storm the Presidential palace. These massive protests lasted over a month, eventually forcing the President into firing many of his senior staff members and seeking a humiliating compromise with the US. 

IV. A Framework of Perception Game 

Korea’s recent experience with US beef imports, therefore, represents a case of public perception (in this case, anger/anxiety) effecting a shift in policy. What we would like to investigate is the source of such anxiety. We rest our analysis of this issue on the idea that the interaction between demand and supply of information determine the equilibrium perception (and thus anxiety level) regarding a specific policy. For instance, was it driven by the policy entrepreneurs (supply side)? After all, what is interesting about the case of US beef imports is that unlike traditional strategies against trade liberalization, which focus on the magnitude of injuries, anti-FTA policy entrepreneurs concentrate on an issue that could cause outrage: namely, mad cow disease. This strategy does not address any injured sectors but instead directly appeals to the public. Since the nature of this issue raises dread and anxiety, the game boils down to a game of anxiety over globalization.
 Alternatively, the anger/anxiety may have been self-driven (demand side) by well-known psychological confirmation biases. Public perception was formed not so much by the suppliers of information but by the consumers themselves who actively sought the information they “liked” and acted upon it accordingly. This section presents a framework of perception game.

On the supply side are the information suppliers, including the news media, the Internet, acquaintances, who provide the relevant information. In this market, policy entrepreneurs have an incentive to manipulate public perception through these suppliers (Mullainathan and Shleifer, 2005). The efforts by policy entrepreneurs and information suppliers are countered by possible confirmation biases on the demand side. That is, in addition to their normal preferences, consumers of information often are reluctant to adopt new information that is inconsistent with their established beliefs and sometimes actively search for evidence to support their beliefs. Such confirmation bias often plays an important role in determining the equilibrium perception of policy (Rabin and Schrag, 1999). 
With sufficient negative publicity accumulating, policy entrepreneurs often engage in “spinning” or a strategy to maneuver public opinion toward their own political agenda and platforms.
 The question then becomes whether the outcome of a trade policy has been determined by the supply of information or its demand. It is against this analytical framework that we will investigate how public opinion is shaped by examining the case of US beef imports and analyze equilibrium perception about how a specific policy prevails. The following graphic framework provides an example of perception game. 

<Figure 1> Example of Perception Game
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Suppose that boxes A through F represent a set of information – or signals – available for a specific policy (say KORUS FTA) and circles a through c and x, y, z represent sets of beliefs held by a particular individual. (Assume also that information set A matches belief set a, and so on.) Some information can be made more visible than others, either by effective spinning or due to the sensitivity of issue itself. 
In this example, suppose that signals B and D are sent by policy entrepreneurs to a group of individuals (or signals B and D become visible by individuals). This act creates visibility for B and D. However, the group (or the individual) may choose only signal B in forming their perception about the policy in question because this individual does not or cannot relate to a set of beliefs associated with signal D and thus rejects it out of hand. In other words, this individual relies on a subset of information set, B, in forming her perception about a particular policy. The critical point is that equilibrium perception relies heavily – if not solely – on one’s willingness to accept the information supplied by the market. The above example demonstrates a framework that the equilibrium perception about a specific policy may be shaped by the following process. Individuals may rely on a subset of information set and choose certain information that can be related to their beliefs or preferences (Hong, Stein, and Yu, 2005).  We would now like to determine how influential these alternatives (supply or demand) are in shaping perception. In order to do so in the simplest manner, we have conducted the following survey.
V. Measuring Perception through Survey
Survey Design

In order to understand how perception about globalization policy (KORUS FTA) is shaped, our survey asked a broad range of questions related to US beef imports and KORUS FTA (See appendix for the questionnaire.). The main components of our survey are summarized in <Table 1>.
<Table 1> Main Components of the Survey1
	Survey Period: Sep. 23 ~ 26, 2008

	Subjects: 500 Seoul residents (gender and age groups reflect population distribution)

	Dependent Variables
	Independent Variables

	Perceived risk of mad cow disease
	Respondent Characteristic
	Age, gender, education, income

	Willingness to purchase US beef
	Respondent Preference
	Political orientation, attitude toward US, attitude toward Pres. Lee and Bush

	Support for KORUS FTA
	Supply of Information
	Hours devoted to news, news source


Note: 1. Survey was conducted online by Embrain Co. Ltd 
The following table shows the descriptive statistics of the survey. 

<Table 2> Descriptive Statistics
	
	
	Frequency
	%

	Gender
	Male
	250
	50.0

	
	Female
	250
	50.0

	Age
	20s
	128
	25.6

	
	30’s
	143
	28.6

	
	40’s
	140
	28.0

	
	Over 50
	89
	17.8

	Education
	Middle school
	4
	0.8

	
	High School
	75
	15.0

	
	College
	369
	73.8

	
	Graduate school
	52
	10.4

	Household Income

(mil. K-won)
	Under 20
	30
	6.0

	
	20-40
	189
	37.8

	
	40-60
	165
	33.0

	
	60-80
	68
	13.6

	
	Over 8000
	48
	9.6

	Political orientation
	Conservative
	14
	2.8

	
	Moderate conservative
	120
	24.0

	
	Moderate
	216
	42.6

	
	Moderate liberal
	143
	28.6

	
	Liberal (progressive)
	10
	20


In analyzing the results of the survey, we employed binary logistic regressions, whereby a value of 0 or 1 was calculated for the three independent variables, as follows:
<Table 3> Dependent Variables 
	Y
	1
	0

	Perceived risk of mad cow disease
	higher
	Unchanged/lower

	Willingness to purchase US beef
	purchase
	Not purchase

	Support for KORUS FTA
	Support
	Do not support


The following table shows the frequency of dependent variables that we used. 

<Table 4> Frequency of Dependent Variables

	
	Frequency
	Percent
	N

	Increase in perceived risk

	No Change
	82
	16.4
	500

	Increasing
	418
	83.6
	

	Willingness to purchase US beef

	Buy
	145
	29.0
	500

	Do not Buy
	355
	71.0
	

	Support for KORUS FTA

	Support
	178
	35.6
	500

	Resistance
	322
	64.4
	


Notice that 83% of the respondents perceive higher risk of mad cow disease due the US beef imports. Approximately, 70% of the respondents are unwilling to purchase the US beef. 64% of respondents oppose to KORUS FTA. This preliminary frequency shows the perception about the US beef imports and how may the perception affect the consumption decision of the US beefs and attitude toward KORUS FTA. Therefore, this perception game seems to boil down to anxiety over globalization policy. The next table demonstrates the determinants of perceived risk of mad cow disease. 

Perceived Risk

<Table 5> indicates that perceived risks rise with unfavorable attitude toward the Lee MB and the Bush administration. Respondents identifying themselves as progressives tend to perceive higher risk of mad cow disease than conservatives. The sources of information and individual characteristics are not significantly associated with perceived risk. Notice that overall percentage of model shows a relatively high predicted level (85%). 
<Table 5> Determinants of Perceived Risk of Mad Cow Disease

	Observed
	Predicted

	
	
	Increasing
	No Change
	Percentage Correct (%)

	
	Increasing
	394
	14
	96.6

	
	No Change
	55
	24
	30.4

	
	Overall Percentage
	
	
	85.8

	Dependant Variable : increase in perceived risk

	Variables
	Beta
	sig.

	Constant
	5.438†
	0.062

	Gender (male=0, female=1)
	0.142
	0.645

	Age
	-0.006
	0.672

	Education
	0.058
	0.850

	Household Income
	0.197
	0.207

	Support Lee MB administration
	-1.179**
	0.000

	Globalization should accelerate
	-0.260
	0.297

	Support Pres. Bush
	-0.675*
	0.014

	Political orientation
	0.454*
	0.018

	Hours devoted to news
	-0.066
	0.159

	Read progressive newspapers
	0.411
	0.212

	Proportion spent on newspapers
	-0.009
	0.726

	        "     on TV 
	-0.009
	0.724

	        "     on the Internet 
	-0.011
	0.673

	        "      Acquaintances 
	0.014
	0.682

	-2Log likelihood  308.314      Cox&snell R2  0.224


Note: ** 99%, * 95%, † 90%. 

Consumption Pattern

<Table 6> shows the relationship between perceived risk and the willingness to consume the US beefs if imported. The above indicates that respondents having greater perceived risk of mad cow disease are less willing to purchase US beef. The possibility of indirect consumption may fuel fear and raises the unwillingness to purchase the US beefs. Females are less likely to purchase the US beefs than males even if they feel the same risk as males. It is more likely that they are in charge of catering meals for their families and they feel more responsibility about health of their family members. Another interesting result is that the willingness to purchase US beef rises with age probably because it is believed that it takes long time (ten years or so) for mad cow disease to outbreak. 
Our survey results indicate that perceived risk also plays a key role in determining willingness to consume US beef. Interestingly, female respondents were less willing to purchase US beef, even though their level of anxiety (perceived risk) was about the same as that of the male respondents. 
<Table 6> Willingness to Purchase US Beef
	Observed
	Predicted

	
	
	Yes
	No
	Percentage Correct (%)

	
	Yes
	73
	73
	50.3%

	
	No
	18
	337
	94.9

	
	Overall Percentage
	
	
	82.2

	Dependent Variable :  willingness to purchase

	Variables
	Beta
	Sig.

	Constant
	3.156*
	0.018

	Gender (male=0, female=1)
	-2.098*
	0.011

	Increased risk of mad cow (increase=1, unchanged=0) 
	-4.075**
	0.000

	Interactive term (Gender*Increased risk of mad cow)
	1.505†
	0.083

	Indirect consumption of US beef 
	-0.867**
	0.000

	Age
	0.030*
	0.013

	Education
	0.373
	0.117

	Household Income
	0.142
	0.240

	-2 Log Likelihood  417.042   Cox&Snell R square  0.309   Nagelkerke R square  0.442 


Note: ** 99%, * 95%, † 90%. 

Perceived Risk and Attitude toward Globalization Policy

<Table 7> demonstrates the relationship between perceived risk and globalization. As expected, the respondents who support the Lee MB and Bush administration also tend to support the KORUS FTA (and globalization policy). The respondents with lower income level and females are associated with support for the KORUS FTA, cet paribus. Higher perceived risk of mad cow disease is associated with stronger opposition to globalization. The respondents identifying themselves as progressives tend not to support globalization policies. Thus, political orientation of respondents determines the perceived risk and in turn this affects the support or opposition decision for the globalization policy. The prediction level of the model is relatively high (77%). 
<Table 7> Determinants of Support for KORUS FTA
	Observed
	Predicted

	
	
	Support
	Resistance
	Percentage Correct (%)

	
	Support
	97
	74
	56.7

	
	Resistance
	36
	280
	88.6

	
	Overall Percentage
	
	
	77.4

	Dependant Variable : support for KORUS FTA (support =1, oppose=0)

	Variables
	Beta
	sig.

	Constant
	-1.838
	0.400

	Age
	0.009
	0.444

	Gender (male =0, female=1)
	-1.112**
	0.000

	Education 
	-0.085
	0.735

	Household income 
	0.263*
	0.030

	Support Pres. Lee MB 
	0.676**
	0.000

	Korea-US relations must be more equal 
	0.123
	0.576

	Globalization should accelerate 
	0.078
	0.698

	Support Pres. Bush 
	1.059**
	0.000

	Political orientation 
	-0.352*
	0.022

	Perceived risk of mad cow (increase=1, unchanged=0)
	-1.041**
	0.003

	Hours devoted to news (per week) 
	0.050
	0.226

	% Newspaper 
	-0.015
	0.396

	% TV 
	-0.019
	0.249

	% Internet 
	-0.009
	0.576

	% Acquaintance 
	-0.012
	0.601

	Read progressive newspapers 
	-0.206
	0.416

	-2Log likelihood 445.322       Cox&snell R square 0.317


Note: ** 99%, * 95%, † 90%. 

VI. Discussion of Survey Results

Information Sources
The controversy over US beef imports helps highlight a popular observation regarding policy entrepreneurs; that they may target an anxiety-prone issue (such as mad cow disease) and strategically disseminate anxiety-sensitive messages. This strategy has the advantage that it can sway those who do not hold any strong opinion about a policy since anxiety sensitive message can capture attention from (anxiety sensitive) individuals (Caplin, 2003). Individuals thus find it easier to focus on an issue when outrageous and uncontrolled (anxiety sensitive) issue/message is disseminated by policy entrepreneurs. Effective as it appears, however, this strategy is not always successful in raising anxiety. 
<Figure 2> Exposures to Information Sources via Political Orientation
[image: image2.emf]Conservative

Internet

32%

Radio

4%

Acquaintances

7%

TV

31%

Newspaper

26%

 [image: image3.emf]Liberal

Internet

38%

Radio

5%

Acquaintances

7%

TV

31%

Newspaper

18%


Our own survey results has shown that that unlike Gentzkow and Shapiro (2004), the sources (or suppliers) of information appear not so important in influencing perceived risk and attitude toward globalization policy (equilibrium perception). They found that the sources of information matter in determining the attitude toward the US (pro/anti American sentiment) in the Middle East. As mentioned before, KORUS FTA is a multi-dimensional globalization process, covering a wide range of issues and affecting many sectors. Thus, this raises individual-specific uncertainty and the decision to support/oppose this policy does not (cannot) depend upon its economic impacts on individual or industries but may depend on perception. Notice that a high proportion of Koreans may enjoy higher education and income levels than the citizens from Middle East. This creates an environment of the wide use of internet and the intense competition among information suppliers. This implies that both conservatives and liberals are exposed to the similar sources of information (even though they have different preferences). <Figure 2> confirms this point. Therefore, the game boils down the choice of information given wide range of information supplied. 

Choice of Information (Preferences)
Our results are conform closer to the alternative observation (demand driven): those who are unfavorable toward the policy to begin with can relate to a negative message and find a reason (via self-persuasion) to accept the message. Thus, opposition to the policy occurs via relatedness in thinking. It is a powerful tool in associating one characteristic/context to another. In psychology literature, this type of relatedness refers to as namely associative thinking. Associative thinking happens when transfer of information takes place from one context to another where the information has almost no value (Mullainathan, Schwarzstein, and Shleifer, 2008). Associative thinking can play a powerful role in shaping perception because individuals feel that they have obtained the information by themselves. They may feel that the shaped perception is self-generated and thus proprietary. 
Then how do individuals make their choice via relatedness given the wide range of information available? In the case of our survey, political orientation or attitudes toward the Lee MB and Bush administration functions as a mechanism for associative thinking. That is, political attitude and orientation serve as a basis of relatedness and in return raises perceived risk (anxiety). This perceived risk may be associated with a dread factor: The possibility of mad cow disease can stimulate political orientation in their backgrounds and increase anxiety level. The greater the anxiety, the less precisely people tend to calculate the probability of risk: i.e. probability neglect (Sunstein, 2002).
VII. Policy Implications 

In democracy, public opinion often determines the fate of a policy. Trade policy is no exception (Kono, 2008). Then it is important to examine how public opinion is shaped. In our case, the public opinion is shaped largely by the equilibrium perception (than the actual economic impacts) about the policy in question. By selecting an anxiety-prone issue, the equilibrium perception may be influenced by perceived risk. Anxiety prone issue and message are effective in our case because individuals somehow can relate them to their preferences. In this section we offer two policy implications related to our results. 
Seemingly Indirect Issues  

Notice again that the relatedness is a key to preference determined equilibrium perception. In this case, seemingly indirect issues can be important in determining perception. For example, our survey indicates that 90% of the respondents expressed a desire for more equal partnership with the US, clearly demonstrating a widespread nationalistic sentiment among all respondents. Since the beef deal in April was less restrictive than Taiwan and Japan, the respondents felt that the current administration “gave in” to US demands. In this case, Japan and Taiwan may serve as a reference point to the eyes of respondents.
 Any deal less than this reference point can be perceived as unpatriotic. This (seemingly unpatriotic) deal raised the anxiety level by instigating fear and sparked the anger of nationalistic South Koreans, leading to massive street protests. This seemingly indirectly related issue can be important in shaping the perception. In this case, it is likely that nationalistic sentiment and anxiety sensitivity complement each other in determining perceived risk and attitude toward globalization. In the future, policymakers should pinpoint what can be the seemingly indirectly related issues ex ante and should take precautions in dealing with them. 
Thus, the perceived risk is greatly exaggerated when compared to actual risk. 
Restriction of Information Flow
Analysis of our survey data indicates that information suppliers appear to be not so important in influencing perceived risk and attitude toward globalization. Rather, political orientation provides a key determinant of perceived risk, and in turn, anxiety and political orientation determine attitude toward globalization. As a result, the willingness to accept select information may be more important than source of information in determining the equilibrium perception of globalization.
In pursuing globalization policies, it is likely that multiple equilibria may exist. If that is the case, then effective expectation coordination can be critical to locking in the equilibrium of globalization with low resistance (rather than with high resistance), assuming that globalization is beneficial and desirable. As pointed out above, the preferences of individuals rather than sources of information are important in determining the equilibrium perception of a specific policy. The state’s restriction of certain information flow can only backfire and even increase the resistance because the restriction can only strengthen the belief held by those individuals. 
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Appendix

<Survey Questionnaire>
SQ1. Please indicate your gender

(1) Male
(2) Female

SQ2. Please indicate your age range.

(1) Under 20

(2) 21 ~ 30

(3) 30 ~ 39

(4) 40 ~ 49

(5) Over 50

I-1 If US beef were to be imported, compared to domestic beef, do you believe the chances of being infected by the ‘mad cow’ disease will

(1) Increase

(2) Decline or remain unchanged

I-2 With regard to American beef import, what is your view of the statement “whether I want to or not, I will end up eating or being served American beef indirectly at fast food establishments, school cafeteria, restaurants, and cosmetic products”?

(1) Strongly disagree

(2) disagree

(3) agree

(4) Strongly agree

I-3 If KORUS FTA passes the National Assembly, will you consider participating in street demonstrations or online protests?

(1) Absolutely Not

(2) Probably Not

(3) Probably

(4) Absolutely

I-4 If American beef import is allowed, I will

(1) Buy them

(2) Not buy them

I-5 In response to the KORUS beef negotiations, have you participated in candle light vigils or joined online anti-US beef activities, including writing or sharing protest materials?

(1) Never

(2) Rarely

(3) From time to time

(4) Actively

I-6 If the KORUS FTA passes the National Assembly, do you expect your (household) income will

(1) Rise

(2) Not change

(3) Decline

In responding to the following questions on the news media, please consider only political, social and economic news (as opposed to sports and entertainment).

II-1 How many hours per week do you spend on the news (including the paper, TV, radio, and the Internet)?

(1) None

(2) Under 1 hour

(3) 1~3 hours

(4) 3~6 hours

(5) 6~9 hours

(6) More than 9 hours

II-2 Which daily newspaper do you read most often? Please choose three in their order of frequency.

(1) Chosun Ilbo

(2) Hankyoreh Shinmun

(3) Donga Ilbo

(4) Kyunghyang Shinmun

(5) Kookmin Ilbo

(6) Joong Ang Ilbo

(7) Hankook Ilbo

(8) Munhwa Ilbo

(9) Hankook Kyongjae Shinmun (Korea Economic Daily)

(10) Maeil Kyongjae Shinmun (Maeil Business)

(11) Others (specify:   )

II-3 What is your favorite TV news program? Please list (up to?) three. (      )

(1) SBS News 8

(2) KBS News at 9

(3) MBC News Desk at 9

(4) Cable news (YTN, MBN)

(5) KBS news talk shows

(6) MBC news talk shows

(7) SBS news talk shows

(8) Others (specify:   )

II-4 What is your favorite online news source? Please list three.

(1) News portals (Daum, Naver)

(2) Pressian

(3) OhMyNews

(4) Yonhap News

(5) E-Daily

(6) NoCut News

(7) Money Today

(8) Others (specify:   )

II-5 With whom do you converse on current news? Please list three.

(1) Family

(2) Friends

(3) Co-workers

(4) Neighbors

(5) Online community members

(6) Others (specify:  )

II-6 Please indicate, in percentage terms, the amount of time spent on each medium for news. (Please make sure they add up to %100.)

(1) Newspaper

(2) TV

(3) Internet

(4) Radio

(5) Family, friends, and others
II-7 Please indicate ‘Yes’ or ‘No’ for the following questions.

(1) Did you watch the TV news program, ‘PD Notes,’ entitled “American beef import: is it really safe from the mad cow disease” broadcast on 4.29 and 5.13, 2008?

(2) If you had not watched it, are you still familiar with the contents of the program, having heard from family and friends?

<Please proceed to (3) and (4) only if you answered yes to either (1) or (2).>

(3) Has your position on US beef imports changed after you had watched or learned of the TV program?

(4) Has your position on KORUS FTA changed after you had watched or learned of the TV program?

III-1 For the following questions, please indicate whether you:

(1) Strongly disagree

(2) Disagree

(3) Agree

(4) Strongly disagree

(1) I support KORUS FTA

(2) I support the current Lee MB administration

(3) Korea-US relations must be on a more equal footing

(4) Globalization should proceed at a faster pace

(5) I support the current policies of President Bush and the American government

(6) I support the anti-US beef protests in the streets and online

III-2 Your political beliefs would be best described as:

(1) Conservative

(2) Moderate conservative

(3) Moderate

(4) Moderate liberal

(5) Progressive

DQ1 Which best describes your educational background?

(1) junior high school

(2) high school

(3) college (undergraduate)

(4) Graduate school or higher

DQ2 Please indicate your (aggregate) household income.

(1) Under 20 million won

(2) 20 mil ~ 40 mil

(3) 40 mil ~ 60 mil

(4) 60 mil ~ 80 mil

(5) Above 80 mil

DQ3 Please indicate your professional field.

(1) Management

(2) Administrator

(3) Manufacturing/engineering

(4) Service/sales

(5) Professional (MD, nurse, lawyer)

(6) Free lancer

(7) Civil service

(8) Self-employed

(9) Education/teaching profession

(10) Homemaker

(11) Graduate student

(12) Agriculture

(13) Unemployed

(14) Others (specify:  )








































� Dixit and Londregan (1995)


� Lee, Chai, and Jun (2008)


� Young (1928)


� Yu (2007)


� Rodrik (1993) mentioned a similar individual specific risk from trade liberalization policies. 


� Since lifting the ban of the US beef imports is a prerequisite to KORUS FTA, the ban can effectively bloc KORUS FTA.    


� Mullainathan and Shleifer (2005)


� On June 11 of 2008, New York Times reported that “fears surged in April (of 2008) after it was revealed that (President) Mr. Lee agreed with a less restrictive import deal with Washington than did Taiwan or Japan.”  
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