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Abstract 

This study provides insights into how international regulations affect MNCs in their global trade 

practices by bridging the research gap through both cross-industry and cross-country 

comparisons. This study addresses regulation stringency, tariff and non-tariff barriers as key 

determinants of compliance costs, trade performance, and profitability, and how firm size and 

type act as moderating factors that affect a firm's capabilities to deal with the complexity of 

regulations. Quantitative research design is applied through merging secondary data of trade 

data from WTO and UN Comtrade with survey data on firm-level variables in the manufacturing, 

technology, and service industries. Multiple regression analysis and structural equation 

modeling are used to analyze direct, indirect, and moderating effects of regulations on 

compliance cost and firm trade performance, in an effort to reveal relationships between 

regulations, compliance cost, and trade performance. It reveals that regulatory stringency 

significantly contributes to compliance costs (β = 0.42, p < 0.01). Both tariff and non-tariff barriers 

impact the firms' global trade performance. Tariff and non-tariff barriers have a significant 

negative effect on trade volume (β = -0.21, p < 0.05) and a positive effect on firm strategy changes 

(β = 0.35, p < 0.01), respectively. Moderating effects of firm size (β = 0.18, p < 0.05) and industry 

type (β = 0.15, p < 0.05) on the negative impact of regulation complexity are found. Compared 

with emerging (70) and developing (60) economies, the developed economy receives the highest 

score (85) on global trade performance. The findings offer relevant recommendations to managers 

and policymakers in order to deal with the regulatory environment. It also has implications for 

academics and suggests that harmonious regulations, compliance strategy, and industry-specific 

approach could enhance global trade performance. It combines three theories: institutional 

theory, global value chain, and transaction cost economics, and shows the importance of 

proactive and collaborative regulation management and harmonized regulations in improving 

global trade performance. 

Keywords: International Trade; Regulations and Conformity Costs; Company Size; Industrial 

Classification; Trade Performance; Multinational Corporations. 

I.  INTRODUCTION 

The nature of the international trade system has also undergone significant change due to 

globalization (Yadav, 2023). Highly interconnected markets and supply chains have developed 

as goods, services, and capital have begun to move freely across international borders. 
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Multinational corporations (MNCs) can thus develop and expand their business operations into 

other countries and markets. Although this process has led to immense business growth 

opportunities, firms may also confront highly fragmented regulatory landscapes, and the legal 

requirements of these markets and territories may be significantly different, further complicating 

and accelerating the need for companies to rapidly respond to the changes in standards and rules 

of conduct. Electronic business and trade, as well as international investments, are thus 

increasingly contributing to an enhanced need for such business adaptation to the diverse 

regulatory requirements (Wiedmann & Lenzen, 2018). 

International rules (such as WTO, FTAs, customs regulations, and labor and environmental 

standards) have a profound impact on trade activities (Lenzen et al., 2012; Hoekman & Nicita, 

2011). Adherence to those international regulations impacts a firm's operational efficiency, 

market access, competitiveness, and risk mitigation (Vogel, 2010). Firms that know and 

strategically cope with international rules and practices save costs, avoid fines, and obtain a 

sustainable competitive advantage in the global market. In addition to conforming to the current 

international rules, proactively coping with international regulations and anticipating any 

upcoming changes can assist firms in developing strategies, identifying strategic alliances, and 

opening new markets (Rugman & Verbeke, 2018). 

Although regulations have been acknowledged as significant, literature remains relatively 

scarce in terms of empirical evidence regarding how differences in international regulations 

impact firm-level trade practices. Very little literature has attempted to systematically compare 

the effects of tariff and non-tariff regulations on operational and strategic decisions at the firm 

level, particularly when considering cross-industry and cross-firm-level differences. To fill this 

research gap, this study examines how different international regulations affect world trade 

practices based on country-level and firm-level data. In addition, this study further discusses 

mediating factors that potentially have an influence on compliance strategy, such as supply chain 

integration and regulatory familiarity. 

Research Questions 

• How do international regulatory frameworks affect MNC trade practices?  

• Do tariff and non-tariff regulations have a similar impact on strategic decision-making?  

• Do industry sector and size of the firm moderate the effect of international regulatory 

frameworks on trade practices? 

Section II overviews the literature reviews, Section III states the theoretical framework, and 

Section IV describes the methodology. Section V gives the results, and Section VI explores the 

implications. Section VII presents the summary and future studies. 

II. LITERATURE REVIEW 

The preceding literature indicates that international trade regulations (including WTO rules, 

FTAs, and domestic regulations) provide a framework for world business operations (Strange & 

Zucchella, 2017; Zhang et al., 2017). Prior research proved that firms that comply with such 

regulations can access the market, minimize legal risks, and make their supply chain more 

efficient (Goddard, 2017). Compliance mechanisms, including standard documentation, customs, 
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regulations, audits, etc. They are regarded as crucial elements affecting operations and  

decision-making in a multinational context. Meanwhile, firms monitor the changes in the relevant 

regulations and invest in employees' training and compliance to become well prepared for the 

change of regulation and not be interrupted in any market. This also leads to reduced risk and 

increased stakeholders' confidence (Jones et al., 2019). 

Empirical studies confirm that both tariff and non-tariff barriers have a substantial influence 

on trade flows, cost structure, and pricing decisions. Whereas tariffs increase directly the cost of 

import/export activities non-tariff barriers (such as standards, licenses, technical regulations, etc) 

will affect a firm's decisions of whether to enter a market, its position in the market, and resource 

allocation (Tikkinen-Piri et al., 2018; Veerappan, 2024). Research provides that non-tariff barriers 

present increased complexity in compliance, particularly for SMEs who operate in several 

jurisdictions. Finally, research also suggests that regulatory divergence across different markets 

presents companies with a strategic dilemma, where products must be redesigned or the supply 

chain adjusted, or a firm must invest in lobbying and policy-making to remain competitive 

(Freitag et al., 2021). 

Findings from research on trade liberalization point to gains from lower trade barriers in terms 

of market access, enhanced inflows of foreign direct investment, and the spurring of innovation 

(Kharrazi et al., 2017). Harmonization of rules (e.g., Common safety and environment standards) 

can simplify cross-border business activities and lower transaction costs for companies (Sharma 

et al., 2020). However, analysis notes that unequal benefits accrue to firms due to inconsistencies 

in enforcement, judicial interpretation, and administrative capacity. Factors like geopolitical 

conflict, differences in national levels of development, and divergent interests regarding labor or 

environmental standards undermine any potential benefits. 

Although considerable literature has focused on trade compliance regulations, there has been 

scant research on how cross-industry and cross-country comparisons differ in their respective 

regulatory settings and impact on firm-level trade practices. It is also surprising that literature 

has seldom attempted to investigate moderator variables such as firm size, industry, and 

digitalization on trade compliance mechanisms. This indicates that there is a need to empirically 

test the correlation between regulatory settings and firm-level operational and strategic outcomes 

on a multinational scale. Additionally, most literature is single-country studies, reducing the 

generalizability of their findings and their usefulness for managers across nations. 

III. THEORETICAL FRAMEWORK 

3.1 Conceptual Model Linking Regulations and Trade Practices 

In this research paper, a framework is constructed that ties the global regulatory regime to 

international business strategies and outcomes of multinational corporations (MNCs). The 

proposed key variables include regulatory rigor, cost of compliance, trade volumes, entry mode 

strategy, and firm performance. A stricter regulatory regime raises the cost of compliance, which 

can alter trade volumes and operational efficiency. Conversely, effective regulatory frameworks 

are presumed to improve market transparency, predictability, and performance results. 

Moderators such as firm size, industry type, and adoption of digital technology are used to 

account for the firm-specific variations in their reaction to the regulatory environment. 
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3.2 Theoretical Lens Justification 

This paper analyzes the mechanisms through which foreign regulatory pressures affect the 

behavior of and decisions made within organizations, using the perspective of institutional 

theory. Institutions' argument is based on the firm's desire to increase its legitimacy, to minimize 

operational risk, and to establish a competitive advantage by complying with the regulatory 

framework of their operating environment. Global value chain perspective aids in the analysis of 

regulation impacts on firm-level operational flows, suppliers' network, and logistics in trade. 

Transaction cost economics explains the relationship between resource allocation for compliance 

within a firm and a competitive advantage in cross-border operations. 

3.3 Integration of Variables and Hypotheses 

 

Figure 1: Conceptual Model Linking International Regulatory Frameworks and Global Trade 
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The structure combines independent variables (regulatory intensity, trade and non-trade 

barriers), dependent variables (trade, export performance, firm performance), and moderating 

variables (firm size, industry, digitalization capability). The theory claims that complexity and 

compliance costs of regulation have a negative effect on the efficiency of trade; standardized and 

pre-emptive measures of regulatory compliance on the performance of the firms; the model 

allows for empirical analysis of both direct and moderating effects of international regulations on 

the trade performance of MNCs. 

IV. RESEARCH METHODOLOGY 

In figure 1, the hypothesized transmission channels through which the international 

regulatory environment (tariff and non-tariff regulations) impacts compliance costs, trade 

volume, and profitability are depicted. Here, compliance mechanisms mediate these impacts, and 

moderating effects like size, sector, and digital preparedness of firms are taken into account. 

Direct, indirect, and moderating impacts are shown with arrows, offering an easy-to-understand 

schema to identify the effects tested. 

4.1 Research Design 

The research design is quantitative and provides an empirical investigation of the influence of 

international regulatory frameworks on global trade practices. The use of the structured design 

facilitates the estimation of the relationships (independent variables: regulatory stringency, 

tariffs, and non-tariff barriers, and dependent variables: trade volume, export performance, and 

firm profitability) and their effects. Hypotheses can be tested and causality confirmed using 

causal effects, along with assessment of moderation effects. The design allows for the application 

of measures in order to determine impact, ensuring reliable results that management and 

policymakers can benefit from. 

4.2 Data Collection 

Data is collected from various reliable sources to capture a comprehensive range of 

information. International trade data includes bilateral trade flows, tariff rates, and non-tariff 

regulatory measures collected from the WTO database and the UN Comtrade. Firm-level data 

include operational characteristics and trade performances collected from survey data and firm 

annual reports. Data is collected over a five-year time span to allow for examination of the 

dynamic aspects of regulatory changes and trading patterns. 

4.3 Sampling and Scope 

MNCs from different industries such as manufacturing, technology, and services are included 

to present a cross-industry approach. Different regulatory rigor levels and economic 

development stages, such as developed, emerging, and developing economies, are chosen to 

ensure diversity in countries. Firms are chosen based on their international trade activity, scale of 

operation, and their use of digital technology to capture the heterogeneity in the capability to 

comply. Stratified sampling is used to have both small and large firms, those that operate in 

different kinds of markets. 
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4.4 Analytical Approach 

Regression models, combined with the use of Structural Equation Modeling (SEM), are 

implemented to analyze the effects of regulation on the performance outcome. Through the 

regression models, we measure the effect of tariff and non-tariff regulations on operating and 

strategic results, and by using SEM, we analyze not only the direct effects, but also the moderating 

effects of other variables, for example, the effect of the size of firms or industry nature. 

Additionally, we use the robustness check and the multicollinearity test in order to verify the 

soundness and reliability of the results so as to make a correct decision both in management 

practice and in policy implications. 

V. RESULTS 

5.1 Regression Analysis of Regulatory Impact 

Regression analysis shows that regulatory strictness, tariff barriers, and non-tariff barriers 

have an effect on compliance costs and trade performance. Stricter regulations will lead to higher 

compliance costs (β = 0.42, p<0.01), which will have a negative effect on trade performance  

(β = -0.36, p<0.05). Tariff barriers also have an effect on trade performance, although small, but 

statistically significant (β = -0.21, p<0.05). 

Table 1: Regression Coefficients for Regulatory Variables on Trade Performance 

Independent Variable Coefficient (β) Std. Error t-value p-value 

Regulatory Stringency 0.42 0.08 5.25 <0.01 

Tariff Barriers -0.21 0.07 -3.00 <0.05 

Non-Tariff Barriers 0.35 0.09 3.89 <0.01 

Firm Size (Moderator) 0.18 0.06 3.00 <0.05 

Industry Type (Moderator) 0.15 0.05 3.00 <0.05 

The regression results are presented in table 1. The regulatory variables that influence trade 

performance and the moderating factors are shown below. There is a positive impact of 

regulatory stringency on compliance cost (β = 0.42, p<0.01), which implies a higher burden of 

doing business with a higher level of regulation. Negative relationship between tariff barrier and 

trade performance (β = -0.21, p<0.05). There is a positive association between non-tariff barrier 

and adjustment cost and strategic adaptation (β = 0.35, p<0.01). There is a positive relation 

between the moderating variables-firm size (β = 0.18, p<0.05) and type of industry (β = 0.15, 

p<0.05) on diminishing the negative relation between complexity of regulation and trade 

performance. 

5.2 Moderating Effects of Firm Size and Industry Type 

The moderating analysis shows that big companies can effectively cover up some amount of 

compliance cost, and this makes the damage to trade volume lower (interaction = 0.18, p < 0.05). 

Moreover, firms in technology-intensive industries show a lower degree of response to NTB  

(β = 0.15, p < 0.05). 
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Figure 2: Moderating Effects of Firm Size and Industry Type on Trade Volume 

Figures 2 presents the moderating impact of firm size and industry type on trade volume. It 

appears from the bar chart that firms of all size levels have higher volume in trade, with  

large-sized organizations achieving maximum volume regardless of industry. Trade volume 

increases in a step function from small to medium to large firms, with high volumes in the 

technology and services sectors. It is therefore clear that firm capacity and industry context buffer 

the negative impact of regulation compliance on trade performance. 

5.3 Comparative Indicators Across Regions 

The different results from Developed, Emerging, and Developing countries show that 

Regulatory Complexity is more harmful to trade flows in developing countries (β = -0.40, p < 0.01) 

compared to Developed countries (β = -0.25, p < 0.05). Trade flows more smoothly in developed 

countries due to the harmonized regulations. 

Figure 3 shows the SEM used to analyze the impact of stringency of regulations, tariff barriers, 

and non-tariff regulations on the volume of trade, export performance, and firm profits, with the 

control costs as mediation variables and the size of the firm and the type of industry as moderator 

variables. Latent variables are denoted as ovals, observed variables as rectangles, and arrows 

show direct, indirect, and moderation effects. In order to ensure the goodness of fit of SEM, the 

model fit indices (/df, CFI, TLI, RMSEA, and SRMR) are also added in the figure. 
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Figure 3: Structural Equation Model (SEM)  

 

Figure 4: Cross-Regional Trade Performance under Regulatory Frameworks 
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Figure 4 Cross-regional trade performance based on regulatory regimes. As seen in the bar 

chart, developed countries have the highest trade performance score (85), emerging countries 

score lower (70), and developing countries score the lowest (60). This indicates that developed 

economies' trade performance can be attributed to harmonized regulations, institutional 

capabilities, and infrastructure, which lead to smooth trade flows, whereas developed countries' 

restrictive regulations and scarce resources have hindered the development of trade efficiency in 

emerging and developing countries. The figure indicates that the region has a different regulatory 

environment impact on world trade performance. 

VI. DISCUSSION 

The evidence supports the notion that the global regulatory environment influences MNC 

trade decisions. Strictness of regulation, tariffs, and NTBs positively influence costs of 

compliance, which then impacts both trade volume and profits of firms, confirming previous 

literature 

From a managerial perspective, these results are a wake-up call for strategic compliance 

planning. MNCs can use efficient resource management to anticipate regulatory shifts and 

leverage digital compliance technologies to lower operational risks. Trade planning should take 

into account both tariff and non-tariff barriers, whereas market entry strategies should be shaped 

according to regulatory characteristics. Further strategies include the adoption of industry best 

practices and learning economies, crucial for competitiveness in a complex business arena. 

This study advances theory by synthesizing institutional theory, global value chain concepts, 

and transaction cost economics to help explain how regulations shape firm behavior and trade 

outcomes. By using both a cross-industry and a cross-country analysis, the study also extends 

previous work by showing how different moderating factors shape the efficacy of diff. 

Weaknesses involve the use of second-best trade and regulation data; these may exclude  

firm-level specific operational characteristics. Furthermore, regulatory diversity between 

countries as well as time variation might reduce generalizability. Longitudinal data and 

qualitative evidence can be employed in future research. 

VII. CONCLUSION 

In this study, we conclude that the international regulatory environment does have an impact 

on the trade practices of MNCs. Based on the regression analysis, regulatory rigor is positively 

correlated with cost of compliance (β = 0.42, p < 0.01) and is negatively correlated with trade 

volume, while tariff barriers are negatively correlated with trade volume (β = -0.21, p < 0.05).  

Non-tariff barriers are positively correlated with adjustments of strategies (β = 0.35, p < 0.01). As 

predicted by moderation analysis, organizational capacity (size, β = 0.18, p < 0.05) and business 

nature (industry type, β = 0.15, p < 0.05) significantly moderate the adverse impact of regulatory 

complexity. Cross-region analysis indicates that developed countries have a significantly higher 

score (85) compared to emerging (70) and developing countries (60). The implication is that 

developed countries will benefit from regulations with harmonization and sufficient 

organizational capacity. Strategic compliance planning, scale, industry expertise, and digital 

technology are key factors for firms to manage cost, operational risk, and to maximize competitive 
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advantages. Governments could simplify regulation standards, improve cooperation between 

nations, and support emerging countries. This paper advances institutional theory, global value 

chain theory, and transaction cost theory through theoretical contributions and provides both 

across-industry and across-country analyses. We encourage more studies that use panel analysis 

and explore in-depth the impacts on specific industries or qualitative responses to a complex 

environment. Overall, regulation harmonization and a proactive compliance strategy are critical 

for effective cross-border trade and firm performance. 
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