
 
Other forms of Protectionism 

 

Non-tariff barriers 

● Intellectual property laws e.g. patents and copyright protection 

● Technical barriers to trade including labeling rules and stringent sanitary 

standards. These increase product compliance costs.  Until recently China 

ruled that all avocados coming from countries such as Kenya had to be 

frozen to -30°C and peeled before shipping! 

● Preferential state procurement policies – where government favour local 

producers when buying 

● Domestic subsidies – aid for domestic businesses facing financial problems 

e.g. subsidies for car manufacturers or loss-making airlines. 

● Financial protectionism – e.g. when a government instructs banks to give 

priority when making loans to domestic businesses 

● Managed exchange rates – government intervention in currency markets to 

affect relative prices of imports and exports 

Domestic Subsidies 

Government subsidies given to domestic producers will shift the domestic supply 

curve to the right, thereby allowing firms to lower cost and price and perhaps 

undercut foreign competition. These incur an opportunity cost for the domestic 

government and are difficult for the WTO to tackle because they are not a form 

of overt (open) protectionism. 

The government could also put subsidies on goods intended for export, and these 

work in a similar way. India, the world's second biggest sugar producer, announced 

in 2015 that it would introduce a subsidy for raw sugar exports 

 

● Domestic producers gain from the subsidy – they get the world price + a 

subsidy.  Profits will rise, and increased output may lead to economies of 

scale 

● However, there is a risk of a dependency culture emerging – i.e. businesses 

relying on the subsidies rather than taking their own steps to become more 

competitive by increasing productivity, eliminating inefficiency and 

accelerating the pace of process/product innovation 



 
● Assuming that the subsidy is not large enough to change the world price, 

there is not likely to be a direct effect on the prices that consumers pay for 

their products.   

● They may face higher taxes if expensive subsidies take up a high percentage 

of government spending 

● Giving subsidies is costly, and there will be an opportunity cost to the 

government of giving them, or else they may need to raise taxes or increase 

their budget deficit 

 

 

 


