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Abstract

This thesis investigates how home- and host-country institutions influence multinational
corporations' strategic sustainability. Using a case study of BMW (Germany) and Tata Motors
(India), it analyzes global footprints, compares policy regimes and employs the Critical
Incident Technique on secondary data (2020-2025). The findings demonstrate that BMW
implements "standardize-high, adapt-smart" under dense EU laws, whereas Tata seeks
contextual hybridization within India, and JLR in the UK spreads higher standards group-wide.
In China and South Africa, both enterprises use hybridization to align with policy tools;
international regulations (such as CSRD/CBAM) spread change via value chains. The study
reconsiders institutional distance as the host-referenced decision factor and offers a quadrant-

based decision-making tool for choosing standardization, adaptation, or hybridization.



1. Introduction

The automotive industry is an important part of the world's economy not just because it creates
jobs and advances technology, but also because it is a major source of greenhouse gases and
resources. In 2024, global vehicle manufacturing surpassed 80 million, contributing to roughly
10% of global CO: emissions (McKnight and Fahrni, 2024). This duality - economic
importance and environmental impact - has put the sector under unparalleled pressure to shift
toward sustainability. As climate change concerns grow, multinational companies (MNCs) in
the automobile industry are under increasing pressure to incorporate environmental, social, and
governance (ESG) aspects into their core strategies, driven by stricter regulatory requirements,
growing stakeholder expectations, and evolving customer preferences (Wellbrock et al., 2020).
Sustainability is no more an optional corporate obligation, but a strategic imperative, as
evidenced by international frameworks including the Paris Agreement, the United Nations
Sustainable Development Goals (SDGs), and the EU Corporate Sustainability Reporting
Directive (CSRD) (OECD, 2023; Azmat et al., 2023).

Despite this progress, the paths by which corporations integrate sustainability into their strategy
are significantly context-dependent. Institutional contexts, which include formal regulations,
informal customs, and common cognitive frames that drive organizational behavior, differ
greatly across developed and emerging countries (Scott, 2014). These institutional disparities
have an impact not only on the legal limits that enterprises confront, but also on the legitimacy
standards that must be met in order to remain competitive. The key research question addressed
in this thesis is: How do institutional differences between a developed economy and an
emerging economy influence the strategic sustainability approaches of two multinational

automotive firms, across both their home and host-country contexts?

The purpose of this research is to investigate how institutional logics, distance, and voids
influence the strategic sustainability decisions of two MNCs with diverse home-country
imprints. It accomplishes this by contrasting one firm rooted in a mature, highly scrutinized
institutional context to another functioning in an emerging market with changing institutional
frameworks. The study looks at how these companies deal with both home-country demands
and host-country problems, focusing on their sustainability disclosure, stakeholder

involvement, and non-market tactics.

This comparative viewpoint is useful for a variety of reasons. First, it fills a vacuum in the

literature by combining insights from institutional theory, stakeholder theory, and sustainability



strategy to investigate both home- and host-country effects at the same time, rather than
focusing on one separately (Kostova and Zaheer, 1999). Second, it adds to ongoing discussions
on institutional distance and dual embeddedness by demonstrating how MNCs balance global
standards and local responsiveness within contrasting institutional logics (Meyer et al., 2011;
Xu and Shenkar, 2002). Third, it explains how institutional disparities can be both impediments
and strategic opportunities, allowing organizations to participate in institutional arbitrage,

hybridization, and innovation.

This thesis adopts a two-case qualitative design. It uses secondary data sources from 2020 to
2025, including company sustainability reports, yearly reports, press announcements, industrial
database, policy papers. A Critical Incident Technique (CIT) technique is used to track major
sustainability-related events and choices, categorizing them based on institutional
pillars (regulative, normative, cognitive) and organizational reactions (adaptation,
standardization, hybridization, or decoupling). This methodology offers a long-term and
context-sensitive assessment of how institutional changes influence business sustainability

plans.

Academically, this thesis advances international business knowledge by providing a
comparative paradigm that connects institutional contexts with strategic sustainability
outcomes over several geographies. It extends theory by combining institutional logics with
stakeholder theory, emphasizing how multinational corporations (MNCs) handle legitimacy
challenges, stakeholder demands, and market imperatives. Practically, the findings provide
managers and policymakers with concrete insights into how to develop sustainability policies
that are both globally acceptable and locally applicable. This thesis argues that a multinational’s
strategic sustainability is not a fixed template but a dynamic synthesis of its home-country
institutional imprint and host-country pressures, with institutional disparities acting as catalysts

for innovation, hybridization, and strategic repositioning.

The thesis is structured so that it progresses from foundations to results to contributions in a
strict sequence. It begins by motivating the research problem and anticipated contribution
before reviewing and synthesizing the corresponding literatures, institutional theory (pillars,
distance), institutional logics, stakeholder theory, strategic sustainability and automotive
sustainability, to develop the conceptual framework that will drive the study. The methodology
chapter outlines a case study comparative design that includes mapping each firm's global

footprints, classifying home and host contexts in a political stability-institutional maturity



matrix, benchmarking generic sustainability requirements in each case-country, and applying
the Critical Incident Technique (CIT) to secondary data (2020-2025), including coding rules,
triangulation, and reliability tests. The Analysis and Findings section contains incident-level
findings for each firm, organized by institutional quadrants. The Discussion "theorizes back"
to the literature, refines a priori framework to argumentation figure (Figure 5), and integrates
it into a practical decision aid (Appendix 4, Table 20), pointing towards theoretical, operational,
and policy implications. The thesis finishes by restating the main argument and contributions,
identifying limits, and describing future research directions, including consequences for

Industry 5.0 and human-centered, data-rich manufacturing ecosystems.

2. Literature Review

Sustainability has been a critical component of multinational corporations (MNESs)' strategic
objectives in recent decades, due to rising statutory requirements, societal standards, and
stakeholder demands (Sulemana et al., 2025). Firms now include sustainability into their long-
term competitive approaches, aiming to integrate environmental, social, and governance (ESG)
concerns with profitability (Michalski, 2024). This transition is especially significant in
industries such as automobile manufacturing, where companies are directly subjected to
environmental regulations, resource exploitation, and the complexities of worldwide supply

networks.

To create a solid theoretical framework for this study, a thematic literature review was carried
out. This entailed finding, organizing, and synthesizing relevant works from multiple
interconnected domains, such as institutional theory, stakeholder perspectives, and strategic
sustainability. The search was mostly conducted using prominent databases such as Scopus
and Web of Science, supplemented by manual searching in Google Scholar and bibliographical
snowballing. These strategies ensured the inclusion of both established and new works in
international business as well as sustainability. The detailed search criteria, keywords, and

relevant literature results from the database searches are documented in Appendix 1 (Excel

file).

Unlike a completely systematic review, which adheres to strict standards for inclusion and
exclusion, the thematic method enables for a more subjective and integrative synthesis of the
literature (Charlesworth Author Services, 2022). The studies were organized around common

topics and controversies, such as institutional disparities between national contexts
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(Institutional Theory), the relevance of sustainability reporting standards (Corporate
sustainability), and the contradiction among symbolic and substantive sustainability initiatives
(Strategic sustainability). Within every subject, convergences, inconsistencies, and gaps in
existing knowledge were discovered to indicate where additional research is required.
Using a thematic overview, this chapter not only maps the existing condition of the field but
also critically interacts with the underlying theoretical issues, laying the groundwork for
assessing how multinational firms adjust their sustainability strategies to different institutional

settings.

2.1 Definitions of Institutions

"Institutions" is a phrase used in economics, sociology, and management; researchers will
expect an explanation on what is meant when institutional theory is employed. Early economic
accounts emphasize game rules and incentives (North, 1990), whereas organizational
researcher established a three-pillar view, regulative, normative, and cultural-cognitive that
clarifies not only what the rules are but also how they acquire legitimacy and influence meaning
(Scott, 2014). Over time, the debate has shifted from a narrow focus on formalized, state-
backed regulations to a greater, multi-level cooperation encompassing informal norms,
principles, and multi-actor governance arrangements; particularly important for sustainability
issues involving firms, industries, and jurisdictions. The table below summarizes these

definitions so that it can be used throughout the thesis.

Scholar Year Definition of Institutions Focus/Contribution
Institutions are “settled habits of Early cultural/economic
Veblen 1899 thought common to the generality of | lens; emphasizes habits
men” and social customs
Institutions are “collective action in Highlights collective
Commons 1931 control, liberation, and expansion of action and governance
individual action”
“Institutions are the rules of the game | Classic economic
in a society, or more formally, the definition; emphasizes
North 1990 . . .
humanly devised constraints that rules and constraints
shape human interaction.”
DiMaggio Institutions Qrivg “isomorphisrp,’j Focus on organizational
and 1983 where organizations bejcome similar convergence under
Powell under coercive, mimetic, and institutional pressures
normative pressures
Institutions consist of regulative, Comprehensive
normative, and cognitive pillars that framework of
Scott 2014 . o . e .
provide stability and meaning to institutional pillars
social life
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Institutions reflect “the rules and Introduced concept of
requirements in the environment with | institutional distance in
which organizations must comply to IB

gain legitimacy”
Institutions are “rules and procedures | Emphasizes interplay of

Kostova 1999

Hzlrr:(llke 2004 (both formal 'anc'l inforrpal) that forrpal ?nd informal
Levitsky structure social interaction by institutions
constraining and enabling behavior”
Institutional logics are “the socially Institutional logics
constructed, historical patterns of perspective; multiplicity
Thornton 2012 material practices, assumptions, of logics
et al. values, beliefs, and rules by which

individuals produce and reproduce
their material subsistence”
Table 1: Definitions of Institutions Across Key Scholars

Source: The Author.

While scholarly definitions of institutions differ, this thesis mostly follows Scott's (1995, 2014)
three-pillar framework, which incorporates the regulative, normative, and cognitive
characteristics of institutions as complementing influences determining organizational
behaviour. To supplement this, DiMaggio and Powell's (1983) concept of institutional
isomorphism is used to emphasize the coercive, normative, and mimetic constraints that induce
convergence in business practices. Helmke and Levitsky's (2004) difference between formal
and informal institutions is also taken into account, since it provides a critical lens for
examining how codified laws interact with cultural and socially rooted norms, especially in
circumstances where institutional voids or inadequate enforcement occur. Finally, Thornton et
al. (2012) use the institutional logics approach to underline that organizations are governed by
numerous, sometimes competing, institutional logics, including market performance,
community principles, and state authority. Together, these frameworks create a solid base for
this thesis, assuring that institutions are recognized not only as formal laws, but also as
entrenched norms and established cognitive frames that affect sustainability-related strategies

in a variety of circumstances.

2.2 Results of the characteristics found in the review

The systematic literature review done for this research discovered over 40 publications issued
between 2020 and 2025 in journals listed in Scopus and Web of Science, supplemented by
specific searches through Google Scholar and bibliography snowballing. The findings point to

a fast-expanding body of study on the interaction of institutional theory, multinational
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corporations (MNCs), and sustainability. Several repeating traits were discovered in the

evaluated papers.

investments
regulatory €nvironmentally ffteratre
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reports' . . ; ,
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resources d I emerging
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. . . e » stakeholders
Ind!‘ls;try SUbSIdIary po"tics university
companies

res p on Sive NEeSsSS orsanizational

organisations ~economize relationships’

challenges perspectives

variables'

Figure 1: Word Cloud from the review

Source: The Author.

First, the most commonly used terms were institutional voids, institutional distance, corporate
social responsibility (CSR), sustainability reporting, multinational corporations (MNCs), and
legitimacy. These phrases reflect a strong research focus in how institutional frameworks
hinder or enable enterprises' sustainability-related operation. A second set of keywords,
stakeholder pressure, non-market strategies, political CSR, and emerging markets, indicates an
increasing recognition for the role of non-regulatory forces that influence sustainability,
particularly in fragile or transitioning institutional environments (Meyer and Peng, 2016; Dau

et al., 2022; Xiao et al., 2021).

Thematically, three literary streams formed. The first focuses on institutional limits and voids,
with research examining how enterprises traverse inadequate regulatory frameworks,
corruption, or a lack of compliance (El Ebrashi et al., 2021; Bu et al., 2022). The second
concentrates on institutional distance and adaptation, examining how multinational
corporations manage gaps among home and host country institutions, especially when entering
or expanding into emerging countries (Gaur et al., 2020; Jacob et al., 2021). The third section
focuses on corporate sustainability approaches and legitimacy, stressing how firms use CSR
and ESG reporting to obtain acceptance in various institutional settings (Rodrigues and

Krishnamurthy, 2021; Maier, 2022).
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In terms of patterns, the review indicates a shift away from descriptive views of institutional
constraints and toward more sophisticated assessments that combine multi-level viewpoints.
For example, recent research investigates how normative and cognitive pillars impact
organizations' sustainability initiatives (Roy et al., 2021; Rossoni et al., 2023). There has also
been a noticeable increase in literature on political CSR (Wei et al., 2022) including the
negative aspects of institutions, like how corruption or authoritarian systems can skew

sustainability initiatives (Bu et al., 2022; Maier, 2022).
2.3 Conceptual Foundation of Institutions

2.3.1 Institutional Theory, Types of Institutions and Organizational Behaviour

A strong basis for examining how external structures such as regulations, customs, and
cognitive models affect organizational behaviour and strategy is provided by institutional
theory (DiMaggio and Powell, 1983; Scott, 1995). In social science, institutions are widely
defined as the formal and informal "rules of the game" that influence and restrict human
interaction (North, 1990). They shape social and economic affairs by instilling expectations,
conventions, and regulations in both organizational and personal conduct. According to Scott
(2014), institutions are built on three interconnected pillars: regulative, normative, and
cognitive. The regulative pillar includes laws, rules, and compliance mechanisms that are
enforced by authorities, such as the European Union's required environmental disclosure
frameworks. The normative pillar expresses common ideals and norms that shape socially
appropriate behaviour. The cognitive pillar refers to the unquestioned beliefs and assumptions
that govern actors' views on world and what constitutes valid activity. These three dimensions
make up the institutional context in which organizations function. These organizations
influence how businesses view legitimacy, uncertainty, and opportunity, particularly in tightly

controlled or socially conscious industries like the car industry.

Organizational behavior is the study of how individuals and groups behave inside
organizational settings, as well as how organizations interact with their external environments
(Robbins and Judge, 2019). It focuses on decision-making, leadership, motivation, social
dynamics, and strategic coordination. Significantly, institutional theory provides a prism
through which to connect organizational activity to broader societal and regulatory
frameworks: organizations do not behave in isolation, but rather in response to institutional
influences that direct and sometimes limit their behaviour. For example, compliance with

regulatory systems can have an impact on decision-making procedures, normative values can

14



shape leadership goals, and cognitive preconceptions may influence long-term strategic

orientations.

In the context of multinational companies (MNCs), organizational behavior is inextricably
linked to institutional contexts. Firms must handle internal behaviors such as sustainability
disclosure and employee involvement while also responding to external demands from
governments, non-governmental organizations (NGOs), investors and communities. This
exchange highlights how institutions not only "set the rules" but also actively create company
environment, strategy, and legitimacy-seeking behavior. Some researchers contend that
aligning organizational behavior research too closely with institutional theory risks diminishing
managerial agency and creativity (Oliver, 1991). Institutions define conformity and
isomorphism, but they do not entirely describe how organizations might oppose, reinterpret, or
creatively adjust to external influences. This thesis understands such criticisms and instead
views organizational behavior as both dictated by institutions and able of acting independently

within them.

The incorporation of organizational behaviour in this discourse is therefore critical to the
argument. It emphasizes that sustainability initiatives are about more than just external
compliance; they also include how firms structure decision-making inside, inspire personnel,
and connect values with social expectations. This study provides a more comprehensive
understanding of how MNCs manage home- and host-country demands, resulting in

sustainability plans that are simultaneously contextually rooted and strategically important.

In addition to the three-pillar model, researchers differentiate among formal and informal
institutions. Constitutions, labour regulations, and international treaties are all examples of
formal institutions. Informal institutions, on the contrary, are unwritten norms, habits, and
cultural norms that obtain legitimacy by social acceptance instead of enforced law (Hodgson,
2025). Both types are critical for multinational corporations (MNEs). In East Asia, for
example, severe emission rules exert significant formal pressures, while strongly ingrained
cultural ideals of peace and community welfare serve as informal institutions driving corporate
responsibility actions. Additionally, in Latin America, poorer enforcement of environmental
norms may coexist with high public expectations of corporate giving, demonstrating how

informal institutions can replace weak official ones.

These two theories, the three institutional pillars along with the formal/informal distinction,

should be understood as overlapping rather than competing perspectives. Regulative
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institutions frequently match with formal structures, although normative and cognitive

characteristics can cut across both codified rules and informal norms. Professional standards

of ethics in worldwide pharmaceuticals, for example, demonstrate how normative pressures

can be formalized while also being socially reinforced. Conversely, the cultural customs of

community-driven accountability in Sub-Saharan Africa demonstrate informal but substantial

normative and cognitive influences. This overlap demonstrates that institutional influences on

enterprises go beyond compliance: they define what is considered legitimate, affect access to

resources as well as and limit or enable strategic decisions (Peng et al., 2009).

Institutional Pillar Definition Features Examples Mechanism of
Type Influence
Codified Predictable, Corporate law, | Coercion,
rules, laws, legally binding, | tax codes, compliance,
. and backed by environmental | punishment for
Regulative . )
enforcement | sanctions regulations, non-
mechanisms labor conformance
(North, 1990) standards
Formal Social norms | Institutionalized | ISO standards, | Social
Institutions and standards | through professional obligation,
formalized in | organizations, | codes of gaining
Normative professional | professional ethics, professional
or industry bodies, and sustainability | and industry
codes (Scott, | industry certifications | legitimacy
1995) associations (e.g., GRI,
CSRD)
Shared Context- Family Social pressure,
societal dependent, business reputation,
norms and evolve traditions, informal
Normative values not gradually, societal CSR | sanctions
legally embedded in expectations,
codified but | local traditions | religious
culturally and cultures norms
enforced
Shared Internalized “Sustainability | Internalization,
Informal . . . o\
Institutions beliefs, beliefs, is gpod cognitive
Taken-for- “common business,” legitimacy, path
granted sense,” often cultural dependency
assumptions, | subconscious worldviews
Cognitive | and mental (Boyd, 2001)
models
(DiMaggio
and Powell,
1991; Boyd,
2001)

Table 2: Institutional Types and Pillars merged

Source: The Author.
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The combined concept of institutional pillars and formal-informal variation is useful in this
thesis because it provides a structured lens for reflecting the various ways in which institutions
impact corporate behavior. It emphasizes that enterprises are governed not just by legal
legislation, but also through societal standards and cognitive frameworks, which frequently
intersect. Using this integrated approach, the analysis may better illustrate how institutional
variations across contexts influence multinational firms' strategy and sustainability actions,

providing a solid theoretical context for the study.

Informal Institutions

/—

Formal Institutions

BN

Regulative Cognitive

Figure 2: Merged Institutional Types and Pillars figure

Source: The Author.

2.3.2 National and International Institutions

Another  significant  distinction  exists  between  national institutions  and
international/transnational institutions. National institutions are context-dependent, reflecting
country-level regulations and norms (Hall and Soskice, 2001). International institutions, on the
other hand, go beyond national borders to establish global standards or standards that impact
behaviour across domains (Kostova and Roth, 2002). The Corporate Sustainability Reporting
Directive (CSRD) is an EU-level transnational institution, whilst the Paris Agreement on
Climate Change and the United Nations Sustainable Development Goals (SDGs) serve as

worldwide institutional structures.

Inrl;{ilzﬁ t(i)gn Features Examples
National Country-specific, reflect local U.S. Clean Air Act; Japan’s Corporate
political, legal, and cultural Governance Code; Brazil’s
systems environmental licensing system
International Transcend national boundaries, Paris Agreement, SDGs, OECD
create shared global norms or Guidelines for MNCs
rules

Table 3: National and International Institutions
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Source: The Author.

MNCs must thus handle both the "home" and "host" institutional contexts, as well as global
institutional constraints. This presents complicated issues along with possibilities for strategic
sustainability. For MNEs, the challenge is navigating different, sometimes opposing,
institutional logics throughout home and host country settings (Kostova et al., 2008). An car
company entering the US market may encounter strong market-oriented logics promoting
efficiency and innovation, while also adjusting to European-style normative requirements for
transparency if selling in the EU. Similarly, enterprises in emerging economies may face
institutional gaps, where formal institutions are weak, necessitating dependence on informal
structures or non-market tactics to function efficiently (Khanna and Palepu, 2010). In this way,
institutions are dynamic forces impacting business strategies, especially when it comes to
sustainability, where legal obligations, social norms, and cultural views all work together to

shape the scope and direction of enterprises' strategic responses.

2.3.3 Institutional Logics

Institutional logics are the overall belief structure and cultural contexts that govern behaviour
and decisions within a certain institutional setting (Thornton et al., 2012). These logics
establish what is regarded valid, appropriate, and desirable, which influences how companies
achieve their goals. In international business, Hall and Soskice's (2001) Varieties of Capitalism

paradigm establishes a fundamental difference among liberal market economies (LMEs) and

coordinated market economies (CMEs). LMEs, like the United States as well as the United
Kingdom, have competitive marketplaces, fluid labor relations, and a strong emphasis on the
shareholder value maximization. In contrary, CMEs, like those exist throughout much of
Western Europe, depend heavily on non-market coordination systems such as trade
associations, labor unions, and sector-wide collaborative structures, emphasizing stakeholder

participation, building consensus, and long-term strategic orientation.

However, while the LME-CME difference is analytically useful, it does not completely account
for the complexities of institutional contexts in transitional and emerging economies.
Researchers such as Khanna and Palepu (2010) emphasize the notion of institutional hybridity,
in which market-based coordination coexists with informal, relationship-driven governance
processes. This hybridity results in a distinct blend of market, state, and communal logics,
necessitating the development of adaptive methods that respond concurrently to formal

regulations, informal connections, and global influences.
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Thornton et al. (2012) contend that firms are rarely limited by a single logic, but rather by a
combination of various, often competing, logics, market logics focusing on efficiency and
competitiveness, state logics concentrating on compliance with regulations and policy
coherence, and community logics based on social standards, moral demands, and local
legitimacy. This presence of logics generates both conflicts and strategic adaptability, forcing
businesses to set priorities and selectively mix logics according to their context and goals
(Greenwood et al., 2011). In terms of sustainability, this leads to a variety of approaches,

ranging from proactive ESG integration to symbolic or disconnected reporting.

Historical path dependencies as well as institutional complementarities also have an impact on
institutional logics. Established practices of corporatism, social welfare development, and
deregulation establish enduring patterns that continue to influence organizational decision-
making. This explains why global sustainability frameworks like the United Nations
Sustainable Development Goals (SDGs) and the Paris Agreement are perceived and managed

variously throughout regions and industries (Aguilera et al., 2007; Campbell, 2007).

While the institutional logics viewpoint is useful in illustrating how multiple belief systems
influence organizational behaviors, it risks becoming excessively descriptive if not associated
with strategic decision-making outcomes. Much of the literature focuses on identifying the
existence of numerous logics without delving into how organizations actively reconcile, reject,
or utilize those logics in their pursuit of legitimacy and competitive edge. This thesis argues
that institutional logics should not be viewed as passive limitations, but rather as arenas of
strategic choice in which enterprises can exercise agency. In terms of sustainability, this entails
examining not just whether MNEs adopt specific behaviors, but also why they do so, which
challenges they respond to most significantly and how these decisions differ across institutional
settings. By using this lens, the study helps to provide a more dynamic knowledge on how

institutional complexity transforms into tangible strategic sustainability activities across time.

2.3.4 Institutional Distance and Institutional Voids

Two key concepts in institutional theory that provide substantial issues for international firms
include institutional distance and institutional voids. Institutional distance describes the
contrasts between the home and host countries' institutional contexts, such as legal structures,
enforcement mechanisms, normative standards, and cognitive worldviews (Bae and Salomon,
2010; Kostova, 1999). A wide institutional distance increases the risk of foreignness, which

makes it more difficult for businesses to establish legitimacy, transfer techniques, and
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reproduce methods across borders. Corporations that function under strict sustainability
systems, for example, frequently struggle to execute the same rules in jurisdictions with
inadequate enforcement or differing cultural norms. Companies from less regulated contexts,
on the other hand, may face increased pressure to fulfill more demanding sustainability criteria
when accessing highly developed markets, necessitating considerable strategic and operational

changes.

Another major difficulty is institutional voids, which relate to the lack, fragility, or insufficient
growth of market-oriented institutions that promote transactions, regulation, and coordination
(Khanna and Palepu, 2010). These voids can take the form of poor regulatory compliance,
insufficient finance markets, insufficient facilities, or the absence of intermediary entities.
Firms operating in such circumstances must engage in creative problem-solving, which may
include forming private governance systems, creating their own supply channels, or depending
on informal norms and relationship trust to bridge institutional gaps (Khoury and Prasad, 2016).
The existence of institutional voids frequently results in higher unpredictability and flexibility

in corporate sustainability efforts.

Despite its explanatory capacity, institutional theory is often criticized for being excessively
deterministic and undervaluing corporate agency. According to Oliver (1991), organizations do
not just conform to institutional forces; they can also reject, manipulate, or actively modify
their institutional contexts. Furthermore, institutional theory frequently anticipates stability in
institutional frameworks, whereas sustainability challenges arise in highly dynamic contexts
marked by technological changes, rapidly shifting stakeholder demands, and international
crises like climate change (Ansari et al., 2013). Finally, institutional theory often fails to explain
why particular stakeholders, including, activist, investors, NGOs, or conscious consumers,

have disproportionate impact on company sustainability objectives (Mitchell et al, 1997).

This work extends institutional theory beyond its typically static and deterministic uses,
stressing the dynamic interactions among institutions and corporate agency. Institutional
distance and voids are viewed not as restrictions, but as situations in which multinational
corporations make strategic decisions like, adapting, enforcing, innovating, and, in certain
cases, altering the institutional environment through corporate political involvement,
collaborations, and sustainability programs. This viewpoint enables the research to capture
variety in how organizations handle institutional diversity, emphasizing that sustainability

approaches are not just the result of coercive isomorphism, but also of conscious, context-
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sensitive decision making. As a result, the study leads to a better comprehending of how
institutional variations and voids combine with firm-level capacities to yield varying

sustainability consequences across countries.
2.4 Institutional Theory in International Business

2.4.1 MNC Adaptation and Legitimacy Strategies

Institutional theory has emerged as a major concept in international business study, providing
insight into how multinational companies (MNCs) deal with the challenges of cross-border
operations. At its foundation, the theory posits that organizations are restricted not only by
efficiency or profit maximization, but also by the requirement for legitimacy across their
respective institutional settings (Guth, 2016). This generates a unique dilemma for
multinational corporations (MNCs) because they must adhere to the requirements of numerous,
often competing, institutional environments. Under these conditions, the desire for legitimacy
has provided institutional theory an essential lens for studying how organizations adapt and
strategy when confronted with a variety of challenges. International operations emphasize this
complexity by requiring firms to balance the regulatory constraints, moral standards, and
cognitive assumptions ingrained in diverse countries. These factors influence not only how
businesses approach sustainability, but also why answers vary so significantly throughout
contexts, sometimes aggressive and integrated, at other points scattered or symbolic. Scholars
are increasingly calling for comparative frameworks that reflect these interconnections,
emphasizing the importance of moving beyond individual case studies to a more systematic
comprehension of how institutional forces influence strategic choices (Kostova et al., 2008;

Peng et al., 2009).

Legitimacy strategies are consequently essential. Kostova and Zaheer (1999) identify three
major approaches: adaptation, in which the subsidiary matches to host-country institutions;
arbitrage, in which firms capitalize on differences between home and host environments; and
avoidance or decoupling, in which firms symbolically embrace practices to please external
stakeholders without altering fundamental procedures. In terms of sustainability, adaptation
could entail complying with the EU's Corporate Sustainability Reporting Directive (CSRD),
arbitrage could entail taking advantage of weaker disclosure rules in emerging markets, and
decoupling could entail firms releasing glossy annual sustainability reports without making
essential operational changes (Jamali and Neville, 2011). The idea of organizational legitimacy

is also crucial in understanding the reasons for MNEs' adoption of sustainable practices.
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According to Suchman (1995), legitimacy is the general concept that an entity's actions are
acceptable within a socially formed set of standards and values. Therefore, MNEs can use
sustainability measures to establish or preserve their legitimacy in the view of investors,

regulators, and civil society.

The literature on MNC adaptability and legitimacy approaches demonstrates that
organizational reactions to institutional forces are neither uniform nor passive, but rather
involve conscious decisions affected by international expectations and local limitations. Firms
aim to balance legitimacy among diverse audiences while remaining competitive by using
adaptation, arbitrage, and symbolic conformance into their competitive portfolio. This study
takes the position that legitimacy-seeking behaviour is a dynamic process in which MNCs
constantly negotiate the struggle between compliance and strategic difference. Positioning the
research in this theoretical domain allows for a more nuanced examination of how firms'
sustainability tactics can be both constrained and enabled through their institutional
environments, contributing to a better understanding of the relationship between international

standards and local adaptations.

2.4.2 Home versus Host Country Dynamics

One of the most significant aspects of institutional theory in international operations is the idea
of dual embeddedness, which holds that multinational corporations (MNCs) are both grounded
in their home-country institutional framework and required to adjust to host-country
institutional settings (Meyer et al., 2011). This duality frequently causes stress since the
organizational structures and legitimacy standards of the home nation may differ from the host
country's requirements or expectations. Firms have an institutional footprint from their
beginnings that affects their strategies, reporting procedures, and decisions-making procedures,

even if they do not perfectly match the host context (Cuervo-Cazurra and Genc, 2008).

Institutional complexity varies greatly across host countries. In some markets, extensive

regulatory frameworks, robust enforcement mechanisms,

defined stakeholder engagement processes promote formalized compliance and long-term
strategy development (Hall and Soskice, 2001). Institutional holes in other markets, such as
insufficient regulatory control, a lack of intermediaries, or inadequate infrastructure, can
require enterprises to make do with informal setups, relationship-driven contracting, or
adapting innovation (Khanna and Palepu, 2010). The institutional distance among home and

host nations, defined as the difference in regulatory, normative, and cognitive frameworks, has

22



been proven to have a considerable impact on MNC effectiveness and strategies (Kostova,
1999; Xu and Shenkar, 2002). Increased distance can increase foreignness liability, limit
knowledge transmission, and increase the expenses of developing legitimacy, however it can
also generate chances of institutional arbitrage when enterprises take advantage of disparities

(Gaur and Lu, 2007).

MNC:s frequently respond to these difficulties using a variety of techniques. Some opt to adapt,
matching their tactics with local institutions in order to achieve legitimacy. Others practice
standardization, implementing home-country patterns globally to achieve consistency and
efficiency. A third group uses hybrid techniques, selectively changing where demands are
highest but maintaining basic home-country traditions everywhere (Kostova and Roth, 2002).
These reactions are purposeful rather than reactive, as companies assess the expenses of
compliance, the threats of noncompliance, and the reputational advantages of meeting global

or local standards.

The current literature overemphasizes the issues of institutional distance as risks, portraying
adaptation as an unavoidable cost of conducting business. However, this viewpoint obscures
the agency of multinational corporations (MNCs), which may intentionally use disparities
between home and host settings to gain a competitive advantage through cheaper compliance
expenses, access to unexplored markets, or trial with novel sustainability models. This study
takes the view that home-host dynamics are more than just restrictions; they are also areas of
strategic choice for MNCs to balance compliance, innovation, and selected decoupling. This
approach enables a more in-depth examination of how multinational corporations (MNCs)
adapt sustainability approaches in reaction to context-specific challenges, as well as how these
strategies represent a compromise between home-country imprint and host-country

institutional expectations.

2.4.3 Institutional Isomorphism, Pressure, and Resistance

Institutional isomorphism refers to the process by which organizations grow more alike over
time as they react to common institutional forces (DiMaggio and Powell, 1983). These
pressures manifest themselves through three primary pathways: coercive forces, which stem
from established regulations, laws, and political mandates; normative forces, which stem from
professional regulations, industry standards, and social standards; and then mimetic forces,
which push businesses to emulate competitors and perceived optimal processes, particularly in

uncertain times. Multinational companies (MNCs) often share sustainability practices,
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including embracing global reporting standards like GRI or SASB, incorporating life-cycle
assessments, and complying with international environmental actions such as the Paris

Agreement (Zahra Ahmadi-Gh and Bello-Pintado, 2024).

However, convergence is rarely comprehensive. Firms may choose to obey, interpret, or resist
these influences depending on the institutional logics of its home and host environments. For
example, while coercive incentives may push enterprises to standardize disclosure, resource
limits or regional standards may favor prioritizing particular sustainability features over others.
Normative pressures may result in sector-wide codes of conduct, although enterprises vary in
how deeply they are internalized. Mimetic pressures can stimulate innovation, but they can also

result in ineffective "copycat" activities.

Resistance and purposeful nonconformance are key components of this dynamic. Oliver (1991)
describes a variety of strategic reactions to institutional influences, including acceptance,
compromise, avoidance, disobedience, and manipulation. In the sustainability field, this could
be lobbying against tighter climate legislation, postponing compliance due dates, or
participating in symbolic activities like issuing flashy sustainability reports with limited
operational change (Khalique et al., 2025). Such reactions demonstrate that institutional forces

are not deterministic, but rather negotiated environments in which enterprises have agency.

While institutional isomorphism contributes to worldwide convergence in corporate
sustainability methods, a singular concentration on convergence risks misrepresenting
heterogeneity and corporate strategy. This thesis views isomorphism as a continuum rather than
an end state, in which corporations constantly balance exterior compliance with internal goals
and resource capabilities. This study attempts to identify how multinational corporations
(MNCs) handle competing institutional demands, selecting when to comply, adapt, and
strategically oppose, and what this implies for the depth and legitimacy of their sustainability

promises.

2.4.4 Gaps in Emerging versus Developed Comparisons

Although institutional theory has made considerable contributions to our grasp of multinational
companies (MNCs) and their behavior, there are still significant gaps in how we perceive
differences between established and emerging economies. Much of the basic study in
institutional theory is based in Western contexts and tends to favor the viewpoint of
multinational corporations headquartered in industrialized economies (Ramamurti, 2012). This

causes an asymmetry: we know significantly more about how European or American
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corporations adjust to institutional variations overseas than about how firms from emerging

countries handle internationalization in the context of poorer home-country institutions.

A second gap is that emerging economies are typically defined by what they do not have like,
official enforcement, deep financial markets, or advanced regulatory regimes, rather through
the institutional innovations that they create. Khanna and Palepu (2010) famously referred to
them as "institutional voids," although subsequent research has shown that enterprises in such
situations frequently generate highly flexible solutions, sometimes leapfrogging traditional
models. For example, cheap electric vehicle initiatives in resource-constrained contexts have
been mentioned as proof of innovation rather than scarcity (Marquis and Raynard, 2015).
Viewing these situations simply through a deficit perspective risks overlooking the innovative

and strategic initiative that enterprises use to shape their institutional contexts.

Finally, industry-specific detail is often lacking. The automotive industry, in particular, is
extremely subject to sustainability-related challenges, which vary from carbon neutrality
requirements to global supply chain due diligence, and hence provides an ideal setting for
investigating institutional influences (Lozano and Garcia, 2020). However, comparative
assessments frequently group businesses together, diminishing insights into sectors where the

friction between regulation, technological adoption, and market demand is greatest.

Rather than viewing these gaps as limits, they might be interpreted as opportunities to delve
deeper into the processes that connect institutional backgrounds to firm-level strategy. The
most fascinating work now investigates how corporations constantly rework the tension
between home- and host-country reasoning, merging compliance with strategic flexibility and,
in certain cases, changing the norms of participation in their industries (Svystunova et al.,
2023). This study draws inspiration from such techniques, extending beyond simple
comparisons to explore the dynamic patterns in which corporations react to complex
institutional conditions over time, thereby resulting in a more complete picture of sustainability

in business as an evolving and disputed process.
2.5 Stakeholder Theory as a Complementary Lens

2.5.1 Stakeholder Capitalism vs. Shareholder Capitalism

Stakeholder theory, first stated by Freeman (1984), contends that firms must provide value for
a diverse range of stakeholders, employees, consumers, suppliers, communities, and

government rather than just shareholders. On the contrary, shareholder capitalism, based on
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Friedman's (1970) statement that a company's main purpose is to maximize profits, promotes
shareholder value growth. These two paradigms account for much of the diversity in how

multinational companies (MNCs) approach and implement sustainability.

In coordinated market systems, institutionalized mechanisms like codetermination legislation,
robust labor associations, and sector- wide collective bargaining directly integrate stakeholder
concerns throughout corporate governance (Hall and Soskice, 2001). This governance tradition
strengthens normative and cognitive logics that prioritize societal well-being, longer-term job
stability, and environmental responsibility, encouraging businesses to implement sustainability
initiatives that go beyond regulatory compliance to gain broader legitimacy (Jackson et al.,

2004; CFA Institute, 2021).

Conversely, in more shareholder-centered or hybrid governance systems, which are common
in liberalized or emerging countries, firms prioritize financial returns, often at the cost of
greater stakeholder concerns (Muslim, 2025). While charitable traditions or family-owned
businesses can incorporate community-focused practices into corporate plans (Nadkarni and
Branzei, 2008), financiers and global capital markets usually prioritize profitability and
efficiency. This generates a dualism in which enterprises must strike a balance between market-
driven imperatives and socially based duties, resulting in varying sustainability results across

contexts.

Taken in combination, institutional theory emphasizes the external influences that drive
strategic action, whereas stakeholder theory provides a complementing viewpoint by
highlighting the role of numerous individuals in determining corporate accountability. The
combination of the two theoretical viewpoints allows us to comprehend how variations in
governance practices and institutional settings result into differing sustainability approaches,
with some contexts incorporating stakeholder engagement heavily into decision-making

processes and others prioritizing shareholder benefit as the predominant logic.

2.5.2 Governance Differences

Corporate governance frameworks serve as institutionalized mechanisms for expressing
stakeholder or shareholder thinking. Governance structures in integrated market systems
usually include procedures for staff or stakeholder engagement, like codetermination, which
incorporates worker perspectives into strategic choices (Jackson et al., 2004). This
institutionalized participation has been connected to planning with longer horizons and

sustainability programs that reflect both regulatory compliance and negotiated compromises
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among many constituencies. Such structures provide a structural foundation for stakeholder
capitalism, transforming sustainability into a balance of multiple interests rather than a top-

down directive.

Conversely, in highly shareholder-oriented or family-controlled institutions, governance
frequently reflects concentrated ownership and less structured stakeholder involvement
(Khanna and Palepu, 2010). These structures can still result in strong commitments to
environmental or social causes, especially when they are consistent with company culture or
philanthropic habits, but the focus may shift toward discretionary contributions to communities
or charitable initiatives rather than systematically integrating sustainability within corporate
strategy. This distinction emphasizes the many ways in which governance absorbs institutional
pressures: one system directs them by formal participation procedures, whilst the other depends

on managerial autonomy and reputational motivations to preserve legitimacy.

These analogies suggest that corporate governance should be viewed as a strategic interaction
between institutional norms and company behavior, rather than just a compliance instrument.
Rather than favoring one model over another, the essential takeaway is that governance
differences influence how organizations prioritize, define, and execute sustainability
initiatives, sometimes firmly ingrained in organizational routines, sometimes enabling more ad
hoc or symbolic responses. Recognizing these distinctions helps to understand why enterprises
in similar industry may take very different paths to legitimacy with long-term value generation,

despite being subjected to similar global sustainability challenges.

2.5.3 Critical Voices: The Limitations of Stakeholder Theory in Emerging Markets

Although stakeholder theory is a useful paradigm to understand corporate accountability, its
integration to emerging economy circumstances has been heavily criticized. One major worry
is the significant power imbalance between stakeholders in contexts with less institutional
enforcement (Jamali, 2010). In such situations, marginalized communities frequently lack real
ability to influence company policy, but capital suppliers, legislators, and political elites wield
disproportionate power. This disparity calls into question the normative assumption of
stakeholder theory, which holds that all stakeholders have equivalent influence on managerial

decision-making.

Another objection focuses on the theory's implicit reliance on defined forms of participation,
including codetermination and structured ESG reporting, which are common in mature

institutional systems. In emerging economies, stakeholder participation is frequently facilitated
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by informal ties, community expectations, and charitable initiatives rather than incorporated
governance systems. While these activities may help to retain the firm's social license to
function, they frequently stay peripheral to the firm's strategic core, raising concerns about
whether such participation leads to transformative sustainability or serves merely as a

legitimacy tool.

Scholars have also highlighted that, in environments with inadequate regulatory monitoring,
corporations may employ stakeholder-oriented discourses strategically to boost reputational
value or lure foreign investment without making significant operational adjustments (Banerjee,
2008). This issue of "window dressing" demonstrates a contradiction among the symbolic

alongside substantive components of environmental commitment.

Finally, experts have emphasized the fact that stakeholder theory was heavily influenced by
Western instances, where institutional structures for stakeholder participation are well
established. Uncritically using these assumptions risks neglecting non-Western corporate
governance systems' distinguishing features, such as centralized ownership, informal
connections, and mixed institutional logic (Jamali and Karam, 2018). This has prompted
requests for a more contextualized version of the stakeholder theory that takes into account

institutional voids, cultural variation, and alternate means of participation.

These comments highlight the significance of using stakeholder theory analytically and
effectively, instead of prescriptively, when examining corporate sustainability initiatives in
varied institutional frameworks. The challenge and opportunity, is to recognize that stakeholder
involvement can be both a source of value creation and a tool of symbolically legitimation, and
that both processes must be explored to understand organizations' genuine sustainability

orientation.

2.6 Strategic Sustainability in MNCs

The concept of sustainability has changed dramatically over time, from a normative objective
to a critical element of corporate strategies. The Brundtland Commission described sustainable
development as addressing "the needs of the present without compromising the ability of future
generations to meet their own needs" (World Commission on Environment and Development,
1987). This is the most commonly quoted description. Within the corporate domain,
sustainability has evolved to include the "triple bottom line" concept, which balances
economic, environmental, and social growth (Elkington, 1997). Scholars have lately developed

the idea of strategic sustainability, which is described as ‘“the integration of sustainability
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principles into core business strategy in ways that deliver competitive advantage and long-term
value creation” (Hart and Milstein, 2003; Schaltegger and Wagner, 2011). The distinction
between general and strategic sustainability is critical for multinational businesses (MNCs),
which must combine regulation adherence with strategic positioning in more competitive and

institutionally different settings.

2.6.1 Sustainability as Compliance versus Strategic Advantage

Scholarly literature frequently distinguishes between sustainability efforts based on compliance
and those pursued for strategic gain. Compliance-oriented approaches are often developed in
reaction to external coercive constraints such as environmental regulations, mandated
disclosure demands, and international reporting requirements (Delmas and Toffel, 2008).
According to this viewpoint, sustainability is viewed as a non-negotiable cost of conducting
business, with the goal of avoiding punishment, fulfilling stakeholder expectations, and
maintaining legitimacy. In heavily regulated environments, such activities may become

homogenized and viewed as "box-ticking" tasks rather than strategic essentials.

On the contrary, the strategic sustainability approach sees environmental and social projects as
a tool to gain a competitive advantage. Porter and Kramer's (2006) concept of producing shared
value stresses the incorporation of sustainability within the fundamental business model,
linking environmental stewardship to profitability and growth over the long run. Hart's (1995)
natural-resource-based viewpoint goes on to claim that strengthening organizational
competencies in pollution avoidance, green technology, and product management can provide
a long-term competitive advantage. This viewpoint reframes sustainability as a driver of
innovation, differentiation in markets, and global competitiveness, rather than simply

compliance.

According to recent research, organizations that take a proactive approach to sustainability
outperform their peers in a variety of areas, especially brand image, confidence among
investors, and efficiency in operations (Eccles et al., 2014; Dangelico and Vocalelli, 2017).
Examples include businesses that see electrification, battery invention, and circular economy
projects as opportunities to seize developing markets, increase resilience in the supply chain,

and safeguard their business models, rather than regulatory burdens.

Scholars warn, however, as strategic sustainability is not always available to all businesses,
since it frequently necessitates considerable resource commitments and extensive planning

timeframes (Bansal and Song, 2017). In certain circumstances, the line among compliance and
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strategic activity is blurred, with businesses seeking both legitimacy and competitive edge. This
complexities highlights the importance of viewing sustainability as a spectrum, with enterprises
dynamically shifting between compliance and innovations-driven approaches based on

institutional setting, resource accessibility, and stakeholder demands.

By presenting sustainability as simultaneously an external requirement and a valuable strategic
resource, the academic literature encourages a more nuanced examination of how firms handle
this duality. This thesis takes that approach, understanding sustainability not as an ultimate state
of compliance, but as a strategic decision-making process in which institutional forces,
company competencies, and stakeholder demands interact to generate diverse and changing

outcomes.

2.6.2 Sustainability Reporting Standards

Sustainability reporting has developed as a critical tool for converting corporate responsibility
promises into measurable, comparable and transparent achievements. Standards like the Global
Reporting Initiative (GRI), which was established in the late 1990s, give rules for corporations
to declare environmental and social consequences in addition to financial performance (GRI,
2024). These frameworks encourage accountability and comparability, allowing stakeholders
to assess a company's non-financial performance and shape market expectations.
Environmental, Social, and Governance (ESG) scores from agencies such as MSCI and
Sustainalytics have helped to institutionalize sustainability reporting, affecting investment

choices and capital distribution (Ioannou and Serafeim, 2015).

A recent global shift toward obligatory disclosure regimes has aimed to standardized reporting
and limit the possibility of greenwashing. Regulatory interventions, such as the EU's Corporate
Sustainability Reporting Directive (CSRD), mark a change from voluntarily, narrative-driven
sustainability reporting to legally enforceable, auditable, and standardized disclosures. Similar
trends are emerging across various jurisdictions, with firms under increasing pressure to assess
and publish Scope 1, 2, as well as Scope 3 emission, diversity measures, and supply chain
vulnerabilities. This shift indicates that sustainability reporting is becoming increasingly
institutionalized as a compliance requirement rather than a voluntary gesture of corporate

benevolence.

However, experts suggest that the proliferation of systems for reporting might lead to
complexity and inconsistencies (Kotsantonis et al., 2016). Companies are frequently forced to

react to various, overlapped reporting standards like, GRI, SASB, TCFD, and ISSB, each
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emphasizing distinct metrics and narratives. Critics further point out that high reporting
accuracy does not always translate into substantial sustainability outcomes, as companies might
selectively publish data to project a positive impression while evading deeper operational

adjustments (Cho et al., 2015).

This debate highlights the dual character of sustainability reporting serving as a regulatory
instrument and a strategic communicating instrument. While standardization improves clarity
and comparability, it additionally runs the risk of devolving into a ritualistic activity that meets
formal expectations but fails to deliver actual progress. A more critical perspective views
sustainability reporting as a component of a wider institutional and strategic framework that
shapes, constrains, and signals business behavior in accordance with stakeholder and regulatory

constraints.

2.7 Sustainability in the Automotive Industry

The automotive industry holds a prominent position in discussions about sustainability because
of its extensive environmental impact, intricate supply chains, and worldwide economic
importance. Scholars argue that automakers are under increasing institutional and market stress
to decarbonize production, cut lifecycle emissions, and adhere to increasingly stringent
regulatory regimes (Wells, 2013; Gereffi and Fernandez-Stark, 2016). Kanda and Kivimaa
(2020) highlight the importance of reaching fleet-wide CO: targets, creating EV platforms, and
incorporating circular economy ideas into operations. These challenges are not solely due to
regulation; they also result from changed consumer tastes, increased ESG investor review, and

economic dynamics that promote innovation in sustainable transportation.

The industry's variability challenges its move to sustainability. Premium automakers, mass-
market automakers, and industrial vehicle manufacturers have different stakeholder demands
and cost restrictions, resulting in various strategy paths (Bohnsack et al., 2015). While some
companies differentiate themselves by making investments in premium EVs, closed-loop
recycling structures, and carbon-neutral manufacturing facilities, others prioritize economical
and incremental technological advancements like hybrid engines, fuel efficiency enhancement,
and inexpensive EVs for emerging markets. This discrepancy demonstrates that sustainability
is not a single goal, but rather a contested landscape influenced by industrial subsegments,

technological trends, and institutional forces.

Furthermore, the automotive industry faces the dual problem of technology disruption and

institutional consistency. Supply chain localization, rare earth material procurement for
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batteries, and recycling infrastructural development are key challenges that necessitate
coordination among governments, suppliers, and scientific institutions (Bohnsack et al., 2020).
Industry studies also highlight the risk of "symbolic" sustainability, in which firms focus on
marketing initiatives and voluntary initiatives without consequent operational transformation,
versus "substantive" sustainability, which requires costly reconfiguration of manufacturing

processes (Testa et al., 2020).

Therefore, sustainability in the automobile sector must be regarded as both a reaction to
institutional pressure and a source of strategic competitiveness. This duality enables academics
to investigate how organizations perceive institutional requirements, manage short- and long-
term choices, and use sustainability to achieve legitimacy and a competitive edge. Positioning
this inside institutional theory demonstrates how enterprises are both bound and enabled by its
institutional environment: bound by statutory and stakeholder expectations, yet enabled to

differentiate using strategic sustainability activities.

2.7.1 Symbolic versus Substantive Sustainability

A key theoretical issue in sustainability studies is whether corporate initiatives are symbolic,
serving solely to indicate legitimacy; or substantive, requiring genuine incorporation into
organizational processes. Meyer and Rowan's (1977) basic institutional theory work developed
the notion of decoupling, in which formal regulations are implemented to meet external
expectations whereas daily operations stay essentially unaffected. In the sustainability field,
this dynamic is most clearly manifested in "greenwashing," in which firms publish glossy
sustainability reports, public commitments, or marketing promotions that create the impression
of responsibility without radically changing their business models (Delmas and Burbano,

2011).

In contrast, substantive sustainability necessitates incorporating environmental and social
factors into corporate decision-making, corporate governance, and performance assessment.
This entails reinventing products, reorganizing supply systems, and aligning incentives to long-
term societal goals (Arjalies and Mundy, 2013). Scholars believe that organizations that
embrace substantive approaches frequently have tighter integration of ESG indicators into
executive compensation, utilize life-cycle evaluation for product development, and involve in
transparent stakeholder discussions that result in demonstrable enhancements (Eccles et al.

2014).
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The contrast among symbolic and substantive sustainability is important because it explains
why corporations behave differently to the same institutional forces. In certain cases,
addressing legitimacy needs by symbolic gestures may be enough to preserve a social license
to function, whereas in other instances, especially where regulatory inspection and stakeholder
involvement are high-substantive transformation transforms into a competitive and survival
requirement. This issue requires scholars to critically study corporate disclosures, distinguish
between rhetoric and reality, and evaluate the institutional forces that drive corporations in one

direction or the other.

Furthermore, knowing the difference among symbolic and substantive sustainability allows for
a more nuanced analysis of company action. It emphasizes that sustainability is not a binary of
"green" versus "not green," but rather a continuum molded by institutional influences, resource
accessibility, and organizational willpower. This study believes that only by rigorously
assessing both symbolic and substantive elements can we fully comprehend the strategic
significance of corporate sustainability activities and its consequences regarding legitimacy,

competitiveness, and social impact.

2.7.2 Automotive Industry, Institutional Pressures and Sustainability Challenges

The automotive sector is at the center of global sustainability discussions due to its considerable
proportion of emissions of greenhouse gases (GHG), dependency on energy- and resource-
demanding supply chains, and significance as a key generator of technical innovation and
employment around the world. Because of its dual role as a driver to climate concerns and a
prospective leader in decarbonization, the sector is particularly positioned to analyze how
multinational companies (MNCs) deal with institutional pressures. Automakers work in an
industry marked by strong regulatory monitoring in certain areas, institutional gaps in others,
and growing societal expectations for cleaner, securer, and better socially responsible

transportation solutions.

A defining challenge is the global shift to electrification, which has emerged as an integral
component of the industry's answer to climate change. While electric automobiles (EVs) are
commonly seen as critical to decarbonization, the transition is beset with systemic and
institutional challenges. Scholars argue that hurdles such as the accessibility of charging
infrastructure, the procurement of rare earth components (e.g., cobalt, lithium), and the
ecological effects of battery manufacture and recycling pose a multi-level challenge to

automakers (Bohnsack et al., 2015; IEA, 2023). These issues are exacerbated throughout
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worldwide supply chains, in which tier-two and tier-three suppliers may experience lax
enforcement of labor and environmental regulations, forcing MNCs to implement private

governance arrangements, supplier audits, and traceability procedures (Fransen et al., 2019).

Another important consideration is the supply chain's sustainability. Institutional demands from
legislators, investors, and social groups are increasingly requiring manufacturers to ensure
ethical and ecologically responsible sourcing. This has resulted in the implementation of multi-
stakeholder programs like the Initiative for Responsible Mining Assurance (IRMA) and
stronger due diligence processes to comply with legislation such as the EU Battery Regulation
(European Commission, 2023a). However, establishing such compliance is substantially more
difficult in emerging economies due to poorer institutional enforcement, necessitating the use

of voluntary agreements and industry's self-regulation as interim measures.

Furthermore, product-market positioning is an important factor in designing sustainability
initiatives. Manufacturers in premium categories frequently adopt sophisticated sustainability
solutions, lightweight carbon elements, circular economy techniques, and closed-loop
recycling processes, not only to fulfill regulatory standards but also to separate themselves
strategically (Lozano and Garcia, 2020). Firms having a bigger proportion of cost-sensitive
markets have a strategic quandary: incorporating high-cost green technology may damage price
competitiveness, delaying wider adoption of sustainability initiatives despite legislative

pressure (Banerjee, 2008).

Taken together, these dynamics show that the car industry serves as an illustration of global
sustainability problems and a ground to explore institutional theory. Firms must strike a balance
between coercive regulatory constraints, normative stakeholder expectations, and market-
based benefits, often throughout jurisdictions with widely varying institutional setting. Rather
than converge on a single form of sustainability, automakers demonstrate a range of reactions,
from compliance-focused measures to purposeful strategic innovation. This variability
emphasizes the need of evaluating the sector comparably and contextually, as it reveals how
institutional contexts influence not only compliance levels but also the extent to which

sustainability develops into a catalyst for innovation, legitimacy, and competitive advantage.

2.7.3 Global versus Regional Regulatory Regimes

Institutional theory emphasizes that multinational businesses (MNCs) operate under multilayer
regulatory contexts that differ in extent, enforcement, and normative force. In the automobile

sector, the European Union (EU) has one of the most strict regulatory regimes in the world,
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incorporating environmental, social, and governance (ESG) requirements into legally binding
frameworks. The European Green Deal, the Corporate Sustainability Reporting Directive
(CSRD), and the Fit for 55 package all require emissions reductions, standardized sustainability
disclosures, and ambitious timelines for the phase-out of internal combustion engines
(European Council, 2024b). These frameworks not only require automakers to monitor and
disclose their environmental effect, but they also provide substantial incentives to accelerate
investing in automobile electrification, renewable energy adoption, and circular economy

projects (Kanda and Kivimaa, 2020).

In contrast, regulatory regimes across numerous emerging and developing economies are
fragmented, changing, and frequently less rigidly enforced. Government measures exist,
including subsidies for EV (electric vehicle) adoption, fuel economy regulations, and emissions
control programs, but they may lack continuity or long-term policy consistency (Chauhan and
Kumar, 2018). This generates an unfair playing field in which corporations may confront strict
compliance requirements in one area while enjoying regulatory flexibility in another. As a
result, MNCs frequently employ differentiated sustainability strategies: strictly adhering to
official standards in highly regulated markets, while relying on voluntary initiatives, industry
self-regulation, or community involvement to establish legitimacy where institutional gaps

remain (Marquis and Qian, 2014).

Transnational institutions are gaining influence outside of national jurisdictions. The UN's
Sustainable Development Goals (SDGs), the Science-Based Targets Initiative (SBT1), and the
Task Force on Climate-Related Financial Disclosures (TCFD) serve as worldwide benchmarks
for corporate responsibility (United Nations, 2021). However, compliance stays voluntary in
numerous regions, resulting in unequal implementation and periodic symbolic adoption, in
which enterprises indicate alignment but lack full operational convergence (Christensen et al.,
2021). This highlights the ongoing contradiction between worldwide integration and local

variation in sustainable governance.

These trends demonstrate that regulatory regimes serve not only as compliance mechanisms,
but also as shapers of strategic alignment. Firms tied to strong, enforcing regimes perceive
sustainability as a strategic importance and source of competitive advantage, whereas those
functioning in weaker regulatory settings may see sustainability as a reputational instrument or
market access need. This dual reality emphasizes the importance of context-sensitive analyses

that reflect how MNC:s strike a balance between global harmonization and local adaptation, a
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contradiction core to institutional theory and crucial to comprehending the variation of

sustainability paths across countries.

2.8 Conceptual Framework: Institutional Context and Its Influence on MNC

Sustainability Strategies

Institutional Context in different regions

* Types of Institutions (Formal vs Informal, National
vs International)
® Three institutional pillars (Regulative, Normative,
Cognitive)
» Institutional Logics
» Institutional Distance and Institutional Voids

Home and Host Institutional Environments Influence
How? l | How? | i
MNC/Subsidiary MNCs Strategies and actions
Characteristics o CSR strategies:
* Home country s PCSR (Political Corporate Social
Institutional p
Responsibility)
Embeddedness Influences

¢ Organisational * CSR reporting patterns
capabilities and -

* Responsibility embedded in

resources V) business model
* Internal Govemnance )
e Institutional learning * Mandatory vs voluntary reporting

and adaptation

* Circular economy and LCA (Life
Cycle Assessment)

* Non-market strategy:

* Corporate political activity

Outcomes
® Legitimacy
* Strategic Positioning

Figure 3: Institutional Context—Strategy—Qutcome Linkage in MNCs

Source: The Author.

Based on the above literature analysis, Figure 3 synthesizes the literature by connecting
several segments that appear in institutional, corporate social responsibility, and international
business studies. The Institutional Context block brings together both formal and informal
institutions, the three pillars (regulatory, normative, and cognitive), institutional logics, with
the concepts of distance and voids. These context elements have an impact on two related
domains. First, MNC/Subsidiary Characteristics (home-country institutional embeddedness,
resources and skills, corporate governance, and organizational learning/adaptation capacity)
describe how businesses differ in their ability to respond. Second, MNC Strategies and

Actions, such as political CSR, reporting patterns, the degree to which responsibility is built in
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the business model (e.g., circular economy/Life Cycle Assessment -LCA), and non-market
strategy are visible choices through which corporations seek legitimacy and performance. The
two lateral blocks interact; organizational/MNC character shapes what strategies or actions are
practical, while strategies and actions feedback to cultivate or compromise
organizational/ MNC character, so they affect each other and produce outcomes in terms of
legitimacy and strategic positioning. The "How?" prompts emphasize that the mechanisms that
link context to features and actions are frequently left implicit or explored separately in

previous studies.

This illustration is not the thesis's fundamental conceptual framework, instead serving as a
synthesis model based on the literature review. It serves as a link between theory and empirical
research by outlining how previous research has addressed institutional factors on MNC
behaviour. In the literature, institutional theory has been used to describe how regulative,
normative, and cognitive pressures influence organizational strategies. However, as stated in
the review, existing research frequently leave the links fragmented: some focus solely on
institutional distance, others on corporate governance, and still others on sustainable results.
An integrated viewpoint is needed that connects institutional environment, organizational

features, strategic choices, and outcomes.

This graphic depicts an attempt to "connect the dots" in the literature. It reveals how
institutional contexts in different locations (with their formal/informal institutions, institutional
logics, and voids) influence the embeddedness and governance characteristics of multinational
corporations and their subsidiaries. These qualities, in turn, impact the techniques that
businesses employ, which range from corporate social responsibility (CSR) and sustainability
reporting to political and non-market actions. Ultimately, these decisions result in results like

legitimacy and competitive advantage.

This figure differs from the fundamental conceptual framework (Figure 4), which will help
with empirical data gathering and analysis. While the conceptual framework uses Critical
Incident Technique (CIT) to operationalize the study topic and focuses on home-host country
relations in practice, this illustration serves as an analytical overview based on the literature. In
other words, the Institutional Context-Strategy-Outcome Linkage is an interpretive map that
demonstrates how the literature informs the problem area, whilst the conceptual framework

transforms the problem into a methodological instrument for empirical research.
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In this way, the graphic depicts how the thesis progresses from reviewing current knowledge
to formulating new research topics. It emphasizes that, while the literature contains useful parts,
it does not fully explain how institutional disparities manifest in comparative home and host
country contexts. As a result, the thesis uses the conceptual framework (Figure 4) as a data
analysis tool, while this figure serves as a complementary reference, consolidating theoretical

ideas and laying the groundwork for empirical exploration of 'How'.

Based on the preceding reflection on current research knowledge, it is apparent that there are
two persistent gaps. First, home and host domains are typically examined separately, leaving
the overall effect at market introduction and continuous sustainable operation unspecified.
Second, there is no understanding of how institutional frameworks translate into specific
organizational activities, strategies, and behaviors in sustainability (apart from reporting or
high-level corporate social responsibility). Figure 4 fills these deficiencies by transforming the
synthesis towards a incident-based structure centered on the home-host interaction. It
emphasizes government relations, political stability, institutional maturity, and institutional
distance as contingencies that constrain feasible reactions; specifies the response repertoire as
standardization, adaptation, hybridization, or decoupling; and identifies subsidiaries/global
operations as transmission mechanisms for group practices. By coding time-stamped
sustainability decisions using the Critical Incident Technique, conceptualization moves further,
allowing for cross-context comparison based on quadrants and tracking the ways in which host-

country demands and home-country imprinting interact to shape strategic sustainability.
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Figure 4: Conceptual Framework
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Source: The Author.

This theoretical framework demonstrates how multinational companies (MNCs) shape their
sustainability strategies while balancing the demands of their home and host countries'
institutional frameworks supported by three institutional pillars. At its foundation, it highlights
that MNCs are influenced not only by institutional distance, but also by their accessibility to
institutional and resource capital, which varies by business size, ownership structure, and

political ties.

On the home-country side, the approach is based on the concept of institutional imprinting, in
which enterprises internalize corporate practices, legitimacy standards, and compliance
requirements that define their initial strategic direction. This imprinting is not uniform.
However, according to Child and Marinova (2014), the accessibility of institutional and
resource capital such as funding, permits, infrastructure, and government backing causes
diversity among enterprises even within the same institutional framework. State-owned or
politically connected companies are more likely to acquire such resources, extending their
ownership privileges beyond internal capabilities. This distinction emphasizes that institutional
imprinting is about more than just norms and procedures; it is also about who has preferred

access to the institutional machinery and how those advantages influence subsequent strategies.

When MNCs enter the host nation setting, they face institutional complexity in the shape of
both official and informal arrangements, as well as varying degrees of institutional maturity
and political stability. Access to institutional and resource capital in one's home country can
lead to benefits overseas, especially when bilateral agreements or state-sponsored initiatives
make entry easier (Child and Marinova, 2014). This implies that institutional capital is both
locally rooted and internationally transferable, influencing how enterprises respond to host-

country demands and manage institutional inequalities.

The strategic response mechanism is important to the framework and includes adaptation,
compliance, standardization, and hybridization. While institutional theory frequently defines
these as reactive actions to external constraints, Child and Marinova's research emphasizes that
enterprises have strategic agency based on their access to institutional capital. Larger, state-
owned, or politically connected MNCs are more likely to capitalize on institutional similarities
and decrease liability for foreignness, whereas smaller or privately owned enterprises face

greater restraints.
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The framework eventually connects these processes to changes in strategic sustainability
approaches, revealing that sustainability is influenced not only by institutional distance or
legitimacy concerns, but also through government relations, political stability, and availability
to resources. Governments emerge as significant institutional participants, using legislation,

policies, and preferential resource access to both restrain and enable business sustainability.

However, a thorough examination finds that, while this study identifies ownership and size as
key determinants, their impact on sustainability initiatives requires further exploration.
Existing research indicates that company size influences the scope and scale of sustainability
integration, with bigger multinational corporations having greater resources and reputational
motivations to implement enhanced sustainability practices (Waddock and Graves, 1997;
Brammer and Pavelin, 2008). Similarly, ownership type-whether family, state, or widely held
influences goals, stakeholder engagement, and access to institutional resources (Estrin and
Prevezer, 2010; Liang et al., 2017). However, in order to properly understand these dynamics,
future research should widen the analysis to include a diverse group of MNCs with different
ownership forms and sizes, as the present two-case comparison cannot reflect the complete
range of variance. This would provide greater insight into whether ownership structures and
business size systematically impact sustainability methods, or if these factors interplay with

institutional environments in more complex ways.

The analysis is guided by the following topics, which the empirical chapters address using
footprint/context mapping, country-specific Generic Sustainability Requirements and
Standards comparability, and CIT outcomes. The primary research question is: How do
institutional differences between developed and emerging economies affect the strategic
sustainability approaches of two multinational automobile corporations in both their home and
host contexts? Based on this, a second question investigates contingencies at the location level.
How do home-country conditions (institutional imprint, organizational practices and standards)
and host-country conditions (Institutional complexities-political stability, institutional
maturity, and institutional distance) influence the default posture and context-specific
responses (standardization, adaptation, hybridization, or decoupling)? (Indicating impacts on

organizational behavior, features, and activities)
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3. Methodology

3.1 Nature of the Study

This thesis uses a qualitative, comparative multiple-case study technique to analyze how
institutional variations between established and emerging economies influence multinational
firms' sustainability efforts. This technique is particularly relevant since it enables for a
thorough, context-rich assessment of how home-country institutional logics and host-country
contexts influence firm-level decisions. Rather than aiming statistical generalization, the study
seeks for analytical generalization, connecting its findings to established theoretical

frameworks including institutional theory and stakeholder theory.

The study is exploratory and interpretive in nature, posing "how" and "why" questions
concerning business behavior under different institutional conditions. The study compares
MNCs functioning in different institutional frameworks to identify patterns in sustainability
initiatives. This comparative lens allows for a better understanding of both similarities and
differences, reflecting the dynamic interplay between institutional restrictions, corporate

agency, and the search of legitimacy across worldwide operations.

3.2 Research Philosophy

This study is based on an interpretivist research philosophy and takes a qualitative, deductive
method. Interpretivism is relevant since the study aims to investigate how institutional contexts
influence MNC sustainability initiatives, with an emphasis on meaning, context, and
interpretation instead of solely quantified causal connections (Saunders et al., 2019). The
research does not seek to propose universal principles, but rather to develop a nuanced account
of company behavior under various institutional contexts. The deductive approach is based on
the conceptual framework produced during the literature review: institutional theory and
stakeholder theory serve as the theoretical lenses, and the analysis examines their explanatory
power by applying it to real-world instances. This philosophy is appropriate because
institutional theory stresses socially created realities, normative expectations, and cognitive

logics that are best conveyed through interpretive, context-sensitive analysis.

3.3 Data Collection

The study is mostly based on secondary data, which provides broad insight while allowing for
systematic examination across multiple years. Yearly reports, sustainability and ESG reports,

corporate announcements, industrial white papers, policy and regulatory papers published
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between 2020 and 2025 are all potential sources. These data sources give information about
both corporate behaviors and the institutional setting that influences them. Sustainability
documents and annual disclosures are used to evaluate a company's commitments, goals, and
performance patterns, whereas news releases and public announcements document significant
episodes such as changes to regulations, stakeholder discussions, or strategic alterations in

product portfolios.

3.4 Context and Basis for Case Selection

Considering the observed gaps in the literature review, this study concentrates on the
automobile industry to evaluate how institutional environments affect multinational
corporations' sustainability efforts. The automotive industry is one of the most important areas
for sustainability study because of its broad supply chains, high carbon footprint, and central
position in industrial employment and research and development for innovation. The global
manufacture of cars not only contributes significantly to greenhouse gas emissions, but it also
exemplifies the contradictions between regulation compliance, technological innovation, and
changing stakeholder expectations. These qualities make it an ideal industry for investigating

how institutional differences influence company behavior and strategy.

This study focuses on the automobile strategic business units (SBUs) of two MNCs. BMW and
Tata Motors are both diversified companies with SBUs that extend beyond passenger and
industrial cars. BMW Corporation is a German luxury car manufacturer based in Munich.
BMW Group's global operations span 140 countries, with key production sites in Germany,
China, the United States, and the United Kingdom (BMW Group, 2024a). BMW Group owns
MINI, Rolls-Royce Motor Cars, and BMW Motorrad (motorcycles), as well as financial
services and mobility projects (Wikipedia Contributors 2019a). Tata Motors, India's largest
vehicle manufacturer, is located in Mumbai and is part of the Tata Group of
companies (Wikipedia Contributors, 2019b). Its global presence includes subsidiaries in the
United Kingdom and South Korea, as well as joint operations in South Africa and Thailand
(Tata Motors, 2023). Tata Motors, with distribution in over 125 countries, is a multinational
corporation formed by an expanding institutional environment. Similarly, Tata Group operates
in a variety of industries, including steel, IT solutions (Tata Consultancy Services), chemicals,
energy, hospitality (Taj Hotels), and airlines (Air India), while Tata Motors manufactures buses,
trucks, defense vehicles, and construction equipment.Despite this diversity, this thesis focuses

on BMW and Tata Motors' automotive SBUs, as these are the main activities most immediately
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impacted by sustainability concerns, particularly lowering emissions, electrification, and

logistics sustainability.

The choice of BMW and Tata Motors was deliberate and based on three solid reasons. First,
both companies are major players in the global automobile sector, with significant international
presences, making them ideal for researching transnational adaptation techniques. Second, they
come from different institutional contexts: Germany is a tightly coordinated market economy
that has robust formal institutions, codetermination mechanisms, and EU-level sustainability
directives, whereas India is an emerging market with hybrid governance frameworks,
institutional voids, and evolving enforcement capacity. Third, the companies' ownership and
governance structures differ: BMW is largely managed with structured corporate governance,
while Tata Motors is rooted in a family- and trust-oriented conglomerate structure, where
societal legitimacy as well as informal governance traditions exist along with market pressures.
These discrepancies provide fertile ground for investigating how institutional embeddedness

effects sustainability strategies.

At the same time, both firms have similarities that add to the value of the comparison. They are
part of the same industry, operate in overlapping global markets, are under increasing pressure
to electrify and achieve carbon neutrality, and are affected by transnational standards including
the United Nations Sustainable Development Goals (SDGs) and the Paris Agreement.
However, their reaction to these pressures are expected to vary due to disparities in home-
country institutions, management principles, and strategic orientations. For example,
Germany's coordinated market economy prioritizes stakeholder engagement and compliance-
driven sustainability, whereas India's liberalizing but relationship-based capitalism values

flexibility, adaptation, and hybridization (Hall and Soskice, 2001; Khanna and Palepu, 2010).

This contradiction emphasizes the concept of dual embeddedness: multinational firms are
formed by institutional imprints from their home countries while also adjusting to the
institutional demands of host countries (Meyer et al., 2011). BMW and Tata Motors
demonstrate how multinational corporations must integrate their local institutional logics with
varied worldwide contexts, overcoming obstacles like institutional distance, legitimacy gaps,
and competing stakeholder demands. In Germany, corporate governance and sustainability
reporting are extensively codified and anchored in EU legislation, but in India, company
behavior is frequently based on informal networks, charitable traditions, and developing

regulations.
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By contrasting these two firms, the study not only examines developed and emerging
institutional frameworks, but also emphasizes various models of capitalism, administration,
and organizational behavior. German multinational companies are often coordinated,
regulatory-driven, and stakeholder-inclusive, whereas Indian MNEs frequently depend on
family ownership, conglomerate frameworks, and adaptable flexibility. This discrepancy
demonstrates how institutional embeddedness influences strategy sustainability, making BMW

and Tata Motors excellent comparative instances for this study.

3.5 Data Analysis

The conceptual framework (Figure 4) guides the analysis, which follows a tight, deductive
process that connects context to action. BMW and Tata Motors' global footprints were first
mapped to determine exposure to different regulatory systems, and the countries of interest
were then placed in a stability-maturity matrix. The home-country baselines were produced by
comparing a brief benchmark of general sustainability standards for automobiles
manufacturers in Germany and India. Within CIT framework, the critical incident, a discrete,
time-stamped choice or implementation with organizational-level consequences for strategic
sustainability and a specific link to regulative, normative, or cognitive pressures, is identified
from secondary sources (2020-2025) and evaluated for materiality, institutional salience,
actionability, and verifiability. Retained incidents were coded for primary/secondary
institutional pillars and mapped to strategic responses (standardization, adaptation,
hybridization, or decoupling), with brief rationales and citations; validity was supported by

data triangulation. Incidents were then organized by quadrant (A-D) for case-specific analysis.

The Critical Incident Technique is particularly adapted to the goal of understanding what
corporations do under institutional pressure because it identifies observable, consequential
instances that are consistent with the framework's pillar-response logic. The known limitations
of secondary-source CIT, such as reporting lags, favorable framing, and absence of internal
trade-offs, were mitigated by implementing actionability and verification checks, triangulating
sources, separating symbolic from substantive shifts where evidence permitted, and using
quadrant positioning to avoid overgeneralization from single events. The technique does not
assert causality over the public record; rather, it provides a repeatable, context-aware account
of how and where enterprises standardize, adapt, hybridize, or, in rare cases, decouple in

response to changing institutional conditions.
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3.6 Data validity and reliability

All data sources were organized into an Excel Source Record (Appendix 5) (Data
Triangulation) and year-by-year logs. Company disclosures (integrated/annual, sustainability,
governance statements) were used first to ensure traceability to primary disclosures. Each item
was then assessed for inclusion on three criteria: (i) materiality (a specific decision, target,
rollout, or policy that affects strategy), (i1) institutional relevance (an apparent tie to regulative,
normative, or cognitive influences), and (iii) verifiability. Promotional or simply financial

products with no sustainability effects were excluded, unless required in an operational context.

To ensure validity, each incidence supported by firm records was cross-checked with at least
one independent source, such as regulatory texts (e.g., EU/UK/India rules), respectable
industry studies, or major news agencies, in order to establish chronology, scope, and
institutional mechanism. Appendix 5 (Data Triangulation) includes an Excel register that
records these crosschecks. A transparent correlation between incidents and sources, as well as
the use of the identical two-step coding process for each incident, ensured reliability. First, the
dominating institutional pillar (regulative, normative, and cognitive) was identified using the
relevant material. Second, the strategic reaction (standardization, adaptation, hybridization, or
decoupling) was allocated and supported using a one-to-two line reasoning. Each incident in
CIT Analysis (Appendix 3.4) refers to the specific documents in the Data triangulation and
source registry (Appendix 5), which includes document titles, dates, credibility, and relevant
remarks. This generates an audit trail enabling any reader to recreate the coding decision using
the underlying documents. Cross-validation was necessary, with each incidence supported by

the company declaration and at least one outside source (regulator or credible media/analyst).

3.7 Ethical considerations

Given that this study makes use of accessible secondary data, the danger of ethical breach is
low. Nonetheless, effort has been made to ensure that the information quoted is accurately
represented and that corporate messages are not misinterpreted. All sources are correctly
referenced according to the Harvard citation standard, assuring academic integrity and
openness. Sensitive or private information obtained from Refinitiv Eikon or business reports
was utilized purely for academic study and cross-checked with publicly accessible disclosures

to guarantee transparency and accuracy.
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3.8 Limitations

This study is limited to two multinational corporations and centers on their sustainability efforts
in specific home and host country settings. While this enables in-depth examination, it limits
the applicability of findings to the larger automobile sector. Another disadvantage is a lack of
original data (such as executive interviews). This decision was deliberate: the study prioritized
publicly available, reliable secondary data to promote transparency, replicability, and an
emphasis on documented business activities instead of self-reported perceptions. Primary
interviews could have increased interpretive depth, but they would also have posed access

1SSues.

4. Analysis and Findings

The analysis and conclusions chapters investigate how institutional variations among Germany
and India influence the sustainability policies of multinational companies (MNCs) in the
automotive industry, with a focus on BMW and Tata Motors. The chapter is organized to
progress from a descriptive mapping of global operations to a comparative and interpretative
synthesis of strategic sustainability approaches, with the Critical Incident Technique (CIT) as
key tool.

The first phase in this inquiry is to map the global automotive operations, sales areas, and
subsidiaries of both BMW and Tata Motors. This mapping goes beyond a descriptive overview,
highlighting how geographical dispersion, ownership structures, and institutional contexts
influence the two organizations' strategic sustainability decisions. BMW's extensive
production network in Germany indicates a strong alignment to EU-level regulatory and
normative structures, with compliance and accountability as key business imperatives. At the
same time, its joint ventures in China show how multinational corporations leverage host-
country partnerships to bridge institutional gaps and gain local legitimacy, especially in state-
driven policy frameworks. Operations in cost-sensitive areas such as Brazil, South Africa, and
India demonstrate hybridized techniques, with infrastructure and regulatory restrictions

necessitating more flexible sustainability adjustments.

Tata Motors, on the other hand, exemplifies how a leading emerging-market corporation deals
with dual embeddedness. Its broad network of operations across India demonstrates the
company's roots in a developing institutional environment, where gradual sustainability

transformations are fueled by changing regulations and cost-conscious consumers. Tata's
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acquisition of Jaguar Land Rover (JLR) brings the company into line with the mature
regulatory and normative frameworks of the United Kingdom and the European Union, where
sustainability is no longer optional but is imposed through transparency, emissions targets, and
stakeholder expectations. Meanwhile, Tata's CJLR joint venture in China demonstrates how it
uses host-country ties to gain institutional and resource capital while combining adhering to

market legitimacy in one of the world's most policy-driven automotive markets.

This descriptive-operational mapping additionally acts as the basis for the next study. By
determining where BMW and Tata operate and how they position themselves in relation to
institutional pressures, we can then examine "critical incidents" in their sustainability trajectory
(such as regulatory shocks, electrification milestones, or reporting innovations) and contrast
them to each other. The findings are thus organized in layers: (1) operational and institutional

mapping, (2) case-specific event analysis, and (3) cross-case comparative synthesis.

In doing so, the analysis not only considers how BMW and Tata Motors approach sustainability
differently, but also critically looks at the extent to which initiatives are compliance-driven or
strategically preemptive, symbolic or substantive, standardized or adaptable. Finally, this

layered method assures that the findings answer the study problem directly.

4.1 BMW’s Global Automobile Footprint (plants, sales hot-spots, subsidiaries)

BMW operates a large "local-for-local" network of automobile plants across four continents.
This facilitates risk hedging, tariff evasion, and speedier responsiveness to local regulations

(for example, emissions/BEV quotas).

Subsidiary / Plant | Country Description Strategic Relevance for
Sustainability
BMW Group Plant | Germany | Headquarters and Symbol of home-country
Munich key production hub | institutional imprint: aligns with
for premium vehicles | EU regulatory stringency, strong
labor participation, and advanced
sustainability reporting standards.
BMW Group Plant | Germany | Largest BMW plant, | Reflects integration of circular
Dingolfing producing high-end | economy practices and compliance-
models and EV driven innovation under German
components and EU frameworks.
BMW Brilliance China Joint venture Critical for EV expansion in
Automotive (JV production with world’s largest car market;
Plant Shenyang) Brilliance Auto institutional partnership ensures
access to subsidies, permits, and
government support.
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BMW USA BMW:’s largest Shows hybridization of global

Manufacturing Co., global plant, standards with adaptation to US

LLC (Spartanburg) specializing in SUVs | trade policies and emissions
requirements.

BMW (UK) United MINI production and | Example of institutional

Manufacturing Ltd. | Kingdom | RandD integration uncertainty during Brexit;

(Oxford and emphasizes supply-chain resilience

Swindon) and localized adaptation.

BMW do Brasil Brazil Local assembly plant | Operates in an emerging

Ltda. (Araquari for domestic market | institutional setting with weaker

Plant) enforcement; sustainability

initiatives more symbolic, but
offers learning for hybrid

approaches.
BMW India Pvt. India CKD (completely Reflects selective compliance with
Ltd. (Chennai Plant) knocked down) evolving sustainability regulations
assembly for in an institutionally less mature
domestic sales setting.
BMW South Africa | South Longstanding Combines local incentives with
(Rosslyn Plant) Africa export-focused global ESG standards; illustrates
production facility institutional arbitrage where home-

country sustainability logics guide
host-country operations.

BMW (San Luis Mexico Advanced plant with | Example of balancing cost

Potosi Plant) flexible production competitiveness with adherence to
global sustainability frameworks in
a mid-tier regulatory context.

Table 4: BMW Automobile Subsidiaries and Production Plants (BMWGroup, 2024)

Source: The Author.

This map of BMW's vehicle subsidiaries and production units shows how the company's global
strategy is heavily influenced by the simultaneous demands of home- and host-country
institutional environments. BMW 1is deeply rooted in established institutional frameworks in
advanced economies like Germany, the United Kingdom, and the United States, which require
significant sustainability integration, from rigorous carbon monitoring to worker
codetermination. Plants such as Munich and Dingolfing demonstrate how BMW's institutional

stamp is spread outside its home base through uniform compliance and innovation procedures.

In contrast, in emerging nations such as India, Brazil, and South Africa, institutional voids
including lax enforcement, fragmented regulatory frameworks, and infrastructure deficits force
BMW to take symbolic or hybrid methods. For example, the Chennai and Araquari facilities
demonstrate how global standards must be harmonized against cost constraints and market

practicality. This reflects Khanna and Palepu's (2010) concept of institutional voids while also
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reflecting Oliver's (1991) claim that corporations make strategic decisions, sometimes favoring

legitimacy over full compliance.

The BMW Birilliance joint venture in China is a noteworthy example of how institutional and
resource capital accessibility (Child and Marinova, 2014) influence corporate sustainability
strategy. BMW uses this state-backed coalition to comply with local industrial strategy while
also leveraging government subsidies, legislative fast-tracking, and legitimacy in the market
for electric vehicles. This implies that sustainability initiatives are more than just reactive
responses to institutional demands; they are also influenced by political ties, ownership

arrangements, and strategic alliances which offer preferential access to institutional capital.

Overall, BMW's global network exemplifies the interaction of institutional context and
corporate agency: in tightly controlled situations, the business innovates and conforms
substantively, whereas in less mature settings, it adapts pragmatically while retaining its home-
country identity. This results in diverse sustainability trajectories across markets, providing a
solid framework for comparison with Tata Motors, which follows a completely distinct home-

country institutional and ownership logic.

Region / Market Deliveries Insight
(examples)
China (largest single 793.5k units Justifies extensive BBA capacity; mostly
market) (2022) “for China” production.
USA 363.5k (2022) Spartanburg is a global X-hub; exports
mitigate dollar/euro swings.
Europe (incl. 878.5k (2022) Tight EU rules drive BEV/CSRD alignment
Germany/UK) and supplier diligence.

Table 5: BMW:’s strategic sales hot-spots (BMW Group, 2022)

Source: The Author.

BMW's largest markets are China, the United States, and Germany, while Europe and the
Americas provide volume stability. Understanding these demand centers helps explain why
plants are concentrated in Shenyang, Spartanburg, and Germany. Sales gravity influences plant
location and model mixture (e.g., X-models in the United States, long-wheelbase sedans/BEV's
(Battery Electric Vehicles) in China), closing the strategy-operations loop and establishing

local legitimacy.

Capability Location(s) Role in sustainability
strategy
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HYV battery / e-drive Dingolfing; Spartanburg; Shorter logistics; faster BEV

production Shenyang; ramp; embedded
Leipzig/Regensburg decarbonization.
(components)

Battery Cell Competence | Munich (BCCC), Parsdorf Quality/cost/ecology of cells;

Centres, Cell (CMCCOC) partner enablement; next-gen

Manufacturing BEV.
Competence Centre

Next-gen BEV

Debrecen pilot to Munich
network

Dedicated BEV platform to
architecture (“Neue systematize sustainability at
Klasse”) scale.

Table 6: Subsurface operations that enable “strategic sustainability”

Source: The Author.

Beyond final assembly, BMW has strategically located critical EV system and battery
capabilities near vehicle plants in Dingolfing (e-drives/HV batteries), Leipzig/Regensburg
(battery parts), Spartanburg (HV batteries), and Shenyang (HV batteries/components), as well
as two German competence centers. Co-locating cell/battery technology with vehicle plants
enables "local-for-local" (less embedded CO-, greater supply security), which goes beyond

mere compliance to capability-building as a strategy.

4.2 Tata Motors — Automobile Footprints

This table focuses on passenger vehicle operations for Tata Motors (India) and Jaguar Land
Rover. Commercial vehicle plants (e.g., trucks/buses) are excluded to maintain consistency

with the BMW automobile mapping.

Subsidiary / Plant | Country Description Strategic relevance for
(automobile- sustainability and legitimacy
focused)

Tata Motors — India Core passenger- Anchor of the home-country

Pune (Pimpri— vehicle imprint: enables rapid model

Chinchwad) manufacturing and refreshes and localization (incl.
engineering hub for safety upgrades, fuel-efficiency,
Tata-branded and EV variants) under evolving
cars/SUVs. Indian norms and BRSR/SEBI

reporting expectations.

Tata Motors — India Passenger-vehicle Platform for cost-sensitive

Sanand (Gujarat) plant (site acquired electrification: aligns with
from Ford); national EV policies (FAME-type
important for scaling | incentives, state-level support)
affordable EVs (e.g., | and builds social legitimacy via
Tiago EV) and accessible EV offerings.
compact ICE.
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Tata Passenger
Electric Mobility
(TPEM)

India

EV-focused
subsidiary (product,
software, charging
ecosystem
partnerships) for
Tata-branded cars.

Institutional answer to India’s
gradual EV transition:
concentrates EV capabilities
(suppliers/charging alliances),
enabling credible, stepwise
decarbonization.

Jaguar Land Rover | UK JLR vehicle assembly | Operates under UK/EU-grade

— Solihull (Range Rover/Range | environmental, safety and
Rover Sport and reporting regimes; pushes
others). substantive sustainability

practices (supply-chain due
diligence, lifecycle management).

Jaguar Land Rover | UK Vehicle assembly Key to JLR’s electrification pivot

— Halewood (historically (retooling, supplier transition)
Discovery under stringent UK
Sport/Evoque; disclosure/assurance norms-
transitioning for evidence of compliance-driven
future BEV lines). transformation.

Jaguar Land Rover | Slovakia | JLR assembly plant EU manufacturing base supports

— Nitra (e.g., Land Rover EU compliance on CO-/fleet
Defender). targets; strengthens regional

supplier due diligence under EU
expectations.

JLR Pune (CKD) | India CKD assembly of [lustrates dual embeddedness:
selected JLR models | high-standard EU/UK practices
for the Indian market. | adapted into an Indian

distribution/after-sales ecosystem
to protect premium legitimacy.

Chery Jaguar Land | China JLR JV with Chery Archetypal institutional bridge:

Rover (CJLR) — for local production; | JV ensures permissions,

Changshu (JV) critical access to the | incentives, and local supply-chain
Chinese premium access; allows JLR to adapt to
market. China’s industrial policy and

consumer expectations while
maintaining core global
standards.

Contract/Partner Austria/ | Select JLR models Capacity and technology

Manufacturing (as | others have been built via arbitrage without heavy fixed

applicable over
time)

contract
manufacturing (e.g.,
past Magna Steyr
programs) to add
flexibility.

investment; helps manage
emissions/fleet mix and meet
regional content rules.

Table 7: Tata Motors — Automobile Subsidiaries and Production Plants (cars/SUVs only)
(Tata Motors, 2023a; Tata Motors, 2023b)

Source: The Author.
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The mapping of Tata Motors' automobile businesses and production plants demonstrates the
group's structural duality: a local arm based in India and a global wing led by Jaguar Land
Rover. The Indian factories in Pune and Sanand remain crucial for Tata-branded passenger
vehicles, providing as the foundation for the company's domestic mark. These plants represent
the emerging institutional framework, in which changing laws, cost sensitivity, and rising
sustainability demands necessitate incremental innovation over drastic transformation. The
formation of Tata Passenger Electric Mobility (TPEM) is a significant institutional response,
indicating an attempt to combine electric vehicle (EV) activities and develop credibility in

accordance with government EV objectives.

Internationally, JLR's assembly factories in the United Kingdom and the European Union mark
Tata's debut into established institutional frameworks. Operations in Solihull, Halewood, and
Nitra are strongly integrated into surroundings marked by strong regulatory frameworks,
stringent reporting standards, and high stakeholder expectations. JLR has been compelled to
implement significant sustainability strategies, such as massive retooling for electrification,
sophisticated supply-chain evaluation, and lifecycle emissions minimization. In contrast, JLR's
CKD operations in India demonstrate hybridization-adopting high-standard global standards

while accommodating domestic infrastructure and consumer constraints.

The joint venture with Chery in China (CJLR) exemplifies how Tata uses institutional and
resource capital to obtain access to crucial host markets. The JV arrangement not only ensures
production rights and market validity, but it also allows for easier entry into subsidies and
embedded supplier networks. This dynamic demonstrates how strategic partnerships serve as
vehicles for bridging institutional gaps, particularly in politically sensitive or policy-driven

areas such as automobile electrification.

Overall, Tata's automobile subsidiaries and facilities demonstrate a range of sustainability
orientations: incremental, cost-conscious methods in India, compliance-driven and
transformative approaches in the UK/EU, adaptive hybrid models in China, and CKD units in
India. This demonstrates how the same MNC must always adapt to institutional complexity

while maintaining affordability, legitimacy, and technology innovation.

Region / What matters strategically Why it links to institutional context
Market (automobile)
India (Tata Largest PV base; leading in Emerging-economy norms: evolving
brand) affordable EVs and safety- regulations and strong price
upgraded mass models. sensitivity - “cost-credible”
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sustainability (accessibility +
incremental tech).
UK/EU (JLR) | Core premium markets with Mature regimes push substantive
stringent reporting/assurance sustainability (fleet CO2, Scope
and supply-chain due diligence. | disclosures, supplier audits,
circularity).
China (CJLR) | Premium growth market; local JV provides institutional and resource
production a must for volume capital (permits, incentives,
and policy alignment. embedded supplier networks)
required for legitimacy and scale.
Middle Selected premium demand Mix of fuel standards, consumer
East/US/Other | pockets for JLR. expectations, and policy
heterogeneity - careful portfolio/trim
localization.

Table 8: Tata’s strategic sales hot-spots

Source: The Author.

The distribution of Tata automotive sales across different markets underlines the importance of
institutional environments in shaping sustainability methods. Tata has a leading market position
in India's mass and entry-level EV markets, owing to its strategy of producing low-cost electric
vehicles like the Tiago EV. This illustrates an institutional compromise: while customers are
price-sensitive and regulatory enforcement is changing, Tata has gained credibility by
portraying EVs as accessible and socially useful, rather than premium or luxury items. Such
posture increases societal acceptance while raising doubts about whether the firm's

sustainability trajectory is largely symbolic or transitional in character.

In contrast, JLR's operations in the UK and EU subject Tata to rigorous sustainability
obligations. Sustainability in this context is defined by regulatory necessity as well as
reputational viability rather than market distinction. JLR is committed to sustainability
measures that integrate environmental and social responsibility throughout product
development and operations, including CSRD-style disclosure, fleet-level CO2 goals, and
supplier due diligence. These forces also act as a transfer mechanism, influencing Tata's group-

level sustainability rhetoric.

China is a unique scenario, with the CJLR joint venture allowing Tata to enter the world's
largest premium marketplace while negotiating an institutional environment driven by
industrial policy and government involvement. The JV structure provides access to local
legitimacy and subsidies, but it also limits Tata's autonomy, forcing it to closely coincide with

national policy targets such as EV development and local supply-chain integration. This
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suggests that Tata's China sustainability strategy focuses on policy compliance and institutional

negotiation rather than volunteer leadership.

Tata's sales map reveals asymmetry of institutional pressures throughout its portfolio. In India,
sustainability gains are framed around cost and accessibility; in European countries, they are
compliance-driven and transformative; and in China, they are highly influenced by government
collaboration and industrial policy. This supports the premise that Tata follows a complicated
sustainability logic, with its approaches altering dramatically based on the maturity, stability,

and goals of the host institutional environment.

4.3 Institutional Context Mapping (Political Stability and Institutional Maturity) with
MNCs’ strategies

Political
Stability /

Institutional
Maturity

High Institutional Maturity

Low Institutional Maturity

High Political
Stability

Quadrant A: USA, Canada,
Germany, UK, Austria,
Netherlands, Sweden, Australia,
Japan, South Korea (BMW plants
and strong markets in stable,
advanced economies with strict
automotive regulations).

Quadrant B: China (BMW
Brilliance JV, politically stable
under one-party system but lower
institutional maturity), South
Africa (plant in Rosslyn; stable
relative democracy but institutional
weaknesses).

Low Political
Stability

Quadrant C: Belgium
(historically low government
stability but strong institutional
maturity; key EU market),
potentially Italy (frequent political
turnover despite EU institutional
maturity).

Quadrant D: Sub-Saharan Africa
(outside South Africa; markets like
Nigeria where BMW sells but lacks
manufacturing presence, facing
low institutional maturity and weak
stability).

Table 9: BMW Automobile Operations Mapped to Political Stability and Institutional
Maturity (Rodrigues Framework) (Child and Marinova, 2014; Rodrigues, 2010)

Source: The Author.

1. Quadrant A (High Stability, High Maturity): BMW's strategic activities in Germany, the
United States, the United Kingdom, Japan, and South Korea are located in Quadrant A,
which is characterized by high stability and maturity. These settings drive BMW's
standardized compliance and strategic sustainability leadership (for example, carbon
neutrality targets and EV development). Strong rule of law and regulatory convergence (e.g.,

EU Green Deal, US EPA standards) decrease institutional uncertainty while increasing
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compliance costs. BMW uses its size and technological expertise to convert these pressures
into a competitive advantage.

2. Quadrant B (High Stability, Low Maturity): China and South Africa are ideal choices.
BMW Birilliance in China demonstrates how corporations use government ties and industrial
policy convergence (EV subsidies, localization) to acquire legitimacy and access despite
low institutional maturity. Similarly, in South Africa, BMW has infrastructure and
enforcement deficiencies that frequently necessitate symbolic or hybrid CSR/sustainability
efforts to maintain legitimacy.

3. Quadrant C (Low Stability, High Maturity): markets such as Belgium and Italy face a
paradox; sophisticated institutions (legal and regulatory), yet political turnover leads to
unpredictability regarding industrial policy direction. For BMW, this necessitates consistent
compliance with EU-level governance mechanisms, which help to mitigate national-level
uncertainty. It demonstrates that institutional maturity can occasionally outweigh political
uncertainty in defining MNC strategy.

4. Quadrant D (Low Stability, Low Maturity): Although BMW does not have operations in
Sub-Saharan Africa, it does sell high-end cars in markets such as Nigeria. These
circumstances highlight institutional gaps (poor contract enforcement, corruption, and
unstable government) that impede full-scale sustainability integration. BMW takes a
market-presence-only strategy here, emphasizing sales and distribution and avoiding

significant investment.

This mapping demonstrates how BMW's sustainability playbook is dependent on host-country
institutional traits: Quadrant A promotes global best-practice standardization; Quadrant B
encourages political/industrial policy alignment and hybridization; Quadrant C uses EU-level
buffer to ride out national politics; and Quadrant D advocates market-presence-only techniques
to avoid lock-in. The pattern is consistent with research that suggests that the accessibility of
institutional and resource capital is unequal and potentially formative. The triangulation of EU
policy (Green Deal/CSRD), US emissions regulation, Chinese NEV industrial policy,
governance indicators (WGI), and corruption risk (CPI) increases the classification's external

validity.

Political Stability /
Institutional High Institutional Maturity Low Institutional Maturity
Maturity
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Quadrant A - United Kingdom | Quadrant B - China (CJLR
(Jaguar Land Rover HQ and joint venture with Chery):

plants): Mature EU/UK state-backed industrial policy
regulatory systems (e.g., CSRD, | with specific national aims;
fleet-level CO: rules)- Strong local execution and enforcement
rule of law and governance- varies; strategy aligns with
Sustainability is compliance- incentives/credits. South Africa
driven and transformative. (CKD assembly, joint
High Political Slovakia (JLR Nitra Plant)- ventures): Political stability
Stability Stable EU environment, relatively high- Institutional
embedded in single-market maturity weaker (gaps in
norms- Institutional frameworks | enforcement, infrastructure)-
enforce high sustainability Pushes Tata toward hybrid
standards. sustainability, blending
South Korea also stands in this compl%a nee with adaptive cost
strategies.
segment.
Other countries in this segment:
Thailand and Indonesia.
Quadrant C - Italy (Turin Quadrant D - India (Domestic
Design Studio): High operations and EV arm

institutional maturity inside the | TPEM): Lower institutional
EU legal/regulatory framework; | maturity (regulatory
Tata Motors has a design studio | enforcement patchy,

Low Political in Turin dedicated to future infrastructure gaps)- Political
Stability mobility (autonomous, stability relative but governance
connected, electrified). Political | less predictable- Sustainability
turnover increases time and strategy affordability-driven,
execution risk; corporations incremental, framed as social
adhere to EU standards while legitimacy rather than systemic
hedging nationally. transformation

Table 10: Tata Automobile Operations Mapped to Political Stability and Institutional
Maturity (Rodrigues Framework) (Child and Marinova, 2014; Rodrigues, 2010)

Source: The Author.

1. Quadrant A (High Stability, High Maturity): Sustainability is rooted in long-standing,
codified regimes at JLR (Tata Motors' UK subsidiary). mandatory TCFD-aligned climate
disclosures (beginning with accounting periods on April 6, 2022) and Streamlined Energy
and Carbon Reporting (SECR) requirements, which work together to increase disclosure
depth and board governance. JLR's "Reimagine" strategy includes a net-zero aim for goods,
operations, and the supply network by 2039. JLR Nitra works in Slovakia within the EU's
harmonised legislation (e.g., CSRD for EU-based firms) and plans to begin EV

manufacturing this decade; according to JLR, Nitra uses 100% sustainable electricity and
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zero landfill operations, strengthening plant-level decarbonisation. These environments
minimize policy ambiguity and improve compliance standards, thus Tata's sustainability
strategy is both compliance-driven and transformative.

2. Quadrant B (High Stability, Low Maturity): Tata Motors operates in policy-stable but
execution-uncertain environments through its CJLR joint venture with Chery in China and
light-asset commercial-vehicle ventures with Tata Africa in Rosslyn and Pretoria, where top-
down instruments such as NEV credit mandates, localization rules, targeted subsidies, and
evolving EV roadmaps shape strategic choices while enforcement and infrastructure quality
vary by location and over time. In both contexts, Tata pursues policy-aligned hybridization:
it localizes products and supply chains to satisfy credit and local-content thresholds,
prioritizes affordability and manufacturability, phases facility-level decarbonization in line
with grid reliability and supplier readiness; in South Africa, this is reinforced by deliberately
light-asset footprint to manage chronic power constraints and shifting policy details, while
both markets reputational risk is contained.

3. Quadrant C (Low Stability, High Maturity): Tata's Turin design studio creates
breakthrough concepts for self-driving, connected, and electric cars inside a very mature EU
legal framework. The strategic stance combines buffering standardisation with risk-hedging:
product and process norms adhere to EU standards, but investment pacing and project
portfolios are arranged to account for political turnover and budgetary volatility. Knowledge
developed in Turin can spread throughout the group, raising design/process foundations in
other areas (including India) without necessitating significant production commitments in
Italy.

4. Quadrant D (Low Stability, Low Maturity): Tata's domestic EV subsidiary (TPEM) and
the TPG Rise Climate investment demonstrate capability development in the face of
institutional voids such as price-sensitive demand, unequal enforcement, and infrastructure
deficiencies. FAME-II incentives support affordability-first electrification, whereas public
charging is expanding from a modest starting point (tens of thousands of stations by the end
of 2024, rising but still insufficient for demand). This encourages Tata to prioritize gradual,
affordable sustainability, market development and legitimacy (accessibility, localization)

over quick system-wide reform.

This quadrant mapping demonstrates that Tata's sustainability strategy is shaped by host-
country institutional circumstances rather than being imposed as a standardized worldwide

template. In Quadrant A, deep and codified regimes (TCFD/SECR and CSRD for EU-based
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organizations) paired with JLR's net-zero trajectory enable compliance-driven reform in
governance, reporting, and manufacturing operations (e.g., UK and Slovakia/Nitra). In
Quadrant B, both China and South Africa show policy stability but lower institutional maturity:
in China, a policy-engineered EV framework (NEV credit mandates, localization rules, targeted
subsidies) governs strategy while local enforcement differs; in South Africa, persistent
infrastructure constraints and developing EV policy frameworks lead to hybridisation and
legitimacy-seeking via verifiable CSR, local capability building, and a light-asset footprint.
Quadrant C is represented by Italy, where Tata's Turin design studio operates in a mature EU
legal context but is subject to frequent political turnover; here, the approach is buffered
standardisation with risk-hedging since sophisticated design and engineering knowledge
spreads across the group. Quadrant D retains India, where affordability logic, government
subsidies (e.g., FAME-II), and still-developing charging facilities promote incremental,

accessibility-first routes based on capability building (e.g., TPEM).

These discrepancies highlight the uneven distribution of institutional and resource
endowments, as well as the need for enterprises to bargain over local rules, alliances, and
governmental instruments rather of relying on a single global pattern. The mapping is backed
by triangulation across disclosure regulations (TCFD/SECR and CSRD), joint-venture and
facility evidence (CJLR, Nitra, and Turin studio), and national EV policy and infrastructure
data (India and South Africa), which strengthens the classification's external validity and

provides context for the observed strategy choices.

4.4 Comparison of the Generic Sustainability Requirements and Standards for

Automakers in Germany (BMW’s Home) Vs India (Tata’s Home)

This table compares the main sustainability regulations and standards that apply to automotive
firms in Germany and India as of 2025. It integrates corporate reporting, supply-chain due
diligence, fleet CO. and pollutant regulations, battery regulation, carbon pricing, border
modifications, circularity/EPR frameworks, and EV incentive programs. Displaying the two
jurisdictions in juxtaposition clarifies the formal requirements that drive business governance,
product compliance, procurement procedures, and transparency, as well as providing a clear

legislative baseline for the subsequent studies in this chapter.

Domain Germany India
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Corporate
sustainability
reporting

CSRD applies from FY 2024 for
first cohort; ESRS standards;
scope expands over 2025-2028.
Reports published in 2025 for
FY2024 (European Commission,
2023b).

SEBI BRSR mandatory for top
1,000 listed entities; BRSR Core
adds limited assurance and value-
chain KPIs per 2023 circular
(phased) (SEBI, 2021).

Supply-chain due
diligence (human

Germany LKSG (Supply Chain
Due Diligence Act): risk

No LkSG-equivalent statute;
disclosure via BRSR (policy/KPI

rights and management, based). Sectoral EPR/producer
environment) preventive/remedial measures, obligations exist (see waste rows)
complaints mechanism, annual (SEBI, 2021).
report; EU-level CSDDD
incoming (Federal Ministry of
Labour and Social Affairs, 2021).
Fleet CO: Tightening fleet targets to 2030 CAFE norms under Energy
standards (new and 0 g COz/km from 2035 Conservation Act: corporate
cars/vans) (100% reduction); penalties for average fuel-efficiency/CO-
non-compliance (European targets for passenger vehicles
Commission, 2019). (<3.5T GVW); Phase-II in force
(UDIT, 2017).
Pollutant Euro 7 adopted (2024): pollutant | Bharat Stage VI (BS-VI) (not
emissions (type limits + battery durability for shown above, but current national
approval) EVs; staged application by standard) alongside CAFE. (UN

vehicle category (European
Council, 2024a).

Environment Programme, 2025)

Battery rules
(design, labeling,
due diligence,
recycling)

EU Battery Regulation
(2023/1542) in force (Feb 2024):
sustainability and safety
requirements,
removability/replaceability,
recycled content, due diligence,
digital battery passport (phased)
(European Commission, 2023a).

Battery Waste Management
Rules (2022 — updated 2023-
2025) with EPR obligations on
producers/importers; CPCB
oversight and portal (MINISTRY
OF NEW AND RENEWABLE
ENERGY, 2022).

Carbon pricing /
emissions trading

EU ETS + German national
ETS (nEHS/BEHG) for fuels
(heating/transport); fixed price
path to 2025, auctioning from
2026; carbon-leakage measures
(Federal Environment Ministry,
2021).

Carbon Credit Trading Scheme
(CCTS) 2023 notified; Indian
Carbon Market framework being
operationalized, with sector
targets rolling out (BEE India,
2023).

Border carbon

CBAM transitional reporting

Indian exporters of CBAM-

pricing 2023-2025; charges from 2026 | covered inputs (e.g.,

(impacting for steel, aluminium, cement, steel/aluminium) face EU

imports/exports) | fertilizers, electricity, hydrogen, | reporting now and cost exposure
etc.; further simplification under | post-2025. (Same CBAM regime
discussion (European as at left.) (International Trade
Commission, 2025a). Administration, 2024).

Product EU ELV framework (under Vehicle Scrappage Policy (2021

stewardship / update), type-approval and rules) for Registered Vehicle

circularity general safety regs, packaging | Scrapping Facilities; incentives
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(vehicles and and other EPR regimes at via “Certificate of Deposit” and

materials) EU/German level; growing state adoption (Ministry of Road
contracts for low-carbon steel Transport and Highways, 2025).
(European Union, 2024).

Plastic and tyres | Packaging EPR under Plastic Waste Mgmt. Rules with

EPR (selected) EU/German law (Wilhelm and EPR (2022 — amended
Wilhelm, 2025). 2023/2024); Waste Tyre EPR

(2022) with CPCB portal and
targets (Ministry of Environment,
Forest and Climate Change,
2016).

EV incentives Member-state level (Germany’s FAME II (historic) and EMPS-
(demand-side) programs vary over time) + EU 2024 (Apr—Sep 2024) for
funding instruments (European 2W/3W; PM E-DRIVE scheme
Commission, 2025b). (10,900 cr, 2024-26; reported
extension to 2028) supports
buses/trucks/charging/testing
(Ministry of Heavy Industries,
2024).

Table 11: Sustainability Requirements and Standards for Automakers in Germany and India
(BMW's and Tata's Home country context)

Source: The Author.

The concept contends that multinational corporations must tailor their strategic sustainability
to the institutional contexts of both home and host nations. This table backs that claim by
demonstrating how different home-country regimes create different starting points and paths
for strategy: in Germany, dense auditing and due-diligence structures, carbon pricing, and
product regulations tend to hardwire comprehensive controls and supplier expectations; in
India, transparency via BRSR/BRSR Core, producer-responsibility commitments, CAFE/BS-
VI standards, and specific EV programs highlight affordability, ecosystem building, These
contrasts assist in understanding observed corporate choices, like disclosure of depth, supply-
chain initiatives, technology guidelines, localization, and investment pacing, as context-
appropriate responses, and they serve as an outline for the chapter's findings on how firms

adjust governance and operations when operating in both environments.

4.5 CIT Analysis of BMW's Strategic Sustainability Responses (2020-2025)

The tables in Appendix 2 (Table 12 to 15) applies the CIT classification method to important
episodes in BMW's recent history, demonstrating the interplay of institutional pressures and

strategic decisions.

BMW's significant incidents from 2020 to 2025 indicate a persistent trend of proactive

standardization rooted in its European domestic regime and bolstered by internal capabilities.
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The commitment to the EU Green Deal, as well as the incorporation of CSRD-grade disclosure
tools, reflect a conscious decision to establish the group's baseline regulations as the strictest
accessible. This is more than just conformity: BMW uses its depth in RandD, funding, and
process supervision to translate oppressive regulatory constraints into company-wide operating
standards. The global transition to 100 percent renewable electricity for facilities, combined
with Scope 1-2 neutralization beginning in 2021, is typical of codifying a universal energy code
that protects production from carbon-cost instability. The Neue Klasse platform goes a step
further, indicating a cognitive conviction that circular, electric, and digital designs will be the
locus of future premium competitiveness; regulation serves as a foundation, while circularity-
by-design, secondary elements, and digitalization become innovation-centric standardization

levers.

At the same time, the event set reveals that BMW's standardization is selectively adaptive, with
host-country instruments considerably influencing access or costs. Spartanburg's battery and
EV investments demonstrate focused adaptation inside a standardized core: local-content
restrictions and IRA incentives are met via supply localization and capacity expansion, while
global product and quality standards remain unchanged. This balancing action, international
uniformity of ambition with host-specific optimization,shows a sophisticated interpretation of
regulatory incentives and supply-risk hedging in high-stability marketplaces. In contrast, the
2021 EU antitrust resolution emphasizes the disciplinary edge of the regulatory pillar. BMW's
response, fine payment, restoration, and Compliance Management System reinforcement,
demonstrates a reactive, incident-driven adaptation that increases governance while without

detracting from the overall sustainability trajectory.

Trends vary systematically throughout host configurations. In Quadrant B environments, such
as China and South Africa, which are politically stable but have lesser institutional maturity,
BMW combines policy-oriented adaptation with hybridization. In China, the company
integrates product development and localization with NEV credit regulations and local-content
rules, while also synchronizing supplier onboarding along with battery-mineral tracking to
reconcile global due diligence expectations with unequal local implementation. In South
Africa, recurrent load-shedding and infrastructural restrictions prompt energy-resilience
solutions and cost-effective abatement initially, followed by an intentionally light-asset
posture. In both cases, verifiable CSR with certified KPIs poses reputational risk in areas where
administrative capability is unreliable, an explicitly normative complement to regulatory

compliance and cognitive reliability rationale.
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BMW uses buffered standardization in Quadrant C markets such as Belgium and, on occasion,
Italy. The corporation bases its operations on supranational EU frameworks, CSRD, type-
approval, and the Battery Regulation, to ensure that national political change influences timing
rather than direction. Compliance mechanisms such as battery passports,
removability/replaceability, and dealer/service paperwork are being tried and scaled here, with
the goal of reducing future transition risk through the use of mature legal infrastructure.
Contract design, supplier SLAs, and incentive-sensitive distribution enable risk hedging
without fragmenting platforms, demonstrating cognitive risk management stacked on top of

regulatory anchoring.

BMW uses exposure-lite adaptation in markets with low stability and maturity, such as
Quadrant D markets outside of South Africa. Distribution-led presence, better dealer due
diligence and HSE training, remote diagnostics to retain quality, and cautious, auditable claims
all help to maintain brand integrity while avoiding irreversible investments in uncertain
markets. A permanent "decoupling screen" limits outward messaging until systems for
measurement and third-party assurances can credibly back larger sustainability narratives.
These decisions demonstrate how the firm maintains core standards while adjusting go-to-

market and assurance methods to institutional voids.

Supply-chain decarbonization efforts, such as contracts for low-carbon/green steel and stricter
supplier CO: gates, start in the EU and spread as supplier readiness improves. Normative
investor/NGO pressure, regulatory foresight (e.g., CBAM-linked cost sensitivity), and
cognitive lifespan economics all work together to shift attention away from the product and
toward the process, thereby incorporating emissions criteria into procurement. The overarching
theme throughout the incident portfolio is clear: BMW employs a "standardize high, adapt
smart" strategy. Strong home-country institutions lay the groundwork for significant standards
and innovation, while carefully planned adaptations in host countries capitalize on incentives,
handle infrastructure circumstances, and hedge policy risk through proof of strategic agency

working within and across multi-level institutional constraints.

4.6 CIT Analysis of Tata Motors' Strategic Sustainability Responses (2020-2025)

The application of the CIT paradigm to Tata Motors in Appendix 3 (Table 16 to 19) reveals a

distinctive set of strategic responses, formed by its unique institutional origins.

Tata Motors' strategy sustainability characteristic is best understood as contextual hybridization

inside its Indian home environment. The Critical Incident Technique (CIT) data demonstrates
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a firm purposefully blending global sustainability trends with very localized remedies
appropriate for an emerging-economy context characterized by institutional voids and extreme
price sensitivity. The Tiago EV demonstrates this logic: rather than pursuing technological
prestige, Tata focused on accessibility and market development, combining worldwide EV
technology with cost-effective engineering and targeted policy assistance. This is a deliberate
decision to design sustainability around developmental necessities,price, infrastructural limits,
and capability development, rather than considering sustainability as a compliance-driven

exercise.

Within India (Quadrant D), the pattern is consistent across incidents. The SBTi commitment
shows normative agreement with global standards, but its substantive value is determined by
how targets are integrated into operations,hence the necessity of organizational moves such as
establishing Tata Passenger Electric Mobility (TPEM) and drawing external climate funding.
These decisions increase execution capability for the EV changeover while preserving
flexibility in an environment wherein enforcement can be spotty and infrastructure
inconsistent. Domestic transparency (BRSR/BRSR-Core) and EPR regulations for batteries
and tyres have encouraged the company to establish formal data systems and value-chain
controls, but the overall strategy remains phased: ecosystem collaborations for charging and
supplier upgrading are being implemented in tandem with grid readiness and demand growth.
The pillar-reaction mapping is constant across these incidents: cognitive framing centered on
affordability and manufacturability, selected use of domestic regulatory instruments, and a

hybridization approach that preserves strategic flexibility.

A contrasting scenario emerges in high-maturity nations (Quadrant A), where Jaguar Land
Rover operates. Sustainability in this context is both regulated and transformational. The
Reimagine strategy aims to achieve net-zero emissions across products, operations, and supply
chains; TCFD/SECR integration incorporates climate risk into governance; the Nitra plant's
100% renewable electricity and zero-to-landfill operations institutionalize operational
requirements; and CSRD-ready processes and Scope-3 data models pave the way for assured,
comparable reporting. Low-carbon material procurement playbooks increase supplier
requirements. These occurrences demonstrate a largely regulative-normative pillar
configuration and a standardization reaction: when rules are dense, predictable, and enforced,
Tata (via JLR) establishes high standards and embeds them in governance, procurement, and

product processes.
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Tata operates in policy-stable but less mature countries like China and South Africa (Quadrant
B), where state mechanisms shape decisions and on-the-ground execution differs. The
company's joint venture in China, CJLR, aligns goods and sourcing with NEV credit standards,
localization laws, and targeted incentives, while staging onboarding of suppliers and mineral
tracking to bridge global due diligence criteria with local capabilities. In South Africa, chronic
grid shortages and shifting EV policy frameworks need energy-resilience solutions, cost-
effective abatement, and a low industrial footprint. In both cases, verified CSR with audited
KPIs assists in managing reputational risk when administrative capability is inconsistent. The
most common solution is policy-aligned hybridization or adaptation, localization to fulfill

access and cost instruments, but maintain a standardized core to avoid fragmentation.

The Turin design firm in Italy (Quadrant C) introduces a complementary technique, buffered
standardization and risk-hedging. Operating within a mature EU legal framework but seeing
frequent political turnover, the studio incorporates EU-aligned compliance (for example,
Battery Regulation design criteria for removability/replaceability) within upstream design
while sequencing portfolios of projects to minimize scheduling and budget risk. Knowledge
developed in Turin,design toolkits, processes templates,disseminates to other locations without

significant local capital commitments, eventually raising baselines throughout the group.

Taken together, these tendencies suggest a complicated dualism within Tata Motors. The home-
country imprint enables hybridization tailored to developmental needs, while subsidiaries
established in strong regimes (JLR in the UK/EU) impose a normative and regulatory pressure
toward standardization,a "pull-up" effect seen in disclosure extent, supplier standards, and
design practices. Organizational entrepreneurship, particularly the development of TPEM,
serves as a bridging device, translating external signals (investor demands, regulatory
incentives) into internal skills that can enable future convergence. At the same time, exogenous,
strong requirements like CBAM highlight the limits of hybridity in interlinked value chains:
when the penalty of non-alignment becomes significant, strategies concentrate on adaptation

and supplier decarbonization, regardless of home-market constraints.

Importantly, the evidence does not support a systematic decoupling of talk and action between
2020 and 2025, but the risk is inherently higher in lower-maturity environments. The
occurrences highlight the company's use of auditable KPIs, third-party assurances for CSR,
phased supplier qualification, and gradual ecosystem building as practical precautions. Overall,

the CIT findings demonstrate how Tata adapts its strategic sustainability in various settings:
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standardize where institutions can maintain it, hybridize where policy dictates but practice lags,
and adapt gradually where institutions are thin,all while using subsidiary impacts and

organizational design to ratchet capacities upward over time.

5. Discussion

The thesis makes a context-centric argument that multinational corporations construct strategic
sustainability through processes that are systematically impacted by the interplay of their
home-country imprint with the institutional characteristics of host countries. This viewpoint is
based on institutional theory and responds to the literature's longstanding plea to take context
seriously. As Whetten observed, the impact of contextual effects is frequently underestimated;
similarly, studies on institutional distance (Kostova and Zaheer, 1999), institutional voids
(Khanna and Palepu, 2010), and strategic reactions to institutional pressures (Oliver, 1991;
DiMaggio and Powell, 1983) suggests that firms do not carry a single sustainability model
everywhere, but rather adapt it to the rules, norms, and shared beliefs they encounter. The thesis
uses evidence from BMW and Tata Motors to demonstrate that strategic sustainability changes
predictably throughout host settings if the home imprint and host circumstances are clarified,
and that subsidiaries rooted in stronger regimes can transfer greater standards back into the
group. Appendix 4, Table 20 condenses this contribution into decision-making aid: for each
category of host setting, it connects government relations, evaluated institutional distance,
default reaction patterns, organizational levers, and safety measures, transforming the literature

into usable advice.

Figure 4 depicted an a priori, literature-driven conceptual framework that showed how
institutional context (home and host) influences company features and strategic responses.
Outcomes are not stated at this step to avoid over-specification before analysis; they are
introduced only in the a posteriori framework (Figure 5). Following the footprint mapping,
country-rule comparison, and CIT analysis, the empirical patterns necessitated three
improvements, which collectively comprise Figure 5, the a posteriori integrative framework.
First, the path from context to response consistently included an explicit context appraisal
stage, which managers actually execute, evaluating institutional distance, quadrant placement
(Based on Institutional maturity and political stability), and government-relations access prior
to choosing a response. Second, responses were not merely binary; the data showed decision
rules that link response types (standardise/adapt/hybridise/decouple) to specific organizational

levers (procurement clauses, disclosure architectures, supplier upgrading, JV governance,
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asset-light footprints). Third, cross-case occurrences demonstrated transnational legislative
pull (e.g., CSRD, CBAM) and subsidiary inputs to the parent, which Figure 5 explicitly depicts
as pathways that re-set baselines over time. Figure 5 expands on the a priori framework by

making outcomes apparent (legitimacy, market access, and competitive positioning).

Figure 5 (i) re-specifies institutional distance as a host-referenced, neutral measure that can be
applied to any firm in any setting; (ii) inserts a formal context-appraisal node that converts
country features into actionable categories; (ii1) binds responses to instruments, demonstrating
how standardisation, adaptation, and hybridization are implemented (e.g., battery-passport data
systems; low-carbon steel contracts; IRA-aligned local content); These elements emerge

directly from the coded incidents and hence represent the a posteriori contribution.

Institutional Context Strategic Sustainability Outcome
Home-Host Responses -
( ) P s Legitimacy and market access
* Policy and enforcement > *  Standardise/Adapt/Hybridise [—®|® Competitive positioning
regimes (e.g., Reporting, e Shaped by home imprint, ¢ MNC’s gl.ohal susta.mablhty
CBAM) capabilities, subsidiary approach is a neg.otlated
* Host stability and maturity embedding balance between its home

imprint and the demands of its
various host environments

Context Appraisal

+ Institutional Distance (Low-High)
* Quadrant Classification
* Government Relation and access

Figure 5: The a posteriori framework
Source: The Author.

Based on these findings, the posteriori framework (Figure 5) demonstrates that enterprises first
assess context, which includes institutional distance, quadrant placement, and government-
relations access, before selecting response logics with corresponding levers. When distance is
low in stable, mature regimes, corporations rationally standardize and lead, hardwiring strict
standards into group governance and procurement. Firms undertake policy-aligned
hybridisation when distance is medium-high in stable but less mature regimes, localising to
incentives while maintaining fundamental standards and verifiability. In volatile but mature
regimes, they use transnational anchoring and contractual hedging to mitigate standardization.
In unstable, low-maturity environments, they choose asset-light and gradual approaches,
requiring minimum international thresholds and auditable claims. Across categories,
transnational instruments (e.g., CSRD/CBAM) and powerful subsidiaries function as upward-

pull mechanisms, resetting group baselines, an impact highlighted in Figure 5.
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Taken together, the a posteriori framework converts context knowledge into repeatable
decision guidelines: diagnose the context, select the response logic, deploy the appropriate
options, and monitor transnational/subsidiary input that may elevate the baseline. The
managerial ramifications are clear. Firms anchored in tough home regimes can maintain a
leadership position if they hardwire it into procurement regulations, compliance information
systems, and company-wide CMS, and if they maintain the ability to localize selectively when
incentives or infrastructure allow. Firms in emerging environments should see hybridization as
a transitory path along with competence development, investment in transparency
infrastructures, supplier accountability, ecosystem collaborations, and specialized subsidiaries,
so convergence to greater standards becomes achievable over time. In all circumstances, the
right combination of standardization, adaptation, and hybridization needs to be selected with
explicit reference to the measured institutional distance in each host setting, utilizing the levers

and protections outlined in Appendix 4, Table 20.

There are also policy implications additionally. Where governments want to attract high-
quality investment and accelerate decarbonization, the design of mechanisms and the
credibility of enforcement are as important as ambition. Supranational coherence, measurable
standards, and solid assurance minimize the value of delay while making leadership techniques
scalable, whereas fragmented or volatile frameworks encourage hedging and incrementalism.
Performance-based requirements with verification accelerate procurement of raw materials

such as steel and batteries compared to volunteer guidance.

The analysis has limitations. The observation period is limited to 2020-2025 and two
enterprises in one sector, and relying on secondary data may underestimate internal trade-offs,
unrealized possibilities, or unfavorable cases. The Critical Incident Technique is excellent at
identifying crucial occurrences, but it is not intended to assess causal impacts on emissions or
financial results. These limits were addressed through actionability and verifiability
evaluations, triangulation, and supervisory checks, but they are still intrinsic. Alternative
methods like multi-company panels with quantitative results, interviews and process tracking
within key initiatives, or natural experiments centered on policy changes, would supplement
the current account. Different theoretical perspectives such as dynamic capabilities, resource
collaboration, or behavioral strategy, may also reveal why companies overreact or underreact

to similar institutional inputs and how learning reshapes response repertoires over time.
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Even with these limitations, the thesis illustrates that an incident-based (CIT), institutionally
embedded approach may combine literature and practice to provide a cohesive account of how
multinational corporations achieve strategic sustainability. The conceptual framework outlined
the process from footprint mapping to context category, from home-standard benchmarking to
incident classification and quadrant analysis, and the results show that firms that can set
rigorous internal baselines in which institutions support them, translate policy tools into local
architectures where institutions emergent, and use organizational design to distribute.
Appendix 4, Table 20 is meant to serve as a portable formulation of that logic for both

researchers and practitioners.

6. Conclusion

This thesis aimed to study the critical role of institutional environments in shaping
multinational firms' strategic sustainability decisions. By doing a comparative analysis of
BMW and Tata Motors, the study provides compelling evidence that a company's approach to
sustainability is profoundly influenced by the institutional contexts in which it is embedded
and operates. The main argument in this thesis, and its primary contribution, is that a
multinational corporation's strategic sustainability posture is a dynamic synthesis, constantly
negotiated between the long-term institutional imprint of its home country and the complicated
often conflicting, pressures of its diverse host-country settings. This contextual sensitivity
demonstrates that there is no generic "best" sustainability strategy; rather, the most effective
approach is determined by a firm's specific institutional footprint, necessitating a customized

portfolio of responses ranging from proactive standardization to contextual hybridization.

Looking ahead, the findings of this thesis open up various opportunities for further research,
especially in light of the growing paradigm of Industry 5.0. This new industrial perspective,
which emphasizes human-centeredness, sustainability, and resilience, adds a new level of
institutional complexity. Future research could be useful in understanding how the institutional
forces observed in this study relate to the basic tenets in Industry 5.0. For example, how do
national institutions influence a multinational corporation's adoption of human-centered Al and
cobot (cooperative robot) technologies in its worldwide production network, and how does this
relate to the company's sustainability objectives? Furthermore, as Industry 5.0 promotes a more
resilient and adaptable industrial base, research is required to understand how multinational
corporations adapt their worldwide supply chains according to this new normative pressure,

and whether or not this leads to a "re-shoring" tendency that alters traditional home-host
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country patterns. Finally, MNCs' political methods in building the institutions that will regulate
Industry 5.0, like the ethics of data, Al governance, and circular economy standards, present an
important field for future research. In essence, the institutional viewpoint developed in this
thesis serves as a solid foundation for comprehending how multinational corporations will
overcome the upcoming wave of industrial transformation, in which innovation, social

sustainability, and institutional adjustment are inextricably linked.
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Appendix 2

CIT analysis of BMW in (Quadrant A) Host countries - High Political Stability, High Institutional Maturity

(USA, Canada, Germany, UK, Austria, Netherlands, Sweden, Australia, Japan, South Korea)

Year

Critical Incident
Description

Institutional Pillar

Strategic Response

Rationale and Evidence

2020

Public commitment to
EU Green Deal and
climate-neutrality by
2050 with 2030 interim
targets.

Regulative (Primary),
Normative (Secondary): Direct
response to EU policy trajectory
and stakeholder expectations for
climate leadership.

Standardization
(Substantive): Set the most
stringent (EU) bar as the global
baseline for the group.

Cites EU frameworks explicitly;
signals intent to standardize ambition
across regions and mobilize
RandD/finance to deliver. (BMW
Group, 2020)

2020

100% renewable
electricity achieved for
global plants; Scope 1—
2 neutralization from
2021.

Regulative (Primary),
Cognitive (Secondary):
Anticipates carbon-pricing/ETS
exposure and embeds an
efficiency/risk-mitigation logic.

Standardization (Global
Operating Standard):
Uniform energy sourcing rules
irrespective of local stringency.

Future-proofs production against
carbon costs; frames energy
discipline as operational risk control,
not mere compliance. (BMW Group,
2021)

2021

‘Neue Klasse’ platform
announced with
circularity-by-design
and digital/EV focus.

Cognitive (Primary),
Regulative (EU CQO2)
(Secondary): Belief that
competitiveness hinges on
circular/electric/digital mobility
within tightening targets.

Standardization (with
Innovation): Reorient core
product development around a
global sustainable standard.

Goes beyond minimum compliance;
locks circularity into architectures
and supplier specs for long-run
advantage. (BMW Group, 2021;
IEA, 2021)

2021

Resolution of EU
Antitrust Case and
Fine Payment
concerning Exhaust

Regulative (Primary): A direct,
punitive sanction for violating
EU competition law.

Adaptation (Remediation): A
reactive, incident-specific
response involving corrective
actions, internal compliance

This incident represents a

pure coercive

isomorphism response. It triggered a
mandatory adaptation focused on
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Gas Treatment
Cartel: BMW
concluded a long-
running European
Commission
investigation into
collusion on exhaust
cleaning technology,
resulting in a significant
financial penalty
(European Commission,
2021).

mechanism reinforcement, and
payment of the fine.

remediation and strengthening the
Compliance Management System
(CMS) to prevent future violations,
highlighting the reactive side of
corporate behavior under strict
regulatory enforcement (European
Commission, 2021).

US battery/EV Regulative (Host-US) Adaptation (Targeted, Inside | Selective localization improves
investments (Primary), Cognitive a Standardized Core): cost/access while preserving
(Spartanburg) aligned | (Secondary): Incentive capture | Localize content to qualify for | platform integrity and quality
2022 | with IRA/local- and supply-risk hedging in a credits without fragmenting systems. (BMW Group, 2022)
content incentives mature regime. global standards.
while keeping global
specs.
CSRD-aligned Regulative (Primary): Coercive | Standardization (Disclosure | Institutionalizes comparable, assured
reporting (incl. Scope | EU reporting with assurance and | Infrastructure): Group-wide | reporting; consolidates governance
2023 | 3) integrated across the | value-chain reach. data architecture, controls, and | routines across mature markets.
group. supplier reporting protocols. (BMW Group, 2023; European
Commission, 2023)
Partnership for Low- | Normative (Primary), Standardization/Adaptation | This incident illustrates the interplay
Carbon Steel Regulative (Hybrid): While focused on of pillars. Normative pressures lead
Procurement for (Secondary): Driven by European operations (adapting | to a strategic action that also
2024 | European stakeholder pressure (investors, | to local pressure), it sets a new | prepares for future regulative

Plants: Secured
agreements with
suppliers to use green

NGOs) and anticipation of
regulations like CBAM. A

group-wide standard for supply
chain sustainability.

changes. It demonstrates a move
beyond product-focused to process-
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steel, reducing CO2
footprint in
manufacturing (BMW
Group, 2024).

cognitive belief in sustainability
as a premium brand value.

focused sustainability (SandP
Global, 2024).

Table 12:

CIT for Quadrant A

CIT analysis of BMW in (Quadrant B) Host countries - High Political Stability, Low Institutional Maturity

(China - BMW Brilliance JV; South Africa - Rosslyn plant)

Year Critical .Inc.ldent Institutional Pillar Strategic Response Rationale and Evidence
Description
China: NEV credit Regulative (Primary), Adaptation (Policy-Aligned): | State instruments determine
alignment and Cognitive (Secondary): NEV Meet credit/content thresholds | access/economics; align offerings to
2020— localization of dual-predit mandates and whilg pregerving core global credits/local content without diluting
2021 models/components at localization rules steer specifications and safety group standards. (MIIT/NEV; BMW
BMW Brilliance. product/sourcing; standards. Brilliance releases)
manufacturability/affordability
considerations.
China: supplier Normative (Primary), Hybridization (Due-Diligence | Bridges global expectations with
2021— onboarding and Regulative (Sgcondary): Build_): Stage-gate loc_zal uneven enforcemer_lt; rfeduces
2022 mineral traceability Global due-diligence norms suppliers; deploy audits/track- | ESG/reputational risk in battery
(cobalt/lithium) combined with evolving local and-trace tools calibrated to value chains. (Supply policy/audits)
strengthened. compliance. local capacity.
South Africa: energy- | Cognitive (Primary), Adaptation (Operational Manages chronic power instability;
2022— resilience measures Reg'ulz'it'ive (Seconflary): ‘ Pragmatism): Prioriti;e prevents: quality slippage while
2023 (load-sheddmg Rehabl!lty/cost logic under grid | uptime and cost-effective controlling cost/footprint. (Plant
response, on-site constraint; adherence to local abatement first; phase deeper energy updates)
baselines. upgrades.
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PPAs/scheduling) at
Rosslyn.

2023-

KPI-based CSR with
third-party audits in

Normative (Primary),
Regulative (Secondary):

Hybridization (Legitimacy
Assurance): Verifiable CSR,

Contains reputational exposure
where enforcement is uneven; aligns

2024 China and South Africa. | Legitimacy expectations; grievance channels, and community claims with data. (CSR
variable local administrative audited KPIs. reports)
capacity.
South Africa: light- Cognitive (Primary), Adaptation (Capability-Led): | Preserves flexibility and limits
2024— asset footprint Normative (Secondary): Grow local quality/skills stranded-asset risk while improving
maintained; supplier | Capability building under without full platform supplier readiness. (Rosslyn/JV
2025 . . . _ : o
training/upgrading constraints; workforce/industry | standardization. notes)
scaled. development.

Table 13: CIT for Quadrant B

CIT analysis of BMW in (Quadrant C) Host countries - Low Political Stability, High Institutional Maturity

(Belgium; Italy - mature EU rules with periodic political turnover)

Critical Incident

Year . Institutional Pillar Strategic Response Rationale and Evidence
Description

Uniform application of Regulative (Primary): Standardization (Rule Supranational alignment ensures
2021— EU rules (CSRD prep; Supranational rule density with Anchoring): Apply EU continuity despite political churn;
2023 type-approval; general enforcement; industry norms frameworks uniformly to reduces compliance ambiguity.

safety) to Belgian/Italian reinforce. buffer national-level (EU regs; company reports)

ops. volatility.

Flexible product Cognitive (Primary), Regulative | Hybridization (Risk- Protects platform coherence;
2022— | allocation and incentive- | (Secondary): Risk-hedging and Hedging): Maintain hedges tax/incentive swings
2024 | sensitive mix planning for | demand/policy uncertainty within | standardized architectures; without redesign. (Market

Italy/Belgium.

a legal bedrock.

modulate allocation/timing.

planning notes)
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EU Battery Regulation Regulative (Primary), Cognitive | Standardization Uses high-maturity markets to
readiness (battery passport | (Secondary): (Compliance Systems): codify compliance before wider
2023- . . : e
2024 dgta, service processes) Passport/remoyablllty Documentatlon, data . roll-out; lowers trqnsmon risk.
piloted and scaled. requirements; lifecycle interfaces, dealer/service (EU Battery Reg; internal SOPs)
serviceability. SOPs.
Contracts/SLA clauses Regulative (Primary), Adaptation (Contractual Legal maturity enables precise
2024- | with policy-adjustment, Normative (Secondary): Legal Hedging): Insert risk transfer while sustaining ESG
2025 | termination, and certainty + stakeholder pressure flex/adjustment mechanisms | performance expectations.
sustainability KPIs. for enforceable ESG terms. tied to policy changes. (Procurement/Legal docs)
Table 14: CIT for Quadrant C

CIT analysis of BMW in (Quadrant D) Host countries - Low Political Stability, Low Institutional Maturity

(Sub-Saharan Africa except South Africa, e.g., Nigeria sales/after-sales)

Year Critical Incident Description Institutional Pillar Strategic Rationale and Evidence
Response
Asset-light market presence via Cognitive (Primary): Adaptation Limits political/contract risk; keeps
2020— importers/distributors; no greenfield Exposure management in | (Exposure-Lite): | options open pending institutional
manufacturing. voids; Regulative Maintain access improvements. (Market entry notes)
2022 . ! 1
(Secondary): Minimum | while avoiding
legal compliance. irreversible capex.
Enhanced due-diligence and Normative (Primary), Standardization | Mitigates corruption/quality risks;
ethics/HSE training for dealer Regulative (Secondary): | (Minimum protects brand where enforcement is
2021- | networks; grievance channels Stakeholder and brand- Global weak. (Compliance manuals; audits)
2023 instituted. protection norms; Thresholds):
baseline legal Enforce uniform
obligations. integrity/HSE
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requirements
across dealers.

Remote diagnostics and after-sales
process upgrades to maintain service
quality.

Cognitive (Primary):
Quality assurance under
infra constraints.

Hybridization
(Service Model):
Adapt service

Compensates for infrastructure gaps

without diluting technical requirements.

(After-sales program notes)

gggi_ delivery to local
conditions while
retaining core
standards.
Conservative sustainability claims Normative (Primary): Adaptation Prevents reputational harm; aligns
with auditable KPIs; decoupling Anti-greenwash (Disclosure external messaging with measurable
screen applied. discipline; Regulative Discipline): practice. (CSR/assurance guidance)
2023- (Secondary): Narrow, verifiable
2025 Advertising/consumer claims; defer
rules. expansive

narratives until
systems mature.

Table 15: CIT for Quadrant D
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Appendix 3

CIT analysis of Tata in (Quadrant A) Host countries - High Political Stability, High Institutional Maturity

(United Kingdom - JLR HQ and plants, Slovakia - JLR Nitra)

Year | Critical Incident Description Institutional Pillar Strategic Response Rationale and Evidence
JLR “Reimagine”: net-zero by | Normative (Primary): Standardization Codifies long-term decarbonization in a
2039 across products, Premium-market (Substantive): Set a mature, enforceable regime; anchors
2001 operations, and supply chain. expectations; investor high-ambition product/plant roadmaps and supplier
stewardship norms. baseline for all requirements. (JLR, 2021)
Regulative (Secondary): UK | programs/tiers.
disclosure and EU alignment.
TCFD and SECR integration | Regulative (Primary): UK Standardization Deepens decision-gate discipline and
into governance and reporting. | Companies Act/SECR; (Governance): external assurance; elevates climate risk
2022 TCFD. Normative: Board-level oversight, | management beyond disclosure only.
Assurance and stewardship internal controls, and | (UK Gov/TCFD, 2022)
codes. risk integration.
Nitra (Slovakia): 100% Regulative: EU energy/waste | Standardization Plant practices mirror EU single-market
2022— | renewable electricity; zero-to- | rules. Cognitive: Cost/risk (Operations): Site- norms; reduces volatility and aligns with
2023 | landfill maintained. logic of clean energy. wide environmental group targets. (JLR, Plant update)
operating standards.
Jaguar Land Rover's (JLR) Regulative (Primary): Standardization (by | This incident critically highlights dual
Adoption of EU CSRD- CSRD/ESRS data and Subsidiary): The embeddedness. The subsidiary's strategic
equivalent Reporting: JLR, assurance. Normative: subsidiary adopts the | response is dictated by its host-country
Tata's UK subsidiary, Driven by host-country high standard of its institutional environment, creating a "pull
2023— | committed to reporting (EU/UK) market access host region, which is | effect" that may influence group-wide
2024 | standards aligned with the EU | requirements and the need to | significantly stricter standards over time (JLR, 2023). It also

CSRD (JLR, 2023).

maintain legitimacy with
premium customers. And
Investor comparability.

than the parent's home
context.

harmonizes value-chain reporting and
assurance expectations ahead of full
mandate sequencing (EU/CSRD; JLR,
2023)
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2024

Response to EU CBAM
through Tata Steel's Green
Steel Initiatives: The Tata
Group, including Tata Motors'
supply chain, began assessing
low-carbon steel options in
response to the EU's Carbon
Border Adjustment Mechanism
(Tata Steel, 2024).

Regulative

(Primary): Reaction to a
powerful transnational
regulation affecting export-
oriented operations.

Adaptation
(Forced): Compelled
to adapt supply chain
practices to avoid
financial penalties, a
direct response to
external coercive
pressure.

This shows that powerful global
regulations can force a convergent
response, temporarily overriding the
influence of the home-country
institutional context and highlighting the
growing power of transnational
institutions.

Table 16: CIT for Quadrant A

CIT analysis of Tata in (Quadrant B) Host countries - High Political Stability, Low Institutional Maturity

(China - CJLR with Chery, South Africa - CKD assembly and JVs)

Critical Incident

Year Institutional Pillar Strategic Response Rationale and Evidence
Description
China: NEV credit Regulative (Primary): NEV | Adaptation (Policy- State-led policy stability with uneven
alignment and localization | dual-credit mandates; Aligned): Meet local enforcement; align product and
2020- | of models/components at localization rules. Cognitive: | credit/content sourcing to instruments that determine
2021 CJLR. Manufacturability/affordabilit | thresholds while access. (MIIT/NEV; CJLR, 2021)
y. retaining core global
specs.
China: supplier Normative: Global due- Hybridization (Due- Bridges global expectations with local
2021- | onboarding and mineral diligence norms. Regulative: | Diligence): Stage-gate | execution capacity; reduces
2022 traceability for batteries. Safety/traceability suppliers into qualified | ESG/reputational risk. (Supply policy;
requirements. pools; local audits. audits)
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South Africa: energy- Cognitive (Primary): Adaptation Chronic grid instability necessitates
resilience (load-shedding Reliability/cost risk. (Operational): pragmatic, phased decarbonization and
2022—- . . S . o .
2003 response, on-slte Regulfatlve: Locgl Prioritize qp‘ume and resilience investments. (SA energy notes)
PPAs/scheduling). compliance baselines. cost-effective
abatement first.
KPI-based CSR with Normative (Primary): Hybridization Manages reputational exposure where
2003 third-party audits in CN Legitimacy/community (Legitimacy): administrative capacity/enforcement
2004 and ZA. expectations. Regulative: Verifiable CSR, varies by province/municipality. (CSR
Varying enforcement. grievance channels, reports)
audited KPIs.
South Africa: light-asset Cognitive: Capability Adaptation Maintains flexibility while preparing
footprint maintained; building under constraints. (Capability-Led): supply base and skills; lowers stranded-
2024— . . . .
2025 supplier Normatlve? G‘row local capacity asset risk. (Plant/JV updates)
training/upgrading scaled. | Workforce/industry without full platform
development. standardization.

Table 17: CIT for Quadrant B

CIT analysis of Tata in (Quadrant C) Host countries - Low Political Stability, High Institutional Maturity

(Italy - Turin Design Studio for future mobility)

Critical Incident

Year . Institutional Pillar Strategic Response Rationale and Evidence
Description
Turin studio adopts EU- | Regulative (Primary): EU | Standardization Uses high-maturity rule set at concept
2020- | aligned design rules type-approval/safety. (Upstream Design): Bake- | stage; lowers total compliance cost/risk.

2021

(safety, sustainability).

Cognitive: Design for
compliance downstream.

in compliance to reduce
later redesign.

(EU regs; Studio brief)

2021-
2022

EV/AV concept
programs (autonomous,
connected, electrified).

Cognitive (Primary):
Innovation logic; tech
roadmap. Normative:
Industry benchmarks.

Standardization/Hybridiz
ation (RandD): Create
group toolkits with local
ecosystem inputs.

Generates templates that can travel to
other markets while incorporating EU
learnings. (Studio releases)
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2023

EU Battery Regulation
design
(removability/replaceabilit
y) integrated into specs.

Regulative (Primary): EU
Battery Reg. Cognitive:
Lifecycle serviceability.

Standardization (Design
Compliance): Parts
architecture and
documentation.

Anticipates battery passport/recycled-
content rules; ensures service/repair
readiness. (EU Battery Reg)

2024

Portfolio risk-hedging
amid political turnover

(option-based sequencing).

Cognitive: Risk
management. Regulative:
Supranational anchoring.

Adaptation (Timing/Flex):

Stage gates and contractual
flexibility.

EU legal maturity enables supranational
anchoring while pacing national-level
execution risk.

2025

Knowledge diffusion
(design/process kits
exported to other regions).

Normative: Internal best-
practice norms. Cognitive:
Capability transfer.

Hybridization (Internal
Diffusion): Raise baselines
without heavy capex in
Italy.

Spreads high-maturity practices group-
wide; supports convergence over time.

Table 18:

CIT for Quadrant C

CIT analysis of Tata in (Quadrant D) Home country - Low Political Stability, Low Institutional Maturity

(India - domestic operations and TPEM)

Year

Critical Incident
Description

Institutional Pillar

Strategic Response

Rationale and Evidence

2020

Tiago EV launch at
accessible price points for
first-time buyers.

Cognitive (Primary):
Affordability/market
creation. Regulative:
FAME-II support.

Hybridization (Product-
Market Fit): Global EV
tech + localized, cost-
conscious design.

Targets institutional voids (price
sensitivity, infra gaps); builds early EV
adoption. (Tata Motors, 2020; ET Auto)

2021

SBTi commitment to set
science-aligned targets.

Normative (Primary):
Investor legitimacy.
Cognitive: Tata Group
ethos.

Standardization
(Symbolic—Substantive):
Adopt global norm; depth
depends on execution.

Signposts convergence with global
practice; substance assessed via later
integration. (SBTi, 2021)

2022

TPEM creation; TPG
Rise Climate investment.

Cognitive (Primary):
Organizational design for
transition. Regulative: EV
policy support.

Hybridization/Strategic
Adaptation: Build a
focused vehicle for capital
and ecosystem.

Institutional entrepreneurship to

overcome financing and ecosystem gaps.

(News, 2021)
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BRSR/BRSR-Core Regulative (Primary): Standardization/Hybridiz | Domestic disclosure/EPR regimes

2023 readiness; EPR SEBI BRSR; EPR rules. ation (Compliance Build): | structure compliance and drive capability
(batteries/tyres) processes | Normative: Disclosure Formalize data, audits, building. (SEBI/CPCB)
strengthened. credibility. value-chain KPIs.
Charging/ecosystem Cognitive: Capability and Hybridization Bridges infrastructure gaps

2024— | partnerships (PPP, infra co-development. (Ecosystem): Phased roll- pragmatically; scales access while

2025 | utilities); supplier Normative: Public out matched to infra controlling risk. (MoUs/PPP releases)
upgrading. expectations. readiness.

Table 19: CIT for Quadrant
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Appendix 4

Host-country Government Institutional Distance Default Strategic Firm-Level Priority Risk Posture and
Category Relations and Response Learning and | Organizational Essential
(Stability x Institutional Adaptation Levers Safeguards

Maturity) Landscape

Quadrant A: Rules-based, Low: Lock in host Standardization | Integrate Centralized Risk: Cost

High Stability | transparent standards as the global and Leadership: | supranational sustainability inflation and

x High engagement; baseline; scale leadership Adopt the most compliance into | governance; regulatory

Maturity (e.g., | dense moves (scope/assurance, stringent (host) core governance; | group-wide tightening.

EU, US, UK) transnational supplier CO- gates). High: | standards as the master digital CMS; green Safeguards: Eco-
regimes Accelerate convergence- group baseline. traceability and PPAs; low- design for cost
(CSRD, run gap assessments, fast- internal carbon carbon supply | offset; robust third-
CBAM); track compliance systems, pricing. contracts. party assurance.
predictable targeted capability training,
incentives. and external assurance;

avoid lowering to pre-entry
practices.

Quadrant B: Relationship- | Low: Protect the Hybridization Decode host Joint Risk: Enforcement

High Stability | driven, guided | standardized core and lift | and Policy- policy ventures/local inconsistency and

x Low by central local practices to group Aligned instruments; alliances; reputational

Maturity (e.g., | industrial baseline using lighthouse Adaptation: build supplier exposure.

CN, ZA) policy; PPPs projects. High: Emphasize | Localize solutions | government/partn | upgrading Safeguards:
common; policy-aligned to state incentives | er ties; develop programs; Verifiable KPIs;
enforcement localization-phase while protecting a | local supplier verified CSR strong grievance
varies locally. | compliance, deepen local core standardized | capability. with mechanisms.

JV ties, and build supplier | framework. independent
capability before tightening audits.

standards.
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Quadrant C: Multi-level Low: Maintain Buffered Scenario EU-taxonomy | Risk: Policy churn
Low Stability x | engagement standardization, but hedge | Standardization | planning for aligned and investment
High Maturity | (national/supra | timing and incentives with | and Risk- policy swings; financing; timing risk.
(e.g., political national) amid | scenario plans. High: Hedging: Anchor | financial diversified Safeguards:
turbulence in a | volatility; Anchor to supranational | strategy to stable | hedging; ensure | supplier base; Supranational
developed industry frameworks (e.g., EU supranational stakeholder contractual alignment; option-
economy) associations law), use contingency frameworks; engagement flexibility based investments.
are key clauses and staged rollouts | maintain continuity. clauses.
anchors. to bridge gaps under operational
political churn. flexibility.
Quadrant D: Arm’s-length; | Low: Run cautious pilots | Asset-Light and | Build minimal Distributor Risk:
Low Stability x | reliance on and capability-building Incremental: viable codes of Corruption/contract
Low Maturity | chambers/IFIs/ | with modular, reversible Distribution- institutional conduct; violation and
(e.g., select NGOs; high investments toward future | focused presence; | knowledge; political-risk sudden decoupling.
emerging/fronti | informality; standardization. High: Stay | small pilots; avoid | rigorous third- insurance; Safeguards: Zero-
er markets) incentives are | asset-light-distribution heavy, irreversible | party due milestone-gated | tolerance
ad hoc. focus, strict due diligence, commitments. diligence; train investment; compliance
and minimal commitments distributors. standardized triggers; clear exit
until governance capacity ethics/HSE options.
improves. toolkits.
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The Data triangulation excel

Appendix 5
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https://docs.google.com/spreadsheets/d/1Ty9BEopx5gHTw9HB_mjeue-Mub77nWP2/edit?usp=sharing&ouid=103264009139239410361&rtpof=true&sd=true

