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Abstract
Traditional value chains link factors of production and production to final consumption, 
adding economic value. To reduce the negative effects of the value chain on the environ-
ment and societies, the sustainable business model must be integrated into all parts of the 
global value chain. This necessitates responsible production and procurement, but all par-
ticipants must recognise the importance of reusing resources, increasing the product life 
cycle, and minimising waste. However, this does not imply that all value chain participants 
in the value chain have equal responsibilities, as they have varying degrees of dominance, 
interests, and environmental and societal impact in their value chain-related activities. We 
claim that regional trade agreements are the key to balancing each other’s interests in an 
international value chain, assisting participants in reaching a consensus. On the other hand, 
existing regional trade agreements have flaws in how they distribute value. Furthermore, 
their standard-setting does not contribute to developing a sustainable global value chain 
because it ignores the impact of the sustainable business models of value chain participants 
on the global value chain. So, the article will focus on reconstructing global value chains 
by introducing a sustainable business model and using regulatory incentive systems to 
guide value chain participants in fulfilling corporate social and environmental responsibili-
ties. As a result, this article discusses how a sustainable business model can aid in develop-
ing the global value chain in a sustainable direction, as well as how regulation can help.

Keywords  Sustainable business model · Global value chain · Reginal trade agreements · 
Information disclosure · Due diligence

Introduction

Before the advent of global value chains (GVCs), the international manufacturing order 
was relatively independent and complete. The entire product is completed independently 
within a country, the production boundaries are clear, and the boundaries of the sales are 
also clear, which are equivalent to the country’s geographical boundaries [1]. The external 
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expansion of enterprises was primarily driven by the two productivity drivers of economies 
of scale and internalised cost advantages. That is, mass production of homogeneous prod-
ucts and reduction of internal marginal costs1 to increase productivity and competition. 
The goal was to achieve a larger proportion of the market share monopoly and close the 
entire industry chain loop as much as possible [2].

GVCs theory did not enter the international economic arena until the 1980s [3]. This 
theory disrupted the theoretical tradition of the final product trade [3] and created a frag-
mented production order [1]. When many multinational corporations discovered that dif-
ferent production links in the same product have different production efficiency and cost 
advantages in different countries, they increasingly outsourced specific links in the same 
product to companies worldwide. The division of labour among enterprises in different 
countries is no longer the traditional division of labour between industries, but rather the 
division of labour in different production links within the same product [3]. As a result, 
multinational corporations have risen to the top of the global value chain. Through ‘func-
tional integration,’ they integrate the most competitive companies from around the world 
into their own supply chain systems [4], forming a strategic layout that combines ‘cost 
depression’ and ‘value highland’ [5], and opening up a fragmented production order. Since 
then, it’s been difficult to say that a country’s production has been completed completely 
and independently. The production boundary has become muddled and no longer corre-
sponds to the country’s regional boundary [1].

With further fragmentation and decentralisation of the global division of labour in the 
value chain, the proportion of trade in intermediate goods in the trade structure of countries 
participating in the global value chain has surpassed trade in final products. This changes 
the impact of trade barriers: it is no longer so much a question of final products as it is of 
intermediate products, as a greater number of intermediate products face multiple cross-
border trade issues as the value chain becomes more complex. Trade costs rise as the com-
plexity of value chains rises due to the superposition of border barriers [6]. The origin of 
finished goods is becoming increasingly difficult to determine, and more and more multi-
national manufacturers’ production and trade activities in third countries are subject to sev-
eral domestic trade barriers in the absence of integration. As a result, domestic trade rules 
limit the competitiveness of both foreign and domestic multinational manufacturers [2].

According to the logic of international value chains, lowering multinational companies’ 
trade costs necessitates lowering economic and trade boundary barriers to final products 
and intermediate goods.2 The requirements of multinational corporations have resulted in 
an increase in the number of multilateral agreements. Multilateral agreements governed by 
the World Trade Organization (WTO) rules have played an essential role in providing regu-
latory guarantees and guidelines for global resource distribution [7]. However, in practice, 
WTO rules have not produced consistent results. On the contrary, regional economic coop-
eration dominated by developed economies and their multinational corporations, such as 
the European Union (EU), has gradually become another way to eliminate barriers to inter-
national trade and investment. The multilateral trading system governed by WTO rules has 
been increasingly marginalised due to the ongoing catalysis of regional trade agreements 

1  The marginal cost is the rise or decrease in the cost of manufacturing one additional product or serving 
one more client.
2  An intermediate good is a product that is used to create a final good or finished product, often known as a 
consumer good.
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[7]. Many regional or bilateral trade and investment treaties have established regional regu-
lations and practice systems, forming standards that exceed WTO standards [8].

Although the paths, goals, and benefits of each country’s integration into GVCs differ, 
more and more countries are participating in them, and their importance in global trade is 
rapidly increasing. However, today’s GVCs are confronted with several threats and chal-
lenges. The COVID-19 epidemic has disrupted global trade and exposed the fragility of 
GVCs in the event of unexpected natural disasters; trade tensions between the world’s larg-
est economies and the subsequent war in Ukraine have undermined decades of efforts to 
promote more open cross-border trade and increased the long-term uncertainty and insta-
bility of global value chains; over-exploitation of natural resources, as well as political and 
economic events in producing countries, have had unpredictable effects on raw material 
and intermediate goods export supply and prices. These factors are intertwined and super-
imposed, prompting value chain leading countries and companies to take action to bring 
their value chains back home.

Under the enormous uncertainty of the current globalisation trend and its tumult, we 
must begin to reflect on where GVCs will go, whether the framework and structure of 
GVCs need to be reconstructed in the context of the new era, what role trade agreements 
play in the process, and what mechanism will be used to reconstruct them for sustainabil-
ity. GVCs provide a lot of advantages, but we cannot ignore how they affect the environ-
ment and society. Global biodiversity, climate change, ecological processes, and human 
rights are all negatively impacted by GVCs due to the global production of intermediate 
commodities, end products, and raw materials [9]. For example, statistics show that the 
production of soybeans, palm oil, beef, and wood products combined account for about 40 
per cent to 50 per cent of the total global deforestation [10]. How to change the value chain 
to reduce its impact on the environment and society is a critical question for our future.

In this article, we demonstrate that regulation incentivising the integration of sustain-
able business model (SMB) into GVCs is an effective strategy for addressing these issues. 
Sustainable GVCs offer a double prospect for economic development by reducing the value 
chain’s impact on the environment and making the production, trade, and consumption 
processes safer and more stable. Environmental characteristics of more sustainable value 
chains include more efficient use of natural resources, low waste discharge, and low pollu-
tion levels. In addition, respect for internationally recognised human rights and interests of 
indigenous peoples, local communities, women, children, and workers, as well as non-dis-
crimination and non-exploitation, ensuring safe and healthy working conditions, are exam-
ples of social characteristics [9]. Therefore, a sustainable global value chain can enhance 
the security of commodity supply and rebuild mutual trust in global commodity trade, 
by forming a consensus between the suppliers, traders, buyers, exporting countries and 
importing countries on the actions and goals of the value chain, and thus filling the cur-
rent gaps in global governance [11]. At the moment, an increasing number of global value 
chain participants are pursuing value chain sustainability through responsible commodity 
production and procurement, as well as circular economy practices, in order to increase 
product lifespan, reuse materials, minimise waste, and, ultimately, improve environmental 
quality and human health [9]. This article will discuss how a SBM can aid in developing 
the GVCs in a sustainable direction, as well as how regulation at both the national policy 
and national legislative levels can be of assistance.

The article is divided into seven sections, which are as follows: We presented our 
research background and research purpose in the first section. The second section dissects 
the concept of GVCs, delving into its phenomenon and theoretical lens. The third sec-
tion examines the constraints of GVCs and their development trends. The fourth section 
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explains the definition of SMB and examines the reconstruction of the global value chain 
by incorporating the SBM into the GVCs. The fifth section discuss the impact of regional 
trade agreements (RTAs) on GVCs and SBM. The sixth section discusses the regulatory 
challenges for sustainable GVCs. Finally, the sixth section discusses the conclusion.

Overview of Global Value Chains

GVCs encompass the intricate process of adding value to products throughout various 
phases, from production to consumption, with contributions from actors located across the 
globe [12]. This involves the division of production processes among different countries, 
leading to enterprises specializing in specific tasks rather than the entire product [13]. As 
a result, GVCs are a dynamic phenomenon where value continually accrues to products 
through the expertise and resources of participants worldwide, fostering efficiency and spe-
cialization in particular aspects of the production process.

As an economic phenomenon, the global value chain is characterised by a highly com-
plex interdependence among numerous nations and regions. Enterprises concentrate on 
their specific links in the production process, while other production links can be dispersed 
globally, and the final products are integrated through international trade and cooperation. 
This mode of labour division and cooperation enables countries to maximise their com-
parative advantages and achieve more efficient production and allocation of resources. 
A global value chain may include many links, such as acquisition of primary materials, 
design, manufacturing, assembly, transportation, and marketing, among others, and con-
nects all links on a global scale.

The rise of this mode of production is a result of technological advancements in com-
munication, transportation, and logistics, as well as the liberalisation of trade policies, 
which enable companies to allocate production connections globally with greater flexibil-
ity. Not only have global value chains altered the pattern of international trade, but they 
have also profoundly altered the economic structure and development strategies of numer-
ous nations. By participating in the global value chain, developing countries have gained 
the opportunity to integrate into the global economy and have facilitated industrial upgrad-
ing and the transfer of technology [14]. However, there is also an imbalance in global value 
chains, with certain links concentrated in developed nations and other nations participating 
in the production chain’s lower value-added links.

GVCs are not only an economic phenomenon, but also a theoretical framework for 
explaining the transformation of production in the globalisation era. This theory’s evolu-
tion has involved numerous stages and contributors. In the 1970s, Terence Hopkins and 
Immanuel Wallerstein introduced the concept of commodity chains, which was defined as 
a set of interconnected chain processes of labour production surrounding final consumable 
goods [15].

In the 1980s, Porter introduced the method of value chain analysis to the theory of com-
petitive advantage, which disassembled the value creation activities within the enterprise 
and analysed the enterprise’s internal and external competitive advantages. Porter’s theory 
differentiated between a firm’s internal value creation activities, emphasizing the interde-
pendence among these activities, and the external perspective of the industry, emphasizing 
the connection between an enterprise’s value chain and the value chains of its suppliers and 
buyers [16]. In the 1985, Kogut introduced the concept of a ‘value-added chain,’ emphasis-
ing the vertical division of labour within the value chain [17].
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In the 1990s, Gereffi and Korzeniewicz developed the ‘global commodity chains’ theory 
from Porter’s value chain theory, that explicitly linked the concept of the value-added chain 
to the global organisation of industries [18]. They emphasised not only the significance 
of coordination across firm boundaries, but also the increasing significance of new global 
buyers (primarily retailers and brand marketers) as key actors in the formation of globally 
dispersed and organizationally fragmented production and distribution networks [19].

By the turn of the twenty-first century, Gereffi had replaced global commodity chains 
with global value chains when analysing global industrial links and industrial advance-
ments [20]. In the 2011, Gereffi and Fernandez-Stark defined the GVCs as the complete 
spectrum of activities that firms and workers perform to bring a product from its concep-
tion to its final use and beyond, which are performed on a global scale and can be under-
taken by multiple firms [21]. In the 2022, Meng and others redefined GVCs concept intro-
duces ‘Trade in Factor Income’ (TiFI), focusing on income generated by foreign direct 
investment (FDI) and knowledge-based services. GVCs are viewed as a global game of 
value creation, transfer, and distribution involving firms, countries, and individuals. This 
perspective recognizes that crossing national borders is no longer a strict requirement for 
firms to participate in global trade, as FDI and GVCs enable them to export goods and 
services without physically crossing borders [22]. This redefinition of GVCs highlights the 
complexity of contemporary international trade and the need for more nuanced measure-
ment methods.

As the theory develops, the theoretical framework of the GVCs becomes increasingly 
refined, highlighting the importance of value creation and collaboration within and beyond 
the enterprise, as well as the global industrial supply chain. Diverse theorists have con-
ducted extensive research on the development and impact of global value chains from a 
variety of theoretical perspectives, giving us the ability to explain phenomena and analyse 
mechanisms. In addition to explaining the phenomenon, these theories also provide policy-
makers with recommendations for promoting industrial upgrading, innovation, and sustain-
able development.

Therefore, GVCs-related international transactions have become an essential aspect of 
cross-border trade, and GVCs have been recognised as a significant force in the structural 
transformation of the global economy [23]. In recent years, however, the influence of anti-
globalization has hindered the development of GVCs. In the next chapter, we will examine 
the restraints impacting GVCs as well as their development trends.

Constraints on the Development of Global Value Chains 
and Development Trend

Constraints on the Development of GVCs

Global value chain expansion momentum has recently slowed, and some industries’ GVCs 
have shown a relatively obvious contraction trend. To varying degrees, the world’s major 
industrial and trade countries, including China, the United States, and Germany, have 
reduced their participation in the global value chain [24]. Although global value chain par-
ticipation is still increasing, the growth rate has slowed significantly.

According to the United Nations Conference on Trade and Development’s (UNCTAD) 
calculations, the average growth rate of developed countries’ participation in GVCs reached 
11 per cent between 2000 and 2010. From 2010 to 2017, this figure dropped dramatically 
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to one per cent. During the same period, this indicator’s growth rate in developing coun-
tries fell from 13 per cent to 3 per cent [25]. The main constraints affecting the develop-
ment of GVCs are as follows:

Impact of the New Industrial Revolution

Technological innovation under the new industrial revolution is a double-edged sword in 
the globalisation process. While they help to move goods and services, they also stifle the 
development of GVCs in some areas. The acceleration of technological iteration reflects 
the new technological revolution’s increasingly active technological innovation, but it also 
raises the uncertainty of technological investment and its benefits. The intergenerational 
cycle of new technologies is shortening, and some new technologies have failed to achieve 
stable industrialisation effects, prompting their next-generation technologies to ramp up 
research and development. Finally, the impetus for the spread of new technologies in the 
global value chain is insufficient, impeding the cross-border allocation of innovation ele-
ments [24], for example, in the field of communication technology. Some underdeveloped 
countries and regions have not yet popularised 4G technology. Still, there is fierce competi-
tion among the major science and technology countries in 5G research and development, 
application, technical standards, and infrastructure construction. At this point, 5G com-
mercialisation is far from complete, but technologically advanced countries have begun to 
develop 6G technology.

Specifically, at the enterprise level, the disruptive innovation of the new industrial revo-
lution will bring a ‘niche market’3 to R&D companies, prompting companies with cutting-
edge technologies to pay more attention to the internalisation of R&D, so as to minimise 
the premature results of innovation diffusion, prolonging the profit cycle, and limiting the 
willingness of leading companies to promote the globalisation of production layout; at the 
national level, major industrial countries have made significant investments in scientific 
and technological innovation, which is bound to strengthen intellectual property protection 
of major R&D and industrialisation results, as well as strictly control cross-border invest-
ment and mergers and acquisitions in emerging markets, in order to control high value-
added and cutting-edge innovation activities within the country [24]. As a result of the new 
industrial revolution, disruptive innovation activities are impeding global technology diffu-
sion, which will inevitably limit GVCs’ development.

Impact of International Trade Agreement

Economic globalisation has enabled the vast majority of countries (regions) to partici-
pate in GVCs, and WTO multilateral economic and trade rules provide rule guarantees 
and guidelines for global resource allocation. However, due to the anti-globalisation tide, 
the development of multilateral economic and trade rules is hampered. RTAs have been 
developed quickly in comparison, and various regional economic and trade rules have been 
drafted and implemented [7].

The regional trade agreement framework is exclusive and reaching an agreement for 
countries with disparities in economic levels and political interests is difficult. For example, 

3  A niche market is a segment of a larger market that can be defined by its own unique needs, preferences, 
or identity that makes it different from the market at large. https://​www.​shopi​fy.​co.​uk/​blog/​niche-​marke​ts. 
Accessed 04 September 2023.

https://www.shopify.co.uk/blog/niche-markets
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the Trans-Pacific Partnership Agreement (TPP), also known as ‘giant RTAs’, represents the 
development needs of countries accounting for 40 per cent of global GDP [26]. Follow-
ing the withdrawal of the United States from the TTP in 2017, its participating countries 
re-signed the agreement and renamed it the Comprehensive and Progressive Trans-Pacific 
Partnership Agreement (CPTPP) [7]. However, this agreement has always excluded China 
and India, both of which have massive market sizes, from the value chain system. Further-
more, the rules of origin4 in regional agreements contain content that restricts GVCs. For 
example, to prevent treatment discrepancies induced by rules of origin that differentiate 
items from within and beyond the region, RTAs member industries will be more inclined 
to purchase raw materials, build factories, hire labour, and so on in the region in order 
to increase the value of the region and sell them to the region in order to reap regional 
benefits, resulting in ‘trade diversion’ [7]. When the rules of origin become strict to a cer-
tain extent, to enjoy preferential treatment in the region, the industry of the non-member 
party of RTAs will transfer production lines from the outside region to the region, and 
‘investment transfer’ will become a viable option [27]. Regional value chains will eventu-
ally replace GVCs.

Impact of Multinational Corporations’ Strategic Adjustment

The COVID-19 epidemic is sweeping the globe, and the global economy has hit. Coun-
tries worldwide were deeply troubled by a lack of medical supplies and daily necessities, 
especially in the early phases of the epidemic. There will be serious consequences for mul-
tinational corporations that rely heavily on the global value chain system, such as declining 
intermediate goods inventories and a lack of alternative channels [24]. In addition, some 
countries and regions have further reduced their participation in the global value chain due 
to the severe supply chain security situation.

The occurrence of global supply chain breakpoints has an impact on multinational com-
panies’ supply chain layout strategies. Previously, the layout of global value chains was 
primarily driven by efficiency factors, with less consideration given to emergencies, natural 
disasters, or major epidemics that disrupted supply chains. The future layout of the global 
value chain will be influenced not only by efficiency factors, but also by security factors 
[28].

Multinational corporations in the global value chain will gradually shift their layout 
positioning from ‘cost priority’ to ‘strategic priority’. The COVID-19 epidemic has served 
as an ‘accelerator’ for GVCs. As a result, multinational corporations shift production activ-
ities and supply chain links to homes or neighbouring countries that are easier to control. 
This will be the direction of global value chain adjustment in the post-epidemic period.

Development Trend of GVCs

In a nutshell, the future GVCs reconstruction may exhibit the following trends due to the 
abovementioned factors.

4  The rules of origin are the rules that govern the assignment of a country of origin to a product in order 
to determine its national source. Their significance stems from the fact that duties and restrictions vary 
depending on the source of imports in many cases.
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First, the GVCs will shrink to a certain extent, showing a localised development 
trend. The drivers behind the positive expansion of GVCs over the last 20  years can 
be broadly classified into three categories: falling transportation, communication, and 
information costs; rapid technological progress; and declining political and economic 
barriers to trade and investment liberalisation [24]. In recent years, the trade war 
between China and the United States, as well as the global spread of the COVID-19 
epidemic, have caused some countries and regions to recognise that the absence of 
key links and stages in the industrial chain can result in serious industrial, economic, 
and even social security problems. While the emphasis has been on efficiency, safety 
has gradually become an important factor to consider when laying out the global value 
chain. In other words, due to industrial security concerns, the original global value 
chain layout may be reduced to some extent; some countries not only have a strong will-
ingness to relocate related industries and product production links back to their home-
land but have already begun to implement measures. For example, the ‘United States 
Manufacturing Revitalization Plan’ is a policy to encourage American companies to 
return to their home countries. ‘Japan’s supply chain reform’ is intended to entice indus-
tries to return to Japan [28]. ‘German Industrial Strategy 2030’ proposes consolidating 
all industrial production links into a single economic region, constructing a complete 
industrial supply chain, increasing industrial added value, and reducing external shocks 
and threats [29]. This will undoubtedly accelerate the localisation of the global value 
chain.

Second, the development of GVCs will become more regional. Technical and insti-
tutional factors are extremely important in promoting the evolution of the global value 
chain’s division of labour. Institutional factors are even more important than technical fac-
tors in promoting economic globalisation and the evolution of the international division of 
labour. Economic globalisation’s prosperity and development are inextricably linked to the 
protection of the multilateral trade and investment liberalisation system. However, the cur-
rent international economic and trade rules and governance system under the WTO frame-
work have been slow to reform and develop [28]. In this context, bilateral and regional 
trade agreements have become an unavoidable choice and trend, whether it is the intention 
of some countries to reshape the international economic and trade rules that are beneficial 
to them outside of the WTO, or the efforts of some countries to continue to promote the 
development of the international division of labour and cooperation.

During the shrink process of GVCs, the processes and links that were originally divided 
among different countries and companies will be implemented in one country or several 
neighbouring countries for production. To deal with the shrinking process, developing var-
ious bilateral and regional trade agreements will undoubtedly have a significant impact on 
the reconstruction of GVCs and the further development of GVCs toward regionalisation 
[28].

Third, the global value chain’s division of labour will exhibit a more diverse develop-
ment trend. In the post-epidemic era, more emphasis will be placed on the value chain’s 
safety factor, while the efficiency factor will take a back seat, resulting in a ‘shrinking’ 
trend in the global value chain. The so-called industrial chain supply chain security issue 
refers to the risk that if a specific link in the production chain is damaged, the entire pro-
duction process may be difficult to restart. Although the localisation of the industrial chain 
(or supply chain) is one option for avoiding this problem, it will result in a loss of effi-
ciency. Especially in terms of the global industrial division of labour, any country or region 
wishes to have its own supporting production capacity and technical conditions in every 
important link and stage of each industrial chain; however, even if this is possible (for some 
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large countries), it is bound to be inefficient and will result in a significant loss of resource 
allocation efficiency [28].

Making all links and stages of the industrial chain as interchangeable as possible is an 
important way to ensure the safety and stability of the industrial chain (or supply chain). 
Even if a supplier discontinues cooperation for any reason, other suppliers can quickly 
replace it. As a result, in order to address the security risks of the industrial chain (or sup-
ply chain) while also maximising efficiency, the GVCs reconstruction will evolve toward a 
more diverse development trend. These trends provide the way for next chapter discussion 
on the study and ramifications of reconstruction GVCs, showing the evolving landscape of 
global economic interactions.

Reconstruction of Global Value Chains

This chapter examines SBM and describes how the value chain can be modified to lessen 
its environmental and social impact. Moreover, the introduction of SBM into the value 
chain may result in a new turning point, namely the development of sustainable GVCs.

Definition of a Sustainable Business Model

With the widespread adoption of emerging technologies in recent years, business models 
have also continued to innovate and drive companies to continuously improve their ability 
and level of value creation. However, while new business models bring significant eco-
nomic value to enterprises, they also raise a slew of new environmental and social con-
cerns. As a result, people begin to reconsider the innovation of traditional business model 
(TBM), gradually shifting to business models based on the concepts of sustainable devel-
opment and responsible innovation [30]. The SBM is gradually developed based on sus-
tainable development as a company’s value proposition and value creation logic, which 
provide value to the customer, as well as the natural environment and society [31].

A business model is an organisation’s approach to creating, delivering, and capturing 
value. It provides a comprehensive understanding of how a company operates and creates 
value. The SBM and the TBM are two distinct concepts with distinct connotation char-
acteristics [30]. The SBM aims to implement proactive stakeholder management, seek 
business solutions that achieve both economic and sustainable development goals, effec-
tively reduce the negative impact of business activities on the environment and society, 
and improve the business model’s social value creation [31]. While the TBM framework is 
based on a profit model and transaction structure that ignores the enterprise’s sustainabil-
ity elements, bringing the business model into a business field with unlimited economic 
desires is simple. Therefore, the SBM goes beyond the TBM, emphasising that it actively 
seeks to incorporate environmental and social responsibility into the enterprise’s strategy 
formulation and business model design, ultimately increasing greater environment and 
value for multiple stakeholders.

There is a tendency to designate as sustainable any business model that undergoes a 
transition towards sustainability. Are business models that, for example, employ more 
resource-efficient production processes sustainable? In fact, the new model is more sustain-
able than the previous model, but the business model cannot be deemed sustainable [32]. 
In the following, we introduce the concept of a genuinely SBM and describe the conditions 
that must be satisfied. According to Searcy, in genuinely SBM, economic, environmental, 
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and social factors reinforce one another. Thus, the mere combination of economically, 
environmentally, and socially focused patterns into a single business model can result in 
an unsustainable, or business model that does not reach its full sustainability potential [33].

More specifically, the SBM incorporates environmental and social responsibility con-
cepts into capturing, creating, delivering, and distributing value in an enterprise [30]. 
The SBM focuses not only on creating economic value, but also on creating value for a 
broader range of stakeholders and taking into account the benefits from a social and envi-
ronmental standpoint [34]. So, the SBM believes that the enterprise’s transaction structure, 
revenue, and expenditure methods should be designed to meet the ‘Triple Bottom Line’ 
(TBL): the bottom line of the economy, the bottom line of society, and the bottom line of 
the environment. Economic responsibility is the traditional corporate responsibility, which 
is primarily reflected in increased profits, tax liability, and dividends to shareholders and 
investors; environmental responsibility is environmental protection; social responsibility is 
the responsibility to other stakeholders in society [35]. When exercising corporate social 
responsibility (CSR), enterprises operating under an SBM will fulfil their responsibilities 

Fig. 1    Illustrates a holistic view of sustainable value integrating economic, environmental, and social value 
forms [36]
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in the three areas listed above. Businesses must regard environmental and societal interests 
as values and incorporate sustainable values into the global value chain. The theoretical 
structure of the ‘triple bottom line’ is shown in Fig. 1. When a company meets its environ-
mental and social obligations, it can reap the benefits for the environment and society. As 
a result, the corporate sustainability value is formed by the intersection of the three values.

The scarcity and finiteness of resources are fundamental assumptions of economics. 
Enterprises must create maximum value with limited resources, which necessitates the 
management of organisational resource flow through resource management and business 
model construction. From the standpoint of sustainability, each stage of the product life 
cycle contains the environmental impact of the flow of resources. SBM entails preserving 
resources for as long as possible while minimising resource input, waste, emissions, and 
energy loss or leakage. In this way, SBM will completely alter or reconstruct the product 
and service life cycle logic [30].

The concept of SBM was originally conceived to allow companies to transition to a 
more sustainable economic system and provide leverage for integrating sustainability fac-
tors into organisations and assisting companies in achieving their sustainability ambitions 
[37, 38]. However, in today’s corporate value chains, the SBM is increasingly seen as a 
source of competitive advantage [39]. As a result, SBM conceptual models may eventually 
replace TBM concepts and bring sustainable competitive advantage to the value chain of 
enterprises.

Roles of a Sustainable Business Model in Global Value Chains

The global value chain system has long exhibited a polarised trend in benefit distribution. 
Although economic globalisation has fuelled progress and development in both developed 
and developing countries, the benefits of GVCs participation are not distributed evenly 
across and within countries. Developed countries take advantage of developing coun-
tries’ ‘comparative advantages’, such as low labour costs, weak environmental constraints, 
and super-national policy treatment, to transfer outdated industries and non-core produc-
tion links to developing countries, causing developing countries to lose competitiveness 
in international trade and degradation of the ecological environment. On the other hand, 
because of the WTO’s strict intellectual property protection, developed countries can main-
tain their monopoly in technical capabilities and standards by frequently applying for new 
patents. In contrast, developing countries can only engage in labour-intensive manufactur-
ing links. Under the assumption that developing countries cannot access core technolo-
gies and technical control standards, their technological innovation capabilities are severely 
limited, and their profit margins are severely squeezed [40]. So, how can we encourage the 
development of the global value chain distribution mechanism in a more equitable and rea-
sonable direction? How can the value chain be altered to have a lower environmental and 
social impact? The introduction of SBM into the GVCs may result in a new turning point, 
namely sustainable global value chains.

The development of a sustainable global value chain, on the one hand, allows the fruits 
of economic growth to benefit fields such as environmental protection through the exten-
sion of the value chain and, on the other hand, uses the new energy and clean energy indus-
tries to directly participate in the initial process of value appreciation [41]. Specifically, 
enterprises embedded in GVCs from the upstream link rely primarily on advanced ele-
ments such as knowledge, technology, and information to participate in global production 
as suppliers and undertake more high-value-added activities such as R&D design, brand 
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innovation, and key component supply in GVCs [42, 43]. These links frequently have a 
strong ability to capture the added value of products, and enterprises can occupy more 
profit distribution in GVCs by undertaking these links [44, 45]. Suppose the enterprise is 
embedded in the upstream link and implements a sustainable business model to reshape its 
competitive advantage in GVCs. In that case, it will be able to achieve a common economic 
and environmental upgrade [46, 47]. This contributes to the advancement of environmen-
tal protection technology among enterprises embedded in upstream links, thereby reducing 
pollution emissions of enterprises embedded in the upstream links [48].

The following perspectives can help us understand the benefits of introducing SBM to 
companies upstream in GVCs: First, consider the cost. Enterprises embedded in upstream 
links can adopt SBM, develop green products and manufacturing processes, and reduce 
resource and energy consumption in the manufacturing process, lowering costs and ensur-
ing economic benefits while reducing pollution [41]. Second, from the standpoint of the 
brand. Enterprise upstream link where implementation of SBM can have an impact on 
eco-branding. The primary method is to provide environmentally friendly intermediate 
products or services through environmental protection technology upgrades such as eco-
design and waste management. International markets with high standards are willing to pay 
a price premium for these intermediate products or services, creating a unique competitive 
advantage for the company [49, 50]. Third, in terms of CSR, upstream enterprises have 
the motivation and ability to take the initiative to undertake the corporate responsibility of 
reducing pollution emissions, as well as to release positive information on the environment 
and sustainable development to the international market, in order to establish a good the 
enterprise’s social reputation and to use the benefits of the improved corporate image to 
offset the cost of emission reduction investment [51, 52].

Enterprises that embed GVCs from downstream links rely on their low-cost advantage 
to participate in global production as manufacturers and are more involved in low-value-
added links such as manufacturing and assembly in GVCs [42, 43]. As a result, these links 
are frequently associated with the strategic intentions of GVCs leaders, resulting in obvi-
ous dependent downstream enterprises in the value chain. GVCs leaders will obstruct and 
suppress downstream enterprises in the value chain from achieving advanced upgrades to 
protect their own interests and monopoly position, trapping downstream enterprises in the 
low-end links of the value chain and impeding downstream enterprises’ sustainable devel-
opment and technological progress [53, 54]. This will be detrimental to the sustainable 
development of downstream enterprises in the GVCs. However, this will change with the 
introduction of SBM. Under the sustainable business model, GVCs leaders will provide 
technical support and technology spillovers to downstream enterprises to ensure the stabil-
ity and quality of the entire value chain to meet the high standards of environmental protec-
tion in the international market [55, 56].

Furthermore, the most important role of introducing an SBM in GVCs is improving 
manufacturing and consumption resource efficiency, specifically increasing resource uti-
lisation efficiency and recycling rate of key materials, as well as reducing raw material 
input and waste. It also provides more alternatives in the manufacturing process to solve 
the substitute materials and substitute energy requirements to produce raw materials and 
semi-finished products. Disassembled product components, for example, are recycled to 
become raw materials for future production. Using renewable energy to offset the use of 
fossil fuels. Recycling and reuse of wastewater, waste heat, and solid waste generated dur-
ing the manufacturing process in a closed-loop system.

However, the introduction of SBM into GVCs has an impact on a company’s earnings 
structure. For example, SBM requires that the enterprise’s procurement and production 
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activities do not harm the environment or society in such a way that the traditional com-
petitive advantage-based value chain model is broken. That is, the dominant enterprises in 
the value chain will abandon those high-value-added with environmentally unfriendly part-
ners in favour of those that protect the environment and are socially responsible. This will 
undoubtedly have an impact on the economic returns of enterprises, and businesses that are 
socially and environmentally irresponsible will be eliminated.

Impact of Regional Trade Agreements

With the gradual weakening of the globalization trend, the global value chain demonstrates 
a regionalization trend. As a result, RTAs are becoming increasingly attractive for coun-
tries seeking to establish strong economic ties with a region. This chapter examines what 
RTAs are and why they are essential for balancing the interests of diverse stakeholders 
in GVCs and fostering consensus among participants. In addition, we will investigate the 
impact of RTAs on the evolution of SBM.

GVCs are an essential element of international trade development, and RTAs play a cru-
cial role in GVCs. An RTA is a treaty between two or more countries within a particular 
geographical region. The purpose of these agreements is to facilitate trade between mem-
ber nations, reduce barriers, and promote economic cooperation [57]. RTAs allow duty-
free trade between member countries, or substantially lower import duties [58]. RTAs take 
many forms, such as Free Trade Agreements (FTAs), Customs Unions, and Economic Inte-
gration Agreements. As a result of the recent surge in preferential trade and investment 
liberalisation, there are currently over 400 regional FTAs in effect [59], covering most of 
the world’s economies. Even the COVID-19 pandemic has not impeded the expansion of 
FTAs, as demonstrated by the signing of the Regional Comprehensive Economic Partner-
ship (RCEP) agreement on November 15, 2020 [59]. RTAs therefore play a significant role 
in reshaping the global economic environment landscape.

RTAs are essential to the maintenance of the GVCs’ equilibrium of interests. GVCs 
have spread across the globe because of lower trade costs and the proliferation of verti-
cal specialization. Currently, the final product is viewed as a combination of domestic and 
non-domestic value contributions. The signing of RTAs brings WTO concessions one step 
closer, allowing nations to derive greater benefits from international trade and global value 
chain activities [60]. RTAs reduce the variable and fixed costs of international trade, allow-
ing more value added to be produced within the RTAs and traded on more favourable terms 
than value added produced externally [61]. Promotes economic growth for all parties by 
fostering a favourable environment for cross-border business and investment. Moreover, 
RTAs can assist in fostering consensus among diverse stakeholders. Once a trade agree-
ment has been established between two countries, they negotiate the terms of the agree-
ment, seeking mutually beneficial solutions. The manner in which this consensus is reached 
is essential for resolving trade disputes and ensuring the efficient operation of value chains. 
As a result of their effect on global value chains, RTAs fundamentally transform interna-
tional economic relations [62].

Focus of sustainable economic development has always been how to successfully pro-
mote and implement the transformation of SBMs. The economic definition of business 
model transformation is the continuous process of shifting various resources from unsus-
tainable low-productivity activities to sustainable high-productivity activities, which can 
occur both within and between firms [63, 64]. How to initiate or hasten this transition is the 
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most important question for developing and emerging nations. RTAs hinder the develop-
ment of SBM because they encourage companies to pursue high efficiency while ignor-
ing their environmental and social responsibilities, thereby intensifying the competition for 
low prices. Some businesses may benefit from preferential treatment in regional markets, 
whereas others may need to realign their operations to remain competitive.

RTAs are not moving in a direction that is sustainable. Existing RTAs regulations do not 
incorporate sustainability considerations. Because they disregard the impact of the SBM 
of value chain participants on GVCs. Therefore, it does not contribute significantly to the 
creation of SBM. In the subsequent chapters, we will analyse several significant RTAs and 
discuss the regulatory obstacles they face. Second, existing RTAs are incapable of resolv-
ing the problem of profit distribution of sustainable value added, as sustainable value added 
is the profit generated by the mutual promotion of economic, environmental, and social 
factors in an SBM. RTAs do not specify the social and environmental responsibilities of 
value chain participants because they disregard the impact of SBM on GVCs.

Regulatory Challenges for Sustainable Global Value Chains

Although the introduction of SBM into GVCs will provide multinational enterprises with 
new competitive advantages and sustainable value growth. However, the traditional value 
chain theory is only an ‘economic’ theory, with little regard for the environment and social 
values other than the economic level. As a result, there is a lack of corporate responsibil-
ity and due diligence in the GVCs [65]. So, how do we regulate companies that enter the 
GVCs? Will these regulations be effective, and what challenges will they present? This 
chapter will examine regulatory corporate responsibility from RTAs and national and 
transnational legislative perspectives, taking the EU as an example. Also showing a regula-
tory gap on international level on the first hand and national and transnational, on the other.

Regional Trade Agreements

As regional value chains increasingly replace GVCs, we believe that RTAs are a key regu-
latory factor in guiding and supervising value chains’ sustainable development. Now, RTAs 
with a relatively broad scope, such as the EU-China Comprehensive Agreement on Invest-
ment (CAI), Comprehensive and Progressive Agreement for Trans-Pacific Partnership 
(CPTPP), and Regional Comprehensive Economic Partnership (RCEP).

The EU-China CAI announced the completion of negotiations at the end of 2020, and 
it will be China’s most ambitious agreement with a third party [66]. CAI refers to the rela-
tionship between investment and sustainable development in the form of a declaration in 
the preamble and proposes high-standard environmental protection goals and the ultimate 
goal of achieving sustainable development. This ensures that activities under the CAI are 
in line with the GVCs-friendly investment requirements pursued by both parties [67]. For 
example, in the ‘Investment and Sustainable Development’ chapter, the right of the state 
party to implement environmental measures or laws is recognised, while the duty of the 
state party not to decrease environmental standards in order to attract foreign investment 
is established [68].In addition, CAI increases the importance of environmental protection 
clauses in regional international economic and trade treaties and, through high-standard 
environmental rules, has a forcing and demonstration effect on the construction of environ-
mental protection systems in member states and promotes environmental protection and 
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sustainable development in international trade and economics [67]. However, the agree-
ment has not yet been legally adopted and is still in the debating stage, and its particular 
application needs to be seen.

CPTPP, the world’s highest standard free trade agreement, replaced the Trans-Pacific 
Partnership Agreement (TPP) on 11th November 2017. Since the United States withdrew 
from the TTP, the other 11 member countries have signed the new agreement and changed 
the name to CPTPP. But CPTPP’s environmental rules essentially follow the substance of 
TPP. As the world’s highest-level regional trade agreement, the CPTPP has several laws 
and regulations, including labour concerns, environmental protection, and dispute resolu-
tion [67]. In addition to the standard procedural rules, CPTPP includes provisions on CSR, 
which broadens the scope of the issue of environmental protection [69]. It also requires 
member nations to establish an environmental cooperation framework to supervise chapter 
Implementation [70]. For example, Chapter 20 contains clauses that specify the environ-
mental cooperation mechanism, allowing direct involvement in the construction of member 
states’ environmental systems, as well as member states are required to designate relevant 
agencies or departments as important agency national liaisons within the framework of 
cooperation. In terms of transparency, CPTPP sets high standards for environmental infor-
mation disclosure and public participation, from rule implementation to dispute resolution 
procedures after disagreements arise [67]. So, the agreement’s emphasis on environmental 
cooperation mechanisms and transparency reflects CPTPP’s high environmental protection 
standards.

However, CPTPP’s ‘Environment’ chapter appears exhaustive, but the practical imple-
mentation of these environmental protection provisions is difficult to enforce. For example, 
Article 20.1 primarily focuses on preventing illegal trade in wildlife, but it does not provide 
clear guidance on implementation. Because it does not address other threats to wildlife, 
such as habitat destruction or climate change, as well as penalties for violating the provi-
sions may not be severe enough to deter illegal trade. Therefore, due to the unpredictability 
created by this provision, the CPTPP parties decided to put it on hold [71].

RCEP, the world’s largest free trade zone, is opening for business on 1st January 2022. 
RCEP is a regional economic integration framework led by ASEAN.5 In addition to the ten 
ASEAN nations, the RCEP includes China, Japan, South Korea, Australia, and New Zea-
land [72]. India pulled out at the last minute. RCEP strengthened the resilience and security 
of regional industrial networks and supply chains during the epidemic era, considering the 
demands of all stakeholders to the maximum degree feasible. It has become a significant 
venue for developing nations to engage in the reconstruction of international economic 
and trade regulations [73]. RCEP follows the ideas of wide engagement, co-construction, 
and shared benefits. It is concerned not only with trade and investment fairness, but also 
with the entire growth and fairness of the Asia–Pacific area, with the primary objective of 
successfully raising people’s living standards [71]. From the agreement’s text standpoint, 
RCEP focuses more on trade barrier reduction, and there is no dedicated chapter to estab-
lish environmental measures. Adding appropriate environmental protection provisions will 
be one of the future components that RCEP must improve.

5  ASEAN—Association of Southeast Asian Nations. It is an economic union comprising 10 member states 
in Southeast Asia, which promotes intergovernmental cooperation and facilitates economic, political, secu-
rity, military, educational, and sociocultural integration between its members and other countries in Asia. 
The 10 member states including: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Sin-
gapore, Thailand and Vietnam.



	 Circular Economy and Sustainability

1 3

National Legislation

According to some academics, there is a lack of corporate responsibility due diligence 
in the GVCs, and the home nation of the corporation should play a more significant role 
in monitoring [65]. The national legislative practice can be classified into two catego-
ries based on the law’s various requirements on corporate obligations: regulation through 
reporting obligations or ‘information disclosure’6 and a more straight-forward regulation of 
corporate behaviour ‘due diligence’.7 Both information disclosure and due diligence leg-
islation embody the cooperative governance concept of multi-party participation and deal 
with ‘irresponsible’ business behaviours in the global supply chain through a multi-level 
governance network [5]. In response to the increasingly negative impact of GVCs on soci-
ety and the environment, especially the EU and its member states have passed legislation 
imposing both mandatory information disclosure and due diligence obligations on busi-
nesses to promote sustainable economic and social development. We use EU directives as 
example to discuss how companies in the global value chain are regulated through national 
legislation and how the two regulatory strategies are used.

The traditional strategy to regulate GVCs is regulation through disclosure obligations. 
Already in 2014, the EU Accounting Directive [74], the cornerstone of the European infor-
mation disclosure legislation, was complemented with disclosure duties on due diligence. 
The 2014 amendments to the Accounting Directive, the Non-Financial Reporting Direc-
tive (NFRD) [75] encouraged the corporations with disclosure duties to conduct business 
in a way that is consistent with social justice and sustainable development while avoiding 
harmful social and environmental consequences. It required certain companies to disclose 
non-financial information, including due diligence measures, in their annual reports in 
order to improve the monitoring, evaluation, and management of the EU CSR performance 
[76]. Specific regulations require large entities with 500 employees or other entities with 
significant social and public interests to disclose relevant non-financial information in their 
annual reports beginning in 2018 on environmental, social and employee affairs, human 
rights, anti-corruption and bribery. If the company fails to disclose the above non-financial 
information adequately, a further explanation is required [74].

Due to dissatisfaction to the Non-Financial Reporting Directive’s effectiveness to fulfil 
fully these goals, it was revised in December 2022 with a new Corporate Sustainability 
Reporting Directive (CSRD) [77]. The new Directive that entered into force on 5th Janu-
ary 2023 modernises and strengthens the rules about social and environmental information 
as well as due diligence disclosure that companies have to report. A broader set of large 
companies, as well as listed small and medium-sized enterprises (SMEs), will be required 
to report on sustainability – approximately 50 000 companies in total. According to the 
European Commission, ‘the new rules will ensure that investors and other stakeholders 
have access to the information they need to assess investment risks arising from climate 
change and other sustainability issues. They will also create a culture of transparency about 
the impact of companies on people and the environment. Finally, reporting costs will be 
reduced for companies over the medium to long term by harmonising the information to 

6  Information disclosure legislation is legislation requiring companies to fulfil their social responsibilities 
by publicly disclosing non-financial information.
7  Due diligence legislation requires companies to not only disclose non-financial information, but also to 
establish due diligence procedures.
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be provided’ [78]. The first companies will have to apply the new rules for the first time in 
financial year 2024, for reports published in 2025.

Companies subject to the CSRD will have to report on environmental and social 
impacts, due diligence and the sustainability risk and opportunities connected to their 
business model according to more detailed European Sustainability Reporting Standards 
(ESRS) [77]. The draft standards were developed by EFRAG (previously known as the 
European Financial Reporting Advisory Group), an independent body gathering various 
stakeholders. The Commission adopted the first set of standards in the end of July 2023, 
based on the draft standards published by EFRAG in November 2022 [78]. The Directive 
also makes it mandatory for companies to have an audit of the sustainability information 
that they report. In addition, it provides for the digitalisation of sustainability information 
[77].

As a step forward from indirect disclosure regulation to direct due diligence regulation, 
the European Commission has also proposed a Corporate Sustainability Due Diligence 
Directive (CSDDD) [79] as mandatory due diligence legislation. The European Commis-
sion formally announced the CSDDD (Proposal) on 23rd February 2022. The proposal is 
currently being debated between the three legislative institutions of the EU, the Commis-
sion, the European Parliament and the European Council. After they approve the legisla-
tion, EU member states will have two years to translate the directive into domestic law. 
According to the Directive proposal, firms have human rights and environmental due dili-
gence requirements for their own activities, affiliates, established business relationships, 
and value chains. The phrase ‘established business relationship’ refers to a direct or indi-
rect business relationship with a specific industrial and commercial firm that is long-term 
or projected to be long-term and represents an integral element of the value chain [78]. The 
term ‘value chains’ refers to the activities associated with a firm’s production of goods or 
supply of services, including product creation, usage and disposal, and related activities 
upstream and downstream that have established commercial links with the company [78]. 
The European Parliament believes that unified corporate due diligence legislation at the 
EU level facilitates the global operations of EU enterprises and assists the EU in becoming 
the global pioneer and standard setter of corporate due diligence legislation [80].

The EU CSRD, which focuses on information disclosure duties, and the European Com-
mission’s CSDDD (Proposal), which focuses on due diligence, both of them require firms 
to adopt social responsibility for their business operations by demanding varying degrees 
of due diligence. The primary distinction between the two legislative models is represented 
in the legislative idea and responsibility mechanism. The former uses the market strength 
of investor decision-making and consumer monitoring to help corporations do ethical busi-
ness by increasing corporate transparency. The latter is accomplished by increased govern-
ment action, which requires businesses to implement due diligence processes to prevent, 
reduce, eliminate, and repair actual or potentially harmful environmental and social conse-
quences [76].

However, there are some gaps remaining even after implementation of the two EU direc-
tives, despite them having very strict and detailed regulatory standards for enterprises that 
embed GVCs. For example, under the NFRD, a bond firm has met its statutory require-
ments as long as it provides non-financial information in a prescribed format. This has 
not been changed by the CSRD, and vice versa, as disclosure is regulated by very detailed 
ESRS. Furthermore, although EU member states can, according to NFRD, ensure that 
statutory auditors verify that companies disclose non-financial information under the law, 
these checks only look at the disclosure. They do not evaluate the information disclosed, 
or the actual impact of due diligence policies [75]. As a result, it is impossible to pursue 
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enterprises’ legal liability for violating the NFRD based on the quality and actual effect of 
the disclosed content [76]. This flaw shall however be amended with compulsory audit or 
comparable verification of sustainability reports as required by the CSRD.

The EU and its member states’ applicable laws mostly constrain large firms, high-risk 
medium-sized enterprises, and particularly multinational enterprises. However, albeit the 
CSRD enlarges sustainability reporting to listed SMEs, the proposed European Commis-
sion’s CSDDD directly or indirectly excludes the vast majority of SMEs from its scope of 
application [76]. While exempting SMEs from their due diligence obligations, the legisla-
tion mentioned above requires constrained companies to ensure that their suppliers meet 
the human rights and environmental protection standards stipulated by EU law within a 
certain range. However, most global supply chain companies are SMEs based in devel-
oping countries. Therefore, while considering the interests of EU SMEs, the legislation 
mentioned above imposes a significant compliance burden on foreign SMEs. Moreover, 
when these SMEs in developing countries fail to meet EU legal standards, EU-based com-
panies frequently avoid compliance risks by terminating contractual relationships and busi-
ness transactions, whereas SMEs outside the EU subject to ‘sanctions’ face difficulties in 
obtaining effective remedies and appealing opportunities [76].

While these legislative efforts represent important steps towards corporate responsibil-
ity in multinational corporations, they have certain limitations. Challenges include enforc-
ing due diligence, particularly across international borders, and imposing compliance costs 
on SMBs in developing nations.

In conclusion, the connection between RTAs and the national and transnational disclo-
sure and due diligence regimes is tenuous. They rely on different regulatory paradigms, 
resources, and enforcement mechanisms. While RTAs and national legislation contribute 
both significantly to addressing regulatory challenges in GVCs, further integration and 
refinement of these approaches is required to achieve a comprehensive balance between 
economic, environmental, and social values within global value chains affecting a large 
number of jurisdictions. Achieving an effective and harmonious collaboration between 
international and domestic regulatory frameworks remains a difficult but essential objec-
tive for sustainable GVCs.

Conclusions

This article examines the research conducted on the revitalization of GVCs as well as the 
analysis of legal challenges. In response to the question posed by the article’s title, it is 
clear that integrating SBM and GVCs can revitalises the value chain and fosters sustainable 
growth. Nonetheless, the current regulatory framework, whether at RTAs or in national 
and transnational legislation, poses obstacles to ensuring that corporate transformations are 
truly environmentally and socially responsible.

According to the research presented in this article, the recent slowdown in GVC devel-
opment can be attributed to multiple factors, including the new industrial revolution, 
changes in international trade rules, and strategic adjustments made by multinational cor-
porations. Regionalization, diversification, and localization are three major trends that have 
emerged in the reconstruction of the global value chain as a result of these factors. Combin-
ing these trends, we have determined that the seamless integration of SBM into GVCs can 
offer participants competitive advantages and foster sustainable value-added growth. This 
strategy encourages participants to enhance their environmental and social responsibility 



Circular Economy and Sustainability	

1 3

practises, thereby contributing to the development of an environmentally friendly corporate 
image. We have also examined the significance of RTAs in the context of a globalisation 
slowdown, as well as their impact on GVCs and SBM. Despite the fact that RTAs can 
promote economic growth and trade, they impede the transition to a sustainable business 
model. In addition, ensuring the long-term viability of GVCs presents substantial regula-
tory challenges. Our analysis reveals that RTAs frequently lack comprehensive regulatory 
content regarding corporate responsibility, and even agreements with high-quality clauses 
can be challenging to enforce in practise. Due to the complexity of GVCs, national and 
transnational legislation, such as EU Directives that provide more precise regulations, can 
exacerbate disparities in business positions along the value chain.

In conclusion, the research indicates that while integrating SBM and GVCs can revital-
ises GVCs and promote sustainability, the current regulatory environment is fraught with 
obstacles. Regional and national regulatory frameworks must be bolstered and expanded to 
prioritise corporate social responsibility and environmental protection. This strategy can 
promote the formation and reform of national and transnational legislation in RTAs mem-
ber states. Further research should concentrate on enhancing corporate social and environ-
mental responsibility provisions in RTAs to promote responsible and sustainable business 
transformations.
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