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Effect of Imposition of Export Tax on Good Y
Effect of Export Tax on Consumers
The imposition of export tax is a measure aimed at reducing the amount of goods that are leaving the country. The government imposes this tax to discourage the export of a particular good (Djuric & Götz, 2016). The imposition of export tax will, therefore, result in those exporting good Y being unable to do so in large quantities due to the extra cost that they will incur. This will create a consumer surplus in the country as the products that would have otherwise been exported will remain in the country. The consumer surplus created has an effect of reducing the prices of commodities in the country which enables the consumers to access the goods. It is also important to state that the imposition of export tax on the goods will result to the overall increase in the well-being of the consumers. They are able to access the goods in plenty and this contributes to the improvement in their lives.
Effect of Export Tax on Producers
The imposition of export tax also has an effect on the home country producers. This is in the sense that the export tax leads to an increase in the cost of exporting good Y for the producers and this results in most of them either selling domestically or not engaging in production at all. The export tax imposition, therefore, leads to a reduction in the producers’ surplus and an increase in the consumer surplus (Barbiero, Farhi, Gopinath & Itskhoki, 2019). The amount that the producers are willing to supply goods with and the actual amount that they receive will drastically go down. This is due to the fact that there is surplus of good Y in the local market and therefore, consumers will prefer to consume good Y at a lower price. This also has the effect of reducing the overall well-being of the producers as that of the consumers increases. The producers are forced to supply at a lower price than they would have wished and this means a reduction in the amount of money that they would get.
Effect on Tax Revenues
The imposition of export tax has a negative effect on the tax revenues of the home country. This is due to the fact that the imposition of the export tax results in the producers being unable to produce more of good Y for export as a result of the costs that they will incur. Therefore, the number of exports relating to the goods that has been taxed is bound to drastically reduce and this has the effect of reducing the tax revenues that the government would get (Weinberger, Xuefeng & Yasar, 2017). The fact that the government has imposed an additional tax will discourage most of the producers who engage in export market and this will have the overall effect of reducing the tax amount that is being paid to the government. The overall tax revenues that the government gets are therefore bound to go down.
Net Welfare Effect of Export Tax on a Small Country
A small country in economics refers to a country that has limited ability to achieve economies of scale and largely depends on foreign forces. The decisions that the country makes in terms of policies do not affect in any way the overall policy of carrying out international trade. The imposition of an export tax on good Y in a small country, therefore, has a negative impact on the small country (Kilolo, 2018). This is because the producers in the small country do not have the power and means to execute decisions that will seek to control the prevailing prices of the products. The country has to adhere to the tax imposition which in turn affects the exports that they were previously exporting. The decrease in the number of exports and that of overall tax revenues results in the national welfare of the country going down. Therefore, imposition of export tax on a country that is considered small will lead to poor welfare.
Net Welfare Effect of Export Tax on a Large Country
The imposition of export tax has the effect of increasing the overall welfare of the country. The increase in exports results to an increase in the consumer surplus of the country while at the same time reducing the producer surplus. The revenues that is gained from the imposition of tax is high due to the fact that the large country has the mechanism to cope with the tax imposition. The producers also have the ability to produce and export more even with the export tax being there. The gains that are made from the imposition of the tax are more than the losses as a result of the export tax and thus the net welfare effect of a large country is said to be positive.
It is an advantage for a large country to impose an export tax as opposed to a small country. This is so in the sense that the large country is able to dictate most of the trade that takes place and also possesses enhanced capacities for the production of the goods. The effect that is felt by the imposition of the tax is small as compared to the overall gain that is made from the export tax (Weinberger, Xuefeng & Yasar, 2017). This is different in the case of a small country that has no enhanced capacities of production and which is outrightly affected by the export tax. The imposition of the tax denies the producers the chance to access other markets and thus increase their sales. They are forced to deal with the local domestic market as they are not able to dictate the terms of trade. This is something that weighs heavily on a small country and thus find itself having a reduction in the national welfare. Therefore, the imposition of an export tax is advantageous only to the large country and not a small country.
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