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Impact of Business Environment on Economic Growth:
Empirical Analysis Based on the World’s Economies

DING Zuoqin', WANG Xiaolong'?

1. School of Accounting, Wuxi Taihu University, Wuxi 214064, China;
2. School of Education, Tianjin University, Tianjin 300350, China

Abstract; Economic and trade frictions, as a key means of addressing regulatory constraints in the trade
environment, have a profound impact on optimizing the business environment, upgrading industrial structures,
and achieving high-quality economic development for nations. Porter’s Hypothesis and Schumpeter’s Innovation
Theory can be employed to analyze the impact of interaction between economic and trade frictions and
industrial upgrading on economic development. The optimization of the business environment has a significant
positive impact on economic growth, which still holds true even after endogeneity and robustness tests. The
interactive effect of economic and trade frictions, and industrial upgrading has a positive impact on economic
growth through trade diversion and value creation mechanisms. In addition, this impact shows heterogeneity in
terms of urbanization, aging, development degree, geographical regions, etc. Studying deeply the impact of
the business environment on economic growth can provide theoretical basis for policy formulation for the
optimization of the business environment, and industrial upgrading in the context of economic and
trade frictions.

Key words: economic and trade friction; business environment; industrial upgrading; economic growth
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