Trade Barriers and its influence on the 
Chinese Textile Industry
Imagine you have just taken a position within the Chinese government with a remit to save the Chinese textile manufacturing industry from the economically cheaper textile manufacturing hubs located in countries such as India, Bangladesh and Pakistan. Taking a protectionist approach, speculate as to:

1. What trade barriers would you put in place and why?
Answer: 
Fiscal policy: 
(1) More income tax from foreign companies and give more subsidy to domestic companies to give the local companies more survival rate; 
(2) Blocks large imports of foreign goods by imposing high import tariffs.

Monetary policy: 
Decline the local currency international-exchange rate to stimulate commodity export.
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2. What positive outcomes would you predict from such an intervention and why?
Answer: 
(1) More profit for domestic companies, help them expand their business thus increase local employment rate, which benefits social stability;
(2) Increase export, drive industrial development and enhance international competitiveness.

3. What negative outcomes would you predict from such an intervention and why? 
Answer: 
(1) local products are not as good as foreign ones, with trade protection citizens cannot buy better products; 
(2) restrict the development of local industries, because the emergence of trade protection virtually reduces the competitive pressure of local industries, which is not conducive to the overall progress of the society.


