Quiz 1: Government Intervention
Answer all the questions in 20 minutes.
1. Consider the following figure. The world price of a luxury good is at 200 baht. Instead of implementing tariff, the government decides to impose a specific excise tax on the consumers for 200 baht/unit.
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a)  (4 points) Show on the graph the quantity consumed, the quantity sold by local producers, and the quantity imported of this good.
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………

b) (6 points) Analyze the changes in welfare of each related agent and calculate the net welfare effect of the excise tax to this market. 
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………

