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Abstract- This study examines the impact of tariff
exposure on the financial performance of firms
across different industries, with a comparative lens
on public and private companies. The analysis is
situated within the context of growing global
protectionism and trade policy uncertainty, which
have imposed new challenges on corporate cost
structures and supply chain strategies. Drawing on
secondary data from the period 2020 to 2024, the
study employs a quantitative cross-sectional design to
evaluate financial indicators such as return on assets
(ROA), return on equity (ROE), revenue growth, and
operating margins. The findings reveal that
technology firms are generally more resilient to tariff
shocks, while manufacturing and agriculture sectors
show greater financial vulnerability. Public
companies consistently outperform private ones,
benefiting from broader access to capital, diversified
operations, and more robust risk management
capabilities. Strategic responses such as supply chain
diversification, localized production, and financial
hedging were found to mitigate the adverse effects of
tariff exposure. The study contributes to the
understanding of how firms navigate tariff-induced
risks and offers practical insights for policymakers,
corporate leaders, and investors aiming to strengthen
operational resilience in an increasingly volatile
trade environment.

Index Terms- Tariff Exposure, Financial
Performance, Public Vs. Private Firms, Trade
Policy, Supply Chain Strategy, Trade Risk
Management.

L. INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Tariffs—taxes on imported goods are long-standing
tools of trade policy, used to protect domestic
industries, raise revenue, and shape international
relations. However, the resurgence of protectionist
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trade measures since 2018, especially during the U.S.—
China trade conflict, has renewed interest in how
tariffs affect corporate financial performance (Flaaen
& Pierce, 2019).

Tariff exposure refers to how firms are impacted by
trade duties, either directly through higher import
costs or indirectly via supply chain disruptions and
restricted market access (Handley & Limao, 2020).
Firms in sectors like manufacturing, electronics, and
technology which heavily rely on global supply chains
are particularly affected, facing rising input costs and
reduced margins (Brauning, Fillat, & Joaquim, 2021).
Research shows these effects vary by industry and
ownership type. Public companies often have
diversified operations and better access to capital but
are also more globally integrated and exposed. Private
firms, while potentially more insulated due to
localized operations, may lack financial buffers to
absorb shocks (Fajgelbaum et al., 2020).

Sectoral sensitivity also differs as industries using
imported intermediate goods—Ilike automotive and
electronics face compounding cost impacts, while
service-oriented or domestic supply-based industries
show greater resilience (Li, Lincoln, & McCallum,
2021). Public firms, under pressure to meet short-term
targets, may react more strongly to tariff news, while
private firms often prioritize long-term stability (Zhao,
2020).

This study aims to examine how tariff exposure
impacts firm performance across sectors and
ownership  structures, offering insight for
policymakers, investors, and corporate leaders
navigating trade policy shifts.

1.2 STATEMENT OF THE PROBLEM

The global economy is undergoing major
transformations driven by shifting trade policies,
rising tariffs, and growing protectionism. These
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developments pose serious challenges for firms across
sectors, particularly in relation to financial
performance. Tariff impositions, especially amid
escalating trade wars, lead to higher import costs,
disrupted supply chains, and restricted market access.
These effects can cascade into reduced profitability,
falling stock prices, and weakened financial stability.

Although tariffs clearly impact trade flows and firm
operations, there is still limited understanding of how
different industries and company types, specifically
public versus private firms, are affected by tariff
exposure. Existing research tends to emphasize
macroeconomic impacts or focus narrowly on specific
industries. A comprehensive cross industry analysis
that also distinguishes between ownership structures
remains largely absent. Public firms, with broader
global operations and greater market visibility, may be
more exposed to tariff shocks, while private firms may
face other constraints such as limited capital access or
geographic scope.

The mechanisms through which tariff exposure
influences firm performance, including cost inflation,
market access loss, or demand shifts, also vary by
industry. Sectors like manufacturing, agriculture, and
technology are often labeled as most vulnerable, but
such generalizations overlook the diverse strategies
firms use to cope. Tariff exposure can affect financial
metrics such as revenue, operating margins, ROA, and
ROE, depending on firm size, international reach, and
adaptability.

This study addresses the need for a detailed empirical
analysis of how tariff exposure impacts financial
performance across industries and firm types.
Understanding these variations is essential for
policymakers, investors, and corporate leaders aiming
to design effective responses and build resilience in an
increasingly uncertain global trade environment.

1.3 RESEARCH OBJECTIVES AND QUESTIONS
RESEARCH OBJECTIVES

The overarching aim of this study is to examine the
relationship between tariff exposure and the financial
performance of firms across different industries, with
a comparative focus on public and private companies.
This aim is broken down into the following specific
objectives:
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1. To evaluate the effect of tariff exposure on key
financial performance metrics—including Return
on Assets (ROA), Return on Equity (ROE),
revenue growth, and operating margins—across
various industries.

2. To compare how public and private firms differ in
their financial responses to tariff shocks,
considering factors such as capital access,
reporting obligations, and strategic flexibility.

3. To assess industry-specific vulnerabilities and
adaptive behaviors, particularly in manufacturing,
agriculture, and technology, in response to tariff-
induced disruptions in cost structures and market
access.

4. To investigate the role of market strategies and
global supply chain management in moderating the
financial impact of tariff exposure, including
sourcing diversification, hedging, and inventory
planning.

These objectives aim to produce actionable insights
for business leaders, policymakers, and investors
navigating an increasingly protectionist global trade
environment.

RESEARCH QUESTIONS

To guide the investigation and structure the empirical

analysis, the study seeks to answer the following

research questions:

1. How does tariff exposure affect the financial
performance of companies in different industries?
This question seeks to uncover the general
relationship between tariff exposure and financial
performance metrics, emphasizing cross-sectoral
variations.

2. What are the differences in financial performance
impacts between public and private companies
when exposed to tariffs?
This question explores the moderating role of firm
ownership structure in determining financial
resilience or vulnerability to trade policy shocks.

3. How do different sectors, such as manufacturing,

technology, and agriculture, respond to tariff-
induced changes in their cost structures and
profitability?
This question delves into sector-specific dynamics,
identifying which industries are most sensitive to
tariffs and how they adapt operationally and
financially.
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4. What role do market strategies and global supply
chain management play in mitigating the financial
impact of tariffs?

This question investigates the strategic tools and
practices firms use to buffer against tariff risks and
maintain performance stability.

Together, these objectives and questions form the
analytical backbone of the study and inform both the
methodological approach and the interpretation of
findings.

1.4 PURPOSE AND SIGNIFICANCE OF THE

STUDY

PURPOSE OF THE STUDY

This study aims to investigate the impact of tariff

exposure on the financial performance of companies,

with a cross-industry perspective that differentiates
between public and private firms. Specifically, it seeks
to:

1. Assess how varying degrees of tariff exposure
influence key financial performance indicators,
such as return on assets (ROA), return on equity
(ROE), operating margins, and revenue growth.

2. Compare the adaptive responses of public and
private companies to tariff-related shocks across
industries such as manufacturing, agriculture, and
technology.

3. Examine the role of industry-specific
characteristics—such as global supply chain
dependence, export/import intensity, and capital
structure—in moderating the effects of tariffs on
firm performance.

By achieving these goals, the study seeks to offer both

theoretical insight and practical guidance for

understanding and managing the financial risks
associated with trade policy volatility.

SIGNIFICANCE OF THE STUDY

This research is significant for several reasons:

1. Contribution to Academic Knowledge

The study contributes to the growing body of literature
on international trade and corporate finance by
addressing a relatively understudied intersection: how
firm ownership structure (public vs. private) and
industry characteristics jointly shape responses to
tariff exposure (Li et al., 2021; Bréuning et al., 2021).
It fills a critical gap by empirically analyzing cross-
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industry variations using recent data within the context
of modern protectionist policies.

2. Strategic Insight for Business Leaders

Firms particularly those involved in global trade—
need robust data to make informed strategic decisions.
This study provides insights into which types of firms
are most susceptible to tariffs and which financial
metrics are most affected. Public companies can use
these findings to improve investor communications
and risk disclosures, while private firms can
strengthen internal risk management strategies.

3. Guidance for Policymakers

Policymakers require empirical evidence to evaluate
the broader economic implications of tariff measures.
This study can help inform balanced trade policies by
highlighting which sectors and firm types are most
financially vulnerable, thereby guiding targeted
interventions or support mechanisms (Handley &
Limao, 2020).

4. Risk Assessment for Investors and Analysts
Understanding how tariff exposure influences public
and private companies across industries equips
financial analysts and investors to better assess firm
value, volatility, and long-term growth potential in
uncertain trade environments.

5. Operational Planning for Supply Chain Managers
and Consultants

The findings may guide professionals in trade logistics
and supply chain management to design more resilient
sourcing, procurement, and production strategies that
account for the financial vulnerabilities posed by
fluctuating tariffs.

1.5 SCOPE AND LIMITATIONS OF THE STUDY
Scope of the Study

This study focuses on analyzing the effects of tariff
exposure on the financial performance of companies,
with a comparative approach across industries and
ownership structures (public vs. private firms). The
analysis spans multiple industries, including but not
limited to manufacturing, agriculture, technology, and
consumer goods, where exposure to trade tariffs is
particularly significant due to dependence on imported
inputs or international market access.

The study is geographically focused on companies
operating in tariff-impacted economies, particularly
those influenced by recent trade tensions involving
major economies like the United States, China, and
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members of the European Union. However, firms
based in developing countries with significant trade
linkages may also be considered to enhance the
comparative analysis.

The temporal scope includes data from the past 5 years
(2020-2024) to capture the effects of recent global
trade policy shifts, such as the aftermath of the U.S.-
China trade war, Brexit-related trade adjustments, and
the COVID-19 pandemic's impact on supply chains
and tariff exemptions or impositions.

The study will evaluate financial performance using
standard indicators, including:

Revenue and revenue growth

Operating profit margin

Return on Assets (ROA)

Return on Equity (ROE)

Earnings Before Interest and Taxes (EBIT)

Stock market performance (for public companies)

Additionally, tariff exposure will be measured through
proxies such as:

The share of imported inputs in total costs
Country-level tariff rates by industry

Firm disclosures on tariff impacts in financial
statements and investor reports

Limitations of the Study

Despite its broad relevance and analytical value, the

study is subject to several limitations:

1. Data Availability and Accessibility: Access to
high-quality financial and trade data especially for
private firms is limited, as they are not required to
disclose such information publicly. This may skew
the analysis toward public firms, affecting the
balance of comparisons.

2. Measurement of Tariff Exposure: Tariff exposure
is multifaceted. While proxies like input costs and
trade volumes are used, they may not capture
indirect effects such as supply chain disruptions,
retaliatory tariffs, or policy uncertainty (Flaaen &
Pierce, 2019; Handley & Limao, 2020).

3. Cross-Country  Differences:  Variations in
macroeconomic conditions, regulations, and
currency volatility across countries may confound
tariff-performance relationships, and full control
for these differences is difficult.
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4. Time Lag Effects: Tariff impacts may not be
immediate due to long-term contracts, hedging, or
inventory strategies. This could lead to
underestimating or misattributing short-term
financial effects.

5. Industry Heterogeneity: Differences in
competitiveness and global integration across and
within industries make generalization difficult, as
firms may respond differently through reshoring,
diversification, or price adjustments.

6. External Economic  Shocks: Events like
pandemics, conflicts, or recessions may overlap
with tariff impacts, making it hard to isolate their
direct financial effects.

1L LITERATURE REVIEW

2.1 INTRODUCTION

This chapter reviews existing literature on the
relationship between tariff exposure and financial
performance, emphasizing cross-industry differences
and ownership structures (public vs. private firms).
The review synthesizes empirical findings, theoretical
frameworks, and recent global developments to
contextualize the study's focus.

2.2 TARIFF

PERFORMANCE
Tariff exposure refers to how a firm's operations,
supply chains, and financial performance are affected
by changes in trade tariffs. Tariffs raise the cost of
imported goods, increasing input costs for firms reliant

EXPOSURE  AND FIRM

on foreign supplies. This can reduce profit margins,
price competitiveness, and key financial indicators
such as revenue growth, ROA, ROE, and EBIT
(Furceri et al., 2019).

Firms embedded in global supply chains are especially
vulnerable, as tariffs on raw materials like steel and
aluminum can trigger cost increases across industries,
lowering profitability and production (Flaaen &
Pierce, 2019). In Ghana, higher input tariffs led to
declining productivity among manufacturers, showing
how tariffs can hinder efficiency in emerging markets
(Ackah et al., 2012).

Some firms respond by vertically integrating to reduce
supplier dependence, as seen in China, though this can

ICONIC RESEARCH AND ENGINEERING JOURNALS 856



© SEP 2025 | IRE Journals | Volume 9 Issue 3 | ISSN: 2456-8880
DOI: https://doi.org/10.64388/IREV9I3-1710678-4188

impact cost structures and long-term flexibility (Du &
Shi, 2024). Tariff exposure also affects investor
confidence because public firms often see stock
declines when earnings are hit by trade barriers (Amiti
et al., 2019).

Finally, firm size and diversification matter: large
firms can adjust supply chains and pass on costs, while
SMEs, with limited resources, are more exposed to
tariff shocks (OECD, 2020).

2.3 INDUSTRY-SPECIFIC IMPACTS OF TARIFFS
The impact of tariffs on firms varies significantly
across industries, shaped by factors such as supply
chain structure, reliance on imports, labor intensity,
and competitiveness. Sectors like manufacturing,
automotive, and electronics which are heavily
dependent on imported inputs are especially
vulnerable. Even small tariff increases can raise
production costs, reduce economies of scale, and
compress profit margins. Flaaen and Pierce (2019)
found that U.S. manufacturers hit by 2018-2019 steel
and aluminum tariffs faced higher input costs, leading
to lower output and employment.

The automotive sector, with complex global supply
chains, is similarly exposed. Tariffs on key
components disrupted operations, forcing firms to
either absorb costs or pass them to consumers,
affecting demand (Amiti et al., 2019). Conversely, the
technology sector displayed more resilience by
diversifying suppliers, stockpiling inventory, and
relocating production to lower-risk areas (Handley &
Limao, 2020).

Agriculture also faces high sensitivity, particularly in
export-heavy areas like soybeans. Retaliatory tariffs
by China in 2018 led to falling prices and government
subsidies (Bown, 2019). Service industries like
finance and healthcare are less directly affected but
may face indirect consequences from broader
economic shifts.

Overall, the literature highlights that the sectoral
impact of tariffs is multi-dimensional and depends not
only on exposure to trade but also on firms' strategic
flexibility, cost structures, and value chain
configurations. Policymakers and business leaders
must therefore tailor responses to tariff regimes based
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on the specific vulnerabilities and adaptive capacities
of each industry.

2.4 PUBLIC VS. PRIVATE FIRMS:
DIFFERENTIAL RESPONSES TO TARIFF
EXPOSURE

The effect of tariff exposure on firms can differ
significantly depending on ownership structure—
particularly between public and private firms. Public
companies, which are listed on stock exchanges and
subject to strict reporting requirements, often have
broader access to financial capital, diversified business
portfolios, and more formalized risk management
strategies. In contrast, private firms tend to be smaller,
less diversified, and more constrained in their ability
to respond to external shocks such as tariffs.

Public companies typically possess greater financial
resilience due to their ability to raise capital through
equity and debt markets. This advantage enables them
to absorb tariff-related cost increases more effectively
and to invest in adaptive strategies such as
reconfiguring supply chains, increasing automation, or
relocating production facilities. For example, a study
by RapidRatings (2025) found that publicly traded
firms experienced less financial distress compared to
their privately held counterparts during periods of
elevated tariff exposure, largely due to superior
liquidity positions and stronger credit ratings.

Moreover, public firms often benefit from greater
economies of scale, which can allow them to spread
the fixed costs of tariffs across a larger volume of
output. This can make it easier for them to maintain
profitability, even in the face of rising input prices.
These firms are also more likely to employ advanced
hedging techniques or engage in long-term contracts
that shield them from abrupt price increases caused by
new tariffs (Alessandria, Kaboski, & Midrigan, 2021).

Private firms, by contrast, generally face more
challenges when exposed to tariffs. Due to their
limited access to capital markets and reliance on more
constrained financing sources (e.g., private equity or
bank loans), they often struggle to absorb cost shocks
or restructure operations quickly. Many private firms
also lack the bargaining power to negotiate favorable
terms with suppliers or pass increased costs on to
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customers, especially in competitive markets with
elastic demand.

Additionally, private firms often have narrower
geographic footprints and product offerings, making
them more vulnerable to disruptions in specific
regions or sectors. For example, a private
manufacturing firm that sources critical inputs from a
single foreign supplier may be severely impacted by
tariffs, whereas a diversified public multinational
could more easily shift procurement to alternative
markets (Cravino & Levchenko, 2017).

Differences in regulatory obligations also play a role.
Public companies are generally more proactive in
disclosing material risks related to tariffs in their
financial reports and investor communications. This
level of transparency can help maintain investor
confidence and reduce market volatility, even during
periods of policy uncertainty. Private firms, however,
may not have formal mechanisms in place for such
disclosures, making it harder for stakeholders to assess
risk and for the firms themselves to plan effectively.

There is also evidence that firm responses to tariff
shocks are influenced by governance structures. Public
companies with established boards, compliance teams,
and legal departments may have more institutional
capacity to monitor policy developments and respond
strategically. In contrast, many private firms—
especially those that are family-owned or
entrepreneur-led—may lack such internal
infrastructure and instead adopt reactive or ad hoc
responses to tariff threats (Gormley, Matsa, &
Milbourn, 2020).

2.5 TRADE POLICY UNCERTAINTY AND
CORPORATE STRATEGY

Trade policy uncertainty (TPU) refers to the
unpredictability surrounding trade-related government
decisions, such as tariffs or trade agreements. It has
become a critical factor influencing corporate
strategies, especially in global supply chains,
investment planning, and risk management. Faced
with TPU, firms often delay long-term investments
and operational decisions to avoid costly errors
(Handley & Limao, 2017).
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Recent global events such as Brexit, the U.S. - China
trade war, and shifting tariffs have amplified TPU.
Studies show that uncertainty reduces investment by
increasing the value of waiting. Firms may delay
capital spending, product launches, or innovation until
policies become clearer (Caldara et al., 2020). This
cautious approach can result in missed growth
opportunities.

To manage TPU, companies are adopting more
flexible strategies. Supply chain diversification is a
key response, with firms spreading production across
multiple regions to reduce dependency on any one
country and mitigate risks from sudden policy shifts
(Miroudot, 2020). Companies are also investing in
digital infrastructure, using analytics and real-time
tracking to improve supply chain responsiveness and
support strategies like nearshoring and dual sourcing.
Financial hedging is another response. Tools like
forward contracts and options help firms stabilize cash
flows amid tariff and currency volatility especially in
manufacturing and electronics (Boz, Gopinath, &
Plagborg-Moller, 2022).

Firms are also becoming more engaged in policy
advocacy and compliance, building internal teams to
monitor regulatory changes and participate in
lobbying to influence outcomes (Kim, 2021).

Multinational corporations (MNCs) face additional
challenges, as they must navigate multiple
jurisdictions. To manage this, many are investing in
policy risk intelligence, including political risk
assessments and scenario planning to guide strategic
decisions (OECD, 2020)

2.6 THEORETICAL FRAMEWORKS
Understanding how tariff exposure affects financial
performance requires a solid grounding in economic
and strategic management theories. Several theoretical
perspectives offer insight into the mechanisms by
which tariffs influence firm behavior and outcomes.
Prominent among these are the Resource-Based View
(RBV), Institutional Theory, and Trade Protection
Theory.

Resource-Based View (RBV)
The Resource-Based View posits that a firm's ability
to achieve and sustain competitive advantage lies in its
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unique resources and capabilities (Barney, 1991).
When applied to tariff exposure, this theory suggests
that firms with superior internal capabilities—such as
strong financial reserves, flexible supply chains, or
advanced technological systems—are better equipped
to absorb the shocks associated with trade restrictions.
For instance, a public firm with greater access to
global markets and financial capital may be more
resilient in the face of rising input costs caused by
tariffs, as it can reallocate resources or invest in
strategic alternatives such as automation or domestic
sourcing (Wernerfelt, 1984; Arend & Bromiley,
2009).

Institutional Theory

Institutional Theory emphasizes the role of formal and
informal rules, norms, and structures in shaping
organizational behavior (Scott, 2014). Tariff regimes
are fundamentally institutional arrangements that
compel firms to adjust their strategies in order to
comply with evolving trade policies. Firms respond
differently to tariff exposure based on the institutional
environment in which they operate—public firms,
being more embedded in regulatory frameworks and
investor expectations, may respond to trade policy
changes more proactively than private firms. This
theory also underscores how firms in different
countries react differently to tariffs depending on
national trade institutions, legal norms, and political
climate (Peng et al., 2008).

Trade Protection Theory

Trade Protection Theory, rooted in classical
economics, explains government intervention in
markets through tariffs, subsidies, and quotas aimed at
shielding domestic industries from foreign
competition. According to this theory, tariffs are
meant to provide short-term relief to domestic
producers but often lead to long-term inefficiencies
such as reduced innovation and consumer welfare loss
(Krugman, Obstfeld, & Melitz, 2018). For firms,
particularly in manufacturing and agriculture,
protectionist policies may initially boost revenues by
reducing foreign competition. However, over time,
these benefits can be offset by increased input costs,
retaliatory tariffs from trade partners, and reduced
global market access, all of which affect financial
performance indicators such as return on assets
(ROA), profitability, and capital investment decisions.
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Contingency Theory

Contingency Theory argues that there is no one-size-
fits-all approach to management; instead, optimal firm
responses depend on external conditions. Tariff
exposure, as an environmental contingency, forces
firms to adapt based on their size, structure,
ownership, and industry. Private firms, often with
leaner structures and fewer strategic buffers, may
adopt cost-cutting or localization strategies in
response to tariffs, while public firms might engage in
long-term strategic planning, including diversification
and lobbying. This theoretical lens highlights the
differentiated impact of tariffs across sectors and firm
types (Donaldson, 2001).

These theoretical frameworks collectively offer a
comprehensive lens through which to examine how
firms navigate tariff exposure. They illuminate the
strategic, institutional, and economic underpinnings of
corporate behavior and provide the basis for
explaining variations in financial performance across
firm types and industries.

. METHODOLOGY

3.1 RESEARCH DESIGN

This study adopts a quantitative cross-sectional
research design to empirically investigate the impact
of tariff exposure on the financial performance of
private and public companies across various
industries. The design allows for comparison across
multiple firms and sectors at a specific point in time
(2020-2024), capturing recent shifts in trade policies
and their implications on corporate outcomes.

The research is grounded in a positivist paradigm,
aiming to establish measurable relationships between
tariff exposure and financial indicators using statistical
tools and secondary data analysis.

3.2 POPULATION AND SAMPLING

The population of interest includes public and private
companies operating in tariff-affected economies,
particularly those engaged in industries such as
manufacturing, technology, agriculture, and consumer
goods. These sectors were selected due to their varying
degrees of reliance on imported inputs and global
supply chains.
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A stratified sampling technique will be employed to
ensure proportional representation of public and
private firms across the selected industries. Within
each stratum, firms will be randomly selected based on
data availability and relevance. The sample is
expected to comprise approximately 200-300 firms,
ensuring robust statistical inference.

3.3 DATA COLLECTION METHOD
The study utilize secondary data, gathered from a
variety of credible sources, including:

Financial statements and annual reports (for both
public and accessible private firms)

SEC filings and databases such as Compustat,
Orbis, and Bloomberg (for public firms)
Industry-specific reports, trade databases, and
tariff schedules from sources like the World Trade
Organization (WTO) and World Bank

Firm disclosures regarding tariff impacts, where
available

All data will be cross-referenced for accuracy and
completeness. Private firm data will be collected using

subscription-based financial intelligence platforms,

academic archives, and, where applicable, national
registries.

3.4 VARIABLES AND OPERATIONALIZATION

Dependent Variable:

¢ Financial Performance, operationalized using:

o Return on Assets (ROA)

o Return on Equity (ROE)

o Operating Profit Margin

o Revenue Growth

o Earnings Before Interest and Taxes (EBIT)

o Stock Price Volatility (for public firms only)

Independent Variable:

o Tariff Exposure, measured using:

o Share of imported inputs in total production costs

o Industry-level average tariff rates (by country)

o Presence and extent of tariff-related disclosures in
company reports

o Country-specific tariff incidence for the firm’s

primary inputs or exports

Control Variables:
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Firm size (total assets or number of employees)
Industry category
Ownership structure (public/private)

International revenue share

Capital structure (debt-to-equity ratio)
Country-specific macroeconomic indicators (GDP
growth, inflation)

3.5 DATA ANALYSIS TECHNIQUES

Data will be analyzed using statistical and econometric
methods, primarily through IBM SPSS and Stata
software packages. The analysis will proceed as
follows:

1.

Descriptive Statistics:

To summarize the central tendencies, dispersion,
and distribution of key variables.

Correlation Analysis:

To identify preliminary relationships between
tariff exposure and financial performance
indicators.

Multiple Regression Analysis:

A series of Ordinary Least Squares (OLS)
regressions will be employed to assess the effect
of tariff exposure on financial performance,
controlling for firm size, industry, and ownership
type.

Subgroup Analysis:

Separate regressions will be run for public and
private firms to highlight differential impacts of
tariffs based on ownership structure.

Robustness Checks:

To address potential issues of multicollinearity,
heteroscedasticity, and endogeneity using
techniques such as Variance Inflation Factor
(VIF) diagnostics, White’s test, and instrumental
variable regression, where necessary.

3.6 VALIDITY AND RELIABILITY

To ensure reliability, all financial data will be obtained
from reputable, verifiable sources and cross-checked
across multiple databases. Construct validity will be
reinforced by adopting standardized financial metrics

and tariff exposure proxies widely used in academic
and industry literature (e.g., Flaaen & Pierce, 2019;
Handley & Limao, 2020).

Internal validity will be maintained by controlling for
confounding variables, while external validity is
supported by the stratified sampling approach and
inclusion of diverse industries and geographies.
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3.7 ETHICAL CONSIDERATIONS

Given that the study relies exclusively on publicly
available secondary data, there are no significant
ethical concerns regarding participant consent or data
confidentiality. However, due diligence will be
exercised in data handling, referencing, and
compliance with academic integrity standards.

Iv. DATA ANALYSIS AND RESULTS

This chapter presents the analysis and interpretation of
data collected to assess the effects of tariff exposure
on firm financial performance. Drawing from the
methodological framework established earlier, the
results are structured around industry categories and
ownership types.

4.1 DESCRIPTIVE STATISTICS BY INDUSTRY
The table below summarizes the average financial
performance indicators across three core industries—
manufacturing, technology, and agriculture:

Table 4.1: Descriptive Statistics
Industry RO  Revenu Operatin
E e g Margin
(%) Growth (%)
(%)
Manufacturin

g
Technology ‘

Agriculture

Interpretation:

e The technology sector exhibits the strongest
financial performance across all indicators, likely
due to better supply chain agility and innovation
capacity.

e Agriculture shows the lowest ROA and operating
margins, reflecting its higher sensitivity to export
tariffs and price volatility.
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4.2 ROA BY INDUSTRY

Return on Assets (ROA) by Industry

ROA (%)

8
7
6
5
a
3
2
1
o

Manufacturing Technology Agriculture

This chart visualizes the comparative Return on Assets
(ROA) across sectors. Technology firms outperform
others in converting assets into profit, while
agriculture lags behind.

4.3 OWNERSHIP STRUCTURE DISTRIBUTION

Firm Type Distribution

20.0%

60.0%
Public Firms

The pie chart above shows the proportional
representation of firm types in the sample:

e 60% Public Firms

e 40% Private Firms

This distribution enables a meaningful comparison
between the two ownership structures.

44 COMPARATIVE FINANCIAL IMPACT:
PUBLIC VS. PRIVATE FIRMS

Table 4.2: Comparative Financial Impact: Public vs.
Private Firms
Metric Public Private
Firms Firms

Average ROA (%)
Average ROE (%)

REENE Growth
(%0)
Operating  Margin
(%0)
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Key Insights:

e Public firms show stronger financial resilience to
tariffs, attributable to better access to capital,
diversified  operations, and robust risk
management.

e Private firms are more vulnerable, likely due to
limited financing options and less strategic
flexibility in adapting to tariff changes.

4.5 SECTORAL RESPONSE TO TARIFF-

INDUCED COST PRESSURES

Manufacturing:

e High exposure due to reliance on imported raw
materials and complex supply chains. Tariffs
increased input costs, reducing profitability.

Technology:

e Strategic agility enabled these firms to adjust
sourcing and production swiftly. Investments in
domestic production and digital tools buffered
performance.

Agriculture:

e Affected by export restrictions and retaliatory
tariffs (e.g., U.S.—China trade war). Firms in this
sector faced reduced demand and pricing pressure.

V. DISCUSSION OF FINDINGS

This section interprets the results of the data analysis
in light of the research objectives and existing
literature. It critically evaluates how tariff exposure
influences firm performance across industries and
ownership structures and explores the strategic
responses that shape financial outcomes.

5.1 TARIFF EXPOSURE AND FINANCIAL
PERFORMANCE ACROSS INDUSTRIES

The analysis reveals that tariff exposure impacts
industries in varied ways, with pronounced sectoral
heterogeneity. The technology sector consistently
outperformed manufacturing and agriculture in terms
of ROA, ROE, revenue growth, and operating
margins. This finding aligns with Handley & Limao
(2020), who argue that technology firms are more
adept at adapting to trade shocks through agile supply
chain management and digital infrastructure
investment.
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In contrast, the agricultural sector showed the weakest
financial indicators, largely due to its heavy
dependence on international markets and the
perishable nature of its outputs. Tariff barriers, such as
retaliatory duties imposed during the U.S.—China trade
war, significantly restricted export opportunities,
leading to oversupply, price drops, and revenue
declines—echoing observations from Bown (2019).

Manufacturing firms faced significant cost pressures
due to increased prices of imported intermediate
goods. This confirmed earlier findings by Flaaen &
Pierce (2019) that tariffs on raw materials like steel
and aluminum increased production costs across the
sector. While some manufacturers attempted to pass
on these costs to consumers, price sensitivity and
competition limited their ability to fully mitigate
margin erosion.

5.2 OWNERSHIP STRUCTURE AND
DIFFERENTIAL IMPACTS
One of the most striking findings is the performance
gap between public and private firms under tariff
exposure. Public companies demonstrated higher
average ROA, ROE, and operating margins than their
private counterparts. Several interrelated factors
explain this resilience:

e Access to Capital: Public firms benefit from
diversified funding options, including equity and
debt markets, allowing them to absorb short-term
cost shocks and finance strategic shifts such as
reshoring or automation (RapidRatings, 2025).

e FEconomies of Scale: Larger public firms can
spread tariff-related fixed costs across broader
production volumes, cushioning the impact on unit
profitability.

e Risk  Management Infrastructure:  Public
companies are more likely to employ hedging
strategies, long-term supplier contracts, and policy
monitoring teams, as supported by findings from
Alessandria et al. (2021) and Gormley et al.
(2020).

On the other hand, private firms, particularly SMEs,
often lacked the strategic and financial buffers to
respond proactively. They exhibited lower financial
performance metrics and were more likely to face
liquidity pressures. These results are consistent with
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OECD (2020), which noted that SMEs are
disproportionately affected by trade policy shifts due
to capital constraints and limited supply chain
diversification.

5.3 STRATEGIC RESPONSES TO TARIFF-

INDUCED SHOCKS

Another critical insight pertains to the strategic

behavior of firms facing tariff exposure. The analysis

indicates that firms in the technology and, to a lesser
extent, manufacturing sectors actively adopted
adaptive strategies such as:

e Supplier Diversification: Many technology firms
shifted procurement to non-tariff-affected regions
or invested in regional manufacturing hubs to
reduce dependency on single-source imports.

e Localized Production: Both public and private
firms, particularly in the technology sector,
explored localizing elements of their production
chain to bypass tariff zones.

e Inventory and Hedging Strategies: Firms in
manufacturing and technology adopted forward-
buying and financial hedging techniques to
manage cost volatility associated with uncertain
tariff environments.

These strategies corroborate Miroudot’s (2020) and
Boz et al.’s (2022) findings on the growing trend
toward supply chain resilience in response to trade
policy uncertainty.

5.4 THEORETICAL REFLECTIONS

The results also reinforce the theoretical frameworks

underpinning the study:

e Resource-Based View (RBV): Public firms’
superior performance illustrates how internal
resources—such as liquidity, technology, and
human capital—confer competitive advantage in
volatile trade environments (Barney, 1991).

o [Institutional Theory: The differentiated responses
of public and private firms underscore how
institutional structures—regulatory obligations,
investor pressures, and transparency norms—
shape organizational behavior under tariff stress
(Scott, 2014).

e Contingency Theory: The findings affirm the
notion that optimal responses to tariffs vary
depending on firm size, ownership, and industry.
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There is no uniform strategy; rather, firms adapt in
context-specific ways to mitigate risk (Donaldson,
2001).

5.5 POLICY AND MANAGERIAL IMPLICATIONS

The study has several implications for practice:

e For Policymakers: There is a need for targeted
support mechanisms for private firms and
agriculture-based SMEs that are
disproportionately affected by tariffs. This could
include access to trade finance, subsidies for
supply chain upgrades, and inclusion in trade
negotiations.

e For Business Leaders: The importance of strategic
foresight and operational flexibility cannot be
overstated. Firms should invest in trade risk
monitoring, scenario planning, and cross-border
procurement agility to remain competitive.

e For Investors and Analysts: Ownership structure
and industry exposure to tariffs should be integral
components of firm valuation models, especially in
uncertain geopolitical climates.

VI.  CONCLUSION AND
RECOMMENDATIONS

6.1 CONCLUSION

This study examined how tariff exposure affects firm
financial  performance, emphasizing industry
differences and ownership structure. Findings reveal
that tariff impacts vary by sector: manufacturing and
agriculture showed greater vulnerability, while
technology firms proved more resilient. Public firms
outperformed private ones in ROA, ROE, margins,
and revenue growth which is likely due to better
resources and risk management. Strategic responses,
such as hedging and supply chain diversification, were
more common among public and tech-driven firms.
Private firms faced more challenges due to limited
adaptability. Ownership structure moderated firms’
responses, aligning with institutional and resource-
based theories. Ultimately, this study contributes to a
deeper understanding of how firms navigate the
challenges of modern trade policy, and it offers
actionable insights for stakeholders seeking to
enhance resilience in the face of global tariff volatility.
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6.2 RECOMMENDATIONS

Based on the

study’s findings, the following

recommendations are proposed:

A

oo

. FOR POLICYMAKERS
1.

Support mechanisms for private and agricultural
firms:

Provide targeted financial assistance, trade finance
access, and technical support to private firms and
SMEs operating in highly tariff-exposed
industries.

Promote supply chain resilience initiatives:
Encourage investments in domestic production
capabilities and regional trade alliances to reduce
overdependence on vulnerable import sources.
Enhance trade policy transparency and stability:
Reduce uncertainty by clearly communicating
trade policy directions and avoiding erratic
impositions of tariffs, which can destabilize firm-
level planning.

. FOR CORPORATE MANAGERS

Invest in trade risk intelligence and strategic
planning:

Firms should develop internal capabilities to
monitor, anticipate, and respond to trade policy
changes. Scenario analysis and policy forecasting
should become core components of strategic
management.

Diversify  supply chains and  markets:
Reduce reliance on a single supplier or export
market by sourcing from multiple geographies and
exploring alternative consumer bases to mitigate
trade risk concentration.

Strengthen liquidity and financial buffers:
Firms, especially private ones, should prioritize
building reserves and exploring financing options
to cushion against tariff-induced shocks.

C. FOR INVESTORS AND ANALYSTS

1.
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Incorporate tariff risk exposure into firm valuation
models:

Analysts should assess a firm's dependence on
imported inputs, its exposure to export markets,
and its strategic adaptability when evaluating its
long-term value and risk profile.

Differentiate investment strategies by ownership
structure and sectoral
Consider that public firms in the technology sector

exposure:

(2]

[3]

[4]

[6]

(8]
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are more resilient under trade pressure, while
private firms in agriculture or manufacturing may
carry greater downside risk.
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