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Abstract

This thesis investigates how multinational enterprises (MNESs) sense, interpret and navigate
institutional pressures under conditions of global disruption. While institutional theory has
served as a central framework in international business research, it has primarily been
developed under assumptions of relative stability and therefore provides limited explanatory
power in increasingly volatile and politically contested environments. Addressing this
limitation, the study seeks to extend with a navigation-oriented institutional theory that captures

how firms process and respond to dynamic and overlapping institutional pressures.

The research adopts a qualitative, theory-building approach in critical realism, drawing on
existing literature and secondary case material related to major disruptions, including the
Russia-Ukraine war and the US-China rivalry. Through a thematic analysis, the study examines
how geopolitical disruptions are translated into geoeconomic pressures and institutional
signals, how these signals are mediated through industries and how firms respond at the micro-
level. The analysis is further structured across macro-, meso- and micro-levels, enabling a

multilevel understanding of institutional navigation.

The results demonstrate that existing institutional theory falls short due to its stability bias, lack
of processual explanation and insufficient integration of geopolitical dynamics and multilevel
interactions. In response, the thesis conceptualises institutional navigation as a dynamic and
iterative process through which MNEs sense institutional signals, interpret their strategic
implications and navigate through a range of responses including adaptation, reconfiguration
and nonmarket strategies. A central finding is that unpredictability constitutes a structural
condition of the contemporary institutional environment, requiring firms to act under
uncertainty and balance competing pressures related to legitimacy, corporate nationality and

operational exposure.

Building on these insights, the thesis proposes a conceptual framework linking geopolitical
disruption, geoeconomic pressures, institutional signals, industry transmission channels and
firm-level navigation, emphasising recursive feedback effects between firm actions and the

broader institutional environment. The thesis contributes to institutional theory by shifting the
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focus from static adaptation to dynamic navigation and by integrating geopolitical processes
into the analysis of international business. It thereby offers both theoretical advancements and

practical implications for understanding MNE behaviour in an era of global disruption.
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1. Introduction

Since the emergence of modern nations and international trade systems, institutions have
shaped the rules of global economic interaction and collaboration. Going back to early
economic thinkers, such as Adam Smith (Smith, 1776), that strongly acknowledged the
importance of legal and political structures in enabling markets to function, even though he did
not explicitly use the word institution, it draws direct parallels to the term. Going further into
the historical perspective of global trade and the origin of institutions, scholars such as
Thorstein Veblen and John R. Commons (Veblen, 1899; Commons, 1931), Commons
introduce the idea that economic behaviour is embedded in a wider set of norms, regulations,
beliefs and social expectations. This economic behavioural perspective laid the foundation for
what later became institutional economics, highlighting that markets do not operate in a
vacuum. These are shaped by the rules of the game and the players interacting with them

(Veblen, 1899; Commons, 1931).

Institutional theory, as it is commonly known and understood in organisational studies today,
was formalised much later. To begin with, the neo-institutional turn of the 1970’s and 1980’s,
led by Rowan and Meyer (Meyer et al., 1977), DiMaggio and Powell (DiMaggio et al., 1983),
and later on Scott, provided a framework for understanding how organisations conform to
social expectations, regulations and norms (Scott, 2014). This theory argues how coercive,
normative and cognitive pressures influence organisational structures and practices. Over time,
institutional theory became one of the most dominant perspectives for analysing MNEs

particularly in relation to how they adapt to diverse national environments (Scott, 2014).

Yet, this tradition has always been much more descriptive than predictive. While institutional
theory explains why organisations tend to resemble one another within a specific environment,
in other words, isomorphism, and how institutional logics shape organisational behaviour,
institutional theory has struggled to articulate how organisations actively respond to
institutional complexity and how to navigate quickly shifting environments. This theoretical
tension does, therefore, become even more pronounced when studied and understood in the

modern global context.
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Over the past decade, global disruptions have intensified in frequency, magnitude and
unpredictability (Gereffi, 2020). Events such as COVID-19, geopolitical tensions between the
US and China, the Russia-Ukraine war, supply chain breakdowns, technological sanctions,
cybersecurity escalation and the weaponisation of trade and data have fundamentally altered

the landscape in which MNEs operate (Baldwin et al., 2020).

These disruptions do directly reshape institutions at multiple levels. Firstly, formal institutions,
such as trade agreements, sanctions, data protection laws, national security policies and
industrial strategies, have changed rapidly and sometimes unpredictably (Gereffi, 2020).
Secondly, informal institutions, including societal expectations, political narratives,
technological norms and reputational pressures, shift at high speed, mainly fuelled by global
media ecosystems and digital platforms (WTO, 2021). Lastly, transnational institutions, from
the World Trade Organisation to emerging digital governance bodies, struggle to maintain

coherence, creating fragmented regulatory landscapes (WTO, 2021).

For MNEs, this creates a fundamental challenge, they must not only operate across multiple
institutional environments but also interpret weak signals, anticipate institutional changes and
develop strategic responses in real time, where traditional institutional theory does not fully

equip them for this reality.

Despite its influence, institutional theory has faced several well-documented critiques that have
become particularly visible during global disruptions. Institutional theory describes pressures
effectively but offers weaker guidance on how firms exercise agency, how they interpret
signals, strategize or initiate change. MNEs, however, do not passively absorb institutional
factors, they often negotiate, influence, manipulate, or circumvent them (Oliver, 1991).
Furthermore, institutional theory was historically developed to explain stability, not volatility.
Its constructs are rooted in periods of institutional continuity, whereas today’s global
disruptions are characterised by rapid change and institutional breakdown (Greenwood et al.,
2011). The theory does further offer broad responses such as isomorphism, decoupling and
legitimacy seeking but does in contrast not offer actual mechanisms, capabilities or cognitive
processes through which firms can sense and respond to institutional signals (Weick, 1995;
Maitlis et al., 2014). Lastly, institutional theory is still grounded in national contexts, even
though MNESs confront overlapping institutional logics across countries, regions and industries

simultaneously (Baron, 1995). Across the critiques, one consistent point appears in institutional
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theory that does not explain how MNEs navigate institutional pressures, especially under

disruptions (Henisz, 2000).

In an era of geopolitical fragmentation, regulatory acceleration and digital condensation, MNEs
need more than compliance routines, they require institutions with capabilities that enable them
to sense institutional signals. By monitoring evolving policy proposals, regulatory drafts, norm
shifts and stakeholder coalitions across jurisdictions (Maitlis et al., 2014). Furthermore,
strategize across markets and nonmarket arenas, integrating regulatory advocacy, coalition
building and standard participation with product, footprint and supply chain choices
(Greenwood et al., 2011). Hence, by deploying institutional entrepreneurship where feasible,
mobilising allies, reframing issues and piloting new practices that can set templates for
emerging rules (Baron, 1995). Lastly, reconfigure globally by adapting ownership, partnerships
and geography in light of political disruptions and build redundancy and diversification
(Henisz, 2000; Gereffi, 2020). These arguments do in other words, align with other well-known
theoretical practices in IB, being dynamic capabilities, especially sensing, seizing and
reconfiguring, but apply them explicitly to institutional environments and global disruptions

(Teece, 2007).

Given the above, this thesis aims to contribute to the institutional literature by developing a
critical theoretical perspective that explains how MNEs sense, interpret and navigate
institutional pressures during global disruptions. The purpose is not to dismiss institutional
theory, but to extend it by synthesising insights from institutional theory, related literature and
international business. Thereby, we aim to conceptualise institutional signals and how MNEs
detect them and consequently extend a model for institutional signal interpretation outlining
the capabilities required for institutional navigation. We shall propose mechanisms linking
global disruptions to firm strategic responses and extend theorisation that can guide both
academic understanding and managerial practice. This will represent a shift from institutional
theory as a descriptive theory towards an actionable mechanism-based theory that explains
real-world behaviour. Building on these arguments, the thesis will take point of departure
within the following research question: “How can an institutional-based theory be extended to
explain how multinational enterprises (MNEs) sense, interpret, and navigate institutional

pressures during global disruptions?”
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Research question:
“How can an institutional based theory be extended to explain how multinational enterprises

(MNESs) sense, interpret, and navigate institutional pressures during global disruptions?”’

1. “In what ways does existing institutional theory fall short in explaining MNE
navigation of institutional pressures?”

2. “What conceptual foundations are needed to extend a navigation oriented institutional
theory that explains how MNEs manage, respond, and leverage institutional pressures

under global disruption?”
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2. Literature Review

The purpose of the following section is to conduct a literature review to provide an in-depth
investigation into the relevant concepts found in the literature with reference to the scope of

this thesis.

Thus, the literature review will allow for a three-step structure. Firstly, the main points in
relation to institutional theory found in the literature will be synthesised. Secondly, institutional
navigation in the view of the process through which MNEs sense, interpret and respond to
institutional signals in the international context will be conceptualised. Finally, the main gaps
in the existing literature will be identified for further research and in doing so, the literature

review builds the foundation for a more navigated orientation of institutional theory.

Figure I - Literature Review

Literature Review
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2.1.1 Institutional Theory as the Starting Point in International Business

Institutional theory has become one of the central lenses through which international business
scholars explain the behaviour of multinational enterprises. Its importance comes from a basic
but powerful insight that firms do not operate in institutionally neutral environments.
Furthermore, their strategies are rather embedded in formal and informal systems of rules,

norms, beliefs and enforcement mechanisms that are going to shape what is considered
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legitimate and strategically desirable in a given context (Peng, Want and Jiang, 2008). In this
perspective, it can be argued that institutions are not peripheral background conditions but core
structuring forces that influence how firms enter foreign markets, as well as organise

subsidiaries, transfer practices and sustain performance across borders.

A major contribution of this literature has been to move international business research beyond
explanations that are based solely on industry structure or firm-specific resources. Peng, Wang
and Jiang (2008) contend that the institution-based view emerged in response to a limitation in
both industry-based and resource-based approaches, where each tended to treat institutions as
relatively fixed contextual conditions rather than as constitutive forces shaping strategic action.
This assumption becomes untenable when firms operate across national settings characterised
by substantial variation in legal frameworks, political arrangements, and socially embedded
norms. From this perspective, institutions are not peripheral to strategy but central to how firms
interpret opportunities, assess constraints, and pursue competitive advantage. In this context,
institutions can be positioned as the “third leg” of the strategy tripod, alongside the industry
conditions and firm resources, that define them as the formal and informal “rules of the game”
that structure both strategic choice and organisational performance (Peng et al., 2008). Their
intervention helped consolidate what is now a widely accepted, though not entirely
uncontested, premise that international business cross-border strategy is only partially
intelligible if institutional conditions are treated as background context rather than as an active

dimension of competition itself.

The broader institutional turn in international business draws on several strands of institutional
scholarship rather than a single unified tradition. Among these, neo-institutionalism has been
particularly influential, not least because it offers a vocabulary for analysing how legitimacy is
secured and why organisational forms tend to converge. Concepts such as isomorphism,
organisational fields, and institutional pressure have therefore become central to analyses of
firm behaviour across borders. Contemporary institutional theory generally assumes that
organisations pursue survival through conformity to prevailing rules, norms, and belief
systems, since such conformity tends to generate legitimacy (Xu and Shenkar, 2002). In
domestic environments, this line of reasoning has commonly been used to explain why
organisations adopt similar structures and practices under coercive, normative, and mimetic
pressures. Yet, the multinational enterprise complicates this account in important ways. Unlike

the domestic firm, the MNE is embedded in more than one institutional order at a time, and
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these orders may not align. What appears legitimate in one national context may be questioned
in another. The problem is not simply one of adaptation to external pressure. It is also one of
negotiating tensions between home- and host-country demands while maintaining a degree of
coherence across the wider organisational network. Thus, illustrating that the multinational
firms must respond to multiple institutional logics simultaneously, with the condition that
makes legitimacy a less settled outcome than an ongoing organisational accomplishment (Xu

and Shenkar, 2002).

Within international business, few developments have been as influential as the introduction
of institutional distance. Xu and Shenkar (2002) define the concept as the degree of similarity
or dissimilarity between the regulatory, normative, and cognitive institutions of home- and host
countries. In important respects, this marked an effort to move beyond the earlier preoccupation
with cultural distance as the primary lens for understanding cross-national differences. Their
central point is that culture, while relevant, captures only part of the environment in which
multinational firms operate. Legal arrangements, socially sanctioned expectations, and
routinised institutional practices also shape how firms behave, how they are evaluated, and
which strategic options appear viable. Institutional distance thus provided a broader conceptual
framework for analysing how differences across national contexts influence legitimacy, the
transfer of organisational practices, host-country choice, and entry strategy (Xu and Shenkar,
2002). At the same time, some caution is warranted here, since the appeal of the concept may
also risk redefining national environments as internally coherent and clearly bounded. When

in practice, institutional settings are often uneven and contested.

A further strength of the literature lies in its recognition that institutions operate across multiple
analytical levels. It is argued that institutional theory has been mobilised in international
management not only to describe national environments through regulatory, cognitive, and
normative pillars. But also to examine institutional transition, comparative business systems,
practice transfer, legitimacy construction, and subsidiary adaptation (Kostova, Roth and Dacin,
2008). The fact that multinational corporations are embedded simultaneously in several
institutional domains and must navigate pressures that arise at, and between different levels of
analysis. One reason institutional theory gained such traction in MNEs research, therefore, is
that it offers a vocabulary capable of linking macro-level institutional environments to meso-
and micro-level organisational processes (Kostova et al., 2008). That multi-level capacity is

especially important in international business, where the challenge is rarely to explain
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behaviour within a single national context, but to account for how firms mediate among several

partly overlapping, partly contradictory institutional demands.

More recent review work confirms how central institutional theory has become in the field.
Sahin and Mert (2022) show that institutional perspectives are now widely used to explain
foreign direct investment, internationalisation, location choice, and entry mode strategy. Their
review also highlights that international business research has drawn on more than one
institutional strand, including neo-institutionalism, new institutional economics, comparative
capitalism, and the institution-based view. At the same time, neo-institutional concepts such as
legitimacy, isomorphism, and institutional pressures remain especially prominent in the
literature, underscoring how deeply institutional reasoning has shaped the field’s treatment of

multinational behaviour (Sahin and Mert, 2022).

2.1.2 What Existing Institutional Theory Explains Well

Although later sections of this review will show the limitations of institutional theory under
disruption, it is important first to recognise what the literature explains well. One of its clearest
strengths is its ability to show that multinational strategy is shaped not only by markets and
resources, but also by the institutional conditions that define legitimate and viable behaviour.
This contribution is especially important in international business because firms crossing
borders confront differences in regulation, state capacity, governance quality, enforcement,
norms, and shared understandings that materially affect both opportunity and risk (Peng, Wang
and Jiang, 2008).

A first major contribution concerns entry mode and location choice. Existing institutional
theory explains convincingly why foreign market entry cannot be treated as a purely economic
optimisation problem. Xu and Shenkar (2002) show that institutional distance affects two
critical stages in the FDI process, which are the host-country selection and foreign entry
strategy. Their framework links the differences across the regulative, normative, and cognitive
institutions to the difficulty of establishing local legitimacy and transferring parent-firm
practices to subsidiaries. In this way, institutional theory explains why firms do not choose
locations and ownership structures solely based on cost or market size, but also according to
how manageable the institutional environment is relative to the firm’s own capabilities and

organisational characteristics (Xu and Shenkar, 2002). This broader insight is also reflected in
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related work on entry mode and institutional conditions, which shows that institutional context
is influenced by governance choices and performance outcomes (Meyer, 2001; Brouthers,
2002). Saikia, Bhattacharya and Dwivedi (2024) find that institutional distance and institutional
configuration are repeatedly used to explain subsidiary behaviour, and particularly ownership
choice and localisation strategy in emerging markets. Furthermore, it is noted that equity-based
entry modes such as wholly owned subsidiaries and international joint ventures are central
strategic responses in institutionally challenging environments. Precisely because they help
firms balance control, legitimacy, and adaptation (Saikia, Bhattacharya and Dwivedi, 2024). In
other words, institutional theory has been especially useful in explaining why firms vary their

ownership structures and localisation approaches depending on institutional conditions.

Additionally, another strength concerns legitimacy. Institutional theory explains particularly
well why foreign firms face legitimacy deficits and why gaining acceptance in host
environments is difficult. Legitimacy is not treated simply as reputation, but as a condition of
perceived fit between the organisation and its environment. Legitimacy challenges have been
argued to arise because foreign firms must align with host-country expectations across several
dimensions, which also include host-country institutions, country-of-origin perceptions,
industry characteristics, and local stakeholder judgements (Meyer and Tse, 2025). Their
analysis is especially valuable because it clarifies that legitimacy is multi-level and contingent,
where foreign firms may face different legitimacy challenges that depend on location, industry,
historical context, and the image associated with their home-country (Meyer and Tse, 2025).
Institutional theory is therefore particularly strong at explaining why foreignness creates

friction and why legitimacy-building is a core strategic task for MNE:s.

Furthermore, institutional distance increases the difficulty of both host-country legitimacy and
internal organisational consistency (Xu and Shenkar, 2002). This is a foundational insight
because it captures the double challenge that is facing multinationals and how they must adapt
sufficiently to gain external acceptance in the host environment while also preserving internal
coherence across the multinational network. This duality has become a durable contribution of
institutional theory to international business because it explains why multinational strategy is
often a balancing act between local responsiveness and global integration (Xu and Shenkar,

2002).
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An additional strength lies in explaining why institutional conditions affect performance and
strategic variation across contexts, especially in emerging economies. Peng, Wang and Jiang
(2008) argue that the institution-based view became especially influential in research on
emerging markets because institutional frameworks differ more dramatically there, making it
impossible to assume a stable market-supporting environment. Their argument is not merely
that institutions constrain firms, but that they shape what kinds of strategies are possible,
effective, and legitimate in the first place (Peng, Wang and Jiang, 2008). This is one reason the
institution-based view proved so powerful in explaining why strategies that work in developed
economies often travel poorly to environments marked by weaker property rights, state

intervention, corruption, informality, or institutional transition.

Finally, existing institutional theory explains well why the multinational enterprise is a
particularly revealing organisational form for institutional analysis. Kostova, Roth and Dacin
(2008) emphasise that MNEs are exposed to heterogeneous and fragmented environments and
therefore raise questions that cannot be fully addressed by theories designed around domestic
firms. Even in making that critique, however, they confirm one of institutional theory’s key
achievements it has enabled scholars to conceptualise MNEs as organisations embedded in
multiple fields, subject to multiple pressures, and operating through legitimacy-sensitive
processes such as transfer, adaptation, and coupling (Kostova, Roth and Dacin, 2008). Thus,
before its limitations become apparent, institutional theory already accomplishes something
important it makes the multinational visible as an organisation whose behaviour is deeply

conditioned by institutional plurality rather than by market logic alone.

2.1.3 From Passive Adaptation to Agency, Legitimacy, and Subsidiary

Action

A major shift in the literature has been the move away from viewing multinational enterprises
as passive adapters to host-country institutions. Earlier institutional work in international
business was highly effective in showing that firms that face regulative, normative and
cognitive pressures across borders, however, the literature was more likely to treat these
pressures mainly as external constraints. Furthermore, institutions have increased operating
costs, generated legitimacy challenges, and shaped entry mode and ownership choices. While
a firm response was largely understood in terms of adaptation or the mitigation of institutional

distance. Regnér and Edman (2014) argue that this dominant stream remained focused on static
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structures and on how firms reduce institutional constraints or increase legitimacy, leaving

comparatively little room for strategic response, especially at the subsidiary level.

However, this critique has become important because MNEs do not merely encounter
institutions, due to the fact that they operate within multiple institutional environments at the
same time and are often exposed to conflicting demands across home-, host-country, industry
and organisational contexts. As Regnér and Edman (2014) note, the literature has paid limited
attention to how MNEs and their subunits respond strategically to host-country institutions and
to the drivers underlying such responses. They further show that responses had predominantly
been conceptualised at the level of the MNE or corporate management, while the role of
subsidiaries and subunit managers remained underdeveloped. This is a significant limitation,
because much of the actual engagement with local institutional conditions takes place through

subsidiaries, local managers, and their interactions with host-country stakeholders.

The shift toward agency represents more than a small adjustment in how we understand
multinational enterprises. It changes the picture of what an MNE actually is. Rather than
viewing the firm simply as an organisation that reacts to institutional conditions, recent work
presents it as a more active participant, one that can shape, interpret, exploit, and at times even
sidestep institutional pressures. Regnér and Edman (2014) make this especially clear in their
discussion of four strategic responses available to MNE subunits in host-country environments
innovation, arbitrage, circumvention, and adaptation. What makes their contribution so
valuable 1s that it frames agency as patterned and structurally enabled rather than accidental or
merely opportunistic. These responses arise from characteristics that are tied to multinationality
itself, being foreignness, access to heterogeneous resources across borders, and the uncertainty
or institutional ambiguity that often defines local settings. Seen this way, multinationality is
not only a source of constraint or liability. Under certain conditions, it can also become a

distinct institutional advantage.

This line of literature also pushes the concept of legitimacy in a more nuanced direction.
Classical institutional theory often treats legitimacy as something firms gain by conforming to
established norms, rules, and practices. More recent research suggests that the process is far
more dynamic. It is argued that legitimacy should remain central to help theorising about
foreign firms. However, caution should be taken against reducing it to environmental fit or

simple imitation (Meyer and Tse, 2025). Their framework distinguishes among contingency,
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agency, and judgment perspectives on legitimacy, showing that the legitimacy challenges
foreign MNEs face are layered and variable. They differ not only across host-country contexts,
but also by country of origin, industry, and province. Legitimacy is not a static badge that firms
acquire once they fit in. It is better understood as an ongoing and relational accomplishment,
which is shaped through both market and non-market strategies. This includes signalling,

political engagement, alliance formation, and reputational management.

At the same time, the literature complicates the long-standing assumption that foreign firms
can simply imitate local actors. As Meyer and Tse (2025) note, an imitation “do as the locals
do” approach is often neither practical nor effective in emerging economies. Sometimes it
weakens the very firm-specific advantages that allow foreign firms to compete in the first place.
In other cases, it clashes with global standards, organisational routines, or brand expectations
that the firm cannot easily abandon. The result is a persistent tension between isomorphism and
distinctiveness. Foreign firms need to appear credible and appropriate in the local environment,
yet they must also preserve the capabilities, practices, and reputational assets that set them
apart. That tension is central, not peripheral. It helps explain why legitimacy-building so often
depends on selective adaptation rather than wholesale imitation. Firms may adjust certain
practices while holding others constant. They may engage with stakeholders, seek certification,
build local partnerships, or use other targeted mechanisms to signal commitment and
competence. What emerges, then, is a more sophisticated view of foreign firm behaviour, one
in which legitimacy is negotiated through careful balance rather than achieved through simple

resemblance.

A related shift in the literature is the growing attention to subsidiary action and micro-
foundations. Elg et al. (2017) argue that we still know surprisingly little about how MNEs
handle competing institutional pressures in emerging markets, even though these settings are
exactly where values and structures are in flux and where firms may have greater room to shape
institutions than they do in more mature markets. Their study addresses this gap by examining
the routines and micro-foundations through which firms respond to regulative, normative and
cultural-cognitive pressures. Instead of placing institutional response only at the macro level,
they direct attention to the place, as well as their interactions and internal structures that enable
firms to build legitimacy and sustain their position over time (Elg et al., 2017). This micro-
foundational perspective matters because it helps explain how institutional response is actually

accomplished in practice. Elg et al. (2017) show that routines for managing institutional
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pressures rest on underlying elements such as local knowledge, cultural sensitivity, networks,
internal processes, and structural flexibility. They are the foundations that make strategic
response possible. The literature suggests that firms need to develop distinctive repertoires of
routines for coping with institutional pressures. These routines help shape the firm’s ability to

secure a legitimate and durable place in the market.

This literature also draws attention to the challenge of balancing local responsiveness with
corporate coherence. Elg et al. (2017) show that firms repeatedly face tensions between
following corporate norms and adapting to local requirements, preferences, and ways of
working. However, whether the routines prove to be effective depends in part on whether
employees have local knowledge, experience, and networks. It also depends on whether the
organisation is flexible enough to translate global policies into practices that work on the

ground. This is especially important for legitimacy-building.

Another important contribution of this newer work is that it shifts institutional analysis away
from the abstract national level and toward the more concrete settings of fields, regions, and
stakeholder interactions. Regnér and Edman (2014) explicitly criticise country-level
institutional analysis for overlooking the specific contexts in which MNE subunits actually do
business. By focusing on the subunit level, they show that strategic response is often shaped
by local ambiguity, sector-specific conditions, and the subsidiary’s position within both host-
country and multinational networks. This move matters theoretically because it makes
institutional response more situated and processual. It also matters empirically because it better

reflects how multinational firms actually operate in practice.

Recent work on war and geopolitical conflict strengthens this broader shift toward agency
under conditions of institutional complexity. Although early institutional theory emphasised
conformity, MNEs often confront conflicting pressures that make simple conformity
impossible (Owens, 2023). In these situations, firms must respond at the same time to host-
country stakeholders, home-country governments, customers, media, and social movements.
They may therefore adopt purposeful responses such as compromise, avoidance, defiance, or
manipulation (Owens, 2023). This literature belongs more directly to the disruption strand, but
it reinforces the larger argument developed here. Once firms operate across multiple
institutional environments, institutional response can no longer be understood as passive

adaptation alone.
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2.1.4 Global Disruption as a Stress Test for Institutional Theory

Recent global disruptions have exposed the limits of institutional theory, which is seen more
clearly than in periods of relative stability. Classical institutional work in international business
has been highly effective in explaining how firms adapt to established institutional
environments, but it has been less well equipped to explain what happens when those
environments become unstable and even politically contested. It has been argued that the global
economy has entered a period of major disruptions, which has been marked by reduced people
mobility, national regulatory institutions, and a rising anti-globalisation populism (Meyer and
Li, 2022). These developments do not merely add new constraints, they challenge assumptions,

underpinning global integration and even the legitimacy of integrated multinational strategies.

The literature suggests that the significance of disruption for institutional theory lies in the
changing nature of the external environment. Earlier research on this matter often treated
institutions as comparatively durable frameworks within which firms sought legitimacy and
adapted strategy. By contrast, disruption creates conditions where institutional pressures shift
rapidly, emerge simultaneously from multiple sources, and often contradict one another. The
literature argues that beyond the traditional problem of institutional duality, MNEs increasingly
face home-country pressures that extend across borders and can conflict directly with host-
country expectations (Meyer and Li, 2022). Thus, it can be deduced that the institutional
environment can no longer be understood simply as a host-country context to which firms
adjust. Instead, MNEs confront overlapping pressures from home governments, host

governments, international actors, media, and broader political processes.

The COVID-19 pandemic provides a clear example of how disruption stresses existing
institutional explanations. Olarewaju and Ajeyalemi (2023) show that the pandemic created
multiple forms of uncertainty for MNEs, including macroeconomic, institutional, work-related,
technological, health and safety, social, and informational uncertainty. Their analysis is
important because it demonstrates that shocks such as COVID-19 do not affect only one
domain of firm behaviour they create interconnected uncertainty across markets, operations,
regulation, and stakeholder relations. In response, MNEs relied on dynamic capabilities to
sense opportunities and threats, seize opportunities and neutralise threats, and transform

internal processes (Olarewaju and Ajeyalemi, 2023). This suggests that understanding MNE
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behaviour under disruption requires more than a theory of legitimacy or institutional fit. It also

requires attention to how firms identify and respond to rapidly evolving uncertainty.

Furthermore, the literature also shows that the disruptions have had important implications
when it comes to organisational and governance inside MNEs. However, it also shows that the
resilience of subsidiaries during the COVID-19 crisis depended not only on the external
conditions, but also on the internal coordination across headquarters and subsidiaries (Lee et
al., 2022). The findings show the importance of a multilayered governance structure and
additionally show that resilience is shaped by support mechanisms as well as by the frictions
between organisational levels. This is significant for institutional theory because it indicates
that responses to disruption cannot be understood only as firm environment adaptation. They
must also be seen as the outcome of the internal organisational relationships as well as the

agency problems within the MNE itself (Lee et al., 2022).

This becomes especially visible in situations of geopolitical conflicts. That is the case since
interstate war generates substantial changes in both formal and informal institutions and creates
new legitimacy pressures for multinational enterprises (Owens, 2023). In the case of the
Russian-Ukraine war, firms faced sanctions, regulatory changes, public pressures, and social
expectations that often pointed in different directions. As a result, companies had to decide
whether to exit, remain, suspend or reconfigure operations, and not only on economic grounds
but also in relation to the legitimacy, stakeholder expectations and border moral pressure
(Owens, 2023). This is a fundamentally different setting from the one assumed in much of the
classical institutional literature, since firms are no longer adapting to a relatively settled
institutional environment but are instead navigating institutional upheaval in which the rules

themselves are contested and become part of the conflict.

A further issue is that war reveals how institutional pressures are mediated by a wide range of
actors. It is shown that governments, competitors, customers and social movements may
suppress the effects of conflict on the firm (Ownes, 2023). In this sense, institutional pressure
during disruption cannot be understood as static or singular. It is instead socially and politically
amplified through stakeholder interaction. This matters because it suggests that institutional
theory must account not only for formal rules and broad norms, but also for the speed with

which expectations shift and become strategically consequential. This is especially relevant for
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MNEs since they operate across several public arenas at once and may face one set of demands

in the home country and a different set in the host country.

Additionally, the literature is also useful because it brings international relations and
geopolitics more directly into the analysis of multinational strategy. The literature argues that
major disruptions are intertwined with political processes at national levels and that
international relations perspectives can complement existing strategic management and
institutional approaches (Meyer & Li, 2022). This argument is important because it shows that
contemporary disruption cannot be fully explained within a purely host-country institutional
framework. Realism, liberalism and constructivism each focus on different drivers of
disruption, including state power, interdependence and socially constructed political narratives
(Meyer and Li, 2022). Hence, the external environment of the multinational enterprise is
increasingly shaped by geopolitical processes that extend beyond the conventional categories

of institutional distance or legitimacy alone.

2.1.5 Geopolitics, Geoeconomics and Institutional Pressure in

International Business

The institution-based view provides a strong foundation because institutions are the “central
rules of the game” which shape MNESs’ strategy and performance (Peng, Wang and Jiang, 2008,
p. 921). Institutional distance also shows that MNEs must manage differences across
regulatory, normative and cognitive institutions in home and host markets (Xu and Shenkar,
2002). However, a great current challenge is not only that institutions differ across countries,
but indeed also that they tend to shift rapidly when geopolitical tensions become geoeconomic
instruments (Xu & Shenkar, 2002; Farrell & Newman, 2019; Luo & Van Assche, 2023; Owens,
2023).

Geopolitics proves to be of great relevance for MNEs in cases where state rivalry, war and
security concerns are converted into pressures such as sanctions, tariffs, export controls,
investment screening, subsidies, energy restrictions and supply chain restructuring (Farrell and
Newman, 2019; Gereffi, 2020; Luo and Van Assche, 2023; Owens, 2023; Sinani et al., 2026).
This can furthermore be described as weaponised interdependence, where global networks
become instruments of state coercion (Farrell and Newman, 2019). The literature, therefore,

suggests that interdependence is not only a source of efficiency but also vulnerability. Global
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value-chains have also proved to transmit disruption when critical inputs or trade flows face

institutional shocks (Gerefti, 2020).

This becomes visible in strategic industries and has been argued to link technology, production
networks and knowledge-flows to national security (Luo & Van Assche, 2023). The Russia-
Ukraine war shows a similar dynamic since it has been argued that interstate war creates formal

signals, such as sanctions regulations and informal signals such as reputational scrutiny

(Owens, 2023).

Thus, the literature suggests that MNEs may therefore comply legally, while still facing
legitimacy pressure. Furthermore, it can be deducted from the literature that MNEs must sense
geopolitical and geoeconomic signals, interpret how these signals affect their industry and
legitimacy position and navigate through compliance, restructuring, localisation and
divestment (Oliver, 1991; Kostova and Zaheer, 1999; Suchman, 1995; Owens, 2023; Sinani et
al., 2026).

2.1.6 Emerging Synthesis: Institutions as Navigational Terrain.

Taken together, the literature points toward an important shift in how the relationship between
MNEs and institutions should be understood. The foundational literature has established that
institutions shape firm behaviour through regulative, normative and cognitive pressures.
Furthermore, cross-border strategy is deeply conditioned by legitimacy, institutional distance
and host-country constraints (Peng, Wang & Jiang, 2018; Xu & Shenkar, 2002). Later work
then showed that this relationship is not exhausted by passive adaptation. Furthermore, it is
seen that MNEs and their subsidiaries may also shape and strategically respond to institutional
pressures, while legitimacy itself is built through routines, stakeholder interaction, and
selective engagement (Regnér & Edman, 2026; Elg et al., 20217; Meyer & Tse, 2025). More
recent research on disruptions has shown a further layer by showing that institutional pressures
are increasingly unstable, politically mediated, and have a transnational scope (Meyer and Li,

2022; Owens, 2023).

This emerging synthesis is important because it changes the analytical image of the firm. In
much of the classical institutional literature, the environment is treated as comparatively stable
and the central question is how the firm adapts in order to gain legitimacy and survive.

However, the literature reviewed so far increasingly suggests that multinational enterprises face
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evolving rule systems, negotiated meanings and contested political processes. Kostova, Roth
and Dacin (2008) explicitly argue that MNEs theorising should move beyond static and
deterministic conceptions of well-defined fields and instead conceive of social environments
as evolving rule systems produced through ongoing sensemaking, enactment and political
interaction. This is a major shift because it means that institutions are not simply there as
background conditions. They are instead continuously interpreted, enacted and renegotiated by

multiple actors, including firms themselves.

Once this move is made, the multinational enterprise appears less as a passive adapter and more
as a boundary-spanning organisation that must continuously read and respond to institutional
signals. Regnér and Edman (2014) are especially important here because they show that MNE
subunits do not only conform to host-country institutions but may also innovate or adapt in
ways that generate competitive advantage. The argument lies in their suggestion that
multinationality, foreignness and institutional ambiguity may enable strategic response rather
than constrain it. This is significant because it suggests that the multinational enterprise
occupies a distinctive position in relation to institutions. Rather than only suffering liabilities
of foreignness, it may also benefit from outsider positioning, cross-context exposure and access

to alternative practices and resources.

The micro-foundational literature further develops into this argument by showing how such
navigation becomes organisationally possible. It is demonstrated that firms develop routines
and capabilities for managing institutional pressures, and that these are underpinned by micro-
foundations such as local knowledge, cultural sensitivity, interaction processes, organisational
structures and stakeholder networks. This work is important because it shifts attention away
from the macro fact of institutional pressure and toward the organisational processes through
which firms cope with and potentially shape that pressure. It also shows that legitimacy is built
through repeated interaction and through balancing local flexibility with broader corporate
values and goals. This suggests that institutions become navigational terrain not only because
the external environment is complex, but also because firms require internal routines and

interpretive capacities in order to orient themselves within it.

The disruption literature extends the same logic into a more volatile setting. Meyer and Li
(2022) argue that contemporary multinational enterprises operate in a period marked by

reduced people mobility, divergent national regulatory institutions and anti-globalisation
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populism. These disruptions do not simply intensify existing institutional challenges, they alter
the structure of the terrain itself. Home-country pressures increasingly travel across borders
and may collide with host-country expectations, while changing regulations, political
narratives and stakeholder mobilisation create new pressures that cannot be reduced to
institutional distance alone. Here, the implication is that firms must not only adapt to
institutional contexts, but also track how those contexts change, how different pressures

interact and how political processes reshape the strategic environment.

At this point, the common thread across the literature becomes clearer. Whether the focus is
legitimacy, subsidiary action, routines, political disruption or trade-policy uncertainty, the
underlying phenomenon is increasingly one of orientation under complexity. Firms must
recognise which institutional pressures matter, determine whether they are stable or temporary,
assess whether they originate in home, host or transnational arenas, and decide how to respond
without undermining either local legitimacy or firm-specific advantage. In other words, the
literature increasingly points toward a process centred on sensing, interpreting and navigating

rather than on adaptation alone.

This broader synthesis is also supported by several additional sources in the bibliography. The
institution-based view developed by Peng, Wang and Jiang (2008) and Peng et al. (2009)
established that strategy is conditioned by the formal and informal rules of the game. However,
the newer literature suggests that these rules are often unstable and contested rather than fixed.
Work on political disruptions and sequential entry already hinted that firms respond to
uncertainty through staged and experience-based adaptation (Henisz, 2000; Delios and Henisz,
2003). More recent studies on trade-policy uncertainty, tariff shocks and geopolitical conflict
show firms reorganising sourcing, investment and market presence when the institutional
environment becomes volatile (Handley and Limao, 2015, 2017; Amiti, Redding and
Weinstein, 2019; Fajgelbaum et al., 2020; Benguria, 2022; Huang et al., 2023; Vortherms and
Zhang, 2024; Zeng and Kim, 2024). Read together, these studies suggest that firms do not
merely face institutions, but navigate them through monitoring, interpretation, sequencing,

reconfiguration and strategic choice.

What emerges, then, is not yet a fully developed theory of institutional navigation, but a strong
basis for one. The literature increasingly recognises that institutions are multiple rather than

singular, dynamic rather than fixed and politically contested rather than neutral. It also
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recognises that multinational responses are mediated by subsidiaries, managers, routines and
organisational structures rather than by abstract firm-level adaptation alone. Yet these insights
remain scattered across different conversations, including institutional theory, legitimacy,
subsidiary agency, micro-foundations, disruption and geopolitical risk. The main contribution
of the synthesis at this stage is therefore to show that these strands converge on a shared
implication. Institutions should be conceptualized as navigational terrain that multinational

enterprises must sense, interpret, prioritize and traverse.

2.2.1 Defining Institutional Navigation

In the previous section 2.1 to 2.5, there was a clear suggestion that the literature points towards
a phenomenon that is not yet fully theorised. This phenomenon is the tendency for MNEs to
simply not fully adapt to institutions, but to continuously orient and adapt in multiple changing

and, at times, conflicting institutional environments.

Thus, based on that, institutional navigation can be defined as the process through which MNEs
sense, interpret, prioritise and strategically respond to institutional signals under conditions of
complexity and disruption (Owens, 2023; Meyer & Tse, 2025; Regnér & Edman, 2013; Xu &
Shenkar, 2002). An important clarification must however be made here, this definition has the
intention of extending the institution-based view, not replacing it. Peng, Wang & Jiang argue
that institutions indeed are the formal and informal “rules of the game” which shape MNE
strategy and performance, and that research must not only explain that institutions matter, but
also how important institutional navigation is for strategic choices (Peng et al., 2008). Thus,
institutional navigation points directly to that “how” question by stressing the focus on linking
institutional context to MNE action (Regnér & Edman, 2013; Elg et al., 2017; Peng et al.,
2008).

Three aspects of institutional navigation have great importance. Firstly, it is important to note
that institutional navigation is processual. This should be understood in the way that it is not a
single occurring adjustment to a stable institutional environment. It is, on the other hand, indeed
an ongoing process in which MNEs monitor institutional developments, sense their
significance and, as a result of that, decide on how to act (Olarewaju & Ajeyalemi, 2023;

Kostova et al., 2008).
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Secondly, it is important to note that institutional navigation is multilevel based (Elg et al.,
2017). Meaning that the institutional signals do not solely arise from the host-country
environment (Wu, 2024). They might originate from the host-country institutions,
governments, local communities, norms and transnational regimes, stakeholder coalitions and
geopolitical developments (Owens, 2023; Meyer & Li, 2022). Similarly, Saika, Bhattacharya
& Dwivedi emphasise the macro-, meso- and micro-institutional context and argue that
subsidiary responses are shaped by the interaction with local institutions (Saikia et al., 2026).
Finally, institutional navigation is dynamic (Regnér & Edman, 2013). MNEs are not solely
constrained by institutions, MNEs can adapt, negotiate, selectively comply, build coalitions
and, occasionally, shape the institutional environment themselves (Kostova et al., 2008).
Furthermore, Elg et al. explicitly argue that research on how MNEs manage different
institutional signals in changing emerging markets is quite limited, even though such

environments make proactive influence more possible (Elg et al., 2017).

When defining institutional navigation in this way, it does indeed also clarify how it differs
from adjacent concepts. This particular concept is broader than institutional distance, which
captures the differences between environments, but not the process through which MNEs cope
with these environments (Regnér & Edman, 2013; Xu & Shenkar, 2002). Furthermore, it is
also broader than legitimacy, which explains the importance of navigating institutional
environments, but does not cover the full range of sensing, interpreting and the responses
accordingly (Elg et al., 2017; Meyer & Tse, 2025; Kostova et al., 2008). Meyer and Tse argue
that legitimacy is central to understanding foreign firms in emerging economies, but also that
it is shaped by contingency and judgement as well as an array of market and non-market
responses (Meyer & Tse, 2025). Thus, institutional navigation incorporates legitimacy seeking,
but it is indeed not limited to it. It is also to some degree related to dynamic capabilities due to
the fact that both focus on sensing and responding under change (Olarewaju & Ajeyalemi,
2023). However, institutional navigation utilises the logic specifically aimed at institutional
and geopolitical environments rather than competition or technology alone (Olarewaju &

Ajeyalemi, 2023).

A further implication of this definition of institutional navigation is that the object of navigation

is not solely the host-country’s institutional environment (Meyer & Li, 2022; Xu & Shenkar,
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2002). The institution-based view already moves the field beyond treating institutions as
invisible background conditions by bringing formal and informal institutions to the foreground
of strategy research (Peng et al., 2008). Institutional navigation, therefore, focuses on the way
MNEs engage overlapping and shifting institutional environments, rather than a single national

context (Meyer & Li, 2022; Xu & Shenkar, 2002b).

Finally, institutional navigation has a clear organisational dimension. Elg et al. argue that MNE
responses to institutional signals depend on routines and micro-foundations at an individual,
interactive and structural level (Elg et al., 2017). Furthermore, this includes the ability of
employees to interpret local conditions, combine knowledge and balance local flexibility with
broader corporate goals (Elg et al., 2017). Thus, institutional navigation is not only an external
strategic objective, but it is indeed also an internal organisational capability (Lee et al., 2022;
Elg et al., 2017). It does indeed depend on who is sensing, how signals are interpreted, which
routines support response and how corporate and subsidiary actors coordinate under

uncertainty (Lee et al., 2022; Elg et al., 2017).

2.2.2 Types and Sources of Institutional Signals

For a more precise conceptualisation of institutional navigation, it is necessary to clarify the
different kinds of institutional signals MNEs navigate. The literature argues that these pressures
are not constricted to specific national settings or one type of local rule (Xu & Shenkar, 2002;

Peng et al., 2008).

A first distinction is between formal and informal institutional signals. The formal signals
originate from laws, regulations, sanctions and further codified rules backed by state authority
(Owens, 2023; Xu & Shenkar, 2002). Informal signals arise from social norms, moral
expectations and cultural understandings and MNEs usually face both types at once (Owens,
2023; Xu & Shenkar, 2002; Peng et al., 2008). MNEs may be legally authorised to operate in
a specific market while simultaneously facing informal pressures from consumers, employees,
activists or media (Owens, 2023). The institution-based view is indeed useful in this instance
as it argues that strategy is shaped both by regulations and by the broader social environment

in which there is competition (Peng et al., 2008).

A second distinction is between regulative, normative and cognitive signals. Xu and Shenkar

argue that institutional distance should be decomposed along the aforementioned three pillars,
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because it influences the behaviour of the MNE individually (Xu & Shenkar, 2002). The signals
of regulations concern rules and rule enforcement, normative signals concern socially valued
goals and appropriate conduct and finally, cognitive pressures concern mutual understanding

of what is “normal” or “legitimate” (Xu & Shenkar, 2002).

A third distinction concerns the source of the signal. Traditional institutional literature has often
privileged the host-country environment, however, more recent literature suggests that the
scope is too narrow. As Xu and Shenkar argue, MNEs already operate in multiple institutional
environments and thus face signals from both home and host countries (Xu & Shenkar, 2002).
In addition to this argument, Meyer and Li argue that under disruption, home-country signals
increasingly move across borders and may create conflict with host-country expectations

(Meyer & Li, 2022).

This leads to a fourth distinction being that signals may originate in home-country, host-
country or transnational environments. Home-country signals include regulatory compliance,
political expectations and CSR demands linked to the origin of the MNE (Meyer & Li, 2022;
Owens, 2023). Host-country signals include local laws, state intervention and local legitimacy
expectations (Xu & Shenkar, 2002; Peng et al., 2008; Meyer & Tse, 2025). Finally,
transnational signals arise from firm sanction coalitions, NGOs, global media, social
movements and broader geopolitical narratives (Meyer & Li, 2022; Owens, 2023). Owens
elaborates on this by arguing that during interstate war, MNEs tend to confront signals from
formal and informal institutions from both home and host environments, while on the other
hand, customers, employees and international interest groups may exert great moral signals

(Owens, 2023).

Finally, a fifth distinction concerns whether signals are either stable- or disruption-driven.
Some signals are relatively durable, such as property rights protection, corporate law or
longstanding social norms (Xu & Shenkar, 2002; Peng et al., 2008; Meyer & Tse, 2025).
However, other signals emerge at a great pace through geopolitical crises or conflicts (Meyer
& Li, 2022; Owens, 2023). Meyer & Li identify disruptions as reduced mobility, divergent
national regulation and anti-globalisation populism (Meyer & Li, 2022). Furthermore, Owens
argues that war triggers sudden changes in regulations, sanctions, public expectations and

reputational risk (Owens, 2023).
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2.2.3 A Process View: Sensing, Interpreting and Navigating

For institutional navigation to be useful as a concept, it must be further defined as a process
rather than a general label for MNE adaptation. The literature shows that MNEs do not respond
to institutional pressures in a single step. Instead, it was argued in the literature that MNEs
move through a sequence of detecting and interpreting the institutional signals and then
translating accordingly into strategic responses (Elg et al., 2017; Kostova et al., 2008;
Olarewaju & Ajeyalemi, 2023). This is crucial since institutional theory literature often
identifies signals and outcomes, but does, however, not point out the mechanisms connecting

signals and outcomes.

The first stage of this process refers to the detection and monitoring of institutional signals in
the external environment (Olarewaju & Ajeyalemi, 2023; Elg et al., 2017). For MNEs, this
means scanning for changes in regulations, political rhetoric sanctions risks, stakeholder
expectations, legitimacy threats and shifts in social norms across home-, host-, and
transnational-markets (Kostova et al., 2008; Olarewaju & Ajeyalemi, 2023). The literature
suggests that under stable conditions, this may be routine, however, when disrupted, signals
are often likely to be weak, fragmented and fast changing (Kostova et al., 2008; Olarewaju &
Ajeyalemi, 2023; Meyer & Li, 2022). As an example, Olarewaju & Ajeyalemi pointed out that
during COVID-19, MNEs faced multiple forms of uncertainty at once. Thus, their findings
imply that MNEs must be alert to not only formal policy changes, but indeed also broader shifts
in expectations and, as a result, operating conditions (Olarewaju & Ajeyalemi, 2023).
Furthermore, it is important to note that sensing is also an organisational capability rather than
a solely technical activity (Elg et al., 2017; Olarewaju & Ajeyalemi, 2023). Elg et al. suggest
that sensing depends on networks, personnel and embeddedness and that MNEs with these

capabilities are better able to detect institutional signals earlier (Elg et al., 2017).

The second stage is the interpretation of institutional signals concerns how detected signals are
translated into meaningful knowledge for the MNE. As the literature suggests, institutional
signals rarely present a clear strategic scope. A regulation might be seen as a manageable
compliance issue by one unit and as a major legitimacy threat by another unit (Kostova et al.,
2008; Olarewaju & Ajeyalemi, 2023; Meyer & Li, 2022). Interpretation can therefore be
deduced to involve managerial cognition, organisational learning and internal conflicts over

what a particular institutional signal in fact means.
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The final stage is navigation, referring to the strategic response that follows from sensing and
interpreting. This might involve compliance, selective adaptation, stakeholder engagement,
restructuring, exit or supply chain reconfiguration (Elg et al., 2017; Owens, 2002; Regnér &
Edman, 2013; Handley & Limao, 2017). MNEs may respond with measures such as adaptation,
innovation or circumvention (Regnér & Edman, 2013). Furthermore, the literature also suggest
that MNEs, when experiencing disruption, alter investments, entry sourcing or reshoring in the
case of institutional volatility, becoming strategically consequential (Zeng & Kim, 2024;
Vortherms & Zhang, 2024; Benguria, 2022; Fajgelbaum et al., 2020; Handley & Limao, 2015;
Amiti et al., 2019).

These three stages should, however, not be seen as perfectly linear since the three stages are
iterative and shape and affect each other mutually (Kostova et al., 2008; Elg et al., 2017).
Furthermore, by viewing institutional navigation as a process of sensing, interpreting and
navigation, there is a clear shift away from static associations between institutional
environments and the outcomes for the MNEs. There is, however, indeed a shift towards a
mechanism through which MNEs process institutional signals and the complexity related to

those signals.
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2.2.4 The Multilevel Nature of Institutional Navigation

Institutional navigation is inherently multilevel because neither the institutional signals
confronting MNEs nor the responses towards these signals can be located at a single analytical
level (Regnér & Edman, 2013; Kostova et al., 2008; Elg et al., 2017). This is the case since the
literature argues that MNEs operate across multiple institutional environments at once. Thus,
the complexity following that, is not possible to be adequately captured by utilising country-
level models alone (Xu & Shenkar, 2002; Regnér & Edman, 2013; Kostova et al., 2008).

The first level is the micro-level. This is where institutional signals are sensed and interpreted
by individual managers and employees (Kostova et al., 2008; Elg et al., 2017). This matters
since institutional navigation does not solely depend on external factors, but indeed also on
how local actors interpret them, what knowledge these actors possess and the judgment of the
actors (Kostova et al., 2008; Elg et al., 2017). Elg et al. argue that institutional response is
partly rooted in employee capabilities, local knowledge and cultural sensitivity rather than in

quite abstract firm-level adaptation alone (Elg et al., 2017).

The second level is the meso-level of a subsidiary and its local network and at this level, much
of the institutional navigation takes place (Regnér & Edman, 2013; Elg et al., 2017). Since
subsidiaries are highly embedded in host-country environments and are interacting with local
stakeholders, they face more specific signals than those captured by broader national indicators
(Regnér & Edman, 2013; Elg et al., 2017). There is therefore a shift of attention towards the
subsidiary as a site of strategic response, which shows that local units might actively shape,
transpose, evade, or adapt to the host countries' institutions (Elg et al., 2017). This point is
furthermore reinforced by the argument for increasingly meso-level work on how subsidiary
outcomes emerge through interactions between headquarters and local institutional

environments (Saikia et al., 2026).

The third level is the inter-organisational level, consisting of the multinational network and
especially between headquarters, regional headquarters and subsidiaries. This level does indeed
become particularly visible in cases of disruption (Meyer & Li, 2022; Lee et al., 2022). Lee et
al., for example, show that the resilience of subsidiaries during COVID-19 was shaped by a
three-layered governance structure which involved headquarters, regional headquarters and

subsidiaries (Lee et al., 2022). Furthermore, Lee et al. argue that these levels might face various
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constraints, priorities and indeed frictions. Thus, institutional navigation is not solely a matter
of local embeddedness or headquarters control, but indeed also of coordination across

organisational layers (Lee et al., 2022; Elg et al., 2017).

The fourth level is the macro level of national and subnational environments. This means that
formal regulations, normative expectations and cognitive frames still matter, however, they
must be comprehended as layered and uneven (Xu & Shenkar, 2002; Meyer & Tse, 2025;
Saikia et al., 2026).

Finally, institutional navigation also involves cross-level interaction. Elg et al. make this
explicitly clear by linking individual capabilities and interaction processes to routines and
finally linking those routines to the MNEs ability to cope with broader institutional structures

(Elg et al., 2017).

2.2.5 Temporal Dynamics and Disruption Phases

Institutional navigation cannot be argued to be multilevel but should also be understood as
temporal. The literature so far argues that MNE responses to institutional pressures develop
over time rather than appearing as one-off adjustments to fixed environments. This is important
because much of the earlier institutional literature has been stronger in identifying relationships
between institutional conditions and firm behaviour than in explaining responses developed
across phases of change. However, once disruption is introduced, temporality becomes central.
Companies do not respond to institutional pressures at a single moment, they do, however,
monitor developments, interpret them in light of past experience, act under uncertainty and

then adjust again as pressures evolve.

A useful point of departure is to distinguish between stable conditions, emerging disruption,
acute disruption and longer-term reconfiguration. Firstly, under relatively stable conditions,
institutional pressures may be routine. In other words, companies learn how to deal with host
country regulation, local stakeholder expectations and recurring legitimacy demands through
established structures and experience. In such settings, institutional navigation may still occur,
hence it is often embedded in regular compliance systems, stakeholder routines and established
governance. This all changes when disruptions begin to emerge. At this stage, signals are often

incomplete and ambiguous, since political rhetoric hardens, regulatory uncertainty increases,
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public pressures grow or geopolitical tensions start affecting expectations before formal rules
change. Here, sensing and interpretation become crucial since firms must decide whether weak

signals represent temporary noise or the beginning of more consequential institutional shifts.

The literature on policy uncertainty and political disruptions helps to understand this early
phase. Hanisz showcases that political disruptions arise from constraints on policymaking and
from the possibility that policy changes may affect the returns to multinational investments
(Henisz, 2000). Furthermore, this work suggests that companies do not simply react after a
change occurs, they must understand and assess institutional instability and consider how
policy volatility affects strategic commitment. This logic is further extended by Delios and
Hanisz by showcasing that firms often use sequential entry strategies in politically uncertain
environments, increasing commitment gradually rather than making fully irreversible
investments at once (Delios & Henisz, 2003). These studies are crucial since they show that
temporality has always been present in institutional response, even if not always explicitly
theorised as such. They further imply that companies respond to institutional uncertainty

through waiting, staging and learning over time rather than through immediate full adjustment.

Secondly, the phase of acute disruption is different because pressures become more visible,
compressed and difficult to delay. For instance, COVID-19 illustrates this particularly clearly.
Olarewaju and Ajeyalmi showcased that the pandemic produced overlapping forms of
uncertainty that affected MNEs simultaneously across operational, institutional, social and
technological domains. (Olarewaju and Ajeyalemi, 2023). Under such conditions, companies
could no longer only rely on established routines, in other words, they had to make rapid
decisions while information remained incomplete and conditions changed rapidly. Similarly,
Lee et al., showed that subsidiary resilience during the crisis depended on support from regional
headquarters and on the management of HQ subsidiary friction, indicating that response during
acute disruption is shaped not only by external environments but also by the speed and quality

of internal coordination (Lee et al., 2022).

Geopolitical conflict and war create a similarly compressed temporal setting. Owens shows
that interstate wars shift the formal and informal institutional environment in ways that can
force firms to react quickly to sanctions, legitimacy shocks and stakeholder pressure (Owens,

2023). In those moments, managers may have only limited time to weigh competing demands
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from home-country governments, host-country partners, consumers, employees and the media.
This is important since it showcases that institutional navigation under acute disruption often
occurs in real life, with incomplete information and under strong reputational and political
pressures (Owens, 2023). Institutional theory, when understood too statically, struggles to
account for this phase, since it tends to assume that firms adapt to environments whose contours

are already known.

Thirdly, focusing on adaptation and reconfiguration. Once a disruption persists, companies
begin to reorganise structures, relationships and strategies in response to the new institutional
landscape. Furthermore, this can include the reconfiguration of value chains, changes in market
presence, revised governance structures or new routines for legitimacy building and political
monitoring, hence understanding that the trade war and global sourcing literature is especially
relevant here. Handley (2015) and Limao (2007) argue that policy uncertainty affects trade and
investment decisions before and during institutional change, while later studies of the Sino-
American trade war document adjustments in prices, sourcing networks, firm value, exit
decisions and reshoring dynamics (Amiti, Redding and Weinstein, 2019; Fajgelbaum et al.,
2020; Huang et al., 2023; Vortherms and Zhang, 2024; Zeng and Kim, 2024). Buckley’s
argument that globalisation is undergoing structural reshaping strengthens the idea that some
disruptions produce not temporary adaptation but long-term strategic repositioning (Buckly,
2020). Understood in temporal terms, this means that institutional navigation does not end with
immediate crisis response, it extends into more durable organisational and geographic

reconfiguration.

A temporal view also underlines the role of learning and path dependence. Companies do not
approach all disruptions from zero. Experience with institutional uncertainty, previous crises
and existing routines help shape what they notice, how they interpret it and which responses
appear feasible. Elg et al, argued that routines for coping with institutional pressures sometimes
are underpinned by micro-foundations and evolve through interaction and practice, suggesting
that institutional navigation is cumulative (Elg et al., 2017). In other words, this means that
earlier responses become part of the firm's repertoire for future disruptions. At the same time,
this can create both strengths and weaknesses, firms may become more capable of sensing and
responding, but they may also remain anchored in routines developed for past environments

that no longer fit new conditions (Elg et al., 2017).
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Another crucial temporal feature is that disruption phases are not always linear. Signals may
be intensified and then recede, formal measures may lag behind informal pressures and
companies may cycle between anticipation, ration and re-evaluation. Home-country and host-
country pressures also evolve at different speeds. A sanction regime can be announced fast
while changes in public legitimacy may unfold more gradually or vice versa. This highlights
the point that institutional navigation is iterative. Sensing, interpretation and response must be
repeated as conditions change and actions taken in one phase may generate new pressures in
the next. A decision to remain in a contrasted market, for instance, may initially seem

manageable but later create escalating reputational costs as stakeholder expectations harden.

Conceptualising temporal dynamics in this way strengthens the broader argument of this
literature review. It firstly shows that institutions are not only multiple and multilevel but also
developing over time in ways that reshape both pressures and responses. Therefore, a
navigation embedded institutional theory must be able to explain how MNEs move across
disruption phases, how they anticipate change, react under compressed uncertainty and then
reconfigure as institutional shifts become more manageable. This temporal dimension is
essential since many of the current limitations of institutional theory stem from its bias toward
relatively stable environments. Bringing time more explicitly into the analysis helps address
that weakness and clarifies why institutional navigation must be understood as a dynamic,

processual capability rather than a static fit problem.
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2.2.6 Relationship to Adjacent Constructs

Institutional navigation shares aspects with several established constructs in international
business and strategy, but it should not be reduced to any one of them. Its analytical values lie
in integrating insights that have often been treated separately. Important adjacent constructs are
institutional distance, legitimacy, dynamic capabilities and nonmarket strategy. Each captures
important parts of how an MNE engages with institutional complexity, yet none on its own
fully explains the process through which firms’ sense, interpret and respond to institutional

pressures across home, host and transnational contexts.

Firstly, a point of distinction concerns institutional distance. This construct has been influential
in explaining how differences between home- and host-market regulative, normative and
cognitive institutions affect host-country selection, entry mode, legitimacy and transfer of
organisational practices (Xu and Shenkar, 2002). It is still valuable since it identifies one key
source of institutional difficulty for MNEs, the greater the institutional distance, the more
difficult it may be to achieve host country legitimacy and transfer of parent company routines
effectively. At the same time, institutional distance is primarily a competitive condition, not a
process concept. It is important in explaining why the environment is challenging, but less clear
how forms cope with that challenge once they are exposed to it. Institutional navigation,
therefore, incorporates institutional distance as one possible area of navigation, but extends
beyond it by focusing on the mechanisms through which firms bridge, prioritize and respond

to multiple institutional pressures over time.

Secondly, another adjacent construct is legitimacy. Institutional theory has long treated
legitimacy as essential for organisational survival and this remains true for MNEs facing
liability of foreignness. Xu and Shenkar linked institutional distance to both external legitimacy
in the host country and internal legitimacy within the MNE system (Xu & Shenkar, 2002).
Kostova, Roth and Dacin sharpened this insight by arguing that legitimacy in the MNE context
is particularly difficult since firms face multiple, conflicting legitimating environments and
therefore cannot rely simply on isomorphism to gain acceptance (Kostova, Roth & Dacin,
2008). Instead, legitimacy often has to be negotiated with different actors rather than achieved
through uniform conformity. In this sense, legitimacy is understood as one of the central aims
of institutional navigation, not as a substitute for the concept itself. Institutional navigation thus

includes legitimacy building but also includes prior stages of sensing and interpretation and the
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wider repertoire of strategic responses through which legitimacy is gained, defended or

balanced against other objectives.

Thirdly, another related construct is dynamic capabilities. Dynamic capabilities research is
crucial since it emphasises how companies’ sense, seize and reconfigure under changing
conditions. This logic is compatible with a navigation-oriented institutional perspective,
especially under crisis and disruption. Furthermore, it connects MNE response under COVID-
19 to dynamic capabilities, which showcases how firms sensed opportunities and threats, seized
opportunities and neutralised threats and transformed internal processes (Olarewaju and
Ajeyalemi, 2023). However, the two concepts are not identical. Dynamic capabilities are
broader and concern adaptation to many forms of environmental change, including
technological, competitive and organisational changes. Institutional navigation is narrower and
more direct, it focuses on how firms process institutional pressures arising from legal, political,
normative and cognitive environments. Therefore, it can be seen as a context-specific

application of dynamic capability logic to institutional complexity.

A fourth adjacent construct is nonmarket strategy. The institution-based view already opened
doors for this connection by arguing that institutions directly shape what strategic options firms
have available and by pointing to research on political and nonmarket strategies as part of the
institutional environment of competition (Peng, Wang & Jiang, 2008). Nonmarket strategy
becomes strongly embedded when firms build ties with governments, engage stakeholders, use
CSR and or ESG to manage socio-political risk or seek to shape the rules of the game. In recent
literature on disruption, legitimacy and subsidiary action, it is shown that it repeatedly
underlining these political and relational mechanisms, especially in weak institutional
environments, conflict zones and periods of geopolitical disruption (Regnér & Edman, 2014;
Owens, 2023; Meyer & Tse, 2025). Even so, nonmarket strategy is best treated as one subset
of navigational response rather than as the full concept. It refers to the repertoire of political
and stakeholder-oriented actions that firms use after the pressures have been identified and
interpreted. However, institutional navigation is broader since it includes the full process from
sensing through interpretation to response and because some responses are organisational or

operational rather than explicitly political.
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A fifth interpretation concerns the broader institution-based view itself. Institutional navigation
does not reject the institution-based view it builds on its fundamental insight that formal and
informal institutions are not background conditions but active determinants of company
strategy and performance (Peng, Wang & Jiang, 2008). In connection to this, the institution-
based view has been stronger at establishing that institutions matter than at specifying in detail
how firms process institutional plurality, ambiguity and disruption. Therefore, institutional

navigation is essentially an attempt to theorise that “how” question more explicitly.

Finally, institutional navigation also relates to ideas of co-evolution and institutional
entrepreneurship. Newer literature argues that MNEs co-evolve with institutions and may
actively shape, transpose or evade them, particularly in weak or disrupted environments
(Regnér and Edman, 2014; Elg et al., 2017). These ideas are important since they showcase
that navigation is not limited to adaptation or compliance. Firms may also participate in
redefining institutional arrangements and legitimacy standards over time. However,
institutional entrepreneurship argues for only one possible outcome or strategy within the wider
navigation process. It does not capture the full sequence through which firms first detect and
interpret pressures before deciding whether shaping, compliance, compromise or

reconfiguration is possible.

3. Conceptualising

3.1.1 Stability Bias

A central and crucial limitation in the existing literature is its tendency to treat institutions as
relatively stable background conditions. This assumption has supported valuable explanations
of institutional distance, legitimacy, entry mode and organisational fit, however, it is less suited
to contexts marked by disruption, reversal and uncertainty. Much of the classical literature was
developed around environments in which institutional pressures appeared comparatively
durable and interpretable, which allows companies to adapt over time to established rules and
expectations (Xu & Shenkar, 2002; Peng, Wang & Jiang, 2008). However, more recent work
showcases that MNEs increasingly operate in contexts where institutions shift rapidly, overlap

across jurisdictions and become politically contested (Meyer and Li, 2022; Owens, 2023). As
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a result, the literature often underestimates the extent to which institutional pressures change

in direction, speed, intensity and how these changes affect strategic behaviour.

3.1.2 Missing Process Explanation

A second gap focuses on process explanation. Existing institutional theory explains
convincingly why institutions matter, but it says less about how firms actually respond to them.
In much of the literature, institutional conditions are identified on the one hand and firm
outcomes on the other, yet it provides only a limited explanation of the mechanisms linking the
two. This is especially visible under disruptions, where firms must detect weak signals,
interpret ambiguous developments, prioritise among competing demands and translate these
into action. Recent work has begun to address routines, micro-foundations and strategic
response (Regnér and Edman, 2014; Elg et al., 2017), the literature still lacks a sufficiently
developed process view of how MNEs move from institutional exposure to institutional action.

This leaves an important explanatory gap between context and strategy.

3.1.3 Weak Multilevel Integration

A further limitation lies in the incomplete integration of multiple levels of analysis. Although
institutional theory is frequently characterised as a multilevel perspective, much of the existing
literature continues to examine institutions primarily at the country level and firm-level
responses at the organisational level. There is relatively limited integration of individual
cognition, subsidiary actions, headquarters-subsidiary interactions, and broader institutional
environments within a unified framework. Recent scholars indicates that institutional responses
are shaped across all of these levels. Subsidiaries interpret local pressures differently from
headquarters. Micro-foundations influence the enactment of organisational routines, and the
organisational frictions that shape the strategic responses (Elg et al., 2017; Lee et al., 2022;
Regnér & Edman, 2014). The absence of comprehensive multilevel integration complicates the
explanation of how institutional navigation occurs in practice across multinational enterprises

(MNEs).

3.1.4 Incomplete Home—, Host— & Transnational Integration

Traditional international business research has focused on the host country environment, while

giving less systematic attention to the simultaneous interaction of home-country, host-country
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and transnational pressures. Thus, this is increasingly problematic because contemporary
MNEs often face overlapping demands from several institutional arenas at once. It has already
been shown that the MNEs must balance internal consistency with local legitimacy across the
different environments (Xu & Shenkar, 2002). However, recent disruption research shows that
home-country political and regulatory pressures now travel more visibly across borders and
may directly conflict with host-country expectations (Mayer & Li, 2022). In addition,
transnational actors like supranational institutions, NGOs, global media, and sanctions
coalitions are playing a bigger role in shaping the firm’s environment (Owens, 2023). However,
earlier research has not brought these three sources of pressure together into one framework,

even though disruptions often come from how they interact.

3.1.5 Weak Geopolitical Integration

Another related limitation is the still incomplete integration of geopolitics into institutional
theory. Geopolitical conflict, trade war, sanctions, state rivalry and geoeconomic fragmentation
have become central features of the international business environment, yet institutional theory
has incorporated them only partially. Much of the literature continues to rely primarily on
conventional institutional concepts such as distance, legitimacy and host country adaptation,
without embedding these in the broader political and international relations dynamics now
shaping MNE strategy (Meyer & Li, 2022). This weakens the theory’s ability to explain
contemporary forms of disruption, where institutional pressures are driven by state power,
international conflict and strategic decoupling rather than by relatively stable national
environments alone. Furthermore, research on trade policy uncertainty, tariff shocks and the
Sino-American trade war reinforces the need for stronger geopolitical integration as companies
increasingly respond to politically induced uncertainty through reconfiguration, exit and
restructuring rather than through adaptation (Handley & Limao, 2015, 2017; Amiti, Redding
& Weinstein, 2019; Fajgelbaum et al., 2020; Vortherms & Zhang, 2024; Zeng & Kim, 2024).

3.1.6 Consolidated Research Gap and Thesis Positioning

From the previous sections, it can be taken together that there is a lack of navigation-oriented
institutional theory in the existing literature, which explains how MNEs deal with signals in
conditions of disruption. The existing literature provides a strong foundation for understanding

why institutions matter, how legitimacy is formed, and how institutional differences shape
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strategy. However, it remains less capable of explaining how MNEs sense, interpret, prioritise
and respond to multiple shifting and politically contested pressures across home-country, host-
country and transnational contexts. Thus, the main gap is not the absence of institutional insight
but rather the absence of a sufficiently processual, multilevel and disruption-sensitive
framework for explaining MNE behaviour. This thesis further addresses that gap by developing
institutional navigation as an extension of institutional theory, which explains how MNEs

engage institutional complexity during periods of global disruption.

4. Methodology

4.1 Nature of the Study

The purpose of this section is to outline the methodological foundation of the thesis and to
explain how the chosen approach supports the overall research question. More specifically, the
section presents the philosophical assumptions, research design and analytical logic that create
coherence between the purpose of the study, the theoretical framework and the empirical

strategy.

Furthermore, in line with the ambition of the thesis, which is to extend with an institutional-
based theory that explains how MNEs sense, interpret, and navigate institutional pressures
during global disruptions, the study is designed as a qualitative and theory-building thesis. This
is considered appropriate because the thesis does not seek to test causal relationships or produce
statistically generalisable findings, but rather to explore conceptual gaps in existing
institutional theory and contribute to the development of a more navigation-oriented

framework.

The study is exploratory and interpretive in nature, as it addresses how MNEs respond to
institutional pressures under conditions of uncertainty, volatility, and institutional complexity.
At the same time, the thesis relies on secondary data in the form of academic literature and
selected case-based material. These sources provide the analytical foundation for examining
both the limitations of existing theory and the empirical relevance of the conceptual arguments

developed throughout the thesis.
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Figure 2 - Methodology

‘ Methodology

)

@ ‘ Nature of study

{

‘ @ ‘ Research Philosophy ‘

|
£ 3 ; i

e ©

Paradigm Ontology Epistemology

L I )
v

| Methodology approach ’
¥

Data collection
¥

‘ Coding process J
12

‘ Data analysis
v
’ Data Validity and reliability
—_— e
‘ Case study design

(Own creation, Al-generated)

4.2 Research Philosophy

Facilitating a point of departure in a philosophical framework, will create a stronger foundation
and guidelines for this thesis and the researcher’s capabilities and limitations in how to
approach and investigate the scope of the thesis. The following section's overall purpose is
therefore to facilitate critical realism as the philosophical paradigm, thereby providing insights

into the science and arguing the fitness of critical realism to this thesis.

4.2.1 Paradigm

This project is grounded in the philosophy of critical realism, which provides a coherent and

suitable foundation for the study’s theoretical and empirical ambitions. The overall objective
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of the thesis is to contribute to and extend institutional theory by extending a conceptual
framework that helps multinational enterprises sense institutional theory and respond to it in a
timely and informed manner. Such ambitions require a strong philosophical position that not
only acknowledges the existence of real institutional structures but also recognises that these
structures are not directly observable and must be interpreted through social actors' experiences

and practices.

Critical realism is therefore particularly appropriate for this exact purpose, as it offers a middle
ground between the epistemological assumptions of empiricism and positivism on the one
hand, and interpretivist or constructivist approaches on the other (Cronin & Lee, 2016). Rather
than reducing social reality to observable regularities or subjective interpretations alone,
critical realism emphasizes that observable events are generated by deeper underlying
structures and mechanisms that independently operate on our immediate perception of them.
In this sense, critical realism acknowledges that a reality exists independently of human
cognition while also accepting that our knowledge of this reality is always mediated, partial

and theory laden.

As articulated by Brymann (2012), critical realism is a form of realism that explicitly
recognises both the natural order and the socially constructed aspects of the social world. It
furthermore argues that meaningful understanding and change can only occur if researchers
identify the underlying structures and mechanisms that generate observable events, discourses
and practices. These structures are not immediately evident in empirical investigation within
the social sciences. Therefore, critical realism moves beyond surface-level description and

seeks to explain why social phenomena occur as they do.

In relation to this thesis, critical realism provides a strong philosophical foundation for
examining institutional environments as layered and structured realities. Institutional pressures,
expectations and norms may manifest through observable signals such as policy discourse,
regulatory changes, stakeholder demands and historical trajectories. By adopting a critical
realist stance, this thesis acknowledges the existence of these institutional structures as real and
influential, while also recognising that MNEs interpret and respond to them through situated

sensemaking processes.
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Empirically, this philosophical position legitimises the use of secondary sources and
documented case examples as proxies for accessing the organisational actors’ interpretations
of institutional signals. Rather than understanding such material as objective representations of
reality, these sources are used to examine how institutional structures are articulated,
interpreted and acted upon by multinational enterprises across different contexts. Additionally,
case descriptions, archival material and prior empirical studies are approached as empirical
manifestations of underlying institutional mechanisms, which provide insights into the causal
forces shaping organisational responses. These empirical materials are not considered to be
ends in themselves but serve as more analytical entry points for theorising the deeper structures
and processes through which institutional signals emerge and are sensed. Overall, it can be
deduced that critical realism aligns closely with the thesis’s ambition to move beyond
descriptive institutional theory and to extend the theory that explains how and why MNEs

detect and respond to institutional change.

4.2.2 Ontology

Ontology concerns fundamental assumptions about the nature of reality and how the world is
understood and approached by researchers (Fleetwood, 2014). As such, ontology plays a
central role in shaping the theoretical and methodological considerations of this thesis. When
being grounded in critical realism, the ontological position adopted becomes inherently layered
and non-dualistic, as it rejects both strict objectivist and strict constructivist views of social

reality (Bryman, 2012)

From a critical realist lens, social reality is understood as existing independently of individual
actors, yet it is continuously reproduced and transformed through human action. Thus, this
implies that norms, institutions and organisational structures are real in the sense that they exert
causal influence, even though they are not directly observable in a material or physical form.
Critical realism, therefore, draws selectively on both objectivist and constructivist traditions,
acknowledging that social structures are not merely subjective constructions while also

rejecting the notion that they exist entirely independent of human agency.

A central ontological implication of critical realism is the emphasis on the relationship between
structure and agency. Rather than treating these as opposing or mutually exclusive forces,

critical realism conceptualises them as fundamentally independent. In other words, structures
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enable and constrain action, while agency reproduces or transforms structures through practice.
This co-dependence is especially relevant for institutional theory, where organisations both
respond to institutional environments and actively shape them over time. In the context of
MNEs, institutional structures such as regulations, cultural expectations and norms influence
strategic behaviour, while organisational responses may, in turn, reinforce, challenge and adapt

those structures.

Furthermore, critical realism supports the idea of stratified reality, distinguishing between
different modes or domains of reality. These mostly include the empirical domain, in other
words, what is experienced and or observed, where the actual domain refers to events that occur
regardless of observation and lastly, the real domain argues that it is the underlying structures
and mechanisms that generate the events. This stratification enables this thesis to avoid
simplistic either-or ontological positions. It can therefore be argued that institutional structures,
although not physically tangible, are considered real since they have causal powers and produce

observable effects (Fleetwood, 2014).

In direct connection with this thesis, this ontological stance supports and allows for the
assumption that institutional signals faced by MNEs are manifestations of deeper institutional
mechanisms. While these signals may appear fragmented, contrasted or ambiguous at the
empirical level, they are generated by enduring structures that can be analytically identified
and theorised. Deducing that this ontological positioning provides a foundation for developing
a theory that connects observable institutional signals with underlying institutional

mechanisms.

4.2.3 Epistemology

The epistemological positioning of this thesis refers directly to grounding critical realism
(Bryman, 2012). This concerns the nature, scope and limits of knowledge and in this thesis, it
is informed by epistemological relativism. This acknowledgment claims that all knowledge is
socially situated, inherently fallible and historically conditioned while still allowing for
reasoned judgment between competing theoretical explanations (Albert et al., 2020). As such,
the thesis rejects the notion of objective context-free knowledge, without venturing into radical

realism.
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From the point of view of a critical realist epistemological perspective, the central task of social
science is not limited to describing empirical patterns or observable regularities, but rather to
explain social phenomena by investigating and uncovering underlying structures and causal
mechanisms to generate them. It is therefore argued that knowledge is understood as
provisional and revisable, showcasing an ongoing process of theoretical refinement rather than
a final objective representation of reality. This perspective is therefore especially suited to the
study of institutional environments which are dynamic, multifaceted and often characterised

by ambiguous or contested signals.

In opposition to empirical approaches that rely on primary data collection, this thesis
operationalises its epistemological position through the incorporation of secondary empirical
case evidence, drawing on documented organisational cases and prior empirical research.
Within a critical realist epistemology, this material is not treated as an objective reflection of
reality, but as an empirically grounded representation through which underlying institutional
mechanisms can be analytically inferred. Secondary case studies, therefore, serve as epistemic
points of view that reveal how institutional pressures, norms and expectations are articulated,

interpreted and responded to by MNEs across different contexts and periods.

Furthermore, the critical dimension of critical realism is shown in its explanatory and
transformative ambition. By investigating the structural conditions that give rise to certain
organisational responses, the researcher is situated to threaten taken-for-granted assumptions
embedded in existing institutional arrangements, including those related to institutional
conformity, adaptation and legitimacy (Bryman, 2012). Directly referring to institutional
theory, this involves moving beyond surface level descriptions of institutional change and
towards a research of how institutional signals are constructed, transmitted and selectively

attended to by organisations.

As argued by Merriam, research grounded in this epistemological tradition recognises that the
researcher brings theoretical pre-assumptions and interpretive framework to the analysis
(Merriam, 1998). When focusing on secondary empirical material, this awareness becomes
crucial, as the researcher is interpreting prior interpretations of organisational actors and
researchers alike. Rather than focusing on a limitation, reflexivity is viewed within critical
realism as a necessary stepping stone of knowledge generation, allowing for systematic

abstraction and theory development.
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In this thesis, epistemological relativism underlines a qualitative, interpretive angle on
secondary empirical case studies to explore how MNEs sense, interpret and react to institutional
signals. The objective is not to deduce universally generalisable structures, but to develop a
theoretically informed and analytically strong explanation of institutional sensing processes.
By synthesising knowledge from existing empirical cases with institutional theory, the thesis
seeks to generate explanatory knowledge that contributes to the theory development while
remaining sensitive to the complexity and contextual embeddedness of institutional settings

faced by MNEs.

4.3 Methodology Approach

This section outlines the methodological choices that are made in this project and explains how
they support the overall research topic, which is to extend with an institutional-based theory
that explains how MNESs sense, interpret and navigate institutional pressures during global
disruptions. Given the conceptual and theory-building nature of this project, the study does not
seek to test predetermined hypotheses, but rather to identify the limitations in existing
institutional theory and propose a more explanatory framework for understanding the

behaviour of MNEs under certain conditions.

More specifically, the thesis adopts an inductive approach. This is appropriate because the
purpose of this thesis is not to verify predefined theoretical propositions, but rather to develop
a conceptual understanding from patterns that are identified across the literature and the
selected case material. An inductive approach is particularly appropriate when the objective is
to identify patterns, themes and conceptual relationships from qualitative material rather than
impose a fixed explanatory framework in advance (Thomas, 2006). It is also well aligned with
theory-building research, where concepts and relationships are progressively developed
through close engagement with empirical material (Eisenhardt, 1989). In the context of the
thesis, such an approach is especially relevant because global disruptions are characterised by
instability, ambiguity and overlapping institutional pressures, which makes a rigid deductive
design less viable. Instead, an inductive logic enables the thesis to remain open to recurring
patterns across the material and thereby supports the ambition of extending existing

institutional theory in a more processual and explanatory direction.
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4.4 Data Collection

This thesis is based on secondary data and follows a qualitative, theory-building research
design. The purpose of the study is to extend with an institutional-based theory that explains
how multinational enterprises (MNEs) sense, interpret, and navigate institutional pressures
during global disruptions. As the thesis does not aim to test causal relationships through
primary fieldwork, like methods such as interviews, surveys or participant observation.
However, the study draws on existing academic literature and selected case material to identify
theoretical gaps, where a comparison of empirical patterns and support for the development of

a navigation-oriented institutional perspective.

The data collection process consists of two interrelated elements, which are academic literature
and case material. Firstly, the thesis relies on scholarly sources to establish the theoretical
foundation of the study. Furthermore, the literature was collected on institutional theory,
institutional pressures, institutional complexity, sensemaking, nonmarket strategy, dynamic
capabilities, and international business. This literature was used to map the existing explanatory
strengths of institutional theory and to identify the areas in which it falls short in explaining
how MNEs respond under conditions of disruption. So, by doing this, it did not only serve as

background data, but as a central analytical source for theory development.

The literature search was guided by the research question and is primarily focused on peer-
reviewed articles, foundational theoretical contributions and key works within institutional
theory and international business. Relevant sources were identified through academic databases

such as Google Scholar, AAU library and Web of Science.

Furthermore, the thesis incorporates secondary case material, which helps illustrate how MNEs
encounter and navigate institutional pressures during major global disruptions. These cases
were not treated as a basis for statistical generalisation, but rather as an analytical example that
could help connect the theoretical arguments to the real-world developments. The selected
cases were chosen because they reflected situations in which MNEs faced changing or
conflicting institutional demands across national and transnational contexts, particularly during

periods of uncertainty and instability.
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For each of the cases, there were gathered materials from a range of publicly available
secondary sources. These included annual reports, company press releases, sustainability
reports, investor communications, official policy documents, publications from international
organisations, industry reports, and reputable business media. Collecting material from
multiple source types made it possible to compare firm narratives with external interpretations

of the same events and thereby improve the robustness of the analysis.

The collection of literature and case material was conducted iteratively. Insights from the
literature helped inform the selection and interpretation of cases, while the cases helped
highlight limitations in the existing theoretical explanations and furthermore supported the
identification of conceptual patterns that are particularly relevant to the theory development.
This iterative process was consistent with the overall aim of the thesis, which is to move beyond
descriptive accounts of institutional pressure and toward a more mechanism-based
understanding of institutional navigation. However, rather than treating literature and cases as

separate stages, the thesis used both continuously to refine the emerging theoretical frame.

This approach was considered appropriate for several reasons. The first is that the topic of
global disruption and institutional navigation is highly complex and ranges over multiple
countries, industries and regulatory contexts, which makes a secondary data design suitable
within the scope of the project. Furthermore, the ambition of the study is conceptual
development, where extensive engagement with prior literature is necessary to identify
theoretical gaps. Lastly, the use of case-based secondary materials allows the thesis to remain
empirically grounded while avoiding overreliance on abstract theorising alone.

However, at the same time, the use of secondary data also comes with its limitations. Since the
analysis relies on existing documentation, it is constrained by the availability, selectivity and
framing of public sources. The company-produced material may present strategic actions in a
favourable light, while the media accounts may emphasise controversy or simplification. To
reduce this limitation, the thesis draws on multiple source types across each case and compares

company material with external reporting and academic interpretations.
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4.5 Coding Process

The coding process was designed to support the thesis’s qualitative and theory-building
purpose. Since the study aims to extend with a navigation-oriented institutional theory, coding
was not used to test predefined hypotheses, but rather to identify recurring patterns across the
empirical material and connect these patterns to the theoretical concepts developed in the
literature review. Coding, therefore, functioned as an interpretive process through which
empirical observations were gradually organised into analytical categories, while still

remaining open to new meanings emerging from the data (Charmaz, 2014).

The cases were not treated as isolated events, but as examples of broader global disruptions in
which institutional environments became unstable, politically contested and difficult for MNEs
to interpret. The purpose of coding was therefore to identify how geopolitical disruption
became geoeconomic pressure, how institutional signals emerged, how these pressures moved

through industries and how firms responded through institutional navigation.

The coding followed a thematic approach, which is suitable for identifying and analysing
recurring patterns across qualitative data (Braun and Clarke, 2006). First, the material was read
closely to identify relevant empirical observations without forcing them into fixed categories

too early.

These observations were then grouped into six broader themes, which are as follows, from
geopolitical disruption to geoeconomic pressure, institutional signals under disruption,
industry-specific transmission channels, firm-specific institutional navigation, legitimacy,
responsibility, corporate nationality and unpredictability and cross-level navigation. Together,
these themes made it possible to link macro-level geopolitical developments with meso-level
industry dynamics and micro-level firm responses. They also helped show how MNEs are
exposed to both formal and informal institutional signals, and how their responses are shaped

by legitimacy pressures, responsibility expectations and uncertainty across levels.

The coding process was iterative rather than linear. The empirical material, theoretical concepts
and emerging themes were compared repeatedly in order to refine the analysis. For example,
market exit was not only coded as a firm-level response, but later became connected to
legitimacy pressure, corporate nationality and geopolitical uncertainty. Similarly, supply chain

disruption was not only understood as an operational challenge, but also as an industry-specific
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channel through which geopolitical disruption became a firm-level institutional pressure. This
iterative movement between data and theory is consistent with inductive and qualitative
research, where theory development occurs through continuous comparison between empirical

material and conceptual interpretation (Thomas, 2006).

Overall, the coding process helped move the thesis from descriptive case material toward more
analytical findings. By structuring the empirical material around the six themes, the analysis
was able to examine how MNESs sense institutional signals, interpret uncertainty and navigate

disruption across different institutional environments.

4.6 Data Analysis

Since the thesis is qualitative and theory-building in nature, the purpose of the analysis was not
to test predefined hypotheses, but to use the coded material to develop a more structured
understanding of how MNEs navigate institutional pressures during global disruptions. The
analysis, therefore, functioned as the step where the coded empirical material was interpreted,

compared and connected to the theoretical framework (Braun and Clarke, 2006).

After the coding process had identified the six central themes, the analysis was structured
around the relationship between these themes rather than around the cases as isolated events.
This meant that the empirical material was not analysed only case by case, but also across cases
in order to identify broader patterns. The themes provided the analytical categories through
which the material could be organised and compared. In this way, the coding process created
the foundation for the analysis, while the thematic analysis made it possible to move from

empirical description toward conceptual interpretation (Yin, 2018).

The analysis was developed through a three-level structure consisting of macro-, meso- and
micro-levels. This structure emerged from the coding process, as the themes pointed toward
different levels of analysis. The themes related to geopolitical disruption, geoeconomic
pressure and institutional signals formed the basis for the macro-level analysis. The theme
concerning industry-specific transmission channels created the foundation for the meso-level
analysis. Finally, the themes of firm-specific institutional navigation, legitimacy,
responsibility, corporate nationality and cross-level unpredictability informed the micro- and

cross-level parts of the analysis. This allowed the thesis to examine how disruption moves from
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wider geopolitical conditions into industry contexts and finally into firm-level strategic

responsces.

The thematic analysis was therefore utilised to build an analytical logic rather than simply list
empirical observations. Firstly, the coded material was used to identify how global disruptions
could be understood as sources of institutional pressure. Secondly, the material was compared
across industries to understand how these pressures were transmitted differently depending on
sector-specific conditions. Finally, firm-level examples were analysed in relation to the broader
institutional context in order to understand how MNEs responded to uncertainty, legitimacy
pressure and conflicting institutional demands. In this way, the analysis was gradually built
from macro-level conditions to meso-level transmission and micro-level navigation (Yin,

2018).

The analytical process was iterative. The themes were not treated as fixed boxes, but as
connected categories that informed one another. For example, observations coded under firm-
specific institutional navigation were also interpreted in relation to legitimacy, responsibility
and corporate nationality when firm responses were shaped by public expectations or country-
of-origin effects. Similarly, observations coded as industry-specific transmission channels
were connected back to geoeconomic pressure when industry exposure could be traced to
sanctions, export controls, supply chain disruption or strategic sector classification. This meant
that the analysis moved back and forth between the themes in order to understand the

relationships between them.

This approach also made it possible to connect the empirical material to the thesis’ theoretical
contribution. The analysis was not only concerned with what happened in the selected cases,
but with what these patterns revealed about institutional navigation. By working from codes to
themes and from themes to analytical levels, the thesis was able to develop an explanation of
how MNEs sense institutional signals, interpret uncertainty and navigate across different
institutional environments. In this sense, the data analysis supported the development of

institutional navigation as a dynamic, multilevel and disruption-oriented concept.

4.7 Data Validity and Reliability

To strengthen validity, the thesis relies on multiple types of secondary data, including academic

studies, company reports, policy documents, institutional publications, industry reports and
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media accounts. Using different types of sources made it possible to compare information
across perspectives and reduce the risk of relying too heavily on one single source type. This
form of triangulation is important in qualitative case-based research because it increases the
credibility of the analysis by allowing patterns to be checked across different forms of empirical
material (Yin, 2018). In this thesis, triangulation was particularly relevant because global
disruptions are complex and politically contested, which means that no single source can fully

capture how institutional pressures emerge and affect MNE behaviour.

Validity was also strengthened through the connection between the research question,
theoretical framework, coding process and analytical structure. The coding themes were
developed to reflect the thesis’s focus on geopolitical disruption, institutional signals, industry
transmission, firm-level navigation, legitimacy and cross-level unpredictability. This helped
ensure that the analysis remained aligned with the purpose of the thesis rather than becoming
a descriptive account of individual cases. In this way, the internal coherence between theory,

method and analysis contributed to the credibility of the findings.

Reliability was addressed through transparency in the research process. Since qualitative
interpretation always involves a researcher’s judgment, reliability does not mean that the
analysis can be repeated in the same way with identical results. Instead, reliability concerns
whether the analytical process is sufficiently clear and consistent for the reader to understand
how the conclusions were developed. To support this, the thesis has described how the
empirical material was collected, how the coding themes were developed and how the data
analysis was structured. This creates a clear chain of evidence between the sources, the coding

process, the analysis and the final theoretical contribution (Yin, 2018).
4.8 Case Study Design

This thesis seeks to facilitate a single holistic case study design, following the methodological
logic presented by Yin (2018), in order to investigate how MNEs navigate institutional
pressures under conditions of global disruption. It is argued that a case study method is
especially appropriate when the research seeks to understand complex, contemporary
phenomena in real-life context, especially when the boundaries between the phenomenon and

its context are not clearly evident (Yin, Campbell, 2018). This is highly relevant for this study,
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where the focus is not on a discrete organisational unit, but rather on a broader and dynamic

relationship between geopolitics and geoeconomics.

Facilitating Yin’s argumentation, the first step in designing a case study is to clearly define the
case itself (Yin, Campbell, 2018). For this thesis, the case is conceptualised as the relationship
between geoeconomics and geopolitics, rather than a specific country, industry or firm. This
baseline reflects the argument that contemporary institutional dynamics cannot be fully
understood through isolated empirical units but must instead be analysed as interconnected

processes that unfold across multiple levels.

To be more concrete, the case captures how geopolitical events such as interstate conflict,
strategic rivalry and shifts in global power relations are translated into geoeconomic
mechanisms, including sanctions, export controls, investment screening and supply chain
disruptions. These different mechanisms then generate institutional pressures that companies
must interpret and respond to. Defining the case, it facilitates the research aligns with the notion
of contemporary phenomenon within a real-life context, where the phenomenon cannot be
meaningfully separated from its broader geopolitical and economic environment (Yin,

Campbell, 2018).

The selection of a single case design is justified by the explanatory and theory-building
ambition of the thesis. It can be argued that single case studies are appropriate when the case
represents a critical, revelatory or unique instance of a broader phenomenon (Yin, Campbell,
2018). In this light, the relationship between geopolitics and geoeconomics can be considered
a critical case for institutional theory, as it exposes the limitations of existing frameworks that

assume relatively stable institutional environments.

In connection, the case is simultaneously treated as holistic rather than embedded (Yin,
Campbell, 2018). In other words, the analysis focuses on the overall phenomenon rather than

on multiple sub-units within the case (Yin, Campbell, 2018).

This design thereby follows the logic presented by Yin (2018) and the distinction between
holistic and embedded case studies. A holistic design is appropriate when the research question
addresses a general process or system rather than multiple analytically distinct units. Due to

the fact that this thesis aims to conceptualise institutional navigation as a multilevel and
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dynamic process, a holistic design provides the necessary analytical coherence (Yin, Campbell,

2018).

A key consideration in case study research is the definition of the unit of analysis (Yin,
Campbell, 2018). In this thesis, the unit of analysis will be the process through which
geopolitical disruptions are translated into firm-level institutional navigation through
geopolitical mechanisms. The processual unit of analysis reflects the central focus on how

MNEs sense, interpret and respond to institutional pressures.

By facilitating this adaptation, a process-based unit of analysis occurs, the study moves beyond
static observations of firm behaviour and instead examines the mechanisms linking macro-

level disruptions into micro-level responses.

Even though the thesis is framed as a single holistic case, it seeks to incorporate multiple
empirical illustrations drawn from different industries and firms. Adapting this to the
methodology, these illustrations are not treated as separate cases, but as sources of evidence
within the case. Their purpose is to provide empirical grounding for the conceptual argument

and to demonstrate how the broader phenomenon manifests in practice (Yin, Campbell, 2018).

The analytical strategy follows a theory-building and pattern-matching logic corresponding to
the methodology logic (Yin, Campbell, 2018). Pattern matching involves comparing
empirically observed patterns with theoretically expected ones to strengthen internal validity
(Yin, Campbell, 2018). This thesis, it will entail that the patterns identified in the empirical

material are compared with the conceptual framework of institutional navigation.

In addition, the thesis adopts elements of explanation building, another analytical technique
defined by Yin (2018). Explanation building involves refining theoretical propositions based
on empirical evidence. For this thesis, the concept of institutional navigation is developed and

refined through continuous interaction between theory and empirical material.

The usage of a single holistic case study offers several strengths. It allows for an in-depth
analysis of a complex and dynamic phenomenon, captures the interaction between multiple
levels of analysis and supports theory development (Yin, Campbell, 2018). It further aligns
with the critical realist perspective adopted in the thesis, which emphasises the identification

of underlying mechanisms rather than observable regularities.
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However, the design also has limitations. Single case studies may face challenges related to
generalisability. The findings of this thesis are therefore intended to provide analytical rather
than statistical generalisation, in other words the results contribute to theoretical development

(Yin, Campbell, 2018).

5 Analysis & Findings

The purpose of this analysis is to investigate how geopolitical disruptions are translated into
geoeconomic pressures for MNEs, and how these pressures are sensed, interpreted and
navigated across different analytical levels. The analysis takes its point of departure in the
broader argument that is developed throughout the thesis, which involves the existing
institutional theory remaining useful for explaining why institutions matter, but is less capable
of explaining how firms respond when institutional environments become unstable, fragmented
and politically contested. Rather than treating institutions as stable background conditions, this

analysis tries to understand them as dynamics and disruptive terrains that MNEs must navigate.
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Figure 3 - Analysis & Findings
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The analysis is structured around the relationship between geopolitics and geoeconomics. In
this thesis, the case is not understood as one individual company, one industry, or one
geopolitical event. Instead, the case is built upon the broader relationship through which
geopolitical disruption becomes geoeconomic pressure. This means that the Russia-Ukraine
war, the US-China rivalry, the oil industry, the automotive industry, technology, and selected
firm examples such as Novo Nordisk, BASF, and Lukoil are treated as analytical illustrations
of one broader phenomenon. This broader phenomenon is the transformation of geopolitical

disruption into institutional and strategic pressure for MNEs.
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It can furthermore be deduced that in this analysis, geopolitical disruption does not affect firms
in a uniform or direct manner. However, these geopolitical events are mediated through
institutional signals, industry structures, stakeholder expectations, regulatory changes,
sanctions, market uncertainty, and legitimacy pressures. This perspective aligns with the recent
international business research, which argues that geopolitics should no longer be treated
exclusively as an external country-level constraint. Moreover, it is shown that these
geopolitical tensions have increasingly shaped MNEs behaviour through corporate nationality,
organisational design, global value chain configuration, and nonmarket capabilities (Sinani et

al., 2026).

The analysis also draws upon the concept of institutional navigation, as developed in the
theoretical section of the thesis. Institutional navigation refers to the process by which MNEs
sense, interpret, prioritise, and respond to institutional signals under conditions of complexity
and disruption. This processual perspective is essential because MNEs are not simply exposed
to institutional pressures they must actively interpret and respond to them. This is particularly
significant during global disruptions, when institutional signals are often weak, ambiguous,
contradictory, and rapidly changing. For instance, a geopolitical event may begin as a political
conflict between states but later affect firms in several ways, such as through sanctions, export

controls, reputational pressure, supply chain disruption, or changing stakeholder expectations.

The analytical focus is therefore not only on what happens during geopolitical disruption, but
on how such disruption becomes meaningful for firms. This distinction is important. A war,
trade conflict, or political rivalry does not automatically produce the same consequences for all
MNEs. Rather, its consequences depend on how the disruption is institutionalised through
formal and informal mechanisms, how it affects particular industries, and how firms interpret
their own exposure. Rana and Serensen’s (2021) study of legitimacy development is relevant
here because it shows that MNE legitimacy is not only achieved through compliance but may
also develop through image, endorsement, and synergy, particularly when firms collaborate

with local actors or engage in institutional innovation.

Furthermore, this has direct relevance for the present analysis because geopolitical disruptions
often create legitimacy challenges for MNEs. Firms may be judged not only by their economic
activities, but also by their nationality, political associations, supply chain dependencies, or
perceived alignment with particular states. For this thesis, the sense is that the analysis treats

MNESs as embedded actors that are operating across multiple institutional environments at once.
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Their Strategic responses are shaped by home-country pressures, as well as host-country
regulations, transnational norms, media narratives, civil society expectations, and industry-
specific conditions. The thesis, therefore, seeks to show that the relationship between

geopolitics and geoeconomics is multilevel, dynamic, and characterised by unpredictability.

5.1 Analytical Logic: The Relationship Between Geopolitics and

Geoeconomics.

This section has the purpose of establishing the analytical logic that guides the following
analysis. Rather than just treating geopolitics and geoeconomics as separate domains, this
thesis tries to understand them as two closely connected domains. Geopolitics refers to the
struggles over power, security, territory, resources and influence between states and political
actors, while the geoeconomics aspect refers to the use of economic instruments to pursue
political and strategic objectives, as well as the economic consequences of geopolitical
competition (Blackwall and Harris, 2016; Farrel and Newman, 2019). Furthermore, this section
is treated as a conceptual bridge between the theoretical framework and the empirical analysis

that follows.

The central argument is that multinational enterprises increasingly operate in an environment
where geopolitical tensions are expressed through geoeconomic instruments. Geoeconomics
can be understood as the use of economic instruments to advance geopolitical objectives
(Blackwill and Harris, 2016). War, sanctions, trade restrictions, export controls, investment
screening, industrial policy, and energy strategy are therefore not only political developments
they also reshape the institutional and economic conditions under which firms operate. Sinani
et al. (2026) argue that geopolitical tensions increasingly shape market access, value chains,
and investment decisions, while MNEs must navigate regulatory nationalism, resource
competition, and changing policy environments. This means that MNEs must interpret
geopolitical developments not only as external political risks, but as institutional signals that
may affect market access, supply chains, legitimacy, regulation, and strategic decision-making

(Sinani et al., 2026; Rana and Serensen, 2021).

This relationship is not understood as a simple one-way movement from geopolitics to

geoeconomics. Instead, geopolitics and geoeconomics are treated as dynamic and
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interdependent. Geopolitical tensions may lead to geoeconomic measures such as sanctions,
tariffs, export controls, investment screening, and subsidies, but these measures can also
reinforce geopolitical rivalry by reshaping dependencies, alliances, and strategic vulnerabilities
(Sinani et al., 2026). Farrell and Newman (2019) show that global economic networks can
become instruments of coercion when states exploit asymmetrical interdependence. For
example, sanctions may weaken economic ties between states, while export controls may
accelerate technological decoupling by restricting access to strategic technologies and
knowledge flows (Luo and Van Assche, 2023). In this way, economic instruments become part

of the geopolitical relationship itself.

For MNEs, this creates a complex and unpredictable institutional environment. Firms are not
only affected by formal rules such as sanctions, tariffs, and export controls, but also by informal
pressures such as media narratives, consumer reactions, and assumptions about corporate
nationality. Furthermore, geopolitical fragmentation is increasingly making corporate
nationality a strategic issue, because of firms that may be judged according to their country of
origin, ownership structure or political alignment. This means that MNEs can become

politicised even when they primarily understand themselves as economic actors.

5.2 Macro-level: Geopolitical and Geoeconomic Dynamics in the

Conflict of Russia-Ukraine and US-China

For this section, the macro-level will be analysed, where the relationship between geopolitics
and geoeconomics becomes visible through state rivalry, war, sanctions, trade policy, and
security concerns that interact with markets and multinational enterprise strategy. Rather than
treating geopolitics as a political background condition and geoeconomics as a later economic
consequence, this section understands the two as mutually reinforcing dynamics. Geopolitical
tensions shape economic instruments, while those economic instruments become part of the
geopolitical struggle itself. However, this means that sanctions, tariffs, export controls,
investment screening, energy restrictions, and industrial policy are not only economic
responses to political events, but they are also tools in geopolitical competition (Blackwill and
Harris, 2016; Farrell and Newman, 2019). Such diplomatic and geoeconomic confrontations
are manifested through “economic instruments designed to advance geopolitical objectives”,

including tariffs, sanctions, export and investment controls, subsidies, and currency measures
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(Sinani et al., 2026, p. 2). This illustrates how geopolitical rivalry becomes strategically
relevant for MNEs when it is converted into sanctions, controls, market restrictions and value-

chain pressure.

This dynamic is particularly visible in the Russia—Ukraine war. At one level, the war is a
geopolitical conflict concerning territory, sovereignty, military security, and the balance of
power in Europe. At another level, it is also a geoeconomic conflict because economic
instruments have become central to how the war is fought beyond the battlefield. Additionally,
it has moved beyond the battlefield and has developed into a broader institutional and economic
disruption. This has occurred through different types of factors, such as asset freezes,
restrictions on Russian financial institutions, energy measures, sanctions, and company
withdrawals. As a result, it can be deduced that wars create new institutional challenges and
legitimacy pressures for multinational enterprises. (Owens, 2023, p. 496). This illustrates how
war not only creates military or political disruption but also produces institutional signals that
firms must interpret and respond to. This is important because firms are not only required to
comply with formal sanctions, but must also interpret informal pressures from governments,

media, investors, employees, consumers, and civil society.

The Russia—Ukraine war, therefore, shows that the relationship between geopolitics and
geoeconomics is not linear. The war created geoeconomic measures, but these measures also
shaped the geopolitical environment by isolating Russia, restructuring energy relations, and
increasing the strategic importance of alternative suppliers and politically aligned markets.
Additionally, these sanctions against Russia, which are a result of the invasion of Ukraine, have
disrupted energy markets and forced MNEs to reconfigure operations. Additionally,
geopolitical tensions have increasingly shaped the core of international business decisions
(Sinani et al., 2026). In this sense, the war demonstrates how geopolitics and geoeconomics

continuously interact.

For MNEs, this creates a situation of institutional uncertainty. During war, “MNEs in war may
be confronted with competing new institutional pressures across multiple jurisdictions”
(Owens, 2023, p. 497). This illustrates how MNEs must navigate overlapping home-country,

host-country and transnational pressures at the same time.
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Firms with direct ties to Russia had to decide whether they wanted to continue operating,
suspend their activities or even leave the market entirely. However, this was not based only on
economic calculations but was also shaped by concerns about legitimacy and uncertainty about

how these institutional environments would develop.

However, a firm could be legally allowed to continue operating in Russia but would still face
some reputational pressure for doing so. Alternatively, a firm could exit Russia and face
operational losses, stranded assets, or disrupted supply chains. This illustrates the central
problem of institutional navigation, where firms must interpret unclear, overlapping, and

changing institutional signals before the long-term consequences are known.

The Russia-Ukraine case also illustrates the macro-level importance of energy. Energy markets
connect geopolitics and geoeconomics because energy is both a commercial input as well as a
strategic resource. The International Energy Agency argued that the invasion on Ukraine
“triggered a major energy supply and security crisis” which also had a broader effect on the
global economy through the rising commodity prices and inflationary pressures (IEA, 2022).
This shows how the war quickly moved beyond just being a military conflict and how it created
instability in energy markets, while also increasing costs for firms and industries. For firms in
energy-intensive sectors, the war was therefore not only a distant political conflict but a direct
challenge to cost structures, production planning, competitiveness, and long-term investment.
This supports Farrell and Newman’s (2019) argument that interdependence can be used as a
source of power. Global networks may create efficiency in stable times, but during geopolitical
conflict, they can also become points of vulnerability. Farrell and Newman (2019) describe this
by arguing that “asymmetric network structures create the potential for ‘weaponized

299

interdependence’”. This illustrates how global interdependence can shift from being a source

of efficiency to becoming a source of geopolitical vulnerability.

The US—China rivalry reflects another important macro-level dynamic. Unlike the Russia—
Ukraine war, it is not mainly shaped by direct military conflict, but by strategic competition
over trade, technology, standards, data, investment, and global influence. It is geopolitical
because it is linked to power, security, and the future shape of the international order.

Additionally, it is also geoeconomic, since many of the tools that are used are economic and
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regulatory, including tariffs, export controls, investment screening, industrial subsidies,
technology restrictions, and supply chain changes. Sinani et al. (2026) argue that U.S.—China
technological competition has “fragmented semiconductor supply chains.” This shows how
geopolitical rivalry can affect particular industries, especially technology sectors where supply

chains, knowledge flows, and national security concerns are closely connected.

Furthermore, it is shown that geoeconomic instruments can be incorporated into geopolitical
strategy, where tariffs are not only used to protect domestic industries, but they are also used
to signal strategic rivalry. Additionally, export controls are not only technical regulations but
also instruments used to limit the technological development of rival states. Furthermore,
industrial policies are not only domestic economic tools, but they also serve to strengthen
national resilience and reduce dependence on geopolitical competitors (Lou and Van Assche,

2023).

The US-China rivalry has also shown how corporate nationality becomes politically
significant. Sinani et al. (2026) argue that in a global economy, where firm nationality is no
longer a neutral background variable, it shapes how firms are perceived by host-country
governments and stakeholders. This illustrates how MNEs may be judged not only by what
they do, but also by where they come from and how their national origin is interpreted
politically. It is further argued that when there is a detachment in geopolitics, it may cause firms
to adopt different governance modes depending on how their nationality is interpreted by host-
country actors, and that these patterns often follow political alignment rather than just
geography alone. This is particularly important in strategic sectors such as semiconductors,
telecommunications, software, artificial intelligence and critical infrastructure, where firms
may be judged according to country of origin, ownership structure, data access or state

connections.

Additionally, previous research the standpoints have typically characterised MNEs as
efficiency-seeking actors that select locations, governance structures, and value-chain
configurations based on the market's opportunities and institutional differences. Under these
conditions of geopolitical rivalry, it is worth noting that efficiency is no longer the only

organising principle. Firms may need to duplicate supply chains, avoid specific markets,
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localise operations, restructure ownership, or develop nonmarket strategies to maintain access
and legitimacy. International business research should move beyond treating geopolitics solely
as an external country-level constraint and instead examine how geopolitical risk is internalised
through corporate nationality, organisational design, value-chain configuration, and nonmarket

capabilities (Sinani et al., 2026).

The Russia-Ukraine war and the US-China rivalry, therefore, illustrate two different macro-
level expressions of the same broader relationship. In the Russia-Ukraine case, the geopolitical
conflict becomes geoeconomic through sanctions, energy disruption, financial restrictions and
legitimacy pressure. In the US-China case, geopolitical rivalry becomes geoeconomic through
tariffs, export controls, technology restrictions, investment screening, and strategic decoupling.
However, in both cases, the relationship is dynamic, where geopolitics is shaping the economic

instruments, and economic instruments reshape geopolitical relations.

5.3 Meso-level: Industries as Arenas of Geopolitical and Geoeconomic

Interaction

At the meso-level, the relationship between geopolitics and geoeconomics becomes visible
through industries. While the macro-level illustrates how geopolitical disruption emerges
through war, rivalry, sanctions and strategy the meso-level illustrates how these disruptions are
further translated into industry-specific forms of geoeconomic signals (Luo & Van Assche,
2023a; Gereffi, 2020; Sinani et al., 2026). Thus, it can be deduced that industries function as a
sort of transmission channel between macro-level disruptions and into firm-level navigation.
Industries should not be comprehended as passive contexts in which geopolitical signals arrive
unchanged. Rather, the literature argues that industries filter, amplify and reshape geopolitical
pressures according to their resource dependence, supply chain structure, technological
sensitivity, regulatory exposure and state strategic importance (Luo & Van Assche, 2023;
Gereffi, 2020; Sinani et al., 2026). Thus, this means that the same geopolitical disruption can

lead to different geoeconomic outcomes across sectors.

In the energy industry, the consequences of disruptions are transmitted through energy security,
sanctions, supply insecurity and price volatility (Sinani et al., 2026; Asia News Monitor, 2025;
IEA, 2022). In the automotive industry, disruption is transmitted through global value-chain
complexity, input shortage, industrial policy and technological transition (OECD, 2023, 2024).
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In the technology industry, it is seen that disruptions are transmitted through export control, as
well as investment screening, data regulation, semiconductor dependence and the securitisation
of knowledge (Luo & Van Assche, 2023b; OECD, 2023; Sinani et al., 2026; WTO, 2023).
Thus, “...supply chain dynamics vary considerably, not just by industry but also by the
characteristics of specific products, the strategies of the companies that make them, and the
distribution channels involved” (Gereffi, 2020, p. 288). This quote further supports the point
that industries mediate disruptions differently since supply chain dynamics vary considerably

by industry, product characteristics and company strategy.

The energy industry provides a great example of movement from geopolitical disruption to
geoeconomic pressure (Theme 1). Since energy can both be perceived as an economic input
and a geopolitical resource, energy does indeed shape national security, industrial
competitiveness, household welfare, military capacity and ultimately state power (BASF
Group, 2022; Farrell & Newman, 2019; IEA, 2022). Thus, it can be argued that disruptions in
energy markets are rarely solely commercial events and the Russia-Ukraine war made this
visible. The IEA (International Energy Agency) states that Russia’s invasion of Ukraine
“..triggered a major energy supply and security crisis that has sent commodity prices to new
highs, with wider implications for the global economy” (IEA, 2022, p. 3). This illustrates how
a military conflict was rapidly converted into energy-market instability, inflationary pressure

and industrial cost pressure.

Furthermore, at the meso-level, it can be deduced that the oil and gas industry transmits
geopolitical disruptions through sanctions, ownership restrictions, transport routes, insurance,
finance, supply contracts and reputational exposure (Asia News Monitor, 2025; IEA, 2022;
Owens, 2023a). The IEA further argues that the conflict added pressure and uncertainty to an
already limited gas market while Europe became a premium market for liquefied natural gas
as a means to compensate for the falling supply of Russian gas (IEA, 2022). This is a clear
example of an institutional signal affecting the industry under disruption (Theme 2). This is the
case since energy-intensive industries had to interpret rapidly changing institutional signals.
Some signals were formal in the cases of sanctions, import restrictions and diversification
policies (IEA, 2022; Owens, 2023a; WTO, 2023). While other signals were informal in the
sense that there was great public pressure to reduce dependency on Russian energy, as well as

reputational criticism of firms linked to Russia (Owens, 2023a; Sinani et al., 2026).
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In continuation of this argument, the consequences of legitimacy, responsibility, and corporate
nationality in the energy industry are also illustrated (Theme 5). This argument is further
supported by the quote, “Wars, and violent conflicts generally, can generate significant
institutional dynamics and new legitimacy pressures for multinational enterprises” (Owens,
2023, p. 496). Thus, firms must respond to formal and informal institutional signals when
deciding whether to protect legitimacy or defend their economic objectives (Owens, 2023).
This is indeed crucial in the energy industry since nationality and state association have a

tendency to become politically meaningful.

The automotive industry represents a different meso-level mechanism. While the energy
industry translates geopolitical disruptions through resource dependence, the automotive
industry translates geopolitical disruption through the value- and supply chain complexity
(OECD, 2023, 2024). This is the case since automotive production depends on globally
dispersed supplier networks, semiconductors, batteries, critical minerals, logistics systems,
energy inputs, and the coordination between manufacturers and suppliers (BASF Group,
2023b). This illustrates that geopolitical disruption enters the automotive industry, not only
through war and sanctions, but also through trade rules, technological standards, industrial

policy and competition over future mobility.

The automotive industry, therefore, can be argued to operate through complex production
networks (Theme 3). The Russia-Ukraine war affected this industry through energy costs and
uncertainty in European production (BASF Group, 2023b; IEA, 2022; OECD, 2024).
Furthermore, the US-China trade war affects the automotive industry through tariffs, battery
supply, semiconductor access, electric vehicle competition and subsidies (Luo & Van Assche,
2023a; OECD, 2024; WTO, 2023). The automotive industry is highly globalised and has
experienced significant reallocation of production across countries and regions, mainly because
of changes in supply and demand (OECD, 2024). Additionally, this means that when looking
into the geopolitical signals, it becomes incorporated into the decisions about where production
should be located, how suppliers should be managed, which technologies should be prioritised
and how efficiency should be balanced against resilience (Gereffi, 2020; Luo & Van Assche,
2023a; OECD, 2024; Sinani et al., 2026).
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This arguably proves a challenge for the historical logic of automotive globalisation. The
automotive industry has traditionally relied on efficiency, scale, specialisation and just-in-time
coordination (Gereffi, 2020; OECD, 2024; WTO, 2023). However, geopolitical uncertainty is
a great factor for weakening the assumption that cost efficiency alone should dictate production
(Luo & Van Assche, 2023a; WTO, 2023). When supply chains are exposed to disruptions like
sanctions, export controls, tariffs, mineral restrictions or sudden regulatory change, resilience
becomes strategically important (Gerefti, 2020; OECD, 2024; Sinani et al., 2026; WTO, 2023).
“Greening”, “digitalization” and “shifting global value chains” including scenarios
characterised by export bans, investment screening, reshoring incentives and more regionalised
value chains, are frames for future automotive development (OECD, 2024, p. 8). This proves
that firms in the automotive industry must interpret several institutional signals at once
environmental regulation, industrial subsidies, investment screening, due diligence and

national strategies for technological autonomy (Theme 2).

The technology industry provides a great example of the overlap between geopolitics and
geoeconomics. Technology is increasingly treated as strategic because it can be linked to
productivity, military capability, data control, artificial intelligence, telecommunications
infrastructure and future competitiveness (Farrell & Newman, 2019; Luo & Van Assche,
2023a; Sinani et al., 2026). “Techno-geopolitical uncertainty” can be defined as disruption
caused by policy changes from powerful states seeking to interlock techno-nationalists and
geopolitical gains (Luo & Van Assche, 2023, p. 1424). In the technology sector, it can be
argued that the transition from geopolitical disruption to geoeconomic pressure becomes
especially visible because geopolitical rivalry is converted into geoeconomic instruments such
as export controls, subsidies, investment screening and restrictions on knowledge flows (Farrell

& Newman, 2019; Luo & Van Assche, 2023a; Sinani et al., 2026).

The US CHIPS and Science Act greatly illustrate this dynamic. It can indeed be argued that the
act represents a clear shift from market-oriented liberalism towards intervention-oriented
techno-nationalism (Luo & Van Assche, 2023a). The act's reliance on subsidies, export controls
and investment screening makes a shift away from the free trade principles, while it pursues

the “weaponization of global value chains” for geopolitical and geoeconomic purposes (Luo &
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Van Assche, 2023a, p. 1432). This is therefore a clear example of how states utilise economic
instruments to pursue security objectives. Thus, firms in the technology industry must therefore
not only navigate market competition, but indeed also national technology security measures,
export control, compliance, investment restrictions and political suspicion (Luo & Van Assche,

2023a; Sinani et al., 2026).

In the technology industry, it is also clear that ownership advantages can be politicised. In
traditional business theory, ownership advantages such as patents, software, platforms, brands,
data access, and technological capabilities help firms compete internationally (Luo & Van
Assche, 2023a; Sinani et al., 2026; Xu & Shenkar, 2002). Because under geopolitical rivalry,
these advantages might become sources of exposure. Geopolitical tensions are arguably
reshaping the global business environment and that attention must shift towards corporate
nationality and how it shapes firm responses through organisational design, global supply- and
value-chain configuration and nonmarket capabilities (Sinani et al., 2026). Thus, legitimacy in
the technology industry can be argued to be increasingly dependent on trust, data security,

political alignment and perceptions of national affiliation (Theme 5).

5.4 Micro-level: Firm Responses and Institutional Navigation

At the micro-level, the link between geopolitics and geoeconomics is illustrated in the strategic
responses of the individual firms. As previously analysed, the macro-level illustrates how
geopolitical tensions and geoeconomic instruments interact, and the meso-level illustrates how
industries transmit these signals. However, in this section, it will be analysed how the micro-

level shows how MNEs interpret and navigate these signals in practice.

The firm-level analysis is indeed an important aspect since MNEs simply do not respond
mechanically to disruption. They must instead make strategic judgment under uncertainty (Luo
& Van Assche, 2023a; Owens, 2023; Peng et al., 2008). This reason is that conflicts tend to
create significant institutional dynamics leading to new legitimacy pressures for MNEs
(Owens, 2023). Furthermore, it can be argued that these tensions shape the behaviour of the
MNE through “corporate nationality,” ‘“organisational design,” “global value chain
configuration,” and “nonmarket capabilities” (Sinani et al., 2026, p. 1). Thus, it can be deduced

that MNEs become politicised not solely by what they do, but also because where they are
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from, which industry they operate in, and how their actions are interpreted during conflict or

disruption.

Novo Nordisk, BASF and Lukoil illustrate three forms of firm-level navigation. Novo Nordisk
can be argued to be operating from a strong legitimacy position since they operate in healthcare
and supplies essential medicines (Rana & Serensen, 2021). BASF navigates from a position of
industrial and energy exposure, where disruption indeed is transmitted through natural gas and
production costs (BASF Group, 2023a, 2023b). Lukoil navigates from a highly constrained
position because its Russian nationality exposes it to sanctions, previously mentioned
geopolitics and indeed also legitimacy contestation (Asia News Monitor, 2025). Thus,
illustrating that institutional navigation depends on the intersection between industry exposure,

institutional signals, corporate nationality and legitimacy position.

Novo Nordisk illustrates institutional navigation through controlled continuity, further
clarification will follow (Novo Nordisk, 2023). As a pharmaceutical company, Novo Nordisk’s
goods are not solely commercial but also a part of healthcare. Novo Nordisk states that its
purpose is “(...) driving change to defeat diabetes and other serious chronic diseases” and to
make innovative medicines accessible worldwide (Novo Nordisk, 2022, p. 6). This gives Novo
Nordisk a different kind of legitimacy compared to firms in supplying consumer goods, energy

or technology (Rana & Serensen, 202; Sinani et al., 2026).

In the case of Novo Nordisk, it can thus be argued that the link between geopolitics and
geoeconomics becomes visible because geopolitical disruption changes how ordinary business
activity is perceived. In conditions of stability with no disruptions, supplying insulin and
maintaining market presence are mainly commercial activities. In the annual report for 2022,
Novo Nordisk acknowledged the Russian invasion of Ukraine as geopolitical pressure (Novo
Nordisk, 2022). Furthermore, it is noted that “In Russia, we have suspended marketing
investments and changed our focus from launching new medications and clinical investment,
to securing supply of insulin to ensure our patients have access to these essential medicines.

Our factory in Russia supplies insulin to patients in Russia only” (Novo Nordisk, 2022, p. 34).
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This can be argued as a clear illustration of activities conducted in a certain region, which can
become politically and morally charged. By limiting the production and supply of insulin to
only Russia, and not investing in any R&D, it can be argued that continued activity in Russia
may be interpreted as support for a contested environment but also making Novo Nordisk
viable for sanctions, while a total withdrawal might be interpreted as abandoning patients who
greatly depend on essential medicine. Thus, it can be argued that geopolitics becomes
geoeconomic, not only through sanctions, but through the way conflict reshapes market
legitimacy (Owens, 2023a; Rana & Serensen, 2021; Sinani et al., 2026).
Yet, returning to the previously mentioned concept of controlled continuity for Novo Nordisk.
The response from Novo Nordisk should be understood as controlled continuity due to
maintained patient access, while activities that could be perceived as market expansion could
both damage legitimacy and make Novo Nordisk prone to sanctions (Owens, 2023a).
Furthermore, this also connects Firm-specific institutional navigation (Theme 4) and
Legitimacy, responsibility, and corporate nationality (Theme 5) since the response to the
disruption is both operational and legitimacy preserving (Owens, 2023; Luo & Van Assche,

2023a).

BASF illustrates navigation through adaptation and reconfiguration. The war in Ukraine
translated into geoeconomic pressure due to the increased prices on the energy market. For
BASF, 2022 was “a brutal wakeup call that peace and economic stability cannot be taken for
granted” furthermore stating that “Natural gas is one of our most important energy sources and

a key raw material” (BASF, 2022, p. 3).

It can also be argued that BASF, to some degree, navigates a part of its business through
controlled continuity. As stated by BASF, “We therefore decided to wind down our business
in Russia and Belarus in 2022. The sole exception is our business that supports food production,
as the war also increases the risk of a global food crisis” (BASF, 2022, p. 3). Once again, an
example of an MNE continuing their operations in a contested region for producing goods
beyond common good production presumably for the same reason as Novo Nordisk, for

legitimacy reasons and only limited to the contested region.
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While the Russia-Ukraine war itself is geopolitical, the firm-level impact on BASF arguably
was transmitted through gas supply, energy prices, raw material costs and thus ultimately
industrial competitiveness (BASF Group, 2023a, 2023b; IEA, 2022). Although not being
geoeconomic in accordance with the definition, it can be argued that geopolitics becomes, at
least economic, when disruption caused by rivalry between states alters the economic
conditions of production (Owens, 2023). Hence, while BASF was not directly a political actor
in the war, its production model was still highly exposed to European energy dependence
(BASF, 2022). This pressure is indeed measurable since BASF reported additional natural gas
costs for their European production plants of €2 billion compared with 2021 and €3.4 billion
compared with 2020 (BASF, 2022, p. 9).

BASF can furthermore be deduced to illustrate firm-specific institutional navigation as
operational adaptation. They reduced gas consumption in Europe and stated that they could
operate their production plant in Ludwigshafen (Germany) with around 30 percent of the
average gas volume consumed in 2021 (BASF, 2022, p. 11). Furthermore, they announced
cost-saving measures and adaptations to their production structure in order to strengthen
European competitiveness (BASF, 2023a). It can thus be argued that these responses show
institutional navigation through reconfiguration of energy use, production structures and long-
term strategy. Hence, at the same time, it can also be argued that BASF indeed can adapt
production, but it can, however, not control the geopolitical conditions which shape gas supply

or competitiveness (Owens, 2023; Rana & Serensen, 2021).

Lukoil illustrates the most constrained form of firm-level institutional navigation. As a Russian
oil company, Lukoil can be argued to be positioned at the intersection of corporate nationality,
sanctions and energy geopolitics (Asia News Monitor, 2025; Owens, 2023a; Sinani et al., 2026;
U.S. Department of the Treasury, 2026).

Once again, a connection can be made between firm-specific institutional navigation (Theme
4) and legitimacy, responsibility, and corporate nationality (Theme 5) (Owens, 2023; Luo &
Van Assche, 2023a). That is the case since it can be argued that geopolitical tensions require
attention to corporate nationality since nationality shapes firm responses to geopolitical

pressure (Sinani et al., 2026). However, in Lukoil’s case, it can be argued that nationality is not
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a background feature, but rather, it is indeed becoming a part of the institutional pressure itself.
In Lukoil’s case, the link between geopolitics and geoeconomics is most direct because the
sanctions directly convert the interstate conflict into restrictions on firm activity (Asia News
Monitor, 2025; Sinani et al., 2026). This is the case since the sanctions imposed significantly
restricted Lukoil's ability to operate internationally (Asia News Monitor, 2025; Sinani et al.,

2026).

Thus, based on the case of Lukoil, it can be argued that institutional navigation is not always
possible, nor proactive or flexible. Whereas, as previously mentioned, Novo Nordisk can frame
continuity through arguments of healthcare responsibilities and BASF can adapt through
operational reconfiguration, Lukoil’s options are constrained by sanctions, ownership exposure
and politicised Russian corporate identity (Sinani et al., 2026). Which ultimately is a result of
geopolitics turning into geoeconomics. Furthermore, it can be argued that Lukoil is treated not

only as a market actor, but rather as a broader geopolitical and geoeconomic system.

In order to generalise this phenomenon more convincingly, it is crucial to expand the micro-
level evidence within the industries, since it helps to showcase that the pattern is not
idiosyncratic to a restricted number of forms, but reflects a broader institutional logic of how
disruptions end up as firm-level pressure. For instance, in the extractive sector, the firm level
pattern is not only exit versus stay, but the emergence of differentiated strategies shaped by
joint ventures, home country expectations and exposures to state-linked partners. It can further
be deduced that corporate roles and responses in the Ukraine war and beyond showcase how
Shell and ExxonMobil were both heavily invested in Russia through large-scale projects,
however graded as responding differently, with ExxonMobil described as withdrawing and
Shell described as scaling back and changing, despite facing similar external pressures
(Hofferberth, 2024). Thus, this insinuates that the same macro disruption can generate different
firm-level pathways and that these pathways are shaped by how firms interpret the legitimacy
risks and home country alignment pressures in relation to continued operations (Hofferberth,

2024; Enerdata, 2023).

To visualise this further, it can be extended to the energy cases beyond Lukoil. BP’s decision

to exit its shareholding in Rosneft showcases rapid disengagement driven by a reframing of the
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institutional environment (Enerdata, 2023). Thus, BP emphasised that the invasion represented
a fundamental change, that the firm decided to exit a partnership and that the decision generated
a very large change, while underlining the complexity created by sanctions and Russian
restrictions when trying to go through with the exit (Enerdata, 2023). Thus, this illustrates a
key micro-level mechanism, that companies do not only comply with sanctions they interpret
the invasion as altering the legitimacy setting and conclude that maintaining ties is no longer

aligned with their broader institutional position (Cole, 2024).

Equinor has demonstrated a similar but distinct pattern of institutional navigation. Equinor's
own statement highlights that it decided to start the exit process, halted new investments,
stopped trade with Russian oil and gas, announced an impairment and transferred participating
interest in joint ventures to Rosneft in compliance with Norwegian and EU sanctions (Coleman,
2022). This case illustrates that firm-level navigation can involve an attempt at orderly
disengagement through formal transfer mechanisms, rather than abrupt exit and that the timing
and form of exit can be structured by the requirement to comply with sanctions while also

meeting obligations linked to safety and operational integrity (Equinor, 2022; KELO, 2022).

ExxonMobil further showcased a micro-level nuance that strengthens the generalisation, even
when a firm chooses to exit, the process itself becomes a site of unpredictability since exit
unfolds under uncertainty about expropriation, coordination with co-ventures and the ability to
unwind operational roles. ExxonMobil’s press release stated that they began the process to
discontinue operations and develop steps to exit Sakhalin-1, while underlining that
discontinuation must be carefully managed and coordinated with co-venturers since the
operator roles go beyond an equity stake (ExxonMobil, 2022). Thus, institutional navigation is
not only about strategic intent, but also about the practical constraints created by governance
roles and embeddedness, which can make exit slow, contested and operationally complex

(Ivanova Irina, 2022; ExxonMobil, 2022).

TotalEnergies can provide additional depth since it showcases phased repositioning rather than
immediate full withdrawal. TotalEnergies’ own communications state that they stopped
purchasing Russian crude and petroleum, that they were no longer investing in Russian projects
and that they recorded a 4.1 billion US dollar write-down linked to withdrawing from Arctic

LNG 2, while also emphasising compliance with current and future sanctions (de Beaupuy,
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2022). This helps understanding that institutional navigation can involve partial disengagement
combined with impairment and activity suspension, rather than a binary exit. It further
illustrates how firm responses can be shaped by changes in sanctions environments that alter
the feasibility of project execution, such as restrictions on LNG technology exports (de

Beaupuy, 2022; TotalEnergies, 2022; TotalEnergies, 2022).

Together, these energy cases showcase how geopolitical disruption is converted into firm-level
pressures through a combination of formal constraints and legitimacy expectations, but the
strategic responses vary since forms are differently embedded in institutional structures. Hence
some firms navigate through rapid divestment and symbolic realignment (BP) (Enerdata,
2023), other through orderly transfer and compliance framing (Equinor) (Equinor, 2022) and
through discontinuation of operator roles that require coordinated withdrawal (ExxonMobil)
(ExxonMobil, 2022) and lastly others through phased pullback combined with impairment and
sanction linked project reassessment (TotalEnergies) (de Beaupuy, 2022). The same macro
shock generates divergent micro responses, which highlights the key question of how firms

interpret and navigate signals under shifting constraints.

The automotive industry further underlines the argument since it illustrates how geopolitical
unpredictability affects firms even when they are not directly targeted by sanctions. In this case,
institutional pressures move through supply chain dependencies and the availability of
specialised input. The McKinsey report on the semiconductor shortage underlines that the
semiconductor shortage forced OEMs to close lines or remove features and that Russia's
invasion of Ukraine introduced further uncertainties, including Ukraine's role in purified neon
gas supply and Russia’s role in palladium supply, both directly linked and relevant for
semiconductor production (Raj, 2026; McKinsey, 2024). This highlights that geopolitical
disruption can become firm-level operational pressures through upstream constraints that

change the feasibility of production planning and procurement (Raj, 2026; Lenka, 2026).

The automotive pattern supports the argument that firm-level navigation often becomes
anticipatory and strategic rather than solely reactive. The reports point to selective
manufacturing and sales strategies used by some OEMs to optimise margins under chip
shortage conditions, which implies internal prioritisation decisions under constraint rather than

passive adaptation. In this mindset, micro-level navigation involves reinterpreting what counts
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as feasible production and shifting product prioritisation, which is consistent with the idea that
firms must act while uncertainty persists, rather than waiting for stability (Raj, 2026; Lenka,

2026).

This dimension becomes even clearer when considering evidence of investment and
restructuring in the semiconductor ecosystem that is driven partly by automotive demand and
geopolitical tension. A study on semiconductor investments in Germany explicitly argues that
heightened supply chain disruption risk, geopolitical trade tension and state subsidies jointly
influenced semiconductor firms’ manufacturing investments, showcasing how firms’ strategies
respond to the post 2020 context of crisis (Lenka, 2026). This supports the broader argument
that industries are not only passive recipients of shocks, but both suppliers and buyers reshape
strategy, investment and geography in response to perceived long term geopolitical instability

(Lenka, 2026; Branstetter, 2024).

The automotive industry also illustrates how geopolitical-induced uncertainty can restructure
internal organisational functions and links directly to the idea of navigation as a process rather
than an outcome. In geopolitical disruptions and supply chain, structural ambidexterity firms
are often described as restructuring internal functions and investing in new technologies such
as supply chain control towers, removing decision silos and enhancing knowledge sharing,
particularly under sudden onset disruptions such as the COVID-19 (Moradlou et al., 2025).
While this source focuses on major disruptions from a broad perspective, it strengthens the
same micro-level logic that under compressed uncertainty, firms redesign internal coordination

mechanisms to enable faster sensing, interpretation and response (Moradlou et al., 2025).

Furthermore, the technology industry extends this generalisation further because it shows that
institutional unpredictability is not limited to market access constraints, but indeed deeply
embedded in the politicisation of technological capability. Hence, in this context, MNEs face
uncertainty both about what is restricted now and how the definition of sensitive technology
will expand. The US Government Accountability Office describes how Commerce issued key
rules restricting exports of advanced semiconductors and manufacturing equipment and
updated technical specifications, while at the same time documenting compliance challenges

reported by companies. Thus, this supports the claim that export controls generate not only
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legal restrictions but also interpretive uncertainty and compliance complexity for MNEs

operating in advanced technology sectors (Sutter, 2025).

The Atlantic Council’s issue briefly describes the CHIPS and Science Act is paired with
subsequent restrictions on exports to China of chip-making technology. Hence, framing these
combined policies as a profound turn towards competition that seeks to restructure
multinational supply chains that is centred on East Asia, which alters business strategies for
MNE:s across jurisdictions. It can thus be argued that institutional signals are not only a barrier
to transactions, but also an attempt to reorganise geography and governance of production
networks, forcing MNEs to reassess their global footprint, partnerships and long-term

investment strategy under times of uncertainty (Mark, Roberts, 2023; Branstetter, 2024).

The CHIPS Act also illustrates how industrial policy became an institutional signal that shaped
the strategy of the MNE through conditionality and not solely through subsidies. PWC
explicitly notes that CHIPS funding comes with geographical manufacturing restrictions and
that funding recipients are prohibited from expanding semiconductor manufacturing in China
or other countries defined as national security threats, with restrictions applying for a decade
(PWC, 2025). The NIST Guardrails Rule further specifies that the expansion clawback
prohibits expanding semiconductor manufacturing in a foreign country of concern for a decade
from the award date (NIST, 2025). This further strengthens the argument that institutional
signals exist in the form of export controls, but indeed also that subsidy regimes and guardrails
create long-term constraints that force MNEs to reconfigure global strategies (PWC, 2025;
NIST, 2025; Sutter, 2025).

This example from the technology industry further strengthens the repeated pattern of
institutional coupling across the different policy instruments being export controls restrict
access to certain technologies, while industrial policy incentives are used to reshore or shift
production. It can be argued that both create a long-term horizon of uncertainty about where it
is viable to invest and innovate. The Brookings policy brief on export controls and the US-
China technology competition explicitly describes export controls as paired with extensive

subsidies designed to reshore semiconductor manufacturing, framing this as a significant shift
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in technological competition (Branstetter, 2024). The CRS report similarly situates export
controls and the strategic intent to restrict access to advanced technologies in the broader
competition context. This reinforces the point where MNEs must navigate a politically
constructed technology environment rather than purely commercial competitive dynamics

(Branstetter, 2024; Stevens Law Group, 2025).

5.5 Cross-level Analysis: Connecting Macro-, Meso- and Micro
Dynamics

In the previous sections, it has been argued that the relationship between geopolitics and
geoeconomics operates and can be found across macro-, meso- and micro-level. A key point is
that geopolitical conflict and disruption become geoeconomic when transformed into economic
instruments, institutional signals and industry pressures which ultimately affect firm-level
choices. Furthermore, it has been argued in the previous sections that geopolitical conflict,
security concerns and rivalry convert into sanctions, export controls, investment screening,
energy insecurity, market restrictions, supply chain reconfiguration and legitimacy pressure.
This connects directly to how geopolitical disruption transmits into geoeconomic pressure
(Theme 1) since it has been argued that disruption becomes strategically relevant when political
conflict changes the economic conditions under which MNEs trade, invest, produce and

maintain legitimacy (Owens, 2023b; Peng et al., 2008; Sinani et al., 2026).

Previously, it has been established that geopolitical disruption does not move directly from
state-level conflict to firm-level response. Unpredictability and cross-level navigation are
therefore a crucial process (Theme 6). That is the case since macro-level disruption is
transmitted through industries and institutional environments before it becomes strategically
meaningful for MNEs. Furthermore, war creates formal and informal institutional signals for
MNESs, which include new regulations, expectations from non-governmental actors and
competing institutional signals across jurisdictions (Owens, 2023). Hence, also supporting that
institutional signals under disruption can be argued to be legal, political and reputational at the

same time (Theme 2).

The Russia-Ukraine war illustrates how a macro-level disruption can generate different

geoeconomic signals. In BASF’s case, the war became a problem of energy dependence and
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industrial competitiveness. Furthermore, BASF emphasised that natural gas was both an
important energy source and a key raw material. Thus, the reduced access to Russian gas turned
the geopolitical conflict into production costs, operational vulnerability and ultimately
adaptation to reduce gas consumption. For Novo Nordisk, the same disruption was filtered
through healthcare responsibility and medicine access protecting legitimacy. For Lukoil, the
war became sanctions and corporate nationality issue, since their nationality put them in the

crosshairs of sanctions.

The meso-level is crucial since industries arguably act as transmission channels. In the energy
industry, geopolitics becomes geoeconomic primarily through sanctions with several spill-over
effects, including energy security uncertainty, resource dependency and thus price volatility.
In the automotive industry, geopolitics translates into geoeconomics via sanctions, tariffs and
export and import measures affecting supply chains in a way that access to semiconductors,
batteries and critical raw materials is disrupted (OECD, 2023, 2024). In the technology
industry, geopolitics translates into geoeconomics through export control and investment
screening for reasons arguably based on national security concerns. Hence, supporting that

industry-specific transmission channels translate disruption into industry-specific pressure.

Thus, based on the aforementioned, it can be argued that unpredictability is structural rather
than temporary. At the macro-level MNEs cannot fully predict how war, sanctions, rivalry or
trade disputes will develop. At the meso-level, MNEs cannot fully predict how energy prices,
supply shortages and technology restrictions will affect their industry. Lastly, at the micro-
level, MNEs cannot predict disruption to operations. The US-China rivalry clearly illustrates
this in the way that it has moved from trade conflict and into technological decoupling,
industrial policy and thus supply chain reconfiguration (Luo & Van Assche, 2023a; Sinani et
al., 2026). Thus, geopolitics and geoeconomics can therefore be argued to be recursive.
Geopolitical rivalry creates geoeconomic instruments while firm and industry responses might
reinforce regionalisation, decoupling or friendshoring (Luo & Van Assche, 2023a; Sinani et

al., 2026; WTO, 2023).

Institutional navigation must therefore also be perceived as a multilevel and dynamic process

since MNEs do not navigate one single stable institutional environment (Owens, 2023a; Xu &
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Shenkar, 2002). Instead, it can be argued that they navigate overlapping institutional signals
from states, industries, markets, regulations, media, investors, customers and subsidiaries
(Owens, 2023a; Rana & Serensen, 2021; Sinani et al., 2026). This does arguably also connect
firm-specific institutional navigation (Theme 4) with legitimacy, responsibility, and corporate
nationality (Theme 5). Hence, MNEs must comply with formal rules while still managing

legitimacy and how their actions are interpreted (Rana & Serensen, 2021).

Thus, the relationship between geopolitics and geoeconomics can be argued to be dynamic
rather than linear. Macro-level creates disruption and uncertainty, meso-level translates into
industry-specific geoeconomic pressure and at the micro-level, MNEs interpret and respond
through institutional navigation. However, the process can also be argued to work upwards.
Market exits can reinforce geopolitical decoupling, supply chain restructuring can accelerate
regionalisation and continuity can shape expectations about responsible conduct during conflict

(Owens, 2023a; Sinani et al., 2026).
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5.6 Unpredictability as the Central Analytical Finding

Across the meso- macro- and micro-level, unpredictability emerges as the central analytical
finding of the analysis. The relationship between geopolitics and geoeconomics does matter,
not only because geopolitical conflicts create economic consequences, but indeed also because
these consequences are difficult to anticipate, interpret and ultimately navigate. It was found
that MNEs are not operating in a stable institutional environment where rules and expectations
are clearly defined. Instead, geopolitical tensions quickly turn into sanctions, export controls,
energy insecurity, reputational pressure or market fragmentation. Hence, unpredictability can

be argued to be a core condition of institutional navigation.

At the macro-level, unpredictability is visible in how geopolitical disruption turns into
geoeconomic pressure. The Russia-Ukraine war illustrates how military conflict can transition
into being a wider economic shock via sanctions, energy instability, inflation, corporate
withdrawal and great pressure on MNEs associated with Russia. Similarly, the US-China
rivalry shows how competition can shift from tariffs into technology restrictions, investment
screening, industrial policy and decoupling. In both cases, it can be argued that MNEs face
current disruption and uncertainty about future escalation. Furthermore, it can be deduced that
geopolitics reshape the global business environment and requires responses through
organisational design, supply- and value-chain reconfiguration, corporate nationality and

nonmarket capabilities, rather than treating geopolitics as an external constraint (Sinani et al.,

2026).

At the meso-level, unpredictability is transmitted through industries. The energy, automotive
and technology industries each translate macro-level disruption into different geoeconomic
pressures. In the energy industry, it appears through sanctions, price volatility, and resource
dependence. In automotive, it appears through semiconductor shortages, battery supply chains,
energy costs, industrial policy and lack of critical raw materials. In the technology industry, it
appears through export controls, data regulation, investment screening, security concerns and

decoupling.

82/136



International Business Master Thesis

Thus, these channels illustrate that industries indeed shape how disruption becomes

economically meaningful and strategically relevant for MNE:s.

At the micro-level, it can be argued that unpredictability becomes a question of firm-specific
institutional navigation. MNEs must interpret institutional signals and respond before the full
consequences of disruption are visible. Furthermore, Novo Nordisk illustrates controlled
continuity, where pressure is balanced against healthcare responsibilities and patient access,
which eventually secures legitimacy. BASF furthermore, illustrates operational adaptation
where disruption is experienced through energy insecurity, gas dependence, costs and
restructuring. Lukoil illustrates constrained navigation, where Russian corporate nationality
and thus sanctions, restrict strategic room for navigation. Hence, these examples illustrate that

responses depend on exposure, sector, nationality, legitimacy and strategic flexibility.

This supports the thesis’s argument that institutional navigation is necessary since disruption
is producing ambiguous and shifting institutional signals. However, a sanction is not only a
legal restriction, but it may also signal future regulatory escalation. A tariff is not only a cost
increase, but it is also an indication of longer-term decoupling. Furthermore, there is the public
criticism of a firm’s continued operation in a contested market which is not only reputational
pressures, but it may also signal changing informal legitimacy expectations. MNEs must
therefore intercept formal and informal signals and assess how they may develop over time.
This is consistent with the institutional theory, which emphasises regulative, normative and
cognitive pressures, but it also shows why a dynamic and processual perspective is needed

under disruptions (Scott, 2014; Suchman, 1995).

Looking further into the analysis, it can be stated that the unpredictability explains why
traditional institutional theory is insufficient on its own. Existing institutional theory is strong
in explaining how firms adapt to environments, seek legitimacy, and how institutional distance
affects strategy (Xu and Shenkar, 2002; Peng, Wang and Jiang, 2008). However, geopolitical
disruptions challenge the assumption that institutional environments are stable and
interpretable. Under these disruptions, it can be deduced that rules may change rapidly, and
actors may multiply as well as the legitimacy criteria may become contested across home, host
and transnational areas. Firms must not only adapt to established institutions, but they must

continuously sense, interpret and navigate these signals while those signals are still developing.
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Furthermore, there is this understanding of legitimacy that is useful here because it shows that
legitimacy is not only about compliance or acceptance (Rana & Serensen, 2021). The
framework by Rana and Serensen (2021) identifies levels of legitimacy, which include
acceptance, image, endorsement and synergy, which argues that firms may go beyond
conformity by co-creating or complementing institutions. Additionally, in geopolitical
disruption, this insight becomes relevant. Firms may comply with formal rules and still face
legitimacy problems if stakeholders judge their conduct as politically, morally or socially
inappropriate. On the other hand, firms may preserve legitimacy by demonstrating
responsibility, local embeddedness, commitment to essential services or sensitivity to corporate

nationality.

The central finding is therefore that unpredictability links geopolitics and geoeconomics by
forcing MNEs to act with incomplete information. Firms must therefore make decisions while
conflicts are developing, sanctions are evolving, industries are adjusting, and stakeholder
expectations are changing. This creates a strategic environment where waiting may increase
the exposure, but acting too quickly may also create costs or legitimacy risks. Institutional
navigation, therefore, involves not only sensing and responding, but also balancing, timing,

legitimacy, responsibility, flexibility, nationality and exposure across levels.

To conclude these sections, it can be deduced that unpredictability is not simply a problem that
firms must reduce. It is a structural feature of the contemporary international business
environment. Geopolitical and geoeconomic dynamics are recursive, where geopolitical
conflict produces geoeconomic instruments, while geoeconomic instruments reshape the
dependencies, alliances, industries, and firm strategies. Firm responses may feedback through
exits, supply chain reconfiguration, regionalisation, friendshoring, or continued operation in
contested markets. The relationship between geopolitics and geoeconomics continuously
produces new uncertainty. MNEs must develop the capacity to navigate this uncertainty across

levels rather than assuming that disruption is exceptional, isolated, or temporary.
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5.7 Sub Conclusion

Figure 4 - Sub conclusion
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6. Discussion

6.1 Reconnecting to the Research Question

The purpose of this thesis was to address the research question, which is as follows:

“How can an institutional-based theory be developed that explains how multinational

enterprises (MNEs) sense, interpret, and navigate institutional pressures during global

The findings of the analysis demonstrate that such a theory must be grounded in a dynamic
relationship between geopolitics and geoeconomics and more specifically, in how this

relationship generates institutional complexity that firms must actively navigate.

War, rivalry and security concerns are translated into
- sanctions, tariffs, export controls, investment screening
and industrial policy.

Geo-economic instruments make geopolitical conflict
- strategically relevant for MNEs by affecting trade, investment,
supply chains, costs and market access.

Firms must interpret legal, political, reputational and
- normative signals that evolve quickly and may point in
different directions.

MNEs respond through sensing, interpreting and responding,
- including exit, adaptation, supply-chain reconfiguration,
compliance and legitimacy strategies.

=3 Uncertainty is not temporary but structural, requiring
continuous monitoring and adaptation.

Market exits, restructuring and compliance can reshape
> industries, institutional norms and broader geo-economic

dynamics.

The findings support a more dynamic, multilevel and
- process-oriented theory focused on how MNEs navigate
disruption rather than simply adapt to institutions.

disruptions?”

Energy, automotive and technology are affected through
different channels, so the same disruption creates
different sectoral risks.
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Furthermore, a central contribution of this thesis is the shift from viewing institutions as
relatively stable background conditions towards a more understandable, evolving and contested
landscape that is shaped by the geopolitical processes. The analysis has shown that institutional
pressures do not emerge in isolation. They are produced through the interaction between
geopolitical developments and geoeconomic instruments. This interaction generates
institutional signals that are often unclear, overlapping and rapidly changing, and thereby
requiring firms to engage in continuous processes of sensing, interpretation and strategic

response.

By connecting the macro-level dynamics of geopolitical disruptions with meso-level industry
transmission and micro-level firm responses, the thesis demonstrates that institutional
navigation is not an abstract concept but an observable and necessary organisational capability.
Firms do not simply adapt to external environments, but they must rather actively interpret
geopolitical developments as economically relevant signals that affect market access, supply

chains, legitimacy and strategic positioning.

Additionally, this insight directly addresses the identified gap in institutional theory. While
existing literature explains why institutions matter, it does, however, provide limited guidance
on how firms respond under the conditions of volatility and disruption. The concept of
institutional navigation that is developed in this thesis extends the institutional theory by
introducing a processual and dynamic mechanism that links institutional pressures to firm-level

actions.

Importantly, the findings in this thesis also confirm that institutional navigation is
fundamentally multi-level. This means that firms must simultaneously interpret signals that are
originating from home-country, host-country and transnational levels, while still coordinating
responses across headquarters and subsidiaries. This complexity reinforces the argument that
a navigation-oriented institutional theory must integrate multiple levels of analysis and account

for the interdependencies between them.
6.2 Geopolitics and Geoeconomics as a Recursive Relationship

A great theoretical implication of the findings is that the link between geopolitics and
geoeconomics should not be understood as a linear relationship where political events directly

translate into economic consequences. The link should instead be understood as a recursive
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relationship where geoeconomic instruments are not solely outcomes of geopolitical processes,

but indeed also tools through which geopolitical competition is both enacted and intensified.

The existing perspectives commonly treat geoeconomics as the economic outcome of political
conflict. While this remains partially valid, the findings of the thesis suggest that such
perspectives are incomplete. The reason being that economic instruments such as sanctions,
export controls, tariffs and industrial policies are not merely reactive measures. Instead, these
instruments serve the purpose of states to shape geopolitical outcomes.
This has been clearly illustrated in the empirical contexts analysed in the thesis. In the findings
from the Russia-Ukraine war, it was illustrated that sanctions and energy market interventions
do not solely appear as a result of the war. Instead, they shape the conflict itself by restructuring
economic dependencies as well as limiting the resources to the targeted states. In the US-China
rivalry, a similar pattern was found since export controls and industrial policies are strategically

used to constrain technological development, thus gaining a geopolitical advantage.

The concept of weaponised interdependence further reinforces this argument. The findings
illustrated how global economic networks, which traditionally enabled efficiency and
integration, can be leveraged by states as tools for coercion. Thus, when states exploit
asymmetries in these networks, economic relationships turn out to be instruments of

geopolitical power rather than neutral channels of exchange.

This recursive relationship can be argued to have important implications for Institutional
Theory. This is due to the suggestion that institutional environments are simply not shaped by
political conditions but are indeed continuously produced and reproduced by the interaction
between political and economic processes. Thus, as a result, institutions should not be treated

as stable or exogenous but should instead be treated as dynamic and politically contested.

For MNEs, this means that institutional environments are not solely influenced by geopolitics,
but the MNEs themselves are a part of geopolitical competition. Institutional signals must
therefore be interpreted as not only regulatory constraints, but also as indicators of broader
strategic shifts in the global systems. This, for example, means that a new export control regime
should not only be viewed as a compliance requirement, but also a signal of long-term

decoupling of technological ecosystems.
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This recursive understanding also highlights the importance of MNE behaviour in the shaping
of the geoeconomic landscape. When MNEs respond to sanctions by exiting markets or by
reconfiguring supply chains, the MNEs contribute to processes such as decoupling,
regionalisation and fragmentation. Hence, corporate action becomes embedded in the

geopolitical process itself.

Thus, the findings of the analysis consequently suggest that geoeconomics should be
understood as both an outcome and indeed also an instrument of geopolitics. The finding of
this dual role further reinforces the need for a more navigation-oriented institutional theory,
since MNEs must operate within systems where political and economic dynamics continuously

interact and also reshape each other.
6.3 Geoeconomics as the Bridge Between States and MNEs

Another central insight of the thesis is that geoeconomics functions as the primary bridge
through which firms experience geopolitics. While geopolitical conflicts originate at the level
of states, their relevance for MNEs emerges only when they are translated into economic and
institutional mechanisms. The analysis demonstrates that firms do not experience geopolitics
directly as abstract power struggles. Instead, they encounter it through concrete geoeconomic
instruments such as sanctions, export control, investment screening, energy disruptions and
legitimacy pressures. These mechanisms transform geopolitical developments into operational,

strategic and reputational challenges for firms.

Furthermore, sanctions represent one of the most visible transmission channels. They impose
direct restrictions on firms actively, which limit access to markets and financial systems, and
create significant legal and operational constraints. At the same time, sanctions also generate
indirect effects, such as reputational pressure and stakeholder expectations, which influence
the firm’s behaviour beyond formal compliance requirements. Export controls and investment
screening regimes illustrate another dimension of this bridge. These instruments restrict access
to technologies, knowledge flows, and strategic assets, thereby reshaping the competitive
landscape for firms operating in high-technology industries. Importantly, they reflect not only
economic considerations but also national security concerns, which further politicise firm

activities.
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Additionally, the energy insecurity provides a third example. In the context of the Russia-
Ukraine war, disruptions in energy supply have translated geopolitical conflict into increased
production costs and operational uncertainty for firms. This demonstrates how geopolitical
events can reshape fundamental economic conditions, which are affecting competitiveness and

long-term strategic decisions.

However, the analysis has also shown that geoeconomic pressure is not limited to formal
mechanisms. Informal institutional signals such as media narratives, public opinions and
stakeholder expectations play an equally important role. These signals influence how firm
behaviour is interpreted and judged, and particularly in relation to legitimacy and corporate

responsibility.

The concept of corporate nationality is especially relevant in this context. Under geopolitical
tensions, firms are increasingly evaluated not only based on their actions but also on their
country of origin and perceived political alignment. This transforms nationality from a
background characteristic into a central strategic factor that is affecting legitimacy and market
access. This finding reinforces the argument that geoeconomics connects states and firms
through both formal and informal institutional mechanisms. It also highlights the complexity
of the environment in which MNEs operate. Firms must simultaneously comply with legal
requirements, manage stakeholder expectations, and navigate reputational risks across multiple

institutional contexts.

From a theoretical perspective, this bridging function strengthens the case for integrating
geopolitical considerations into institutional theory. It demonstrates that contemporary
institutional environments cannot be understood without accounting for the political processes

that generate and shape them.

6.4 Unpredictability and Recursive Feedback

Finally, the last key contribution of the findings of the thesis is the identification of
unpredictability as a central condition of institutional navigation. The analysis has shown that
geopolitical and geoeconomic dynamics generate uncertainty, not only in terms of outcomes,

but indeed also in terms of timing, scope and interaction between institutional signals.
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Findings show that unpredictability arises because institutional signals often are incomplete,
ambiguous and evolving. Thus, MNEs must interpret such sanctions, tariffs and regulatory
changes without knowing how they will further develop over time. Simultaneously, different
institutional signals may conflict with each other, which creates situations where no single

response fully satisfies all demands.

This condition fundamentally challenges the assumptions of traditional institutional theory.
Whereas classical approaches often assume relatively stable environments, the findings of the
thesis demonstrate that MNEs operate in contexts characterised by rapid change and
institutional fragmentation. As a result, MNEs must act under conditions of incomplete

information rather than adapting to clearly defined environments.

Furthermore, unpredictability was found to be further reinforced by the multilevel nature of
institutional dynamics. At the macro-level, geopolitical developments evolve in ways that are
difficult to anticipate. At the meso-level, industries mediate these developments differently,
creating sector-specific forms of uncertainty. At the micro-level, MNEs must translate these

complex and evolving signals into concrete strategic decisions.

Based on the findings, it is of great importance to note that unpredictability is not solely a
constraint, but also a driver of organisational behaviour. Thus, institutional navigation is a
necessity as MNEs must continuously monitor, interpret and respond to changing conditions.
This process is iterative rather than linear, as found in the analysis, with sensing, interpretation

and response shaping each other over time.

The analysis also highlighted the role of recursive feedback. MNEs responses are not solely a
reaction to institutional signals, they can also reshape the geoeconomic environment. For
example, decisions to exit markets, restructure supply chains or comply with specific
regulatory regimes can, as previously mentioned, contribute to regionalisation, decoupling or
the strengthening of institutional norms. This feedback loop further reinforces the dynamic
nature of the system. Geopolitical developments generate geoeconomic instruments, which
influence MNE behaviour, which in turn contributes to the evolution of the institutional
environment. Hence, in this sense, the findings illustrate that institutional navigation is both

reactive and generative.
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Consequently, the analysis found that unpredictability should not be viewed as a temporary
condition associated with exceptional events. Instead, it represents a structural feature of the
contemporary international business environment. Thus, MNEs must develop capabilities that

allow them to operate effectively under persistent uncertainty.

Thus, the findings demonstrate that unpredictability makes institutional navigation necessary,
while recursive feedback ensures that the MNEs’ responses are an integral part of the broader
geoeconomic system. Together, these insights provide a foundation for extending institutional
theory into a more dynamic and process-oriented framework reflecting the realities of global

disruption.

7. Framework and Future Research

7.1 Purpose of the Framework

Building on the findings of this thesis, the purpose of the proposed framework is to provide a
structured yet dynamic model that seeks to explain how geopolitical disruption becomes
strategically relevant for multinational enterprises through geoeconomic mechanisms,
institutional signals, industry transmission and market interfaces, and firm-level responses.
Throughout its lifetime, institutional theory has explained that firms operate within institutional
environments it, however, offers limited guidance on how firms navigate such environments

when they become unstable, fragmented and politically contested.

The framework, therefore, aims to bridge this gap by conceptualising institutional navigation
as a dynamic, multilevel process that unfolds across macro-, meso- and micro-levels. More
specifically, the framework connects five interrelated components, geopolitical disruption,
geoeconomic pressure, institutional signals, industry transmission and market interfaces, and
firm-level institutional navigation. More directly, it seeks to visualise and explain how
geopolitical developments are not experienced directly or uniformly by MNEs, but are instead
transformed through geoeconomic pressures, institutional signals and industry-specific market

interfaces that require interpretation and response.
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Rather than presenting these components as a strictly linear sequence, the framework illustrates
a system of continuous interaction, where pressures, signals and responses evolve at different
speeds. This is particularly important because firms may detect weak signals before
institutional signals are fully formalised. In such cases, firm-level sensing can occur in

anticipation of regulatory, normative or cognitive change.

Figure 5 - The Cynefin Framework
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The Cynefin Framework (Snowden & Boone, 2007, p. 72)

To further specify the firm-level navigation process, the framework draws selectively on the
Cynefin framework (Snowden & Boone, 2007), particularly the complex and chaotic domains,
as these best capture the uncertainty, ambiguity and instability associated with geopolitical
disruption. The framework also integrates the central analytical finding of the thesis, namely
that unpredictability is not an exception, but a structural condition of the contemporary
international business environment. Therefore, the framework is not designed as a static
representation of cause-effect relationships, but rather as a dynamic process characterised by

feedback loops, recursive interactions, early sensing and continuous adaptation.

Based on this, the purpose of the framework is twofold. Firstly, it provides a conceptual model
that can guide future research on institutional navigation under global disruptions. Secondly, it

offers a practical lens through which managers can better understand how geopolitical
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developments become strategically relevant, how industry conditions mediate these
developments, and how their own actions contribute to shaping a broader geoeconomic and

institutional environment.

7.2 Components of the Framework

The proposed framework consists of five core components, which together represent a dynamic
interaction between geopolitical disruption, geoeconomic pressure, institutional signals,

industry transmission and market interfaces, and firm-level institutional navigation.

While the components can be analytically separated, they should not be understood as a simple
linear chain. Rather, they operate through multiple pathways, feedback loops and different
temporal speeds. The framework, therefore, highlights both the structural pathway through
which geopolitical disruption becomes relevant for firms and the faster anticipatory pathways

through which firms may sense and respond before institutional signals have fully stabilised.

7.2.1 Geopolitical Disruption

The baseline and starting point of the model is geopolitical disruption, which refers to events
such as war, state rivalry, trade conflicts and shifts in global power relations. These disruptions
originate at the level of states and international relations and are driven by concerns related to

influence, security and strategic competition.

Importantly, geopolitical disruption rarely affects firms in a uniform or straightforward manner.
Its firm-level relevance depends on how it is translated through geoeconomic instruments,
institutional signals and industry-specific market interfaces. In this sense, geopolitical
disruption creates the broader conditions under which states, institutions, industries and firms

interact.

7.2.2 Geoeconomic Pressures

The second component is geoeconomic pressure, which represents the translation of
geopolitical dynamics into economic instruments. These include sanctions, export controls,

tariffs, industrial policy, investment screening and energy regulation.
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In the framework, geoeconomics functions as a key transmission mechanism between states
and markets. It is through this layer that geopolitical tensions become economically relevant.
At the same time, geoeconomic instruments are not neutral, as they actively reshape global

economic structures, dependencies and competitive conditions.

However, geoeconomic pressure may also generate early weak signals that firms detect before
formal institutional responses have fully emerged. For example, anticipated sanctions,
changing political rhetoric, emerging investment restrictions or shifts in state support for
strategic industries may prompt firms to reassess their exposure before new rules are formally
implemented. This makes geoeconomic pressure both a formal transmission mechanism and

an anticipatory signal for firm-level navigation.

7.2.3 Institutional Signals

The third component is institutional signals, which represent the specific pressures perceived
by companies. These signals can be understood through regulative, normative and cognitive
dimensions. Regulative signals include regulations, laws, policy changes, sanction regimes and
export controls. Normative signals include legitimacy expectations, stakeholder pressure,
industry norms, media narratives and reputational considerations. Cognitive signals include
dominant interpretations, threat perceptions and shared understandings of what constitutes
appropriate firm behaviour. These signals are often ambiguous, evolving and overlapping and

interpretation is a central organisational challenge.

This layer is highly important because it makes the transition from external developments to
internal sensemaking. Firms do not respond to geopolitical or geoeconomic conditions directly
they respond to how these conditions are interpreted as institutional signals. However,
institutional signals often develop more slowly than market-based or firm-level signals. Firms
may therefore begin sensing and responding before institutional signals are fully stabilised.
This highlights that institutions do not merely constrain firms they are also evolving

interpretive structures that firms continuously monitor, anticipate and sometimes help reshape.
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7.2.4 Industry Transmission Channels

The fourth component represents industry transmission and market interfaces. Rather than
treating industries as passive sectoral contexts, the framework conceptualises them as dynamic
interfaces through which geopolitical, geoeconomic and institutional pressures are translated

into concrete firm-level risks, opportunities and constraints.

Industry-level transmission occurs through mechanisms such as supply chain dependencies,
input costs, standards, customer demands, competitor behaviour, infrastructure exposure and
technology dependencies. These mechanisms shape how firms experience broader geopolitical
and institutional developments. For instance, energy-intensive industries may experience
disruptions primarily through price volatility and resource constraints, while technology
industries may encounter them through export controls, data restrictions, standards and
knowledge dependencies. This highlights that the same geopolitical event can generate

different pressures across sectors.

This component is central to the dynamic nature of the framework because industry and market
interfaces may transmit signals faster than formal institutions. Firms may detect changes
through suppliers, customers, competitors, input prices or technological dependencies before
these changes become formalised as regulation or institutional norms. Industry transmission
channels, therefore, do not simply mediate institutional signals they also provide early market-

based signals that firms use in their sensing and interpretation processes.

7.2.5 Firm-level Institutional Navigation

The final component is firm-level institutional navigation, which refers to how MNEs sense,
interpret and respond to geopolitical, geoeconomic, institutional and industry-level signals.
This process involves strategic choices such as maintaining operations, exiting markets,
reconfiguring supply chains, adapting organisational structures, engaging in nonmarket

strategies or seeking to preserve legitimacy across stakeholders.
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Firm-level navigation is not only reactive. Firms may also act anticipatorily when they detect
weak signals from geoeconomic developments or industry-level market interfaces. This means
that firms can sometimes sense and respond faster than institutional signals are formally
developed. These responses are shaped by firm characteristics such as corporate nationality,
legitimacy position, organisational capabilities, international exposure and industry

embeddedness.

Institutional navigation is therefore not a single decision but an ongoing process of balancing
competing pressures under uncertainty. This process consists of sensing, interpreting and
responding, but these activities should not be understood as fixed sequential stages. Rather,
they are iterative and mutually reinforcing, as firm responses may generate new information,

alter stakeholder expectations and reshape the environment in which future decisions are made.

7.3 Framework Figure

The framework can be visualised as a five-part dynamic model. The pentagonal structure
reflects that the relationship between geopolitical disruption, geoeconomic pressure,
institutional signals, industry transmission and firm-level navigation is not strictly linear.
Instead, the model illustrates a system of interaction in which pressures and signals move

through several pathways and at different speeds.

The solid arrows illustrate the primary structural pathway geopolitical disruption generates
geoeconomic pressure, which contributes to institutional signals and industry-level
transmission before becoming strategically relevant for firm-level navigation. However, the
dotted arrows illustrate that firms may also engage in anticipatory sensing. This means that
firms can identify weak signals directly from geoeconomic pressures or industry-market

interfaces before formal institutional signals have fully stabilised.

The feedback arrows show that firm responses are not merely outcomes of the external
environment. Through actions such as market exit, supply chain reconfiguration, compliance
strategies, lobbying, innovation or legitimacy management, firms may reshape industry

structures, institutional expectations and broader geoeconomic dynamics. The framework,
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therefore, conceptualises institutional navigation as recursive, multi-speed and co-

evolutionary.

Figure 6 - Dynamic framework for institutional navigation under geopolitical disruption
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7.4 Explanation of the Process

Analytically, the process can be understood as beginning at the macro-level, where geopolitical
disruptions emerge from state-level interactions. These disruptions reflect changes in power
relations, security concerns and strategic competition. These developments are then translated
into geoeconomic pressures through the use of economic instruments. At this stage, the political
dimension is converted into concrete economic measures that affect trade, investment and

production.

However, the framework does not assume that this process unfolds in a strictly linear sequence.

While geoeconomic pressures often become institutionalised through regulative, normative and
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cognitive signals, firms may also detect weak signals before such institutionalisation is
complete. For example, political rhetoric, anticipated regulation, customer concerns, supplier
behaviour or supply chain stress may trigger firm-level sensing before formal rules or norms
have been established. The next stage involves institutional signals, which represent how these
pressures are perceived by firms. This is a critical interpretive stage, as signals are often unclear
and thus require sensemaking. Different organisational actors may interpret the same signal

differently, which leads to variation in strategic responses.

Furthermore, at the meso-level, industries shape how these signals are experienced. For
example, in the energy sector, geopolitical conflicts may translate into resource constraints,
while in the technology sector, they may be reflected in export controls, regulatory restrictions
and technological dependencies. In the revised framework, this meso-level is conceptualised
as industry transmission and market interfaces. This means that industries do not simply receive
institutional signals they actively mediate and accelerate how geopolitical and geoeconomic
pressures become visible to firms. Supply chain dependencies, input costs, standards, customer
expectations, competitor behaviour and technology dependencies determine how broader

developments become concrete risks and opportunities.

At the micro-level, firms engage in institutional navigation. Firms assess risks, interpret
competing pressures and make strategic decisions under uncertainty. This includes balancing
economic objectives with legitimacy considerations and stakeholder expectations. The firm-
level navigation process can also be understood through the Cynefin framework, particularly
its distinction between complex and chaotic decision contexts (Snowden & Boone, 2007). This
is relevant because geopolitical disruption, geoeconomic pressure and institutional ambiguity

create situations where cause-and-effect relationships are either unclear or rapidly destabilised.

In complex contexts, firms face ambiguous and evolving signals, such as uncertain regulatory
trajectories, stakeholder expectations and industry responses. Rather than relying on fixed
plans, firms must probe, sense and respond by experimenting, monitoring developments and
adapting over time. In chaotic contexts, disruption is more immediate, such as sudden
sanctions, war escalation, supply chain collapse or rapid market deterioration. Here, firms must

act quickly to stabilise the situation before further interpretation is possible.
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Cynefin therefore strengthens the framework by showing that institutional navigation under
geopolitical disruption is primarily situated in the complex-chaotic space (Snowden & Boone,
2007). Firms must be able to shift between adaptive experimentation in complex situations and
rapid stabilisation in chaotic situations, reinforcing the argument that institutional navigation

is iterative, multi-speed and context dependent.

Importantly, the process is not linear. Firms continuously move between sensing, interpreting
and responding as new signals emerge and conditions evolve. In some cases, firms may respond
after institutional signals have become clear. In other cases, they may act earlier, based on weak
signals from geoeconomic pressure or industry-level market interfaces. This highlights the
multi-speed nature of institutional navigation, where firms, industries and institutions may

move at different paces.

7.5 Feedback Effects

A defining feature of the framework is the presence of recursive feedback effects. Firm
responses do not only react to the environment they also reshape it. For instance, market exits
in response to sanctions can accelerate economic decoupling. Supply chain reconfiguration can
contribute to regionalisation or friendshoring. Continued operation in contested markets can
influence legitimacy norms and stakeholder expectations. Feedback effects may operate at
several levels. At the industry level, firm responses can change supply chain patterns,
competitive structures and market expectations. At the institutional level, aggregated firm
behaviour can influence legitimacy norms, stakeholder expectations and regulatory agendas.
At the geoeconomic level, widespread firm responses may reinforce decoupling,

regionalisation or new patterns of state intervention.

These actions, when aggregated across firms, can reinforce or alter geoeconomic structures.
This, in turn, may influence state strategies, leading to new geopolitical developments and
further institutional change. Thus, the framework highlights that firms are not passive actors.
They are part of the system that produces and transforms the institutional environment.

Institutional navigation is therefore both reactive and generative firms respond to pressures,
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but their responses may also contribute to the development of new pressures, expectations and

structures.

7.6 Theoretical Contribution

The proposed framework extends institutional theory in several important areas. First and
foremost, it introduces a processual perspective, shifting the focus from static adaptation to
dynamic navigation. Instead of explaining what institutions are, the framework explains how
firms engage with them over time. Secondly, it integrates geopolitical dynamics into
institutional theory. While traditional approaches emphasise national environments, the
framework recognises that institutional pressures increasingly originate from geopolitical

competition and transnational processes.

Thirdly, it develops a multilevel understanding that connects macro-, meso- and micro-level
dynamics. This emphasises a key limitation in existing literature, which often treats these levels
separately. Fourthly, the framework contributes by introducing a temporal dimension to
institutional navigation. It shows that institutional signals, industry-level market signals and
firm-level responses may develop at different speeds. This is important because firms may
sometimes sense and respond to emerging disruption before institutional signals are fully

formalised.

The framework can furthermore be linked to the Cynefin framework by positioning
institutional navigation within complex and chaotic decision contexts (Snowden & Boone,
2007). This strengthens the theoretical contribution by showing that firms do not merely
respond to institutional pressures. They must navigate environments where causal relationships
are uncertain, unstable or rapidly changing. In complex contexts, firms rely on
experimentation, weak-signal detection and adaptive learning. They must act to stabilise
disruption before further interpretation is possible. This supports the thesis’s broader argument
that institutional navigation under geopolitical disruption cannot be understood through linear
or predictable models of adaptation. Fifthly, it conceptualises institutional signals as the core
mechanism linking external conditions to firm behaviour. This provides a clearer explanation

of how institutional pressures are translated into strategic action.
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Finally, the framework contributes a recursive view of international business, showing that
firms both navigate and shape their institutional environments. This recursive perspective
moves beyond a view of firms as passive recipients of institutional pressure and instead
positions them as active participants in the evolution of geoeconomic and institutional

dynamics.
7.7 Managerial Implications and Future Research

From a managerial perspective, the framework highlights the importance of developing
capabilities for institutional navigation. Managers must move beyond reactive compliance and
instead build organisational processes for sensing weak signals, interpreting complex

developments and responding under uncertainty.

Managers should therefore not rely solely on formal institutional signals such as regulation,
sanctions or policy changes. They must also monitor weak signals emerging from industry and
market interfaces, including supplier behaviour, customer expectations, competitor moves,
input prices, technological dependencies and changes in political discourse. This requires firms
to integrate geopolitical awareness with market intelligence and institutional analysis. This
includes enhancing geopolitical awareness, integrating market and nonmarket strategies,
developing flexible and resilient supply chains, managing legitimacy across multiple

stakeholders and recognising the strategic implications of corporate nationality.

The framework also suggests that firms should treat uncertainty as a constant condition rather
than a temporary disruption. This implies that institutional navigation should be embedded as
an ongoing organisational capability rather than activated only in response to exceptional
crises. For future research, several avenues emerge. Empirical studies could test the framework
across industries to examine how different sectors mediate geoeconomic pressures.
Furthermore, it would be valuable to examine how firms develop capabilities for early sensing
and anticipatory response, particularly in industries exposed to sanctions, export controls,

strategic resource dependencies or rapid regulatory change.

Future research could also investigate how firm responses feedback into institutional and

geoeconomic structures. This would provide a deeper understanding of how aggregated firm

101/136



International Business Master Thesis

behaviour contributes to broader processes such as decoupling, regionalisation, friendshoring
and the development of new legitimacy norms. Finally, comparative studies across corporate
nationalities could examine how firms from different home-country contexts interpret and

respond to similar geopolitical disruptions differently.
8. Conclusion

This thesis set out to explain the research question: “How can an institutional-based theory be
extended to explain how multinational enterprises (MNEs) sense, interpret, and navigate
institutional pressures during global disruptions?” The findings demonstrate that such a theory
must move beyond static conceptions of institutions and instead conceptualise them as
dynamic, multilevel and politically contested environments that companies must actively

navigate.

In connection with the first sub-question, the thesis shows that the existing institutional theory
falls short in several critical areas. While it effectively explains how institutions shape firm
behaviour through legitimacy pressures, institutional distance and regulatory constraints, it
remains grounded in a stability bias. It assumes relatively fixed environments and provides
limited insights into how firms respond when institutional conditions become volatile,
ambiguous and rapidly evolving. Moreover, it lacks a clear processual explanation linking
institutional pressures to firm-level action, underdeveloped multilevel integration and
insufficiently accounts for the role of geopolitics and MNE agency. As a result, it struggles to
explain how firms respond under conditions of global disruption, where institutional pressures

are overlapping, transient and politically mediated.

To address the second sub-question, the thesis has developed the conceptual foundations for a
navigation-oriented institutional theory. The central contribution is the introduction of
institutional navigation as a process through which MNEs sense, interpret and respond to
institutional signals. This process is defined as dynamic, iterative and multilevel unfolding
across macro-level geopolitical dynamics, meso-level industry transmission channels and
micro-level firm responses. The framework identifies institutional signals as the key
mechanism through which geopolitical disruptions are translated into firm-specific pressures,

requiring interpretation under uncertainty.
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A central theoretical advancement lies in integrating geopolitics and geoeconomics into
institutional theory. The findings showcase that institutional environments are increasingly
shaped by recursive interactions between political and economic processes, where states deploy
economic instruments such as sanctions, export controls and industrial policies to pursue
strategic objectives. These geoeconomic mechanisms act as the primary bridge between macro-
level disruptions and firm-level pressures, transforming geopolitical developments into
understood not as exogenous constraints, but as evolving structures continuously produced

through political and economic interaction.

Furthermore, the thesis underlines that institutional navigation is inherently conditional on
unpredictability. Global disruptions generate institutional signals that are incomplete,
ambiguous and often conflicting across home, host and transnational environments. MNEs
should therefore act under conditions of incomplete information, balancing economic
objectives with legitimacy, responsibility and exposure. This institutional navigation should
not be viewed as a one-time adjustment, but as an ongoing organisational capability grounded

in sensing, interpretation and strategic action.

Bringing these elements together, the thesis proposes a navigation-oriented institutional theory
that conceptualises MNE behaviour as a continuous process of orientation within a shifting
institutional environment. This theory explains how firms engage with institutional complexity
by detecting signals, interpreting their strategic meaning and navigating through a repertoire of
responses including adaptation, reconfiguration and nonmarket action, while simultaneously

contributing to the evolution of the institutional environment itself.

In conclusion, this thesis contributes to institutional theory by framing it from a descriptive
theory into a more explanatory and process-oriented perspective. It further demonstrates that
understanding MNE behaviour in an era of global disruption requires a shift from institutional
fit to institutional navigation, where firms actively engage, interpret and shape the institutional

environments in which they operate.
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10. Appendix

10.1 Thematic coding - Firm-specific institutional navigation

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 2 references coded [ 0.21% Coverage]
Reference 1 - 0.15% Coverage

This Perspective proposes a shift in focus toward understanding how geopolitical tensions
affect multinational enterprises (MNEs) by centering the attention on corporate nationality and
how it shapes firm responses to geopolitical risk through organizational design, global value

chain configuration, and nonmarket capabilities.
Reference 2 - 0.06% Coverage

MNEs must now navigate not only market dynamics but also regulatory nationalism,

resource competition, and climate-driven policies

Files\\Inter-state-war-institutions-and-multinationals-insights-from-the-Russian-Ukraine-

war - § 3 references coded [ 0.21% Coverage]
Reference 1 - 0.05% Coverage

The purpose of this paper is to understand the nature or source of institutional pressures
Reference 2 - 0.08% Coverage

we witnessed considerable corporate action, inaction and sometimes reversed decisions in

response to the Russian—Ukrainian war.

Reference 3 - 0.07% Coverage
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British Petroleum (BP) exited from its $14bn stake in Russian oil giant Rosneft, while Uniqlo

remained in themarket to date

<Files\\BASF At a Glance 2022> - § 2 references coded [0,74% Coverage]

Reference 1 - 0,22% Coverage

We therefore decided to wind down our business in Russia and Belarus in 2022. The sole
exception is our business that supports food production, as the war also increases the risk of a

global food crisis.

Reference 2 - 0,51% Coverage

In the Verbund, we can manage our production in a resource-efficient, CO2

-optimized and reliable way.

New patents filed

~1,000 (2021: ~820)

Research and development expenses

€2.3 billion (2021: €2.2 billion)

Employees in research and development

~10,000 (2021: ~10,000)

By-products from one facility are used as feedstocks elsewhere, for example. This saves us raw

materials and energy, avoids emissions, lowers logistics costs and leverages synergies.

<Files\\BASF Report 2022 Letter from the Chairman of the Board of Executive Directors> - §

2 references coded [0,61% Coverage]

Reference 1 - 0,33% Coverage

we were able to significantly reduce our gas consumption in Europe

Reference 2 - 0,28% Coverage
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We will continue to reduce our dependency on natural gas

<Files\\Caught in the crossfire Multinational enterprises in the era of geopolitical tensions> - §

2 references coded [0,11% Coverage]

Reference 1 - 0,05% Coverage

These examples illustrate how geopolitics increasingly shapes core international business

decisions of firms

Reference 2 - 0,06% Coverage

For instance, sanctions against Russia following its invasion of Ukraine disrupted energy

markets, forcing MNEs to reconfigure operations

<Files\\Inter-state war, institutions and multinationals insights from the Russian-Ukraine war>

- § 1 reference coded [0,09% Coverage]

Reference 1 - 0,09% Coverage

MNESs have to make important strategic decisions either to protect their legitimacy or to defend

their economic objectives against institutional demands

<Files\\Novo Nordisk Annual Report 2022> - § 1 reference coded [0,04% Coverage]
Reference 1 - 0,04% Coverage

In Russia, we have suspended marketing investments and changed our focus from launching
new medications and clinical investment, to securing supply of insulin to ensure our patients

have access to these essential medicines. Our factory in Russia supplies insulin to patients in

Russia only
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<Files\\Russia Russia's Lukoil says it plans to sell international> - § 1 reference coded [1,89%

Coverage]
Reference 1 - 1,89% Coverage

Lukoil, said on Monday it would sell its international assets following sanctions over Ukraine

announced last week by the United States.
<Files\\The future of the automotive value chain> - § 1 reference coded [0,03% Coverage]
Reference 1 - 0,03% Coverage

Russia’s war of aggression against Ukraine and the ongoing China-USA geopolitical tensions,

have led large and small firms alike to reassess their supply chains

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 1 reference coded [0,08% Coverage]
Reference 1 - 0,08% Coverage

reconfiguration is an essential response, describing an MNE’s efforts to realign its global

posture with new geopolitical conditions.

10.1.1 Thematic coding - From geopolitical disruption to geoeconomic

pressure

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 1 reference coded [ 0.07% Coverage]
Reference 1 - 0.07% Coverage

Political ~ shifts,  regional  conflicts, and institutional  frameworks,  such

as trade blocs, directly shape market access, value chains, and investment decisions.
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Files\\I[EA-Gas-Market-Report-Q2-2022 - § 1 reference coded [ 0.08% Coverage]
Reference 1 - 0.08% Coverage

Russia’s invasion of Ukraine has triggered a major energy supply and security crisis that has

sent commodity prices to new highs, with wider implications for the global economy.

Files\\Inter-state-war-institutions-and-multinationals-insights-from-the-Russian-Ukraine-

war - § 1 reference coded [ 0.10% Coverage]
Reference 1 - 0.10% Coverage

Wars, and violent conflicts generally, can generate significant institutional dynamics and new

legitimacy pressures for multinational enterprises (MNEs).

Files\\Weaponized-Interdependence-How-Global-Economic-Networks-Shape-State-

Coercion - § 1 reference coded [ 0.06% Coverage]
Reference 1 - 0.06% Coverage

Flows of nance, information, and physical goods across borders create both new risks for states
phy g

and new tools to alternatively exploit or mitigate those risks.

<Files\\BASF At a Glance 2022> - § 2 references coded [0,20% Coverage]

Reference 1 - 0,12% Coverage

The past year has been a brutal wakeup call that peace and economic stability cannot be taken

for granted.

Reference 2 - 0,09% Coverage

Natural gas is one of our most important energy sources and a key raw material

<Files\\Caught in the crossfire Multinational enterprises in the era of geopolitical tensions> - §

4 references coded [0,41% Coverage]

Reference 1 - 0,03% Coverage
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Geopolitical tensions are reshaping the global business environment

Reference 2 - 0,07% Coverage

Political shifts, regional conflicts, and institutional frameworks, such

as trade blocs, directly shape market access, value chains, and investment decisions
Reference 3 - 0,20% Coverage

First, diplomatic and geoeconomic confrontations arise from the degree of policy alignment or
misalignment between states and are manifested through economic instruments designed to
advance geopolitical objectives. These include tariffs, sanctions, export and investment
controls, subsidies, and currency measures, which are increasingly used to decouple national
economies and restrict flows of goods, services, knowledge, and technology

Reference 4 - 0,10% Coverage

Although sanctions are often ineffective in achieving their stated political goals, they impose
high economic costs on target countries and thus serve as an important channel through which

geopolitical risk is transmitted to firms

<Files\\Russia Russia's Lukoil says it plans to sell international> - § 1 reference coded [3,51%

Coverage]

Reference 1 - 3,51% Coverage

On October 15, Britain also targeted Lukoil and Rosneft, as well as 44 so-called shadow fleet
tankers, mainly consisting of aging tankers with opaque ownership, in what it described as a

new bid to tighten energy sanctions and choke off Kremlin revenue

<Files\\The future of the automotive value chain> - § 1 reference coded [0,03% Coverage]
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Reference 1 - 0,03% Coverage

Protectionist policies, including trade and investment restrictions, lead to increasingly

regionalised automotive value chains

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 2 references coded [0,20% Coverage]
Reference 1 - 0,08% Coverage

Second, its use of guardrail provisions pursues the weaponization of global value chains for

geopolitical and geo-economic purposes
Reference 2 - 0,12% Coverage

It increases the difficulty for MNEs in finding a delicate balance between global market
dynamics and incompatible national policies that stretch extraterritorially through the

weaponization of global value chains.

10.1.2 Thematic coding - Industry-specific transmission channels

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 2 references coded [ 0.12% Coverage]
Reference 1 - 0.06% Coverage

sanctions against Russia following its invasion of Ukraine disrupted energy markets, forcing

MNEs to reconfigure operations
Reference 2 - 0.06% Coverage

U.S.-China technological competition has fragmented semiconductor supply chains,

compelling firms to adopt "friendshoring" strategies
Files\\I[EA-Gas-Market-Report-Q2-2022 - § 3 references coded [ 0.19% Coverage]

Reference 1 - 0.07% Coverage
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The conflict has put further considerable pressure on natural gas markets and raised uncertainty

in the context of an already tight market.
Reference 2 - 0.08% Coverage

Lower Russian supplies have largely been compensated by LNG, turning Europe into the

premium market and drawing cargoes away from Asia Pacific and other regions.
Reference 3 - 0.05% Coverage

European short-term prices have reached all-time record highs since the beginning of the

conflict

Files\\Weaponized-Interdependence-How-Global-Economic-Networks-Shape-State-

Coercion - § 1 reference coded [ 0.10% Coverage]
Reference 1 - 0.10% Coverage

Our account places networks such as *nancial communications, supply chains, and the internet,
which have been largely neglected by international relations scholars, at the heart of a

compelling new understanding of globalization and power

<Files\BASF Group Reporting on the 2022 business year> - § 1 reference coded [0,32%

Coverage]

Reference 1 - 0,32% Coverage

High energy prices are now putting an additional burden on profitability and competitiveness

in Europe

<Files\\BASF Report 2022 Letter from the Chairman of the Board of Executive Directors> - §

1 reference coded [0,69% Coverage]

Reference 1 - 0,69% Coverage

The gradual reduction of Russian gas deliveries and the associated increase in energy prices in

Europe presented us with immense challenges
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<Files\\Caught in the crossfire Multinational enterprises in the era of geopolitical tensions> - §

3 references coded [0,25% Coverage]
Reference 1 - 0,07% Coverage

Similarly, U.S.-China technological competition has fragmented semiconductor supply chains,

compelling firms to adopt "friendshoring" strategies

Reference 2 - 0,02% Coverage

geopolitics has reshaped entire industries

Reference 3 - 0,16% Coverage

However, recent geopolitical developments suggest a fundamental shift in how these networks
are interpreted and governed. Particularly in strategic sectors such as semiconductors, artificial
intelligence, and advanced manufacturing, GVCs are increasingly viewed by states as
instruments of national power, technological sovereignty, and geopolitical competition
<Files\\I[EA Gas Market Report, Q2-2022> - § 6 references coded [0,42% Coverage]

Reference 1 - 0,08% Coverage

Russia’s invasion of Ukraine has triggered a major energy supply and security crisis that has

sent commodity prices to new highs, with wider implications for the global economy
Reference 2 - 0,09% Coverage
The resulting tight supply, high prices, and heightened market uncertainty have led to a

downward revision in global gas consumption growth, which as a result is expected to turn

negative for 2022
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Reference 3 - 0,12% Coverage

China and Russia, two major exporters of urea, have restricted exports in late 2021 in order to

maintain supply and food security for their domestic markets, and sanctions on Russia have put

further tension on fertiliser availability and future crop yields

Reference 4 - 0,04% Coverage

record high gas prices depressed gas use in the power and industrial sectors

Reference 5 - 0,05% Coverage

as record high gas prices led to production curtailments in energy- and gasintensive industrial

sectors

Reference 6 - 0,05% Coverage

Deteriorating safety conditions and supply disruptions have led to a sharp decline in natural

gas demand

<Files\\Russia Russia's Lukoil says it plans to sell international> - § 1 reference coded [3,51%

Coverage]

Reference 1 - 3,51% Coverage

On October 15, Britain also targeted Lukoil and Rosneft, as well as 44 so-called shadow fleet
tankers, mainly consisting of aging tankers with opaque ownership, in what it described as a
new bid to tighten energy sanctions and choke off Kremlin revenue

<Files\\The future of the automotive value chain> - § 2 references coded [0,06% Coverage]

Reference 1 - 0,03% Coverage
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Set against a backdrop of rising trade tensions, the automotive value chain is shifting towards

clean, connected, and autonomous vehicles
Reference 2 - 0,03% Coverage

recent shocks and rising geopolitical tension have had profound impacts on global supply

chains, triggering supply chain reshuffling

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 2 references coded [0,27% Coverage]

Reference 1 - 0,15% Coverage

Around the globe, multinational enterprises (MNEs) in strategic industries are encountering a
slate of new legislative, governmental and regulatory policies that aim to regulate global value
chains for geopolitical gains, most notably in high-technology sectors

Reference 2 - 0,11% Coverage

These chips are the lifeblood of the modern

economy, powering the core technology that runs everything from automobiles and smart

phones to nuclear submarines, aerospace, and quantum systems.

<Files\\Vulnerabilities in the semiconductor supply chain> - § 2 references coded [0,30%

Coverage]
Reference 1 - 0,13% Coverage

Semiconductor shortages can have large adverse effects on output in these industries, with

ripple effects on the broader economy, as highlighted by recent supply chain disruptions

Reference 2 - 0,17% Coverage
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the semiconductor value chain can be a significant source of vulnerability, with a disruption of
semiconductor production in a single Asian economy potentially triggering shortages in a broad

range of downstream economies and industries
<Files\\What does the COVID-19 pandemi> - § 1 reference coded [0,17% Coverage]
Reference 1 - 0,17% Coverage

In large part, this is because supply chain dynamics vary considerably, not just by industry but
also by the characteristics of specific products, the strategies of the companies that make them,

and the distribution channels involved

<Files\\World Trade Report 2023 — Re-globalization for a secure, inclusive and sustainable

future> - § 1 reference coded [0,01% Coverage]
Reference 1 - 0,01% Coverage

Export restrictions on critical raw materials have increased more than five-fold in the last

decade

10.1.3 Thematic coding - Institutional signals under disruption

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 1 reference coded [ 0.08% Coverage]
Reference 1 - 0.08% Coverage

negative public sentiment due to nationalist sentiments, media narratives, and public discourse

that frame firms from certain countries as politically misaligned or threatening

Files\\Inter-state-war-institutions-and-multinationals-insights-from-the-Russian-Ukraine-

war - § 4 references coded [ 0.50% Coverage]

Reference 1 - 0.06% Coverage
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Central to the framework is the impact of formal and informal institutions on MNEs during

war
Reference 2 - 0.12% Coverage

As aresult of regulatory and social pressures, MNEs have to make important strategic decisions
either to protect their legitimacy or to defend their economic objectives against institutional

demands.
Reference 3 - 0.10% Coverage

Wars generate significant economic, social and political upheaval, which can create significant

changes in both the formal and informal institutional landscape
Reference 4 - 0.22% Coverage

hundreds of Western companies with operations in Russia have responded in diverse ways to
the institutional pressures created by the Western-led economic sanctions against Russia
(Pereira et al.,2022) and the social pressureconMNEs  acrossEuropeand

Insights from the Russian— Ukrainian war North America to terminate their Russian business

<Files\\Caught in the crossfire Multinational enterprises in the era of geopolitical tensions> - §

1 reference coded [0,10% Coverage]

Reference 1 - 0,10% Coverage

Although sanctions are often ineffective in achieving their stated political goals, they impose
high economic costs on target countries and thus serve as an important channel through which

geopolitical risk is transmitted to firms

<Files\\Inter-state war, institutions and multinationals insights from the Russian-Ukraine war>

- § 8 references coded [0,55% Coverage]

Reference 1 - 0,09% Coverage

Wars, and violent conflicts generally, can generate significant institutional dynamics and new

legitimacy pressures for multinational enterprises (MNEs
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Reference 2 - 0,04% Coverage

wars cause enormous disruption to MNEs’ institutional environments

Reference 3 - 0,06% Coverage

They lead to new regulation either as an instrument of war or to curtail the impacts of war for

society

Reference 4 - 0,07% Coverage

formal and informal institutions comprise the rules of the game that MNEs need to follow to

retain legitimacy

Reference 5 - 0,10% Coverage

Wars generate significant economic, social and political upheaval, which can create significant

changes in both the formal and informal institutional landscape

Reference 6 - 0,05% Coverage

the freezing of enemy financial assets are both key elements in economic warfare

Reference 7 - 0,04% Coverage

Sanctions with social approval gain the status of informal institutions

Reference 8 - 0,10% Coverage

As Russia experienced a litany of economic sanctions by Western countries and disconnected

from the global financial system, divestment has been challenging for some MNEs
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<Files\\The future of the automotive value chain> - § 2 references coded [0,06% Coverage]

Reference 1 - 0,03% Coverage

The foresight exercise looks at three main trends and their interplay: “Greening”,

“Digitalisation”, and “Shifting global value chains (GVCs)”

Reference 2 - 0,03% Coverage

Protectionist policies, including trade and investment restrictions, lead to increasingly

regionalised automotive value chains

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 1 reference coded [0,10% Coverage]

Reference 1 - 0,10% Coverage

Investment-screening regimes are increasingly muscular guardians of corporate control, and

export controls are in the front line of the innovation race between America and China

<Files\\World Trade Report 2023 — Re-globalization for a secure, inclusive and sustainable

future> - § 3 references coded [0,03% Coverage]

Reference 1 - 0,01% Coverage

With security considerations an increasingly influential factor in trade policy

Reference 2 - 0,01% Coverage

This suggests that trade policy is more and more influenced by security concerns
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Reference 3 - 0,02% Coverage

WTO trade monitoring data shows, for instance, how the onset of the war in Ukraine was
followed by an increase in export restrictions (WTO, 2023c), a trend also observed during the

COVID-19 pandemic

10.1.4 Thematic coding - Legitimacy, responsibility, and corporate

nationality

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 3 references coded [ 0.19% Coverage]
Reference 1 - 0.04% Coverage

In a Dbifurcated global economy, a firm’s nationality is no longer a

neutral background variable,
Reference 2 - 0.05% Coverage

corporate nationality influences exposure to economic nationalism, regulatory scrutiny, and

partner selection
Reference 3 - 0.09% Coverage

Firm-specific assets, particularly knowledge, data, platforms, and other strategic intangibles,
may become politicized as a function of the firm’s nationality and the strategic sensitivity of

the sector

Files\\Inter-state-war-institutions-and-multinationals-insights-from-the-Russian-Ukraine-

war - § 3 references coded [ 0.15% Coverage]
Reference 1 - 0.04% Coverage

MNEs must respond accordingly to reduce risks to legitimacy (
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Reference 2 - 0.05% Coverage
MNE respond to institutional demands to protect their organizational legitimacy
Reference 3 - 0.07% Coverage

Legitimacy is a major concern for MNEs because without it MNEs struggle to survive, grow

and acquire resources

<Files\\Caught in the crossfire Multinational enterprises in the era of geopolitical tensions> - §

8 references coded [0,61% Coverage]

Reference 1 - 0,09% Coverage

by centering the attention on corporate nationality and how it shapes firm responses to
geopolitical risk through organizational design, global value chain configuration, and
nonmarket capabilities

Reference 2 - 0,05% Coverage

the corporation’s nationality has been elevated from a demographic fact to a cognitive proxy

for legitimacy

Reference 3 - 0,07% Coverage

MNE:s associated with rival home countries may face heightened scrutiny, public opposition,

and informal regulatory pressure even without new formal restrictions

Reference 4 - 0,07% Coverage

Thus, while the liability of foreignness (Zaheer, 1995) could be overcome by learning and local

embeddedness, the liability of origin is often immutable

Reference 5 - 0,05% Coverage
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legitimacy is dictated by geopolitical alignment and competitive advantage is constrained by

national security interests.

Reference 6 - 0,12% Coverage

Export controls, investment screening, and techno-nationalist policies politicize knowledge
flows by framing certain firms’ technological assets as extensions of national power,
transforming firm-specific capabilities into objects of geopolitical contestation

Reference 7 - 0,06% Coverage

corporate nationality has become a persistent strategic condition that firms cannot easily escape

under geopolitical rivalry

Reference 8 - 0,10% Coverage

Firm-specific assets, particularly knowledge, data, platforms, and other strategic intangibles,
may become politicized as a function of the firm’s nationality and the strategic sensitivity of

the sector in which it operates

<Files\\Inter-state war, institutions and multinationals insights from the Russian-Ukraine war>

- § 2 references coded [0,16% Coverage]

Reference 1 - 0,09% Coverage

Wars, and violent conflicts generally, can generate significant institutional dynamics and new

legitimacy pressures for multinational enterprises (MNEs)

Reference 2 - 0,07% Coverage

formal and informal institutions comprise the rules of the game that MNEs need to follow to

retain legitimacy
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<Files\\Levels of legitimacy development ininternationalization Multinational enterpriseand

civil society interplay in institutional void> - § 2 references coded [0,07% Coverage]

Reference 1 - 0,02% Coverage

legitimacy is regarded as a strategic resource and output

Reference 2 - 0,04% Coverage

Firms primarily gain acceptance by complying with social standards, and thereby attain the

“right to exist”

<Files\\Novo Nordisk Annual Report 2022> - § 1 reference coded [0,04% Coverage]
Reference 1 - 0,04% Coverage

In Russia, we have suspended marketing investments and changed our focus from launching
new medications and clinical investment, to securing supply of insulin to ensure our patients
have access to these essential medicines. Our factory in Russia supplies insulin to patients in

Russia only

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 2 references coded [0,29% Coverage]

Reference 1 - 0,17% Coverage

For better or worse, many countries are abandoning their liberal commitments to an open and
rules-based multilateral system to

The rise of techno-geopolitical uncertainty 1424

take more protective approaches to their trade and investment relationships based on national

security concerns

Reference 2 - 0,12% Coverage
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It increases the difficulty for MNEs in finding a delicate balance between global market
dynamics and incompatible national policies that stretch extraterritorially through the

weaponization of global value chains.

<Files\\World Trade Report 2023 — Re-globalization for a secure, inclusive and sustainable

future> - § 1 reference coded [0,01% Coverage]
Reference 1 - 0,01% Coverage
This suggests that trade policy is more and more influenced by security concerns

10.1.5 Thematic coding - Unpredictability and cross-level navigation

Files\\Caught-in-the-crossfire-Multinational-enterprises-in-the-era-of-geopolitical-

tensions - § 2 references coded [ 0.15% Coverage]
Reference 1 - 0.06% Coverage

Geopolitical risks, in contrast, stem from strategic interactions and power struggles between

states on the international stage
Reference 2 - 0.09% Coverage

Capturing systemic international tensions and conflicts that reshape the global political-
economic landscape, geopolitical risk demands distinct analytical and strategic responses from

MNEs
Files\\I[EA-Gas-Market-Report-Q2-2022 - § 3 references coded [ 0.14% Coverage]
Reference 1 - 0.04% Coverage

Price volatility also reached record levels as a result of unprecedented uncertainty.
Reference 2 - 0.04% Coverage

The outlook remains highly uncertain, and further downsides can be expected,

Reference 3 - 0.06% Coverage
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The Russian invasion of Ukraine created unprecedented uncertainty and volatility for both

European and Asian gas markets

Files\\Inter-state-war-institutions-and-multinationals-insights-from-the-Russian-Ukraine-

war - § 2 references coded [ 0.17% Coverage]
Reference 1 - 0.06% Coverage

MNEs in war may be confronted with competing new institutional pressures across multiple

jurisdictions
Reference 2 - 0.11% Coverage

This study shows the powerful impact of formal and informal institutions onMNE:s in an inter-

state war context and explains how institutions influence corporate responses in war.

Files\\Weaponized-Interdependence-How-Global-Economic-Networks-Shape-State-

Coercion - § 2 references coded [ 0.14% Coverage]
Reference 1 - 0.06% Coverage

Global economic networks have security consequences, because they in-

crease interdependence between states that were previously relatively autonomous.
Reference 2 - 0.08% Coverage

states with political authority over the central nodes in the international networked structures
through which money, goods, and information travel are uniquely positioned to impose costs

on others.

<Files\BASF Group Reporting on the 2022 business year> - § 1 reference coded [0,44%

Coverage]

Reference 1 - 0,44% Coverage

The high level of uncertainty that arose over the course of 2022 due to the war in Ukraine, high

raw materials and energy costs in Europe

<Files\\I[EA Gas Market Report, Q2-2022> - § 3 references coded [0,13% Coverage]
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Reference 1 - 0,04% Coverage

The conflict has put further considerable pressure on natural gas markets and raised uncertainty

Reference 2 - 0,04% Coverage

Price volatility also reached record levels as a result of unprecedented uncertainty

Reference 3 - 0,05% Coverage

Deteriorating safety conditions and supply disruptions have led to a sharp decline in natural

gas demand

<Files\\Inter-state war, institutions and multinationals insights from the Russian-Ukraine war>

- § 2 references coded [0,16% Coverage]

Reference 1 - 0,10% Coverage

Wars generate significant economic, social and political upheaval, which can create significant

changes in both the formal and informal institutional landscape

Reference 2 - 0,07% Coverage

Moreover, MNEs in war may be confronted with competing new institutional pressures across

multiple jurisdictions

<Files\\The rise of techno-geopolitical uncertainty Implications of the United States CHIPS

and Science Act> - § 1 reference coded [0,20% Coverage]

Reference 1 - 0,20% Coverage
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We define techno-geopolitical uncertainty as the propensity of disruptions caused by significant
policy changes taken by powerful nation states who seek interlocked techno-nationalist and
geopolitical gains vis-a'-vis rival states. The rise of techno-geopolitical uncertainty takes place

against the backdrop of a liberal international order in crisis.

<Files\\Vulnerabilities in the semiconductor supply chain> - § 1 reference coded [0,15%

Coverage]

Reference 1 - 0,15% Coverage

a significant source of vulnerability, with a disruption of semiconductor production in a single
Asian economy potentially triggering shortages in a broad range of downstream economies and
industries

<Files\\What does the COVID-19 pandemi> - § 1 reference coded [0,14% Coverage]
Reference 1 - 0,14% Coverage

GVCs link the macro-level of international trade, investment, and finance with the meso-level

of national and regional economies, and the micro-level of local suppliers, communities, and

workers
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