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ABSTRACT 

 

Sustainability puts a normative mandate on innovation to become more environmentally and 

socially benevolent. Besides, the increased environmental degradation generates the demand for 

sustainable-oriented innovation in the clothing industry. However, international players in the 

clothing industry experience challenge to practice sustainable innovation from the embedded 

institutions. Nonetheless, there is limited research on overall sustainability-oriented innovation in 

international business research, particularly in the clothing industry—that generates interest to 

investigating or deep down more in this arena.  Thus, this thesis is focused on addressing 

challenges for performing sustainable-oriented innovation in the clothing industry, which is 

grounded on the institutional-based view. 

 

Keywords: Innovation, sustainability, challenges, Multinational corporations, Global innovation 

network, institutions, Sweden, Bangladesh. 
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1. Introduction 

This chapter is aiming to introduce the topic of this thesis. A comprehensive background is 

presented, followed by a problem discussion. In the problem discussion part, the thesis tried 

to identify the research gap and its relevance. Afterward, the research purpose and research 

question will present to illustrate clear guidance of this study. Lastly, this chapter will finish 

with the delimitation and disposition of this study.   

1.1 Background 

―The World’s economy is global, whereas its politics are national. This seems in a nutshell 

and is the dilemma of global governance (Dicken, 2015).‖   

Generally, a firm’s profitability can be enhanced through increased dissemination of not only 

existing markets but also the expansion of new geographical markets. On the other hand, in 

an intensely competitive environment, introducing a continuous stream of new products 

becomes essential to a firm’s profitability, and indeed, it is very survival (Dicken, 2015). The 

researcher widely accepted that innovation is one of the crucial keys to business success. In 

the past, innovation success has been measured predominantly by the economic scale. 

Conversely, from the recent research, the success has been measured on the non-economic 

scale. The increasing recognition of non-economic aspects in organization management has 

become inspiration powerfully to the vision of sustainable development (Hansen, Grosse-

Dunker, and Reichwald, 2009) 

Sustainability is a concept that is found in the Brundtland Report of 1987 (Kuhlman and 

Farrington, 2010). Sustainability practices deal with adopting a long-term focus and a more 

inclusive set of responsibilities, which positively impact the ecosystems, societies, and 

environment. This practice allows long-term value creation by helping firms to develop 

opportunities and manage economic, environmental, and social risk (Chakrabarty, and Wang, 

2012). Multinational Corporations are the drivers of economic expansion involved as a nodal 

movement of capital. At the same time, it is the primary societal institution implication in 

global environmental degradation. Some scholars argue that by virtue of their power and 

effect on the planet MNCs must play a significant role in advancing global ecological ethics 

(Andersson, Shivarajan, and Blau, 2005). 
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The application of sustainability into innovation management is essential for not only a moral 

perspective but also in a business perspective. From the point of moral view, scholars stress 

the role of corporations in solving global societal and environmental issues. Instead, the 

business perspective have are two arguments here. Firstly, new and exposed regulations and 

laws in social and environmental matters may upsurge the pressure towards innovativeness. 

Secondly, sustainability itself provides a new source of ideas and visions, which leads to new 

business opportunities (Hansen, Grosse-Dunker, and Reichwald, 2009).  

The environmental degradation in the clothing or textile industry is not an uncommon entity. 

Though, this industry is considered one of the most polluting industries globally (Austgulen, 

2016). This industry creates negative societal impacts by excessively using resources, for 

example, oil, carbon, and water. In the clothing industry, the manufacturing processes are not 

only very water-intensive but also have been using an average of 93 billion cubic meters of 

water yearly that represents 4% of global freshwater withdrawal (Kazancoglu et al., 2020). 

20% of the worldwide waste of water is attributed to the clothing industry production and 

10% carbon dioxide emissions from this industry. However, the clothing industry has been 

working towards the reduction of environmental degradation for a long time. A study by 

cotton incorporated in 2009 illustrates that in a 20 years framework (from 1990- 2009). This 

industry has shown a reduction in consumption of natural resources such as water, energy, 

etc., in the direction of processing cotton by 50% and a reduction in chemical use by 40% 

globally. The multinational players in this sector are driven by the desire to contribute 

towards sustainability practice and a sheer motive to earn profits. However, the increasing 

environmental issues demand more towards sustainability activities from this industry 

(Desore, 2017). 

Sustainability puts a normative mandate on innovation to become more environmentally and 

socially benevolent. At the same time provides a new source of innovations and competitive 

advantage (Hansen, Grosse-Dunker, and Reichwald, 2009). Besides, consumers nowadays 

seem to be aware and showing their interest in green products. Consequently, many 

multinational clothing companies have invested in sustainable actions, such as H&M, Zara, 

etc. And the reason behind their initiatives is to believe that this consumer trend will grow 

further. Technological innovation in garments materials and manufacturing processes enables 

new ways to think about new business models beyond their traditional innovation model. It is 
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high time for the clothing industry to build innovative business models to explore these 

trends through pursuing economically at the same time social, environmental, and economic 

value creation (Todeschini et al., 2017).  

According to Cillo, Petruzzelli, Ardito, and Del Giudice (2019), to adopt the concept of 

sustainable development, firms are gradually expected to develop innovations that reconcile 

economic, environmental, and social goals. On the other hand, achieving this goal is not 

straightforward. Scholars argued that there is still much uncertainty about how innovation 

and sustainable clothing business models should be structured (Todeschini et al., 2017).       

According to the above discussion, the increased environmental degradation also generates 

the demand for sustainable-oriented innovation. On the other hand, international players 

experience challenges practicing sustainability-oriented innovation, which creates interest in 

investigating or deep down more in this arena.   

 

1.2 Problem discussion  

 

Most of the studies emphasized on changing pattern of innovation towards sustainability in 

clothing industries. However, few studies discussed the potential challenges to practice 

sustainability-oriented innovation in this industry. According to Todeschini et al., (2017), a 

key challenge is to rethink the design phase of sustainable product development. The second 

potential cause of many of the reviewed sustainable business models is related to consumer 

education. Besides, many sustainable innovations have failed to convince consumers about 

the benefits of sustainable clothing products. On the other hand, the challenge is closely 

related to addressing consumer's sustainability expectations. For a traditional business which 

strongly associated with fast fashion may be challenging to promote enough change towards 

sustainability. Besides, some other challenges are generated to improve solutions for aligning 

values and the supply network. That involves collaborative arrangements and building 

stakeholders' commitment to sharing knowledge, resource, and ability (Todeschini et al., 

2017).   

According to Cillo, Petruzzelli, Ardito, and Del Giudice (2019), relevant literature that has 

emerged from the analysis pertains to multidisciplinary studies concerning sustainable 
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innovation. Therefore, after analyzing various factors across perspectives, such as internal 

managerial, external managerial, and performance evaluation, they find out the central issues 

and come to conclusions. The findings are (a) managerial, organizational, and planning affect 

sustainable innovation process, (b) sustainable niche management is often needed to manage 

innovation, (c) information system and ambidextrous capabilities support sustainable 

innovation processes, and (d) sustainable innovations often require novel business models.    

According to Boström et al., (2016), here researchers illustrate the challenges of clothing 

industries into three different dimensions such as demand-side, supply-side, and 

Government's role. Particularly in this industry's sustainability impact is high. Besides, the 

global stretch of its commodity chains creates extra challenges not only from supply-side but 

also from demand. There are considerable governance challenges from the supply side as a 

large variety of actors, and national contexts are involved. On the demand side, 

communication becomes a significant challenge as consumers are increasingly detached from 

clothing product content (Boström et al., 2016).      

According to Goworek (2018), literature highlighted that enhancing clothing longevity could 

be addressed other interrelated challenges, such as improved knowledge, skills, process, and 

infrastructure. Consequently, the managerial decisions were taken to dismantle inhibitors to 

longevity where possible. Besides, enhance the agency of new product development team 

members, especially suppliers, within the limit of financial sustainability (Goworek et al., 

2018).  

On the other hand, some scholars have done their research, particularly in the emerging 

market. According to Khattak (2019), in the clothing industry, many firms from developed 

countries have outsourced manufacturing processes in low-cost countries where social and 

environmental standards are low. However, buyer companies have started implementing 

environmental factors into their business model due to various pressures from various ends 

(such as end consumer, other organization, or their own proactive strategies). However, the 

supplier firms face challenges in innovation production processes to go Green in the absence 

of any local support and knowledge, or some cases; they have not got any help from the 

buyer firm. In South Asia, despite the challenges, companies embraced green innovation and 

set the trend in an industry where the term Green was not even known.   
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From the above literature review, scholars illustrate various possible challenges that 

organizations are experiences in terms of performing sustainability-oriented innovation. 

From the one literature emphasizes challenges of process innovation, on the other hand, 

another literature emphasizes challenges from buyer end and stakeholders. Besides, one 

literature highlighted challenges from an emerging economy.  To come to the thesis 

questions, the above works of literature assist a lot. Some questions arise after reviewing this 

literature that needs to answer. Such as, from the above literature reviewing the literature, 

there is a gap that they did not address challenges based on the institutional-based view. If a 

company enters the emerging economies for performing SOI, what challenges are 

experienced from embedded institutions? In addition, the company incepted in the developed 

economies or emerging economies in that case what challenges they are facing in their home 

country. This thesis' research question has been developed by considering these thoughts. 

 

1.3 Research purpose 

Innovation is considered the core of the business model for multinational corporations. On 

the other hand, sustainability is one of the primary concerns nowadays. In the clothing 

industry, the demand for sustainable innovation is increasing as this industry is identified as 

one of the significant contributors to environmental degradation. Many multinational 

clothing companies adopted sustainability-oriented innovation, and the entire industry 

changes towards practicing similarly. The purpose of this thesis is to identify the potential 

challenges that MNCs experience during practicing sustainability-oriented innovation (SOI) 

in two different markets (Sweden and Bangladesh). By investigating in developed economies 

and emerging economies in the subject area, it is expected that the empirical findings of this 

thesis will be more remarkable and effective.  Therefore, this thesis will clearly conclude the 

challenges of MNCs and SMEs' experiences in their embedded country's institutional 

context.  By researching in this light, it is expected to draw some important conclusions that 

will contribute insights in international business and managers of clothing companies to 

practice more in SOI and assist them in becoming more internationally acceptable.  .  
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1.4 Research question 

From the above problem discussion, the following research question has been developed, 

which will lead the rest of the thesis:  

 What are the challenges that organizations experience for practicing sustainable-

oriented innovation in the clothing industry? 

 

1.5 Delimitation 

This thesis writing delimits its area of research. It is focusing on the clothing industry in two 

different markets. One is the Swedish market which is a developed economy. Another one is 

the Bangladeshi market which is an emerging economy. So this thesis will be a multiple case 

study. 

This thesis predominately focuses on the challenges of sustainability-oriented innovation 

practices of MNCs and SMEs in the clothing industry. In addition, here is also delimiting 

investigating arena by developing a theoretical framework depending on the institutional-

based view. It is considered that this delimitation of this thesis will attain higher quality by 

only looking at these aspects.    

    

1.6  Thesis layout 

This paper is divided into the following chapters below: 

Introduction 

This chapter will provide the readers with a brief background of this thesis subject area, 

followed by a problem discussion. After that, the purpose of the research and the research 

questions are presented. The chapter concludes with the delimitation of this thesis.  

 

Theoretical framework  
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This chapter will provide a framework from the help of previous work of different 

researchers in this subject area. This chapter includes all the critical theories to form a 

framework that will guide the research question to find the answer.  

 

Methodology 

This chapter presents the research approach, research design, and research methods for this 

paper. Besides, a brief argument takes place behind the choices that have been made. The 

chapter rounds off with the reliability and validity of this study. 

 

Empirical findings 

This chapter presents the brief empirical findings and the empirical data mainly obtained 

from interviews. According to the theoretical framework, the interview questions have been 

designed. Later on, the responses will connect with theoretical frameworks. 

 

Analysis 

This chapter analyses the empirical findings based on the theoretical framework. This chapter 

provides a deeper understanding of the field of the study. A brief discussion has been taken 

place in this chapter which will answer this thesis research question.  

 

Conclusion 

This chapter will illustrate the key findings from this thesis and revisited the research 

question. And the chapter will end with contributions, recommendations, and suggestions for 

future research opportunities. 
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2. Theoretical Framework 

This chapter presents a theoretical framework that will use in this thesis. This chapter begins 

with the concept of sustainability, innovation, and sustainability-oriented innovation. 

Following two-fold theoretical contributions to the literature on global innovation networks 

and the institutional-based view will discuss. 

2.1 Sustainability in clothing industry 

This industry slowly but surely is catching sustainability. The concept of sustainability in the 

clothing industry encompasses a variety of terms, such as organic, green, fair trade, 

sustainable, eco, slow, and so forth. Each attempted to highlight or correct a variety of 

perceived wrongs in this industry, for example, animal cruelty, environmental damage, and 

workers' exploitation (Lundblad and Davies, 2015).  Later on, the sector included some more 

in their sustainability practice, such as ethics, durability, and reuse of products.   The 

industry-first introduced this concept during the anti- Fur campaign in the years 1980 and 

1990s. By the effect of this campaign, many brands and retailers have eliminated the use of 

fur in their products. Besides, they also took measures to ensure good animal welfare 

conditions in their fur supply chain. At the beginning of the year 1990s due to numerous 

sweatshop scandals generated consciousness within the industry, which pressured fashion 

brands and retailers to implement factory compliance monitoring programs. Therefore, 

companies adopted the practice independently or through collaborative initiatives such as 

Better Work or the Fair Labor Association (BSR, 2012).  

This industry is often linked the term sustainability to the concept of sustainable 

development. That is meeting the needs of the present without compromising the ability of 

future generations to meet their own needs.  Besides, Triple bottom line (TBI) is considered a 

helpful term to understand the concept of sustainability. It focuses on a firm's management of 

economic, environmental, and social responsibilities and embodies an attempt to synchronize 

them for a complete view of business performance. Besides, TBI has also provided a primary 

platform for many companies to develop a sustainable business model (Peters and Simaens, 

2020).   
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Apart from the business framework, sustainability has also become a core part of this 

industry. The leaders of this industry have begun moving beyond their initial reactive 

response toward proactively addressing environmental concerns at the beginning of the value 

chain during the garments designed. Material sections have primarily focused on sustainable 

design in the clothing industry. Many companies have developed or work in progress to 

create indices that will assist their designers and related concern teams in choosing materials 

based on environmental impacts all over the clothing life cycle (BSR, 2012). 

Further, some researchers argue that the main aim of sustainability is to extract the maximum 

benefits from products by extending their life before throwing them away. Economists and 

environmentalists work on the technical and economic necessity for sustainability revealed; 

therefore, the need for increasing waste prevention and recycling. Establishing their point, 

they address some reasons against the statement, such as economic, social, and 

environmental (Cuc and Vidovic, 2014). Nowadays, the clothing industry is implementing 

sustainability in every aspect as it is not viable for the environment but also for economically. 

Hence, sustainability has become one of the competitive advantages for this industry. 

Nowadays, consumers are concerned about their purchases' social consequences (Lundblad 

and Davies, 2015).  

Therefore, sustainability plays a different level in this industry. Many studies have shown 

that sustainability leads to improved competitiveness (Shahbazpour & Seidel, 2006).  So, 

companies in the clothing industry are increasing their innovations daily towards this trend, 

which will be discussed more in the latter sections. 

 

2.2 Innovation in clothing industry 

Innovation usually means successfully implementing new developments and ideas, which 

depend upon much more than technological advancement. However, technology has 

consistently provided the opportunities to make better goods and services and do so more 

cleanly and safely (OECD., 2000).  The expanded version applies a new and significantly 

improved not only product or process but also some other aspects. Such as, a new marketing 
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method, or a new organizational method in business practices, workplace organization, or 

external relations (OECD., 2005). The common feature of innovation is that it must have 

implemented in the market.    

It is true that that the textile and clothing industry (TCI) has been evolving in recent years in 

a new way. That evolution consists of the use of new materials, processes, and applications 

developed in different sectors of the TCI; therefore, which add value in terms of innovation 

to this traditional sector (Giannini, Iacobucci, and Perugini, 2019). The technological and 

scientific advancement that has made in TCI in the last 60 years is considered unprecedented. 

From 1970 to 1990, many exciting developments took place in fabric production 

technologies in weaving, warp-knitting, and nonwovens. Some emerging technologies in TCI 

are slowly but finally find their place in the manufacturing process; such technologies are 

plasma technology, nanotechnology, microencapsulation technology, and UV curing 

technology. On the other hand, some critical innovations were recently made in TCI; for 

example, three-dimensional body scanning, material flow systems, robotic handling of 

garment components, automated sewing techniques, and alternative fabrics joining processes.  

These have a strong impression in modernizing the clothing factory internationally (Shishoo, 

2012). 

However, according to scholar's opinions on innovation, the notion of innovation in the 

clothing industry has changed over time. The great majority of innovation does not exploit 

modern technologies instead of employing presently available technologies to develop the 

organizational, management, and marketing sphere. Therefore, this type of innovation is 

found in the clothing industry, whose effect helps increase the industry's competitiveness 

(Grandys & Grandys, 2008).    

On the other hand, researchers argue that innovations in the clothing industry in Europe are 

characterized by an innovation model labeled 'suppliers dominated.' Therefore, firms are 

more dependent on innovation on the acquisition of external knowledge. In other words, an 

increasing role of innovation in sustaining the competitiveness of this industry against the 

competition from countries with lower labor costs. Therefore, characteristics of local context 

and regional knowledge play a vital role in the clothing industry's progress innovation 

performance (Giannini, Iacobucci, and Perugini, 2019).   
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2.3  Sustainability oriented innovation (SOI) 

According to Lehmann-Waffenschmidt (2007), Sustainability is a classic concept which must 

establish its place in the ongoing competition within a distinguished and individualized 

society. However, it does not succeed simply; the reason is it economically, ecologically, 

socially, and culturally sensible and necessary for a future-oriented development. Therefore, 

it grows when sustainability innovations are adequately associated with processes of change 

within economies and society. According to Shishoo (2012), mentioned in a similar way that 

one significant factor is how the innovation of the clothing industry, together with the 

research community serving it and how innovation will go to be in the future. Historically, 

innovative manufacturers have made vital contributions towards helping the textile and 

clothing industry through their efforts to be sustainable. So, here comes the definition of 

Sustainability oriented innovation:       

“Sustainability-oriented innovation (SOI): the commercial 

introduction of a new (or improved) product (service), product-

service system, or pure service which – based on a traceable 

(qualitative or quantitative) comparative analysis – leads to 

environmental and (or) social benefits over the prior version’s 

physical life-cycle (“from cradle to grave”) (Hansen and Grosse-

Dunker, 2021).” 

 

The term SOI refers to a phenomenon where companies are directing their business activities 

towards sustainability through innovation that initially focused on eco-innovations. The 

environmental issue is the primary driver for this sustainability-oriented innovation for many 

organizations, and for others, it is considered strategic change. There are many holistic views 

on sustainability by wrapping both environmental and social dimensions. However, the 

general meaning of innovation for sustainability is a relative improvement compared to a 

previous or other entity. So, it could say that it is a process or direction towards sustainability 

that calls for deliberate management and consequently develops the term sustainability-

oriented innovation (Klewitz and Hansen, 2014).   
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On the other hand, some researchers explain the term as sustainability-oriented innovations 

that maintain or increase the overall capital stock, such as economic, environmental, and 

social (Hansen, Grosse-Dunker and Reichwald, 2009). It is also referred to as better-managed 

innovations, where more target criteria are integrated and made mutually compatible 

(Wagner and Llerena, 2008; Hansen, Grosse-Dunker and Reichwald, 2009). 

From decades of research, the main focus of sustainability was on improvement on the level 

of processes and the organization. Scholars have lately emphasized putting it at the core of a 

corporation’s value creation activities; products and services. Recently, research in the area 

of sustainability-oriented innovation has increasingly emerged and addressed the theme from 

various vantage points. Now, large-scale corporations and small and medium-scale 

enterprises are considered important concepts that transform an organization’s product 

offering (Hansen and Grosse-Dunker, 2021). 

In the business market, there are three general types of sustainability- oriented innovation and 

they are illustrating below: 

 

 

Fig 1: Self-developed illustration of general types of sustainability-oriented innovation.  

Process innovation from the above sustainability-oriented innovations general type is an 

innovation related to the production of goods. Often it is dealing intending to increase eco-

efficiency. Organizational innovations come second from the list, which entails the 

reorganization of routines and structure within the firm and new forms of management. This 

type of SOI deals primarily with people and the organization of work. Product innovations 

are entirely new development or improvement of products. For example, eco-design might 
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improve products by more eco begins materials, high durability, low energy consumption in 

manufacturing, etc. on the other hand, entirely new products represent by introducing 

sustainable technologies (Klewitz and Hansen, 2014). This thesis writing mainly emphasizes 

product innovations of SOI.  

According to the researcher's analysis, sustainable innovation involves risks; however, it 

requires structure on the other hand. Besides, undesired impacts are usually associated with 

significant, interdependent infrastructures. Therefore it needs more systemic approaches that 

could transcend traditional business, political boundaries and avoid stranded assets. One can 

achieve by continuing to do better; it will be far more challenging and rewarding to adopt (a) 

bring design, innovative technology, and new economy altogether in order to drive growth in 

a way that reflects on connecting world’s concerns and values, (b) support faster and more 

sustainable development in the developing nation (OECD, 2000).  

 

2.4 Global innovation network (GIN) 

The researcher recognizes that most product innovation relationships are not generated and 

developed in isolation; instead, they are part of a broader context of a network of 

interdependent relationships (Perks and Jeffery, 2006). Some researchers define the 

innovation network in the light of innovation collaboration, which includes only activities 

considered integral to the development work conducted by the focal firm and partners 

actively involved in it. It is essential to mention that the focal form represents ―innovation‖ 

and the partner represents ―networks‖ (OECD, 2005, Herstad, Aslesen, and Ebersberger, 

2014).     

The ability to create new knowledge depends on the exploration of complementary skills. 

The skills might be internal or external to the operation, reflecting the changes that the 

organizations have been making in managerial style and relations with other economic 

agents. Successful innovation of the textile and clothing industry results from the interactive 

learning process. For example, interactions are usually between users and producers, 

competitors, consumers or suppliers, and other knowledge and training institutes, such as 
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universities and higher education institutes or R&D centers (Carvalho, Rodrigues & Vieire, 

2018).     MNCs are themselves faced with a growing need to not only monitor but also learn 

the new global trends. Therefore, increasing demand arises to engage in multi-sourcing of 

technology inputs, partly responsible for rising R&D costs, the increasing demand for R&D 

personnel, and a shortage of R&D personnel in industrialized countries. Accordingly, this 

fulfilling of supply and demand has been facilitating factors that allow de-linking of 

manufacturing and R&D, also support to achieve the comparative advantage of host 

countries (Chen, 2004).   

However, in some cases, firms tend to lock themselves into a state of network innovation. 

Therefore, innovation in those cases is often driven by those firms who configure the 

network to access and control critical innovation knowledge widely dispersed throughout the 

network (Perks and Jeffery, 2006).  On the other hand, many scholars said that no single 

country is the source of all innovation. Therefore, developed countries are interested in 

working with international partners in order to bring new products to market. In addition, 

these companies will capture profits commensurate with the extra value they bring to the 

table. The researchers consider it as the 21st century’s nature of business. Besides, this is the 

fact for many companies from a developed country. They are successful in this environment 

and bring significant benefits to their economy (Linden, Kraemer, and Dedrick, 2009).   

 

2.5 Understanding the institutional-based view  

The theory arises from the increased interest in the emerging economy of the researchers. 

Institutions are humanly invented regulations and procedures; which contain and set a 

country's rules (Elango and Dhandapani, 2020). Formal and informal institutions, which are 

commonly known as "rules of the game, they are significantly structuring the strategy and 

performance of firms in both domestic and foreign (Peng, Wang and Jiang, 2008). In the 

international business study, when the role of resources and industries has been studied 

extensively, at the same time, institutions are assumed to be in the background (Elango and 

Dhandapani, 2020).   
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Consider institution as a variable; therefore, an institution-based view on business strategy 

focuses on the dynamic interaction between institutions and organizations. Likewise, it 

contemplates strategic choices as the outcome of such an interaction (peng, 2002).  The 

characteristics of the institution are a nationwide phenomenon that provides impacts on a 

firm's behavior or outcomes evenly across the industry. Though, the emerging market context 

is characterized by an intuitional setup lacking many necessary elements. On the other hand, 

its economic systems are characterized by an active role of government (Elango and 

Dhandapani, 2020). So practically, the institution-based view can help firms in an emerging 

economy in order to increase their competitive advantage, particularly for firms venturing 

abroad. Firms need to know the rules of the game abroad, which might be different from the 

familiar rules at home (Peng, Wang, and Jiang, 2008).    

According to McMillan (2007), in the case of in developed economies, when the market goes 

soundly, then the supporting institutions of this market are almost invisible. However, it 

works in the opposite direction in an emerging economy, where the market works poorly, and 

those absences of institutions are conspicuous. Likewise, many researchers state that 

emerging economies' institutions differ significantly from developed economies (peng, 

2002). On the other hand, dispersed ownership is an exception rather than rule around the 

world. And this is especially true in an emerging economy where the crucial corporate 

governance conflicts are not between principle-agent conflicts. In recent research it is shown 

that in terms of governing the corporation in the emerging market, the crucial conflicts are 

not principle-agent conflicts. However, the primary conflicts are associated with principle-

principle in different embedded nature of institutions. In other words, a failure to understand 

the institutional nature of principle-principle conflict governs the corporation in emerging 

economies, making corporate governance reform policies irrelevant, counterproductive, and 

disastrous (Peng, Wang, and Jiang, 2008).  

Business strategies are just about choices (Peng, Wang, and Jiang, 2008). According to Peng, 

Sun, Pinkham, and Chen (2009), institutions serve many functions; among the functions, the 

most fundamental part is to reduce uncertainty and provide meaning. In other words, 

institutions reduce uncertainty for various actors through conditioning the ruling norms of 
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behaviors. Besides, it is also defining the boundaries of what is legitimate. Instead, in return, 

actors rationally pursue their interests and make choices within the given framework.     

     

Figure 2: Institutions, organizations, and strategic choices (peng, 2002).  

 

No firm can be immune from the institutional framework in which they are embedded. A 

growing number of scholars have come to realize that institutions matter particularly in 

emerging economies; however, they also matter in developed economies. Consequently, the 

institutional-based view is considered as the third leg of the strategy tripod. The institutional-

based view is best viewed as complementing but not substituting the industry and resource-

based views in order to make strategies for international business (Peng, Wang, and Jiang, 

2008). 

 

2.5.1 Understanding the Formal and Informal institutions: 

Institutional systems provide the ―rules of the game‖ as described in the above section. 

Besides, the rules of the game relate to the way to which the formal and informal institutions 

are interested in order to provide the governance processes for economic transactions. The 

rules of the game can undermine efficiency if the institutions are ambiguous or lack 

transparency (Papageorgiadis, McDonald, Wang, and Konara, 2020). International business 
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has become increasingly aware of the importance of institutional quality as they decide on 

their investment. Nations and Governments restructure formal institutions and coordinate 

different policies and departments; besides, they also intervene in the attitudes, values, 

aspirations, and interests of citizens and firms in order to attempt to use behavior change to 

achieve comparative advantage (Kunčič and Jaklič, 2014). Countries formal institutions are 

consist of constitutions, contracts, and form of government; on the other hand, informal 

institutions consists of traditions, customs, moral values, religious beliefs and all different 

norms that are passed the test of the time (Kaufmann, Hooghiemstra and Feeney, 2021).  

Researchers have pointed to the fact that there is a paucity of research on the direct effects of 

institutions. Therefore, it has led to calls for more work that is not only examining the 

distance effect of dissimilar institutional environments of home and host countries but also 

the direct effect of a specific country environment on the strategies and operations of MNCs 

(Rottig, Muscarella and Torres de Oliveira, 2019). Therefore, formal and informal 

institutions are the most relevant topics for the context of this thesis writing.     

2.5.1.1 Formal institutions 

Unique institutional legitimacy demands characterize emerging markets. MNCs need to 

understand and correctly interpret to successfully expand and operate in these markets 

(Rottig, Muscarella, and Torres de Oliveira, 2019). Factors such as governance, economic 

freedom, property rights and financial capital, regulation of entry, and control of corruption 

are considered some of the key formal institutions.  Some research shows how formal 

institutions influence the opportunities and necessity of international business in different 

ways. Besides, some research demonstrates that the control of corruption can increase the 

trust of individuals in government and encourage entrepreneurial activities and innovations. 

In the same way, some recent study shows that higher levels of corruption, weaker property 

rights, and complex bureaucracy reduce firms' aspirations of growth (Fuentelsaz, González 

and Maicas, 2019).  Moreover, in the absence of impersonal enforcement of the law, it seems 

risky to rely on legal contracts and signals in terms of reliability and integrity of the providers 

upon whose services and goodwill entrepreneurs and innovators must rely (Anokhin and 

Schulze, 2009).   
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According to Rottig, Muscarella, and Torres de Oliveira (2019), Political formal institutions 

deal with the type of government (ex. Communist), which involves latent risk of 

expropriation, confiscation, and appropriation.  A country's legal institution seems 

challenging when it is unpredictable, less transparent, and corrupted. On the other hand, poor 

infrastructure, low purchasing power, multiple forms of currency, complicated banking 

system, etc., are some examples of challenges from formal institutions that might affect 

companies' performance, particularly MNCs.      

2.5.1.2 Informal institutions 

Norms, attitudes, and values of society constitute the informal institutes. Values and norms 

reflect whether a society tolerates and accepts a firm, which in turn influences that firm's 

responses (Welter and Smallbone, 2010). In other words, a society's values and norms will 

affect a firm's operations and its acceptance of this specific firm. For example, research on 

women entrepreneurs in former Soviet countries has illustrated the diversity of behavioral 

responses by women in order to deal with the post-Soviet traditional role in society. In 

addition, this is included some who openly defied the post- Soviet gender role, whereas 

others accepted them at least on the surface. Alternatively, the design and operation of formal 

institutions are directly under the influence of the state. And which can also indirectly 

influences the informal institutions through their pronouncement, actions, and those of its 

officials (Welter and Smallbone, 2010).  

Many observers have the impression that it is only emerging economies relying on informal 

corrections. However, it claims that even in developed economies, formal rules make up only 

a small part of institutional constraints and informal connections are pervasive (Peng, Sun, 

Pinkham and Chen, 2009).      

According to Gokalp, Lee, and Peng (2017), the institutional-based view embraces that 

managers rationally pursue their firms' interests. Therefore, they make strategic decisions 

within the constraints of formal and informal institutional frameworks, which pose a 

constraint to formal firms' interest in those product markets. This phenomenon is called the 

"informal rules of game". In other words, the prevalence and persistence of the informal 

economy in a given country refer to the concept.    
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To practice sustainable-oriented innovation of MNCs, a firm needs to evaluate the home or 

host country's formal and informal institutions. According to their evaluation, they will get a 

view from its institutions, which will help the firm to do its strategic planning.  
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3 Methodology 

Methodology has been chosen depending on the purpose of this thesis. That will affect the 

outcome and credibility of the study. The methodology chapter will give an insight into how 

this thesis is carried out. And describe the process throughout the completion of the thesis. 

This chapter is divided into several sections. Each section is devoted to clarifying aspects of 

the method used in this study. Besides, each section also contains arguments for the choices 

made. The chapter explains the structure of empirical data gathering and assured credibility 

and validity throughout the study. 

3.1 Research approach 

The selection of a suitable research approach is considered a vital part of thesis writing. This 

thesis is investigating challenges in sustainability-oriented innovation in the clothing 

industry, which is comparatively fresh. A very little research is conducted in this field 

directly. This study tends to be concerned with words rather than numbers. Qualitative 

research is taken to imply an approach to business research in which quantitative data are not 

collected or generated (Bell, Bryman, and Harley, 2019). In this thesis, any hypothesis will 

not be formulated, and according to research questions, the research findings will be 

unpredicted. The conclusion of this research will depend on the data collected from the 

respondents of the clothing industries to investigate the challenges of sustainability-oriented 

innovation practice. Therefore, qualitative research is a suitable match for this thesis. 

According to Bell, Bryman, and Harley (2019), Qualitative research is a research strategy 

that usually emphasizes words rather than numbers in collecting and analyzing data. This 

research pattern tends to view social life in terms of processes. Thus, qualitative research is 

often a concern to show how events and patterns unfold over time. Therefore, the evidence of 

this research often conveys a strong sense of change and flux. 

Besides, currently in business research, the abductive approach has become popular instead 

of either a deductive or an inductive process. The Abductive research approach makes logical 

inferences and builds theories about the world like other approaches (Bell, Bryman, and 

Harley, 2019).  This approach provides a way to think about research, methods, and theories. 

At the same time nurtures theory construction without locking it into predefined conceptual 
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boxes. Thus it generates new hypotheses and theories based on surprising research evidence. 

Therefore, completing the research creates room to gather more observations (Tavory and 

Timmermans, 2014). So, according to the theme and context of this thesis writing, it is 

considered that qualitative research strategy and abductive approach 

will be the best fitting tools for this thesis. 

3.2 Research design 

After selecting a research strategy, there are two other critical aspects that researchers need to 

choose for their studies, such as research design and research methods. Research design 

provides a framework for collecting and analyzing data, whereas a research method is a 

simple technique for collecting data (Bryman & Bell, 2011). This section will present the 

selection of the research design which will use in this thesis. And the research methods will 

be discussed in the next section.  

It is spot-on for a case study that is often favorable for qualitative research, as the methods 

such as observation and unstructured interviews are particularly helpful in the generation of 

an intensive finding (Bryman & Bell, 2011). It is considered a multiple case study design is 

the best fit for this paper In order to answer the research question. 

In business research, the case study design is a very famous and widely used research 

design—the common meaning of a case study associates the case study with a geographic 

location. The multiple-case study is an extension of case study design which has 

become increasingly common in business research. The multiple-case study is largely 

undertaken to compare the cases that are conducted. This study design allows the researcher 

to compare and contrast the findings that came from each of the cases. So, the multiple-case 

study is sometimes referred to as Comparative design (Bryman & Bell, 2011).  

In this thesis writing, six different MNCs and SME companies are used as cases. Besides, 

their geographical locations are different too. These multinational companies are selected as 

it is considered that they would help to answer the research question. One of the major 

reasons behind the selection of this design is to compare the cases needed to find out the 

accurate answer to the research question. In this thesis writing, the sample organizations are 
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selected carefully to keep in mind that sample cases accurately represent the industry and are 

relevant to this thesis's theme. In addition, select respondents who have long experience in 

this industry and subject area.    

 

3.3 Research methods 

Research design leads towards the selection of research methods. Research methods are 

nothing but tools for collecting data. According to Bryman & Bell (2011), research methods 

can involve specific instruments. For example, a self-completion questionnaire, a structured 

interview schedule, or participant observation where researchers watch or listen to others. 

The choices of research methods of this thesis are presented below.     

3.3.1 Primary sources  

This study focuses on sustainability-oriented innovation practices and their embedded 

challenges. Therefore, it is considered essential to use primary sources to find reliable 

outcomes. Besides, the observation data collection method has to be omitted from this thesis 

due to the Corona pandemic situation. Consequently, the interview methods become 

the only sources of primary data collection methods. Besides, as per experts opinion, the 

interview is probably the most widely used method in qualitative research. So, a question 

arises here which type of interview is suitable for this study. In terms of qualitative research, 

the interview tends to be much less structured than the quantitative research approach. On the 

other hand, qualitative research highlights greater generality in formulating the initial 

research idea and on interviewees' own perspectives (Bryman & Bell, 2011).  

There are two main types of interviews in qualitative research: unstructured interviews and 

semi-structured interviews. In an unstructured interview, there is usually a single question 

regarding the research; the interviewees then allowed answering that freely. The interviewer 

can simply respond to the point that seems worthy of being followed up. On the other hand, 

in a semi-structured interview researcher has a list of questions on particular topics to be 

cover in the study. However, questions may not follow in precisely the same way on the 

schedule (Bryman & Bell, 2011). With the aim of data captured being more effective, the 
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method of recording is considered an appropriate choice. However, sometimes a matter of 

controversy among researcher and respondents may arise. In that case handwritten notes may 

be the only choice, but which is sometimes unreliable, and some key points may miss 

(Jamshed, 2014). So, video or audio recording is considered the best option for recording the 

primary data.      

3.3.1.1 Semi-Structured Interview 

In this thesis writing, it is considered that a semi-structured interview will be the 

best primary data collection method. As per the understanding of semi-structured interview 

methods, a researcher could provide boundaries according to the research theme; and at the 

same time, there is some flexibility to ask out of the questions list, which seems important 

and relevant for the research. According to Bell, Bryman & Harley (2019), the researcher has 

a list of questions on fairly specific topics to be covered in primary data collection methods. 

Besides, the interviewee has a great deal of flexibility in how to answer their questions. On 

the other hand, questions may not follow on exactly in the way according to the guide. So, 

this thesis will conduct the semi-structured interview method. 

According to this thesis research questions, a list of questions has been prepared that are 

important to answer the research question. If unstructured interview methods deduct as data 

collection methods for this thesis, maybe some critical key aspects will be unanswered. So, it 

considers that if a set of questions has been prepared, then it will be expected that at least 

every aspect will ask. On the other hand, audio and video recording of the interviews is 

crucial as the handwriting method is ineffective. So, as an author of this thesis tried to 

convince interviewees that it is just for the transcription of the entire interview, and this is 

only for the author’s personal use. So, interviewees have requested to provide their 

permission to record the whole interview session. Due to the coronavirus pandemic, face-to-

face interviews will not be possible to reduce the spread of the virus infection. Therefore, the 

primary data collection method has been conducted via online platforms, such as zoom and 

Teams. 
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3.3.1.2 Market and company selection  

It is considered that two markets will be suitable for this paper in terms of answer the 

research questions accurately of this thesis. The primary guideline of this thesis is to address 

the challenges of sustainability-oriented innovation (SOI).  Therefore, Sweden is one of the 

best examples of practicing sustainability and also SOI practice by firms. On the other hand, 

the emerging economy is attractive for many MNCs incepted in developed countries. 

Besides, the emerging market is an attractive field for not only foreign investors but also 

international business researchers. However, there are many contradictory arguments in 

terms of sustainability practice. Many renowned clothing companies are working with 

Bangladeshi outsourcing companies; Swedish-originated MNCs are not exceptional (we can 

take the example of H&M, Lindex, or New York). Therefore, the author selects Bangladesh 

from the emerging economies and Sweden from the developed economies. To some extent, 

the availability of networking and easy access to MNCs also influences the market selection 

for this thesis writing. 

On the other hand, the sample companies have been selected based on the thesis theme. This 

thesis deals with sustainability-oriented innovation (SOI). Therefore, selected has been made 

to keep in mind that companies have to practice SOI to get the relevant response with this 

thesis theme. Consequently, the chosen companies practice SOI. The purpose of the thesis is 

to contribute important insights into international business research. Therefore, this thesis 

only selects companies that are operating internationally. 

 

3.3.1.3 Selection of Interviewees 

Based on the topic and theme of this thesis writing, it is considered that the higher 

managerial personnel and mid-level employees would be of most relevance to the interview 

for this thesis. Preferably, the respondents have several years of working experience in the 

clothing industry. Besides, they also have working experience in sustainability innovation 

practice. Some interviewees are high officials in terms of their designation, and some have 
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field experience in this subject area. The choice of interviewees is selected based on their 

knowledge, position, and experience. 

 In some cases, interviewees refer to their colleagues who are relevant to this research topic. 

According to Bell, Bryman & Harley (2019), the researcher makes initial contact with a 

small group of people relevant to the research topic; therefore, they use these to establish 

connections with others. And this sampling approach is called Snowball sampling. In this 

thesis writing, the snowball sampling approach is used, which is considered the most 

convenient and relevant sampling approach. Most of the interviews did not provide their 

consent to provide their organization name and personal details, as they have some 

limitations towards their organizations. Hence, to maintain the orchestral of this thesis, all 

interviewees will be anonymous in terms of their personal information. The issue of harm to 

participants is identified as ethical codes advocating care over maintaining the confidentiality 

of records and anonymity of accounts (Bell, Bryman & Harley, 2019). In other words, 

researchers should maintain confidentiality in terms of respondents' identities and records. A 

table will give the list of the participants below:       

Company 

Name 
Category Origin Respondents Position 

Interview 

setup 
Duration 

Interview 

Language 
date 

Company 

A 
MNC Sweden 

 A1 

Senior 

Sustainability 

Manager 

Zoom 
45  

Mins 
English 11.05.2021 

A2  Junior Buyer Zoom 
40 

Mins 
English 1.05.2021 

Company 

B 

 

MNC Bangladesh B3 Director Zoom 
56 

Mins 
English 22.05.2021 

Company 

C 
MNC Bangladesh 

C4 

Product 

Development 

Manager 

Teams 
42  

Mins 
English 28.04.2021 

C5 
Senior 

Merchandiser 
Teams 

35 

Mins 
Bengali 28.04.2021 

Company 

D 
SME Sweden D6 

Product 

Manager 

(Buying) 

Zoom 
40  

Mins 
English 15.05.2021 

Company 

E 
MNC Bangladesh E7 HR manager Zoom 

45  

Mins 
English 29.04.2021 
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Table-1: Overview of interviews complied by author.  

Ten respondents from six companies are conducted for interviews for this thesis. Therefore, 

the reasons behind this number of interviewees are the availability and relevance of the 

theme. It is considered that the number of interviewees is moderately satisfactory for a 

reliable study and also covers the phenomenon studied from different perspectives and views. 

The above table-1 contains the information of interviewees in this thesis, where respected 

readers can see the position of respondents, the date of interview, type of company, type of 

interview medium, interview language, and the length of interviews.   

 

3.3.1.4 Interview process 

In this thesis, interviewees have been asked open-ended questions constructed to 

capture the theoretical aspects of this thesis. It is considered that this style of question will 

allow the interviewees to open their views instead of the answer with a single word. The 

open-ended question permits unusual responses to be derived. Another advantage of this type 

of question is that it can uncover the respondent’s level of knowledge and understanding of 

the subject area. This process enables the reconstruction of events. In other words, this 

process allows the interviewees to think back over how a particular series of events unfolded 

in relation to a current situation (Bell, Bryman & Harley, 2019). Therefore, considering the 

advantages of open-ended questions, it is decided to use it to gather primary data for this 

thesis writing.   

E8  

Deputy 

Manager-

Product 

Development. 

Zoom 
30  

Mins 
Bengali 12.04.2021 

Company 

F 
MNC Sweden 

F9  
Sustainability 

Consultant 
Zoom 

40  

Mins 

English 

28.04.2021 

F10  
EMI 

Coordinator 
Zoom 

35  

Mins 
25.04.2021 
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Due to the Corona Virus pandemic, a face-to-face interview was not possible, as that will 

increase the risk of spreading the virus. Therefore, all interviews of this thesis have been 

conducted through online solutions, such as Zoom and Teams.  According to the interview 

guideline, before the interview session started, every interviewee was asked to seek 

permission to record the interview. Furthermore, all interviewees of this thesis provided their 

positive consent for this request. Video recording was the best and suitable technique among 

the other alternative options from recording methods, as interviews were conducted through 

Zoom and Teams. According to Bell, Bryman & Harley (2019), researchers of qualitative 

research are frequently interested not only in what people say but also in how they say it. 

Therefore, video recording is measured as the appropriate alternative for this thesis. Besides, 

during the interview, handwriting notes have taken to highlight certain key aspects.  

Two languages have been used during the interview sessions, such as English and Bengali. 

Most of the interviews have been conducted in the English language. The author of this thesis 

considers the local language (Bengali) the best solution to describe some questions more 

apparent in some cases with Bangladeshi respondents.   

3.3.2 Secondary sources 

To a certain extent, secondary data has been used to complement the primary data obtained, 

such as the company’s websites used to gather some important secondary information. This 

information supports enormously to gain a deeper understanding of the company before 

interviews were held. This study also conducted certain virtuous sources of secondary data in 

order to develop an inclusive literature review. Besides, these research methods also assist in 

building a resilient foundation of theoretical framework. This study uses secondary data from 

authentic databases, such as Gothenburg University Library and Google Scholar. 

 

3.4 Data analysis 

As mentioned in the above section in 3.1, this thesis took the abductive research methods, 

which means that data assessment was performed simultaneously with theoretical input. After 

the interview was performed, they were transcribed carefully with every detail.  
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The interviewees have received the transcriptions so that they can check. And if needed, they 

can make changes to any statement that they provided earlier. After the final transcript has 

received, they were summarized and structured in line with the research questions. Besides, A 

comparative analysis was also performed, which includes evaluating different companies’ 

approaches and statements towards the challenges they have been facing to practice 

sustainability-oriented innovation in their embedded institution. There was also tried to search 

for themes and common words that respondents used to address any pattern in how they 

describe the subject issue. In order to analyze the empirical data, it is needed to go back to the 

theoretical framework part to compare with the findings. After that, the data will summarize in 

the finding chapter. Finally, a conclusion of the thesis which is containing the recommendation 

and revised feedback by the author based on the analysis.  

According to Bell, Bryman & Harley (2019), thematic analysis is one of the most 

common analyses in qualitative research.  Here, the search for themes is an activity that can be 

discerned in most approaches to qualitative data analysis.  Besides, some researchers 

considered the theme is more or less the same as a code. Other researchers have transcended 

any one code and are building up out of groups of code. Therefore, in this thesis writing, it is 

considered that thematic analysis will be the suitable and best-fitting analysis tool. 

 

3.5 Reliability and Validity  

Validity and reliability should be considered essential aspects throughout the entire duration of 

the process in qualitative research. Some researchers suggested that the reliability and validity 

of qualitative research should be judged or evaluate according to relatively different criteria 

from those used by quantitative research (Bryman & Bell, 2011).  According to Lincoln and 

Guba (1994), the reliability and validity of qualitative study may assess into two primary 

criteria:  trustworthiness and authenticity. 

3.6.1. Trustworthiness 
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To deliberate, this thesis's trustworthiness would like to divide into four criteria according to 

Guba and Lincoln, (1994) suggestion. They are credibility, transferability, confirmability, and 

Dependability.   

3.6.1.1 Credibility 

Credibility refers to accounts of feasibility that a researcher arrives at that are going to 

determine its acceptability to others (Bryman & Bell, 2011). In order to increase the credibility 

of this paper, as an author, I obtained a deep understanding of not only the subject studies but 

also the subject industry. Triangulation is another technique in order to enhance creditability 

(Guba and Lincoln, 1994; Bryman & Bell, 2011). In this thesis, triangulation has been 

followed through by gathering data from several different interviewees. Besides, this paper 

allows comparison between the empirical data and tries to decrease possible bias of 

interviewees. In the theoretical framework chapter, here also triangulation is practiced to 

provide a more stable foundation and enhance the academic value of the study. In order to ease 

the reader to understand from the beginning to the end, the thesis is comprehensively 

described.    

3.6.1.2 Transferability 

The transferability of this thesis enhances through several endeavors, such as the description of 

the research method chosen, a broad intensive theoretical foundation as a base for the study. 

These practices will give this thesis analytical generalizability and enable similar research to be 

considered in a parallel context. The general idea of transferability is that readers should be 

able to scrutinize someone’s work and the evidence used to support the findings and 

conclusions (Yin, 2010). This study is transferable as it provides every shred of evidence with 

considering the privacy of respondents. Besides, this paper is very sensitive about the 

references that have been used are given in the bibliography chapter.   

3.6.1.3 Dependability     

Dependability refers to the possibility that the study's outcome is likely to be repeated by the 

other researcher through their work (Guba and Lincoln, 1994; Bryman & Bell, 2011). 
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Researchers should have an auditing approach; complete records are kept of all phases during 

the research process. That will help peers audit how far proper procedures are being followed 

(Bryman & Bell, 2011). This study tries to record all theoretical and empirical evidence to 

provide a gleaming and robust work. Besides, this thesis illustrates thoroughly outlines the 

different choices and decisions taken to provide transparency to this work. Particularly in the 

methodology part, where this study delivers a solid explanation that hopefully enhances this 

study's dependability.   

3.6.1.4 Confirmability 

Confirmability is a phenomenon that ensuring that the researcher could show to have acted in 

good faith. In other words, it should be apparent that the researcher has not overly allowed 

personal values or theoretical inclinations manifestly to influence the conduct of the research 

and findings stemming from the study (Bryman & Bell, 2011). Therefore, during the entire 

thesis work, the author tried to avoid biases to established neutrality as much as possible. To 

enhance the confirmability of this thesis, interviewees have received interview guidance well in 

advance before the interview.  The author believes which assistances towards corrections, 

modifications, and more valuable opinions. 

3.6.2 Authenticity 

In business research, particularly in the qualitative approach, authenticity should get the highest 

impotence and require consideration throughout the whole research process (Yin, 2010). 

Fairness is one of the significant criteria in this segment. Fairness deals with research, which 

fairly presents different viewpoints among members of the social settings (Bryman & Bell, 

2011). In other words, researchers should include every level of member's perspective in a 

particular social setting. Therefore, this thesis has tried to cover the fairness of the selection of 

interviewees so that the outcomes from this thesis' empirical finding will be authentic and 

accurate. 
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4. Empirical Data 

This chapter presents the findings which have been derived from interviews. The chapter 

begins with an overview of companies. Detail empirical data are followed by which is 

divided into several different parts. The empirical data is derived from interviews which are 

conducted in order to answer the research questions of this thesis. 

4.1 Overview of companies  

To answer the research question, conduct interviews with six different MNCs and SMEs 

those are located in Sweden and Bangladesh. The companies are already practiced 

sustainability-oriented innovation (SOI) and doing their operations accordingly.  

Company A is one of the most renowned multinational companies in the clothing industry. 

The company operates in 75 countries around the world. According to respondents A1 and 

A2, the company aims to provide sustainable, fashionable products with the best lowest 

possible price. The company, from the very beginning, deals with sustainable products and 

innovation. According to the respondents, to maintaining the potential comfortable product 

price, the company is outsourcing from the emerging economies. Bangladesh is one of the 

biggest sourcing partners for them.  

Company B is an outsourcing company incepted in Bangladesh. It is a well-known 

multinational company and doing its operation in 18 countries around the world. According 

to respondent B3, the company has started sustainable innovation for five years to capture the 

international sustainable trending market. This multinational company has operations in 

Europe, Canada, North America, Middle East, and Asia. They have an efficient R & D team 

from where they practice sustainability-oriented innovations. 

Company C is also an outsourcing company. This multinational company operated in over 25 

locations around the world. According to respondents C4 and C5, his company implements 

sustainability in every aspect, and currently, the company is doing sustainable innovation. 

Respondents highlight that the company also uses patented dyestuffs in their production, 

which lower water and energy consumption, Green polybags with recycled polymers, 
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recycled synthetic fibers, etc. Respondent informed that the company's innovation center is 

located in Bangladesh. 

Company D is a small-medium enterprise incepted in Sweden. According to respondents D6, 

the company is performing sustainable innovation for a very long. The company has an 

innovation center which is located in Sweden. The company operated in 15 countries, and it 

is a Europe based company. The respondent also shared that the company mainly focuses on 

upgrading/alternating the product for a longer life cycle with negligible environmental 

impact. 

Company E is a multinational company providing quality fashion lingerie and swimwear to 

major global retailers for more than two decades. The company has developed a robust 

sustainability governance framework to help them achieve its long-term vision, according to 

the respondents E7 and E8. The organization believes in worker's skills and professionalism 

to deliver sustainable products to their customers. Respondents shared that the company has a 

joint venture research renter in India. 

Company F is also a multinational company incepted in Sweden. The reputed MNC operated 

in 52 countries around the world. The company has an R&D center in Netherland from where 

it is practicing SOI. According to respondents F9 and F10, the company has a long history of 

sustainable innovation. 

 

4.2 Challenges from formal institution: 

 

On the questions about the challenges that respective companies are faced from the formal 

institutions, the responses that gathered are enormous and quite descriptive. According to 

respondent A1 from company A states that Government is one of the major factors for 

sustainability-oriented innovation (SOI) for a company. Respondent A1 worked in 

Bangladesh and is currently working in Sweden at the same organization. The respondent 

shared some critical insights against that question. Besides, A1 also contributes some 

comparisons to this question.   



33 
 

  

"Government plays a major role in SOI. I have been working in 

the same organization for a long time. I had the opportunity 

to work in an emerging market in the same organization, and 

now I am working in a developed country at the same 

organization. So, I have observed that the Government of the 

emerging economy, particularly a country that's economy vastly 

depends on the clothing sector, is not bothered about 

sustainability aspects. They only focused on generate profit 

from this industry”.-A1 

  

Respondent A1 from company A also highlighted that political restlessness is another 

drawback of the emerging economy. However, the political condition of Bangladesh is 

recently calm down compare to precious days. On the other hand, she also emphasizes that 

the political situation of Sweden is appreciated and, Sweden Government encourages and 

supports sustainability innovations which cannot be seen even in many developed countries. 

Respondent A1 added that the Government of developed countries could play a role here. 

Developed country's Government set a standard so could not be entered the product from 

any other country which is not maintaining the standard.     

Respondent B3 from company B shared that they do not get much support from formal 

institutions in sustainability-oriented innovation. Here, it needs to mention once again that 

Company B is a multinational sourcing company that is incepted in the emerging economy 

named Bangladesh. Respondent B3 highlighted that his company not only faces challenges 

from political aspects but also from rules regulations. During sourcing in developing 

countries order, according to their requirements, they manufacture sustainable products. 

However, they do by their own responsibility to quality assurance. Such as, they sent the 

sample to the lab for quality assurance on their own. To request the certificate, this is 

considered costly and time-consuming according to respondent B3. Another thing is the 

supply chain which is also a vital factor for sustainability-oriented innovation practice; from 

collecting the raw material to finishing good delivery, all are included in the supply chain.  
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Therefore, if the Government will provide support in this regard, then not only will the 

process be easy, but the cost will also be reduced. And this ultimately encourages 

sustainability-oriented innovation in the entire industry. 

On the counter-question, "what is your expectation from your government regarding 

sustainable innovation"; the respondent's answer is expressed below:   

  

"Government could help in a various way; such as help in price 

reduction in sustainable materials, sustainable product 

quality certification, etc. These are leads to more 

encouragement to practice vastly in sustainable oriented 

innovations and attract more buyers”.-B3 

  

 Additionally, he also emphasizes the challenges that his company faces regarding 

government subsidies. On the other hand, respondent B3 blames that the Government 

sometimes favors particular companies for their sustainable innovation and all. So, those 

companies capture the trend and the market. Therefore, because of the Government's 

favoritism, companies that are not getting equal support lagged behind in terms of 

sustainable innovation and manufacture. 

 

 

Respondent A2 shared a parallel challenge of an emerging economy. A2 said corruption is 

one of the significant challenges for MNC in an emerging economy. Sometimes it is deeply 

rooted, and also, it is a difficult obstacle to overcome as an outsider firm. Therefore, in terms 

of sustainable innovation in the emerging economy, it acts similarly.   

Respondent C4 from company C shared his company faces challenges from formal 

institutions towards sustainability-oriented innovation (SOI). He highlighted that his 

company faces challenges, particularly at rules regulations set by formal institutions in 

Bangladesh. In his country, there is lacking a standard set of regulations. Additionally, 

monitoring these rules is also crucial. The image of overall industry transmits negative 

perception in terms of the global expansion of individual company. Respondent C4 added 

that Government could set a water quality policy framework for the clothing industry. 
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Accordingly, Government can also set the standard, regulate discharge pollutions and 

wastewater management, which are had a direct effect on sustainable innovation in various 

ways. He also stated that if recycling and reuse could be a central regulation, then the general 

SOI practice and implementation will be increased in his country.  

  

Respondent C5 from company C in Bangladesh highlighted the tax policies and lack of 

involvement of formal institutions become challenges for their company. He added that as 

sustainable innovation is associated with diverse activities, it needs some assistance from the 

country's formal institutions. For instance, in the case of product innovation, previously, his 

company only deals with sustainable fabrics. However, now his company covenants 100% 

sustainable product innovations. So, for sustainable innovation and manufacture, products 

are needed sustainable raw materials. In addition, in most of the cases, the concerned raw 

materials are not available in his country. Therefore, his company needed to import raw 

materials from other countries. Currently, the sustainable product is trending, so there is a 

scarcity of raw materials in the international green raw material market. 

 Consequently, the price of raw materials is high; on the other hand, the tax on import raw 

materials is also high. Respondent C5 emphasizes that the Government can help here in 

order to produce raw materials in Bangladesh or impose a low tax on sustainable raw 

materials. Otherwise, according to respondent C5, without Government initiatives, their 

sufferings will be increased in the future. 

  

Respondent D6 from company D agreed that his company experiences challenges from 

formal institutions for sustainability-oriented innovation (SOI). Here, it needs to mention 

that company D is an MNC which incepted in Sweden. The respondent blames the tax policy 

as the main challenge for this practice. Besides, he also highlighted that value-added tax and 

duty fees facilities are not well designed. Still, in many cases, products are treated in the 

same way, particularly in the clothing industry.  Also, D6 highlighted that in the emerging 

market and in many developed economies, the bureaucracy had seemed a significant 

challenge for SOI. Lengthy and complex bureaucratic activities might discourage many 

companies in terms of involved SOI as per respondent D6.  
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On the same question, respondent E7 from company E shares that his company also faces 

challenges from formal institutions in order to practice SOI. Respondent also shares a similar 

view. Respondent's company faces challenges from rules and regulations in Bangladesh. E7 

also shares that if Government will ease the tax or impose duty-free on importing sustainable 

raw material, and then it will encourage more to practice sustainability-oriented innovation 

not only for company E but also the clothing industry as a whole. As in Bangladesh still, 

very few companies in this industry have taken initiatives to practice sustainability-oriented 

innovation. Therefore, if the Government can provide low interest or interest-free loans or 

government subsidies to produce green raw materials in their own country, then it will 

encourage the industry. She added that there is room to improve in monitoring the rules and 

regulations from the Government end. The environmental department of the government can 

do more in this sector. Respondent added that the government could provide incentives for 

establishing more R&D centers and universities to facilitate SOI in this sector. 

 

Respondent F9 and F10 from company F shared an almost similar view on the same question 

regarding the challenges from formal institutions. Respondent F9 shared that his company 

felt difficulty in order to understand the emerging country's local rules of game. On the other 

hand, respondent F10 shares that it is hard to understand formal emerging markets' formal 

institutions, such as how it works. Therefore, it becomes tough to get access to the proper 

networking in the emerging economy.  

  

On the same questions respondent, E8 shared that his company sometimes faces challenges 

from his country's banking system. He provides an example that the central bank provides 

loans for big infrastructure projects or some other purpose. However, some companies are 

taking advantage of it and could not keep up with the repay rules. Therefore, the central bank 

struggled to give out new loans. The central bank sometimes acts like a commercial bank 

instead of following traditional banking rules. Besides, sustainable innovation deals with 

enormous resources. So companies need some financial support from the country's formal 

institutions. Company E is not exceptional from this and face sometimes challenges.  
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"We are dealing with 17 customers located around the world. 

All of a sudden, they got sustainable product requirements 

from all most all of our customers. So, immediately we need to 

replace the company's technologies which do not support 

sustainable products. However, that time company suffered a 

huge financial crisis."-B3. 

  

Respondent B3 also shares his view in the same direction. He mentioned that dealing with 

sustainable products and innovation is costly. Often, company B required financial support 

from the bank. Therefore, it becomes difficult to manage if the crisis will not mitigate.   

 

4.3 Challenges from informal institution: 

Against the question of ―do your company experiences challenges from informal institutions 

to perform sustainability-oriented innovation?‖ the answers were relatively brief and 

interesting, which hopefully provide deep insight for this thesis. Most of the cases in the 

emerging economy share their frustration on society’s attitude towards sustainability 

products. The second most common responses are the values of the society.   

Respondent A1 from company A shared that the society’s attitude towards sustainable 

innovation in a developed country is much better than in a developing country. The 

respondent highlighted that there is still plenty of room for improvement in attitude in the 

developed country. The majority of consumers do not become aware of 100% sustainable 

products. If their knowledge does not develop about the 100% sustainable product, then their 

attitude will not change in this regard. Consequently, sustainability-oriented innovation will 

suffer due to a lack of encouragement. Furthermore, responded A2 also share statements in a 

similar direction towards society’s knowledge and attitude.   

Respondent B3, C4, and E7 shared a common view towards challenges from informal 

institutions that their company faces. They highlighted that due to the knowledge gap 

towards the sustainability product in their own market, they need to find another market for 

these products. This knowledge gap leads to society’s values. Therefore, that has a direct 
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effect on sustainable innovation. Respondent B3 added that to increase consumer’s 

knowledge towards sustainable products, his company provides raw material samples along 

with the products, such as a small piece of sustainable fabrics or a sustainable button, or a 

small amount of sustainable cotton. Respondent B3 shared that there is a parallel relationship 

between customer attitude towards sustainable products and the company’s encouragement 

towards sustainable innovation.  Similarly, respondent C4 shared that his company provides 

transparent descriptions in hangtags regarding the materials and their impacts on 

environments. So, that society can gather knowledge from it.   

Respondents F9, F10, and A2 shared similar statements. According to them, in the emerging 

economy, their company faces intercultural challenges. They highlighted that it is difficult to 

teach the end consumers about the benefits of paying more for highly sustainable innovative 

products in the emerging economy. However, in developed country society or end consumer 

understands this concept in very well. If the concept of society is not developed, then 

sustainable innovation will be suffered in this particular market. Respondent F10 also shares 

that if their company plans to establish R&D in the form of a joint venture in the emerging 

economy, it will be a great turmoil in terms of intercultural differences as per their analysis.      

Responded D6 and E8 mentioned the attitude of the society towards sustainable products. 

Their companies try to increase society’s positive attitude towards the sustainable product. 

Therefore, companies do strong marketing and also spread information on their website 

about the positive impact of sustainable products in order to increase knowledge and 

awareness of the society.  According to respondent E8, their statement sustainable innovation 

of a company depends on the end consumer’s demand. During the interview, D6 shared that 

the ultimate game-changer of this sustainability-oriented innovation is the end consumers, 

who can accept or reject a concept. Respondent believes that this industry has a lot to do to 

boost up end consumers’ confidence for looking further deep down towards sustainable 

products and all, which ultimately triggered the sustainability-oriented innovation. 

4.4 Strategic planning in the light of institutional-based view: 

All the respondents shared some challenges that their companies experience from formal and 

informal institutions, consequently which generate curiosity whether they make strategies 
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based on those challenges. Therefore, the respondents were asked about their company’s 

strategic planning in light of the institutional-based view. On that question, responses 

contribute their opinion, which was thought-provoking. Maximum respondents share a 

parallel experience that their companies provide transparent and helpful information about 

sustainable products and their impact on the environment on their websites in order to change 

society’s attitudes and values. Among them, some emphasize that their company involves 

strong marketing on sustainable products.  

Respondents A1 and A2 shared that their company took some strategies based on these 

challenges. They mention that in order to avoid emerging market challenges from formal 

institutions, their company, in most cases, outsource the entire process. On the counter-

question of what the entire process means, A1 informed that they mean the entire process is 

from innovation to manufacturing. Both respondents share that their company most of the 

cases outsourced from Bangladesh.    

On the other hand, respondent B3 Share that his company took strategies based on the 

challenges. In order to develop society’s knowledge, his company provides free samples 

along with products, such as a sustainable button, sustainable cotton, a small piece of green 

fabric, etc. He believes that this will provide a positive impact on society which triggers to 

change society’s attitude and values. When he was asked, followed by a question regarding 

the strategy in the light of challenges from formal institutions; He mentioned his company 

trying to manage the challenges through personal networking with the formal institutions. 

However, he expresses without Government intervention, some formal institutional 

challenges are difficult to overcome. 

Similarly, Respondent E7 and C4 also share that their company’s strategy is to find 

alternative solutions to these challenges. Respondent E7 shares that his company analyzes the 

countries offering the lowest price from where they import the green raw materials, as the 

unavailability of in-house green materials. According to their analysis, they import raw 

materials for their innovation and manufacturing. Respondents in the respective companies 

mentioned earlier that green raw materials are not produced in their own country due to 

unsupportive government. In the light of these challenges, their company used to import from 
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low-priced raw materials country. However, sometimes strategies are not working properly 

as disruption on supply chain due to numerous circumstances and various entry barriers. 

Respondents F9, F10, and D6 did not contribute much to this question except the website 

promotion and marketing about sustainable innovation to increase society’s attitude.  As they 

think there are confidential issues. 

Respondents E8 and C5 shared that in some cases, managers bribe or provide gifts to formal 

institutions personnel to manage the challenges. However, it is against their company policy. 

Respondent E8 highlighted that His Company’s managers are maintaining good networking 

with banks personnel to help during the financial crisis to get loans and all. He mentioned 

that networking is his company’s strategy to avoid formal banking challenges. 

4.5 Global Innovation Network (GIN): 

All the respondents shared some challenges that their companies experience from formal and 

informal institutions, consequently which generate curiosity whether they make strategies 

based on those challenges. Therefore, the respondents were asked about their company’s 

strategic planning in light of the institutional-based view. On that question, responses 

contribute their opinion, which was thought-provoking. Maximum respondents share a 

parallel experience that their companies provide transparent and informative information 

about sustainable products and their impact on the environment on their websites in order to 

change society’s attitudes and values. Among them, some emphasize that their company 

involves strong marketing on sustainable products.  

Respondents A1 and A2 shared that their company took some strategies based on these 

challenges. They mention that in order to avoid emerging market challenges from formal 

institutions, their company, in most cases, outsource the entire process. On the counter-

question of what the entire process means, A1 informed that they mean the entire process is 

from innovation to manufacturing. Both respondents share that their company most of the 

cases outsourced from Bangladesh.    

On the other hand, respondent B3 Share that his company took strategies based on the 

challenges. In order to develop society’s knowledge, his company provides free samples 
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along with products, such as a sustainable button, sustainable cotton, a small piece of green 

fabric, etc. He believes that this will provide a positive impact on society which triggers to 

change society’s attitude and values. When he was asked, followed by a question regarding 

the strategy in the light of challenges from formal institutions; He mentioned his company 

trying to manage the challenges through personal networking with the formal institutions. 

However, he expresses without Government intervention, some formal institutional 

challenges are difficult to overcome. 

Similarly, Respondent E7 and C4 also share that their company’s strategy is to find 

alternative solutions to these challenges. Respondent E7 shares that his company analyzes 

the countries offering the lowest price from with the aforementioned individual statements 

regarding challenges and strategies, which generates curiosity on the global innovation 

network (GIN). So, therefore respondents were asked about the collaboration with the global 

innovation network. However, surprisingly, half of the respondents expressed that they are 

not yet collaborating with the global innovation network. According to the respondent, 

companies were planning to expand their network to GIN.  

Respondents of affiliated company F states that their company has collaborated with the 

global innovation network. However, they collaborate within the developed economy. To be 

more specific, they have established R&D in Netherland. They have their own R&D center 

from where sustainability-oriented innovation has been performed. On the following 

question regarding why they choose developed countries, the respondent mentions a more 

specific reason behind their choice. Respondent F9 said that he thinks there are two reasons; 

firstly there is less risk of liabilities of foreignness as the intercultural differences are very 

slight. Secondly, the corporate tax is more attractive than in Sweden.  Besides, respondent 

F10 mentioned that the availability of skilled personnel is one of the important innovation 

requirements, which also drives their selection on innovation network.   

On the other hand, company A mentioned that they outsource some sustainable products 

from emerging countries, mainly from Bangladesh. Respondent A1 shared that low labor 

cost is one of the main reasons for this decision. Additionally, intercultural differences are 

another reason for this decision. In other words, local companies understand their local rules 

of game much better than a foreign investor, so his company decided to outsource innovation 

and manufacture some particular sustainable products. Respondent A2 simplify that if we 
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established our own R&D or subsidiary in the emerging country, that will be not only 

feasible in terms of cost but also other issues that might come from emerging markets formal 

and informal institutions. In order to deliver fashion and quality at the best price in a 

sustainable way, this is the best possible way for his company.  

Respondent B3 from Company B shared that his company is still not collaborating with the 

global innovation network. His company is planning to collect with the global innovation 

network. However, they have an innovation center in Bangladesh. Company C also shared a 

similar response.  

Furthermore, Company D also mentioned that they have their own innovation center in 

Sweden. His company is planning to collaborate with the global innovation network in the 

future. The respondent from company D mentioned that they plan to collaborate with 

sustainable designer companies; those designer companies are practicing SOI vastly.   

On the other hand, company E shared that they are already collaborating with the global 

innovation network. Company E has a joint venture with India. Respondent E8 shared some 

reasons behind their joint venture expansion. Institutional challenges are less compare to 

Bangladesh, one of the main reasons for this collaboration according to E8. Besides, He also 

explains that they have strong networking with India. Additionally, India has skilled 

personnel, which is another main driver for this collaboration.     

Does your 

organization 

expand to 

global 

innovation 

network 

(GIN)? 

Company 

 

Yes No No answer/ 

unknown 

A     

B     

C     

D     

E     

F     

 

Table 2: compile by author summary of respondent's responses regarding GIN. 
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4.6 Summary of empirical data 

To provide a condensed vision of the empirical findings chapter, the table below will present 

key information about each company. 

Company Formal challenges Informal challenges 
Strategic planning 

based on IBV 
GIN (Yes/No) 

Company A 

Political 

restlessness, 

Corruption. 

Society’s attitude, 

knowledge, 

intercultural 

differences. 

Strong marketing, 

provide information 

on website, 

Outsourcing.  

Yes. 

Company B 

Unsupportive 

Government, Lack 

of central quality 

control system, rules 

and regulations, 

unfair favoritism, 

poor banking 

facilities. 

Society’s values, 

attitude, knowledge 

gap 

Strong marketing, 

Provide information 

on website, provide 

sustainable material 

sample along with 

products. 

No 

Company C 

Rules and 

Regulations, Lack of 

central monitoring, 

High tax on import, 

unsupportive 

government.  

Society’s values, 

knowledge gap 

Provide information 

on website, provide 

sustainable material 

sample, analysis 

countries offering 

low price green raw 

material and 

sometimes bribery 

takes place. 

No 

Company D 

Tax policy, Complex 

and lengthy 

bureaucracy.  

Society’s attitude Provide information 

on website, provide 

sustainable material 

sample. 

No 

Company E 

Rules and 

regulations, 

unsupportive 

Government, poor 

Society’s values, 

attitude and 

knowledge gap. 

Provide information 

on website, provide 

sustainable material 

sample, sometimes 

Yes 
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performance of 

central banking 

system. 

bribery takes place. 

Company F 

Ambiguous local 

rules of game, 

difficult to access 

right network. 

Intercultural 

differences. 

Provide information 

on website, provide 

sustainable material 

sample. 

Yes 

 

Table 3: Summary of empirical Findings compiled by author. 
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5. Analysis 

 

This chapter will present a discussion in light of empirical findings and the theoretical 

framework. The chapter is divided into four sections, and all sections together will present 

this thesis's research questions. 

 

5.1 Challenges from formal institution: 

As presented in theoretical framework section 2.5.1, the rules of game can undermine 

efficiency if the institutions are ambiguous or lack transparency (Papageorgiadis, McDonald, 

Wang, and Konara, 2020). According to the empirical findings, all respondents shared their 

experiences that appreciate the above statements somewhere. On the other hand, according 

to elsaz, González, and Maicas (2019), governance, economic freedom, property rights, 

financial capital, regulation of entry, and control of corruption are considered some of the 

key formal institutions. Besides, from the conducted empirical findings, it was illustrated in 

the previous chapter that companies mentioned their challenges from formal institutions, and 

those are more or less similar to the above statement.   

Company A emphasized that political restlessness is a barrier in operating in the emerging 

economy. However, currently, particularly in Bangladesh, political restlessness is calm down 

compared to previous days. Company A also mentioned that government treatment towards 

sustainable practice is different from developed economies, as emerging economies, 

particularly countries that depend on the clothing industry, only emphasize generating profit. 

Company A also highlighted that corruption in the emerging economy.  Operating 

sustainability-oriented innovation (SOI) becomes difficult, particularly in corrupted 

embedded institutions. Sometimes it is deeply rooted, and also, it is a difficult obstacle to 

overcome as an outsider firm. According to Fuentelsaz, González, and Maicas (2019), 

controlling corruption can increase individuals' trust in Government and encourage 

entrepreneurial activities and innovations. On the contrary, a higher level of corruption, 

weaker property rights, and complex bureaucracy reduce a firm's growth aspirations. 

Company B highlighted that unsupportive governance from the formal institution is the main 

challenge for SOI in Bangladesh.  
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In Bangladesh, there is lack of a central quality control system. Company's practicing 

sustainability-oriented innovation need to do their all quality and standard assurance on their 

own, which is sometimes more costly and time-consuming. In addition, this company 

pointed out the rules and regulations are not transparent. Company B experiences challenges 

of unfair government favoritism. According to company B, some companies soundly 

practice sustainability innovation and capture the international market and trend because of 

this unfair favoritism. Hence, companies like them are stagnated in order to practice 

sustainability innovation. According to Anokhin and Schulze (2009), in the absence of 

impersonal enforcement of the law, it seems risky to rely on legal contracts and signals in 

terms of reliability and integrity of the providers upon whose services and goodwill 

entrepreneurs and innovators must depend. In addition, improper banking facilities are 

another formal institutional challenge for company B. Sustainable innovation deals with 

substantial financial resources, so sometimes companies need financial support from banking 

institutions. However, sometimes company B struggled to get financial aid at the right time.      

Company C highlighted that the rules, regulations, lack of a central monitoring system, and 

high tax on imports are straggling features for practicing sustainability innovation. The 

ultimate result of negligence regulations, rules, and laws, the industry's overall image 

adversely affects in front of the international market, which somehow affected company B 

for their global expansion. On the other hand, in terms of the availability of raw materials, 

the company also experienced challenges. According to company B, there is a scarcity of 

green raw materials in Bangladesh. Therefore, the company has to import raw materials from 

other countries. Though, a high tax on imports becomes an obstacle towards the growth of 

sustainable innovation for this company.  

Company D emphasized the challenging aspects for sustainable innovation, such as tax 

policy and bureaucracy. According to company D in Sweden, they experience lengthy and 

complex bureaucratic practices, which was an obstacle for this innovation practice.  In 

addition, the company also underlined that value-added tax and duty fees facilities are not 

well designed in Sweden. Furthermore, in many cases, products are treated in the same way, 

particularly in the clothing industry. In other words, conventional and sustainable products 

are treated similarly in the clothing industry in terms of value-added taxes and duty fees.  
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Company E blames the rules and regulations of Bangladesh, which are becoming challenges 

for sustainable innovation. Also highlighted, the entry barrier measures become an obstacle 

for this aspect, such as a high tax on import and duty fees. On the other hand, company E 

also mentioned about the Government subsidies or some other facilities (such as, loans) to 

produce sustainable raw materials within Bangladesh and also established more R&D and 

universities to facilitate sustainable innovation. Respondents from company E shared that 

still; very few companies in this industry have taken initiatives to practice sustainability-

oriented innovation in Bangladesh. So, if Government being supportive for sustainable 

innovation, the entire industry will do more.  

Furthermore, banking infrastructure is another obligation for company E to practice 

sustainable innovation. Sometimes central banks straggled to provide new loans due to 

various circumstances. As sustainable innovation is associated with vast financial resources, 

sometimes it doesn't seem very easy for company E. According to Rottig, Muscarella and 

Torres de Oliveira (2019), poor infrastructure, low purchasing power, complex banking 

system, etc. are some challenging form of formal institutions that might affect companies' 

performance, particularly MNCs. 

Company F informed that it seems complicated to understand the emerging economies' local 

rules of game. Without a proper understanding of a country's formal institutional approach, it 

becomes tough to access the right network in the emerging economy. According to Rottig, 

Muscarella and, Torres de Oliveira (2019), emerging markets are characterized by unique 

institutional legitimacy demands. MNCs need to understand and correctly interpret in order 

to expand and operate in these markets successfully.  

  

The discussions illustrate the formal challenges these six companies face in terms of 

performing sustainability-oriented innovation. Among the six companies, five address 

challenges in the emerging economy, whereas one company mentioned challenges in the 

developed economy.  On the other hand, MNCs originated in the emerging economy and 

developed economy both are address challenges of formal institutions in the emerging 

economy. Besides, companies initiated and operate in developed economies are reported 

embedded institutional challenges; however, there are few challenges compared to the 

emerging economy. On the other hand, MNCs that originated in the emerging economy, 
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specifically in Bangladesh, also experiences difficulties with their country's formal 

institutions. And the number of challenges is enormous, according to this thesis's empirical 

findings.  

According to two respondents (B3 and E7), the concept of sustainability innovation is a 

comparatively new notion in Bangladesh. And very few organizations are practicing this 

innovation. So, it could be one of the reasons behind it. Therefore, it is assumed that in 

emerging economies on a new concept or practice, not only firms from developed countries 

but also firms from emerging economies experiences challenges from formal institutions. 

Therefore, it could say that more research is required in this field.     

 

5.2 Challenges from informal institution: 

According to Welter and Smallbone (2010), a society's norms, attitudes, and values constitute 

the informal institutes. Values and norms reflect whether a society tolerates and accepts a 

firm, which in turn influences that firm's responses. The empirical finding shows that most of 

the companies articulate in similar directions along with the theory. Respondents of four 

companies (A, B, D, and E) out of six mentioned that society's attitude in the emerging 

economy is a challenge for them in terms of performing sustainable innovation.  

According to company A, there is plenty of room for improvements in society's attitude 

towards sustainable products in a developed country. As per this company, society still does 

not aware of 100% sustainable products. Therefore, if their knowledge will not develop about 

the 100% sustainable product, their attitude will not change as per company A. Ultimately, 

which adversely affects the encouragement for performing sustainable innovation. However, 

company A also shared that society's attitude towards sustainable innovation in the 

developed economy is much better than in the emerging economy.  

Company B, C, and E express that society's values in the emerging economy become a 

challenge for them towards this innovation practice. They claim that society's knowledge is 

the main reason which leads to society's value. Companies mentioned that due to this 

informal institutional challenge, they have to find another market instead of their home 

country's market. On the other hand, company F and A claim that intercultural differences in 
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the emerging economy are a challenge for their company for this practice. In order to clarify 

the statement, companies provide an example that it is challenging to teach the end 

consumers in the emerging economy to pay more for sustainable high innovative products, 

which are accessible in the developed country.   

Lastly, as mentioned above, company D also blames society's attitude as an obstacle for this 

practice. Company D shared that the end customers are the game-changer for a company. 

End consumers could accept or reject a concept. Therefore, if society's attitude is not positive 

towards a project, it will not succeed.     

As per the above discussion, five out of six companies claim that companies experience 

challenges to practice sustainable innovation in the emerging economy. It is essential to 

mention that three out of these five companies are originated in Bangladesh. In addition, the 

innovation centers of two companies out of these three companies are located in Bangladesh.  

On the other hand, only one company that originated in Sweden claims that informal 

institutions (society's attitude) have room for improvements in the developed economy. 

However, which is too little compared to the allegations against the emerging economy's 

informal institutions as per the empirical evidence. According to Peng, Sun, Pinkham and 

Chen (2009), formal rules make up only a small part of institutional constraints in developed 

economies, and informal connections are pervasive. Though, according to empirical findings 

of this study's this statement contradicts. Compare to formal institutional challenges analysis 

in the above segment's discussion in developed economy informal institutional challenges is 

minimal. On the other hand, similar to the above discussion segment about the formal 

institutional challenge, it is also visible that MNCs that originated in the emerging economies 

experiences challenges from embedded informal institutional. Hence, as discussed in the 

above section, companies experience challenges when the concept is new in their home 

country. In other words, informal institutions react differently to their own country's 

organization when the project is comparatively a new concept. Consequently, it seems that 

here need some more research in the emerging economy not only for the foreign investor but 

also for investor from the emerging economy.        

 According to Peng, Wang, and Jiang, 2008, it has shown in recent research that in terms of 

governing the corporation in the emerging market, the crucial conflicts are not principle-
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agent conflicts. However, the primary conflict is associated with principle-principle in 

different embedded nature of institutions. In other words, a failure to understand the 

institutional nature of principle-principle conflict is governing the corporation. The empirical 

findings of this thesis appreciate the statement. One of the companies contributed in the 

interview that intercultural differences are an enormous challenge among informal 

institutions if they established R&D with joint-venture in the emerging economy.   

 

5.3 Strategic planning in the light of institutional-based view: 

"Institutions matter", a growing number of scholars has come to realize that particularly in 

emerging economies; however, they also matter in developed economies. The institution-

based view can help firms in the emerging economy increase their competitive advantage, 

particularly for firms venturing abroad (Peng, Wang, and Jiang, 2008). Firms need to know 

the rules of the game in other economies, which might be different from the familiar rules at 

home. According to the empirical findings of this thesis, find reliable evidence which 

intensifies this theory. Institutions serve many functions; among them, the most fundamental 

function is to reduce uncertainty and provide meaning. In other words, institutions reduce 

uncertainty for various actors through conditioning the ruling norms of behaviors. Besides, it 

is also defining the boundaries of what is legitimate. Instead, in return, actors rationally 

pursue their interests and make choices within the given framework (Peng, Sun, Pinkham, 

and Chen, 2009).  During the interview session of this thesis, respondents share their 

experiences and knowledge about the challenges from the institutions that respective 

companies experience for performing sustainability-oriented innovation (SOI). In the light of 

their obstacle from the embedded institutions, they were asked about their strategies planning 

in order to circumvent those.  

It has been noticed that companies took most of the strategies with the aim of decrease 

challenges from informal institutions. For example, most of the respondents share a common 

strategy that their companies provide transparent and revealing information about sustainable 

products and their impact on the environment on companies' websites in order to change 

society's attitudes and values. Because, according to the respondent's statements, they believe 
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that if society's attitude changes positively towards Sustainable products and sustainability 

that will encourage the firm's SOI. Besides, almost all of the companies also informed that 

strong marketing is another strategy in inspiring informal institutions towards SOI. 

Company A shared that in order to avoid the institutional challenges, particularly from 

formal institutions in the emerging economies, the company, in most cases, outsources the 

entire process (from innovation to manufacturing). In addition, company A mostly 

outsources from Bangladesh.  On the other hand, companies E and C shared their strategies 

that they are facing scarcity of sustainable raw materials in their own country due to 

unsupportive Government. So, the companies analyze countries offering low-price green raw 

materials and import from there. However, sometimes strategies are not working properly as 

disruption on supply chain due to numerous circumstances and various entry barriers. 

On the other hand, company B shared that managers' personal networking is their strategy to 

manage obstacles from formal institutions. However, company B believed that some formal 

institutional challenges are difficult to manage without Government's intervention. In 

addition, against the informal institutional challenges, the company's strategy is to provide 

free samples along with products, such as a sustainable button, sustainable cotton, a small 

piece of green fabric, etc. Company B believes that this will provide a positive impact on 

society which triggers to change society's attitude and values towards sustainable products.  

Company E's strategic planning to manage the formal institutions is to maintain good 

networking in order to minimize the challenges from formal institutions.  

On the other hand, companies E and C shared that in some cases; managers bribe or provide 

gifts to formal institution's personnel in emerging economies to manage the challenges. 

However, it is against their company policy. According to Gokalp, Lee, and Peng (2017), the 

institutional-based view embraces that managers rationally pursue their firms' interests. 

Therefore, they make strategic decisions within the constraints of formal and informal 

institutional frameworks, which pose a constraint to formal firms' interest in those product 

markets. This phenomenon is called the "informal rules of game". In other words, the 

prevalence and persistence of the informal economy in a given country refer to the concept. 

According to the empirical findings and theory are in align which is illustrated in the above 
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discussions. Some companies make some strategies to circumvent the current challenges 

from the embedded countries' formal institutions. However, in the long run, it might generate 

some other challenges that might adversely affect their sustainability innovation 

performance. Therefore, to conclude this chapter, it could say that some strategies are not 

suitable for mitigating challenges as they could generate more obstacles in the future.     

 

5.4 Global Innovation Network (GIN): 

According to Perks and Jeffery (2006), most product innovation relationships are not 

generated and developed in isolation.  Instead, they are part of a broader context of a network 

of interdependent relationships.  Whether the company's collaborated with the global 

innovation network (GIN) was asked to identify whether the company applies their strategies 

to mitigate their challenges in the spot-on directions. According to the empirical findings, the 

overall records on that particular question are not satisfactory. Approximately half of the 

interviewed companies in this thesis have not collaborated with GIN till this thesis 

completion. 

Company F informed that they have their own R&D center in Netherland from where 

sustainability-oriented innovation has been performed for their company. In order to avoid 

emerging economies' embedded institutional challenges, they expand their innovation 

network within their continent. The company provides some reasons, such as cultural 

similarities, attractive corporate tax rate, and skilled personnel are their main drivers. 

Company A has been outsourcing mainly from Bangladesh. According to the company, the 

reason behind that is to circumvent institutional challenges and be cost-effective. Company E 

has an R&D joint venture center in India. Less institutional obligations, strong personal 

networking, and accessibility of skilled personnel are the main reasons for this collaboration.  

On the other hand company B, C, and D still do not collaborate with the global innovation 

network as per the definition. Some researchers define. According to OECD (2005) and 

Herstad, Aslesen and Ebersberger, (2014) the innovation network in the light of innovation 

collaboration, which includes only activities considered integral to the development work 
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conducted by the focal firm and partners actively involved in it. It is essential to be 

mentioned that the focal form represents as "innovation" and the partner represent as 

"networks". However, they all have innovation centers in their originated country. However, 

companies informed that they have planned to collaborate in the global innovation network.  

According to the empirical findings and the theoretical direction, it has been supposed that 

half of the companies from this thesis sample size are still out of the reach of the global 

innovation network. Particularly in emerging economies, companies are lagged behind this 

network. On the other hand, some companies are connected with global innovation networks 

in the form of joint ventures, outsourcing, or own firm setup. Here, it is noticeable that the 

emerging economy's institutional challenges are the primary motivator for selecting the type 

of entry in the global innovation network. In other words, company A is collaborating with 

the emerging economy to avoid the emerging economy's institutional embedded issues, 

where company F established its own research center in the Netherland because of fewer 

intercultural differences and all. Besides, it is observable from this thesis's empirical 

evidence that multinational organizations originated in developed countries comparatively 

more collected to the global innovation networks compare to MNC's incepted in the 

emerging economy. 
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6. Conclusion: 

This chapter will present the answer to this thesis’s research question based on the analysis 

which is present in the previous chapter. Followed by the recommendation and limitations of 

this thesis will be outlined.  Lastly, chapter will be presented contributions and suggestions 

for future research. 

6.1 Research question revisited 

This thesis is focused on addressing challenges for performing sustainable-oriented 

innovation in the clothing industry, particularly based on the institutional-based view. Here is 

the research question:  

What are the challenges that organizations experience for practicing sustainable-

oriented innovation in the clothing industry? 

Based on the delimitation of this thesis area, the empirical findings investigate challenges 

that are coming from the country's formal and informal institutions. According to the 

theoretical framework and the empirical results, the analysis chapter has been designed. 

In the light of the discussion in the analysis chapter, some fundamental challenges are 

addressed that companies experienced from embedded country's formal institutions. The 

primary and commonly expressed challenges are political restlessness, corruption, 

unsupportive government, lack of central quality control system, unfair favoritism, poor 

banking facilities, high tax on import, complex and lengthy bureaucracy, ambiguous local 

rules, etc. It needs to mention that maximum challenges are addressed within the emerging 

economy. However, from the discussion of the above chapter, several identical challenges 

have been addressed. Such as, the MNCs or SMEs not only originated outside of the 

emerging economy but also originated in the developed economy are both experienced 

challenges from emerging economies formal institutions. In emerging economies, 

particularly in Bangladesh, sustainability word itself is a new thing. So the concept of 

sustainability-oriented innovation, in general, is a reasonably fresh dimension for this 

country. According to Khattak (2019), in emerging economy companies embraced green 
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innovation despite of multiple challenges and trying to set the trend in an industry where the 

term ―Green‖ was not even known. Therefore, companies might experiences challenges from 

formal institutions regardless of their inception. On the other hand, this challenging 

measurement is also identical for the informal institutions for the emerging economy. 

Conversely, some companies from the developed economies shared that they experienced 

challenges from formal and informal institutions in their home country. However, they are 

insignificant in terms of intensity as per the empirical evidence. 

In addition, in terms of the company's strategic planning, it is considered more intricate to 

mitigate the challenges. Specifically, companies in the emerging economy did strategic 

planning in the light of the institutional based view; however, they are primarily for 

minimizing challenges from informal institutions. Therefore, there is room for improving 

more effective strategic planning based on this direction. On the other hand, among the 

interviewed companies, half of the companies are not connected with the global innovation 

network. According to Perks and Jeffery, 2006, most product innovation relationships are not 

generated and developed in isolation. Instead, they are part of a broader context of a network 

of interdependent relationships. Therefore, sustainability-oriented innovation, which is a 

comparatively new concept, particularly in the emerging economies, needs to collaborate 

with the global innovation network to mitigate challenges that the companies have been 

experiences. The collaboration with the global innovation network could become part of all 

company's strategic planning.    

6.2 Recommendation  

After the discussion chapter, it is identified that MNCs and SMEs face challenges in the 

country’s institutional aspects. Besides, the strategic planning of organizations is not proper 

to successfully mitigate those challenges. On the contrary, companies that are experienced in 

operative country’s embedded institutional challenges to practice sustainable innovation, 

unfortunately, are not yet collaborated with the global innovation network. Hence, here one 

direction of the solution is suggested as a recommendation which is illustrated below. 
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Fig 3: A recommended process for mitigating challenges for performing sustainable 

innovation, compiled by the author. 

 

It can be explained like an organization experienced challenges from the country’s embedded 

formal and informal institutions for this particular business practice. Therefore, if the 

company analyzes countries they are operating in and other countries; they will not 

experience such obstacles. And according to their analysis, they develop their strategic 

planning based on the institutional-based view. Furthermore, the company could include in 

its strategic planning to collaborate with the global innovation network. That is a 

recommendation from this thesis based on the empirical findings and theoretical framework; 

it is assumed that companies could mitigate their challenges for this particular business 

innovation by this process.   

6.3 Limitation 

The thesis is associated with some limitations, which are needed to be highlighted. Firstly, 

the interview session has been conducted over the digital platform instead of face-to-face 

interviews due to the Corona pandemic situation. Therefore, the observation is absent in this 

thesis. Besides, sometimes poor internet connection hampers the flow of interview sessions. 

Secondly, as the interview process is open-ended (question type), interviews took a longer 
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time period than closed questions. Besides, the long conversation transcription is considered 

very time-consuming. Lastly, due to the limited thesis period, the sample size is accordingly 

narrowed. It has been comprehended that if the sample size is larger, the findings will be 

more accurate and remarkable.   

6.4 Contribution and future research 

This thesis has helped to fill up some gaps in international business academic literature in 

this subject area. There is some previous research in this subject area; however, research is 

not available in the particular markets area and theoretical framework. So, it could say that 

this thesis will give more insights into this specific subject area. Besides, organizations from 

emerging economies and developed economies will get a more particular view of challenges 

from countries' institutional frameworks for practicing sustainable innovation. On the other 

hand, this thesis will help managers develop accurate strategic planning in the light of the 

institutional-based view.   

On the other hand, in the analysis chapter, through the discussion some of the research 

direction has addressed. First of all, there is very limited research on overall sustainability-

oriented innovation in international business research, particularly in the clothing industry. 

Therefore, such complex interaction patterns need more study and also this is an important 

issue for future research.  In addition, there is a huge amount of research on emerging 

economy's institutional challenges, particularly for foreign investors, and also a handful of 

researches on developed economy's institutional challenges. However, it has been noticed 

that in terms of new trends of international business practice like sustainable innovation, 

MNCs and SMEs organizations are experiences challenges from their home country's formal 

and informal institutions. Therefore, it has been suggested that research should be conducted 

in this direction in the future. 
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Appendix-1 

Interview guide in English  

1.    What is your position, and what are your work tasks in the workplace? 

2.    What is your organization’s approach towards sustainability-oriented innovation (SOI), 

particularly in product innovation?  

3.    Did your organization face any challenges from formal institutions in order to practice 

SOI? 

 Corruption 

 Bureaucracy 

 Rules and regulation 

 Tax 

4.    Did your organization face any challenges from informal institutions to practice SOI? 

 Society’s attitude 

 Society’s value 

 Society’s norms  

https://gu-se-primo.hosted.exlibrisgroup.com/primo-explore/search?query=creator%2Cexact%2CYin%2C%20Robert%20K%2CAND&tab=default_tab&search_scope=default_scope&vid=46GUB_VU1&lang=en_US&mode=advanced&offset=0
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5.    Does your organization do any strategic planning based on these challenges? Can you 

explain it (if yes)? 

  

6.    Does your organization expand to the global innovation network? 

 Where do they collaborate? 

 Why do they collaborate? 

 How do they collaborate? 

8. Can I reach you again if I need any further information? 

 

Appendix-2 

বাাংায় ইন্টারভিউ গাইড (Interview guide in Bengali) 
 

1. আনার অবস্থান ভি এবাং ির্ মক্ষেক্ষে আনার িাক্ষের িাে ভি? 

2. ভবক্ষল িক্ষর ণ্য উদ্ভাবক্ষনর ক্ষেক্ষে ক্ষেিই ভিভিি উদ্ভাবক্ষনর (sustainability oriented 

innovation) প্রভি আনার াংস্থার দৃষ্টিিভি িী? 

3. স্থাভয়ত্ব ভিভিি উদ্ভাবন (sustainability oriented innovation) অনুলীন িরার েনয আনার 

াংগঠনষ্টে ভি আনুষ্ঠাভনি প্রভিষ্ঠানগুভর ক্ষিান চ্যাক্ষক্ষের র্ুক্ষিার্ুভি ক্ষয়ভি? 

 দুনীভি 

 আর্ািন্ত্র 

 ভনয়র্ এবাং প্রভবধান 

 ির 

 

4. স্থাভয়ত্ব ভিভিি উদ্ভাবন (sustainability oriented innovation) অনুলীক্ষনর েনয আনার 

াংগঠনষ্টে ভি অনানুষ্ঠাভনি প্রভিষ্ঠানগুভর ক্ষিাক্ষনা চ্যাক্ষক্ষের র্ুক্ষিার্ুভি ক্ষয়ভি? 
 

 র্াক্ষের র্ক্ষনািাব 

 র্াক্ষের র্ূয 
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 র্াক্ষের ভনয়র্ 

5. আনার াংস্থা ভি এই চ্যাক্ষেগুভর উর ভিভি িক্ষর ক্ষিান ক্ষিৌলগি ভরিল্পনা িক্ষর? 

আভন ভি এষ্টে বযািযা িরক্ষি াক্ষরন (যভদ যা াঁ)? 

  

6. আনার াংস্থা ভি ববভিি উদ্ভাবন ক্ষনেওয়াক্ষিমর ভদক্ষি প্রাভরি য়? 

 িারা ক্ষিাথায় প্রাভরি য়? 

 িারা ক্ষিন প্রাভরি য়? 

 িারা ভিিাক্ষব প্রাভরি য়? 

 

7. আর্ার আরও িক্ষথযর প্রক্ষয়ােন ক্ষ আভন ভি আবার আনার িাক্ষি ক্ষৌৌঁিাক্ষি াক্ষরন? 

 

 

 

 

  

 

 


