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ABSTRACT

Global trade policies exert a profound influence on the performance and sustainability of
local businesses. Through mechanisms such as tariffs, trade agreements, and non-tariff
barriers, these policies shape cost structures, access to international markets, and supply
chain resilience. Liberalized policies often enhance competitiveness by fostering innovation,
foreign investment, and technology transfer, whereas protectionist measures may provide
short-term security but restrict global integration. Exchange rate volatility, regulatory
compliance, and shifting consumer preferences further intensify these effects. A nuanced
understanding of the interaction between global trade regimes and local enterprises is
essential for developing adaptive strategies and ensuring sustainable economic growth.
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INTRODUCTION

Background

Globalization has transformed
international trade into a critical driver
of economic growth. Trade policies,
including tariffs, subsidies, and free
trade agreements—are fundamental tools
shaping  market  structures  and
influencing how local businesses operate
(WTO 2020).

Significance

Liberalized  policies can  foster
competitiveness and expand access to
global markets, while protectionist
measures may shield domestic firms at
the cost of innovation and efficiency
(OECD 2019). Understanding this
duality is vital for assessing how
businesses adapt to evolving global
dynamics.

Objectives

This study examines the influence of
global trade policies on local businesses,
focusing on competitiveness,
employment, regional disparities, and
sustainability.

Scope

The analysis emphasizes how policy
instruments interact with domestic
institutions, firm characteristics, and
regional contexts to produce
heterogeneous outcomes.

LITERATURE REVIEW

Trade Openness and Growth

Studies show that trade openness is
positively associated with growth, while
tariffs negatively affect competitiveness,
particularly in the long run (ArXiv
2024).

Trade Facilitation and Infrastructure
Research on middle-income economies
highlights how customs efficiency and

ISSN: 2347-8578

www.ijcstjournal.org

Page 185



http://www.ijcstjournal.org/

logistics improvements reduce
transaction costs, enabling firms to
expand trade activities (ArXiv 2022).

Global Value Chains (GVCs)
Integration into GVCs allows firms to
upgrade products and processes, but
outcomes vary depending on
institutional support and firm capacity
(Gereffi 2021).

Labor Market Effects

Trade liberalization reshapes
employment patterns, often leading to
displacement in protected sectors and
increased informalization in developing
economies (OECD 2019).

Identified Gaps

Current literature lacks firm-level causal
evidence underrepresents SMEs and
informal enterprises, and gives limited
attention to long-term sustainability and
regional disparities.

Methodology

- Design: Mixed-methods combining
econometric analysis (firm-level panel
data) and qualitative case studies.

- Data Sources: World Bank Enterprise
Surveys, Orbis, UNCTAD TRAINS,
WTO Tariff Databases, OECD TiVA.

- Econometric Strategy: Difference-in-
Differences (DiD), Event Studies, Triple
Difference (DDD), Spatial
Econometrics.

- Ethical Considerations: Data
anonymization and informed consent in
interviews.

Results and Discussion
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1.Trade Openness and
Competitiveness — Larger firms
gain productivity benefits; SMEs
face survival risks (ArXiv 2024).
2. Trade Facilitation — Improved
infrastructure lowers costs, but
SMEs remain constrained (ArXiv
2022).

3. GVC Integration —
Opportunities for upgrading exist
but remain uneven (Gereffi
2021).

4. Labor Outcomes —
Employment gains in export
sectors but job displacement and
informalization in others (OECD
2019).

5. Regional Divergence —
Industrial clusters adapt better
than rural regions.

6. Sustainability Implications —
Trade openness may increase
efficiency but can worsen
environmental pressures unless
paired with sustainable policies
(UNCTAD 2023)

CONCLUSION

Global trade policies create both
opportunities and risks for local
businesses. Outcomes are shaped by firm
capacity, domestic policy frameworks,
and regional contexts. SMEs and
informal enterprises often face the
greatest adjustment burdens.

Policy Implications
1. Provide targeted support for
SMEs and informal firms.
2. Invest in logistics and trade
facilitation infrastructure.
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3. Align trade reforms with
domestic policies on credit,
labor, and innovation.

4. Promote inclusive regional
development.

5. Encourage sustainable trade
practices.

6. Build capacity for GVC
participation.
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