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ABSTRACT 

This research investigates the effects of trade liberalization policies on the growth and sustainability of small enterprises in Malawi. This research study was carried 

out in Malawi targeting small businesses owners in Malawi. The researcher explores on how growth and sustainability of small business owners has been affected 

with trade liberalization policies. 

By employing a mixed-methods research design, including quantitative surveys and qualitative interviews, this study aims to provide a comprehensive 

understanding of the effects of trade liberalization policies on the growth and sustainability of small businesses in Lilongwe Malawi. 

The findings of this research indicates that robust government interventions, supportive frameworks, and flexible business strategies were essential for bolstering 

resilience and securing sustainable growth for small enterprises in the changing trade landscape. 

KEY WORDS: Trade liberalization: Barriers to international trade, such as tariffs, quotas, and regulations 

Policies: sets of principles, rules, or guidelines established by governments, organizations, or institutions to achieve specific goals. 

Growth: Increase in size, revenue, market share, or other indicators of success over a specific period. 

Small business: Independently owned and operated enterprises with limited resources, staff, and revenue, typically focused on serving local markets. 

Introduction 

Trade liberalization, which refers to a policy framework that involves the reduction or removal of trade barriers such as tariffs, quotas, and subsidies, has 

played a pivotal role in the economic reform processes of numerous developing nations (World Trade Organization, 2021). These policies are typically 

enacted with the intention of integrating domestic economies into the global marketplace, fostering growth through enhanced trade activities, and 

attracting foreign investments (Krueger, 1997). 

This study examines the impact of trade liberalization policies on the growth, sustainability, and competitiveness of small businesses in Lilongwe, Malawi. 

It combines interviews with local entrepreneurs and analysis of business performance data to uncover challenges and opportunities under a liberalized 

trade regime. The findings aim to guide policymakers in supporting small businesses and promoting inclusive economic growth. 

LITERATURE REVIEW    

Theoretical Foundations of Trade Liberalization        

According to Krugman, P., & Obstfeld, M. 2009, outlines the theoretical underpinnings of international trade, emphasizing the benefits of trade 

liberalization, such as efficiency gains and consumer welfare improvements. However, He also discusses the potential short-term costs for small 

businesses in developing countries, including increased competition and the risk of market displacement. (Bhagwati, J. 2002) argues that trade 

liberalization generally benefits the global economy by increasing efficiency and fostering economic growth. However, He acknowledges that the 

transition to open trade can be challenging for small businesses in developing countries, particularly in sectors vulnerable to foreign competition. Effective 

policy frameworks are essential to ensure that the benefits of trade liberalization are broadly shared. 

On the same point (Rodrik, D. 2001) critiques the "one-size-fits-all" approach to trade liberalization imposed by global institutions. He argues that 

developing countries, including small businesses, require tailored policies to manage trade openness in ways that promote inclusive growth, protect 

vulnerable industries, and build domestic capabilities to withstand global competition. 

http://www.ijrpr.com/
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Trade Liberalization and its Impact on Developing Countries 

According to Cali, M., & Te Velde, D. W. 2008). This study reviews the evidence on the impact of trade liberalization on export growth in developing 

countries. The authors find that while some countries experience robust export growth following liberalization, others face challenges due to poor 

infrastructure, weak institutions, and an inability of small businesses to access new markets. They emphasize the need for complementary policies that 

support small businesses in adapting to new trade environments. 

Winters, L. A., McCulloch, N., & McKay, A. (2004). Conclude that trade liberalization can reduce poverty by stimulating economic growth and creating 

new jobs. However, small businesses are often disproportionately impacted by increased competition from foreign goods, leading to higher vulnerability 

in sectors where they cannot compete on price or quality. The book stresses the need for targeted social programs and small business support to ensure 

equitable outcomes. 

EMPIRICAL LITERATURE REVIEW 

This section delves into specific empirical studies that explore the relationship between trade liberalization policies on the growth and sustainability of 

small business  

1. Challenges Faced by Small Businesses under Trade Liberalization 

Study: The effects of trade liberalization on small businesses in China, focusing on the manufacturing sector, Zhang, J., & Wang, X. (2010). It finds that 

trade liberalization leads to both opportunities and threats: while it provides access to global markets, it also increases competitive pressures, particularly 

in the price-sensitive and labor-intensive sectors where small businesses are most concentrated. This suggest that dynamics provides a valuable 

comparative perspective for assessing the specific challenges in Lilongwe's context and tailoring strategies to mitigate negative impacts while capitalizing 

on new market opportunities. 

Study: The barriers to entry that small businesses in Africa face in the context of globalization and trade liberalization, Munyama, P. (2007). These 

barriers include limited access to capital, lack of infrastructure, and limited managerial expertise. The paper concludes that policy frameworks that address 

these challenges are essential for small businesses to thrive in a liberalized global market. 

2. Impact of Trade Liberalization on Small Businesses 

Study: The Role of Small and Medium Enterprises (SMEs) in Trade Liberalization in Developing Countries. It finds that trade liberalization can enhance 

the competitiveness of SMEs in export markets but also exposes them to risks such as increased competition and lack of access to modern technology. 

He suggests that Policy support, including capacity building and access to finance, is critical for helping SMEs cope with these challenges. 

Study: Assesses the effects of trade liberalization on small businesses in Asia, Ghani, E., & Kharas, H. (2010).  It finds that small businesses in export-

oriented sectors benefit from trade liberalization, whereas those in import-competing sectors face challenges from cheaper foreign goods. The authors 

recommend policies that provide small businesses with better access to technology, export market information, and financial services. 

3. Strategies for Maintaining Competitiveness and Sustainability in Post-Liberalization 

Study: on how export-oriented strategies open new revenue streams for small businesses. Rahman et al. (2019). He finds out that producing specialized 

goods for international markets, such as textiles or handcrafted items, small enterprises tap into global demand. However, this requires overcoming 

barriers such as quality standards and logistical challenges. 

RESEARCH METHODOLOGY      

Research Design: 

A mixed-methods approach was employed in this study, capturing both quantitative and qualitative data. 

Quantitative Component: A questionnaire was used to collect data on trade liberalization policies on the growth and sustainability of small business n 

Lilongwe Malawi.  

Qualitative Component: Focus groups or interviews with small business owners in different markets were used to provide deeper insights into how the 

effects of trade liberalization policies on the growth and sustainability of small businesses in Lilongwe Malawi. 

 In conclusion, this conceptual design provided a framework for a comprehensive study of the effects of trade liberalization policies on the growth and 

sustainability of small businesses in Lilongwe Malawi. By combining quantitative and qualitative methods, the research provided a nuanced understanding 

of variable relationships within this specific context. 
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Sampling: 

The study targeted a population of small-scale business owners in different market within Lilongwe malai. A stratified random sample was employed, 

ensuring representation across different markets (Area 3 market, Lizulu, wakawaka). Given the stratified nature of the population i.e. some scale business 

owners at Lizulu market, a stratified random sampling technique was considered as the appropriate for this study. 

By dividing the population into strata (markets) and then randomly selecting participants from each stratum, the sample was selected to represent the 

diversity of the population.  

Therefore, within each market (stratum), participants were randomly selected to ensure everyone has an equal chance of being included.  

DATA ANALYSIS AND INTERPRETATION 

Figure 5 

Trade liberalization has improved access to new markets for many businesses. 

 

This pie chart indicates the level of agreement among employees regarding the improved access to new markets for many businesses. The majority (48%) 

agree that Trade liberalization has improved access to new markets for many businesses 
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Figure 6 

The removal of trade barriers has made it easier to source raw materials for many enterprise 

 

The graph shows the respondent rate for small scale business owners concerned on how the removal of trade barriers has made it easier to source raw 

materials for many enterprises. The majority (68%) agree and strongly agree that the removal of trade barriers has made it easier to source raw materials 

for many enterprise 

Figure 27 

Tax incentive have helped many business remain sustainable    

 

The findings shows a sizable majority (55%) agreed that tax incentives have been successful in keeping businesses afloat, either strongly (22.5%) or 

moderately (32.5%).  

Major findings 

Sample demographics: The sample is predominantly male (80%) and the majority of respondents are aged between 31 and 40 years (37%). 
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The study reveals that trade liberalization policies have had mixed effects on the growth and sustainability of small businesses in Lilongwe, Malawi. 

While the removal of trade barriers has improved access to foreign markets (figure 6) and diversified the availability of goods (figure 8), many small 

businesses face challenges such as increased competition from imported products (figure 15), limited access to capital, and inadequate infrastructure. 

Additionally, knowledge gaps about leveraging new opportunities under liberalized trade regimes have hindered small enterprises from fully capitalizing 

on these policies. To ensure sustainable growth, there is a need for supportive measures, such as capacity-building initiatives, better financing options, 

and infrastructure development, to empower small businesses to compete effectively in a liberalized economy. However, the lack of noteworthy 

participants in export markets underscores the necessity of investigating methods to augment small enterprises' involvement in global commerce. Even 

though trade liberalization policies are thought to be essential for expansion, obstacles like import competition and a lack of funding force companies to 

adopt more conventional survival tactics. Sustainability requires a well-rounded strategy that incorporates innovation and capacity building. The 

importance of government infrastructure and support is acknowledged, but policy awareness gaps point to the need for improved stakeholder engagement 

and knowledge sharing.  

SUGGESTIONS AND RECOMMENDATIONS 

To ensure the growth and sustainability of small businesses in Lilongwe under trade liberalization, targeted interventions are essential. These include 

financial support, such as low-interest loans and grants, to help businesses manage competitive pressures and adapt to market changes. Capacity-building 

initiatives, such as training in market dynamics and supply chain management, can equip entrepreneurs to seize new opportunities. Additionally, 

infrastructure development, like improved transport and digital connectivity, is crucial for accessing wider markets. Policymakers should also implement 

protective measures, such as anti-dumping regulations and phased liberalization, to balance growth and safeguard local industries. These strategies align 

with global best practices for mitigating the negative effects of trade liberalization on vulnerable businesses. 

CONCLUSION 

The findings of this study shows that trade liberalization policies have had mixed effects on small businesses in Lilongwe, Malawi. While some have 

benefited from new opportunities like market expansion and foreign networking, many face challenges such as increased competition, price volatility, 

and limited access to capital.  

Furthermore, the findings highlight systemic challenges in Lilongwe's business environment that hinder small enterprises from fully benefiting from trade 

liberalization. Issues like poor infrastructure, low financial literacy, and limited global market access persist.  

However, the study also revealed challenges and limitations. The prevalent challenges are Lack of access to credit and financing, struggles to retain 

customers due to increased competition from foreign enterprises and increased cost of inputs due to global price volatility 

Despite these challenges or limitations, the study highlights actionable solutions, such as improving access to affordable financing, promoting capacity-

building programs, and implementing supportive policies like subsidies and tax incentives, to address the challenges identified. 

Future research should Exploring how small businesses can integrate sustainability strategies to compete and remain resilient, Examining how technology 

adoption impacts small businesses' ability to adapt and thrive in a globalized economy and Identifying factors that hinder small businesses from entering 

international markets and proposing solutions. By building upon the foundation laid by this study, future researchers can contribute to the development 

of comprehensive strategies and policies that enhance the growth, competitiveness, and resilience of small businesses in liberalized trade environments. 

These studies could provide valuable insights into addressing systemic barriers, leveraging technological advancements, and fostering sustainable 

practices, ultimately promoting inclusive economic development in Lilongwe and similar regions. 
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