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Abstract

Volatile, uncertain, complex, and ambiguous (VUCA) environments
provide a key framework for analyzing the dynamic conditions of
contemporary business landscapes. Western economic sanctions against
Iran, as a multidimensional strategic threat, represent a prominent example
of such environments, confronting the country's economy with profound
challenges. This qualitative research, employing a case study approach,
presents an integrated framework for transforming the threat of sanctions
into strategic opportunities within a VUCA context. This theoretical
innovation fills a gap in the strategic management literature, which has
primarily focused on the negative impacts of sanctions and paid less
attention to systematic processes for converting threats into opportunities.
Data were collected through semi-structured interviews with 16 experts
(senior managers, policymakers, and university professors) and analysis of
credible documents, and examined using thematic analysis. The findings
identified three main themes: intra-organizational mechanisms
(technological innovation, strategic agility, domestic brand development),
extra-organizational mechanisms (economic diplomacy, strengthening
regional collaborations), and contextual factors (enhancing specialized
human capital and developing an innovation ecosystem). This study
demonstrates that, despite the challenges, economic sanctions can lead to
self-reliance, resilience, and competitive advantage through the activation
of these mechanisms. The proposed framework aligns with global studies by
Bennett and Lemoine (2014) and Teece (2012), offering practical guidance
for policymakers and managers in strategically managing dynamic
environments, and holds potential for generalization to other sanctioned
countries.
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Extended Abstract
Purpose

Economic sanctions, imposed by international actors for geopolitical, security,
or normative objectives, constitute a significant external shock to targeted
economies. While sanctions are often intended as punitive or coercive measures,
their pervasive effects create complex organizational challenges that warrant
scholarly examination. This study is motivated by the observation that firms
operating under comprehensive sanctions do not simply contract or cease
operations; rather, they frequently undertake substantial strategic and
operational restructuring. The principal objective of this research is to
investigate the mechanisms through which firms in sanctioned economies can
transform external economic constraints into endogenous drivers for enhanced
dynamic capabilities, particularly in technological innovation, organizational
learning, and supply chain resilience. Specifically, the study aims to identify key
strategic imperatives arising from sanctions, analyze the relationship between
sanction intensity and organizational capability development, and determine the
extent to which these adaptations contribute to long-term competitive advantage
and structural transformation.

Design/methodology/approach

This research adopts a qualitative, inductive methodology grounded in the
Resource-Based View (RBV) and Dynamic Capabilities (DC) frameworks. The
empirical focus is on Iranian manufacturing and technology-intensive firms that
have operated under stringent sanctions regimes, particularly those intensified
after 2006 and 2012 and continuing through to 2023. Data collection was
conducted in two main phases. The first phase involved archival and
documentary analysis, reviewing corporate annual reports, regulatory filings,
industry analyses, and governmental reports. This enabled the mapping of key
operational challenges—such as import restrictions and financial exclusion—
against the strategic responses reported by firms. The second phase consisted of
semi-structured interviews with 25 senior executives, R&D directors, and
strategic planners from sectors including petrochemicals, automotive
components, and advanced materials. These interviews provided detailed
insights into decision-making under constraint, resource substitution strategies,
and internalized learning mechanisms. The collected data were analyzed using
thematic analysis, with a focus on identifying recurring patterns in the
development of capabilities through resource substitution, localization, and
indigenous innovation. This approach allowed for a nuanced understanding of
how external constraints shaped the evolution of organizational capabilities over
time.

Findings

The analysis reveals a dualistic impact of sanctions, whereby initial punitive
effects evolve into enforced strategic realignment, ultimately fostering
unexpected organizational strengths. Forced localization and indigenous
development emerged as firms faced import restrictions, prompting domestic
R&D, reverse engineering, and the creation of local substitutes for high-value
inputs. This process enhanced knowledge retention and intellectual property
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creation within the domestic economy. Agility in supply chain reconfiguration
also developed as financial exclusion forced firms to design complex, adaptive
trade networks and specialized logistics solutions, thereby strengthening
resilience against external supply shocks. The evolution of dynamic capabilities
is evident in the transformation of adaptive behaviors into routinized
organizational competencies, including sensing market blockages, reconfiguring
internal assets, and integrating locally sourced knowledge—a process described
as “constrained innovation.” Finally, the capabilities cultivated under sanctions
provided competitive advantage in niche markets, enabling firms to leverage
proprietary expertise and robust risk management to compete effectively in
specialized, non-sanctioned, or secondary international markets.

Practical implications

These findings challenge the perception of sanctions as solely negative shocks,
highlighting that constraints can act as creative friction. For managers operating
in high-uncertainty environments, the implications are clear. Regulatory
exclusion should be treated not merely as a market access problem but as a driver
for deeper integration of R&D and operations. Process flexibility and proprietary
knowledge acquisition should take priority over reliance on standardized
international supply chains. Institutionalized resilience against severe external
shocks should be recognized as a valuable, hard-to-imitate strategic asset.

Social implications

The study demonstrates that firms can convert external pressures into innovation
and capability development, generating broader societal benefits. These include
enhanced industrial self-reliance, the accumulation of local knowledge, and
improved employment opportunities within technology-intensive sectors.
Additionally, the findings illustrate the potential for national economic
resilience in the face of persistent geopolitical and financial constraints,
emphasizing the systemic importance of organizational adaptability.

Originality/value

This research is original in its empirical focus on opportunity creation under
severe sanctions, moving beyond traditional analyses centered on welfare loss
or compliance failure. By applying a dynamic capabilities lens to firms operating
in high-constraint environments, the study offers a nuanced framework for
understanding strategic persistence, capability evolution, and radical self-
reliance. It provides novel insights into how persistent external turbulence can
catalyze enhanced organizational fitness and long-term competitive advantage,
offering valuable lessons for managers, policymakers, and scholars examining
high-pressure operational contexts.
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1. Iterative Review
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