Faculty of Economics, Thammasat University


Exercise 5

1. For a small country, suppose the government replaces an import tariff with an equivalent consumption tax on the consumer.  Analyze the impact of such tax on the social welfare.

2. Consider a good that there are only two exporting countries, denoted by T and O, and there is only one large importing country as shown in the picture.  If the importing country imposes an anti-dumping duty on country T that has a lower cost, what will happen to the quantity of export of each country and the equilibrium price.










3. In the case of large country, show the welfare changes of exporting and importing countries when the exporting country uses an export subsidy.

4. A voluntary export restraint (VER) is a self-imposed export quota by an exporting country.  Analyze the impact of a VER on exports, export price, domestic price, and welfare.  

5. In the case of large country, show the welfare changes of exporting and importing countries when the importing country uses an import quota and assuming that the quota rent is capture by the government of the importing country.
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