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Abstract 

 
The extant literature in institutional theory has found liabilities of origin (LOR) costs such as (i) 

capability based and (ii) legitimacy based costs as the major cost disadvantages faced by 

emerging market multinationals (EMNEs) while undertaking internationalization. Studies have 

pointed out that the treatment of institutions in International business (IB) have considered 

institutions at a national level, ignoring the role of sub-national institutions. This is particularly 

important for EMNEs as the institutional development in their home countries are highly uneven.  

Further, the recent studies in economic geography have also criticized the treatment of location 

in extant IB literature. They have also argued that location in extant IB literature is treated 

synonymously with a country or a nation state, expunging the nuanced examination or 

differentiation of locational features. Hence we observe that the role of sub-national institutions 

such as domestic agglomerations in the internationalization of EMNEs is under-reported in the 

extant literature. In this paper we explain the role of sub-national institutions such as domestic 

agglomerations in reducing LOR cost disadvantages (capability and legitimacy based cost 

disadvantages) and facilitating the outward internationalization of EMNEs. 
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