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Abstract

Nowadays, globalization forces are stronger than they have ever been, due to the
developments in information and communication technology and to the fast
liberalization of international trade. Even though international business (IB) gets the
whole world involved, the direction of the foreign direct investment (FDI) has been
changing in the last decades and companies have been focusing on internationalizing
their businesses to developing countries. At the same time, the importance and influence
of nongovernmental organizations (NGOs) has been increasing drastically in the world
economy, pressuring multinational companies (MNEs) and governments to be
conscious and participate in social issues. For these reasons, partnerships between
NGOs and MNEs have started to emerge and become now common, as MNEs start to
realize the benefits that can rise from them. This study aims to understand how social
alliances —voluntary alliances between companies and social institutions —can affect
multinational companies (MNEs) and NGOs, both positively and negatively. We
analyzed the interactions between Accor and the Parada Foundation to demonstrate the
value of this type of cooperation. Analyzing a case study helped us get to helpful
conclusions. We suggest that both NGOs and MNEs register benefits that result from
this collaboration. These findings are important because understanding these
relationships may provide economic and social development for our society and

especially for the host developing countries.
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Introduction

During the last decades, the globalization process has been influencing the way
governments and countries behave socially and economically (Ghaus-Pasha, 2004).
This globalization process is reflected on the increasing foreign direct investment (FDI)
and international trade flows. Over the past decades, FDI has grown and even though
most FDI flows occur between developed countries, multinational enterprises (MNEs)
are starting to switch their investment to developing countries where FDI has become

truly important (Herzer, 2008).

The Organization for Economic Co-operation and Development (OECD) stated that the
fast growth of FDI is reflected on developing countries and on their economies where
MNEs diversify their operations (OECD, 2008). OECD also mentioned that their
activities, through international trade and investment, have straitened the ties between

OECD economies and also deepened their connections to the rest of the world.

Although globalization provides an opportunity for countries to grow, it represents a
problem for the ones that cannot adjust to this global society and its requirements
(Ghaus-Pasha, 2004). The author adds that while some regions grow exponentially,
others still have to deal with high levels of poverty, which has been a concern for the
international community that observes the growth of global inequalities. According to
the Secretary-General of the United Nations Ban Ki-moon in his speech at the World
Economic Forum in Davos, Switzerland (29 January 2009): “Our times demand a new
definition of leadership - global leadership. They demand a new constellation of
international cooperation - governments, civil society and the private sector, working

together for a collective global good."

In this study, we will focus on the relationships between nongovernmental organizations
(NGOs) and MNEs that have become more common since MNEs realized its benefits
(Marano & Tashman, 2011). Although mostly this will be the terminology used,
according to the referred author, we have to be aware that this terminology has been
contested and that for many authors the concept of NGOs is just a small part of a wider

category referred to as Civil Society or Civil Society Organizations (CSOs).



According to Doh and Teegen (2002, p. 665), “The emergence of NGOs as important
institutional actors in international business can be traced to the widespread movement
in the mid-1980s to pressure companies to divest from South Africa, resulting in the
withdrawal of more than 200 US and 60 British firms from the country between 1985—
2000”. As stated by Vachani, Doh, and Teegen (2009), not only NGOs have been
pressuring companies and working as civil society’s agents, but MNEs have also been
changing their strategies and behavior, increasing their social responsibility and
responsiveness as the pressures to do so have been arising in last years. The authors add
that this phenomenon has affected companies, their transaction costs' and their

organization.

Skippari and Pajunen (2010) report that the increased interaction between MNEs, host
country governments and NGOs has made FDI more complex and potentially
conflicting. However, as stated by Spar and La Mure (2003), other researchers suggest
the opposite, stating that NGOs try to mobilize resources and information in order to
advocate for change, which makes them an important “‘figure of the global economy.” It
is also argued that this cooperation may be beneficial for both agents, since
corporations’ resources and skills are useful for NGOs and, on the other hand, NGOs
can help companies with internationalization prospects creating value and

understanding local context (Dahan, Doh, Oetzel & Yaziji, 2010).

Literature on NGO/MNE relationships is scarce which we can see with a research on
SCOPUS and on ISI databases. We inserted, on May 19th 2015, the keywords
‘Multinational enterprises’ and ‘NGOs’ on SCOPUS and we found roughly 10 journal
articles of interest in this matter. Additionally, inserting the words ‘CSO’ and ‘FDI’ on
SCOPUS database and after, the words ‘CSO’ and ‘MNE’ and for both searches we
obtained no results at all. Finally, we did the same on the Web of Science database, and
we got only 7 results. We also need to take into account that the articles found are
mostly the same we had found already on SCOPUS. For this reason, this thesis aims at

filling this gap, and at analyzing how companies and NGOs can cooperate in efforts to

"A cost that a company incurs on when making an economic change; the cost of negotiating an

agreement and of the adjustments that need to be done afterwards; it is the cost of participating in the



provide more information on the subject. According to Teegen, Doh and Vachani
(2004), existing literature has been focusing either on MNEs or on governments,

ignoring a very important third actor, the NGOs.

How does the cooperation between NGOs and MNEs work in a world where corporate
social responsibility (CSR) is becoming more and more important? How do companies
and NGOs see this cooperation? These are the questions that this work intends to
investigate, trying to understand all the constraints of these interactions, contributing to
a better understanding of this subject. In order to try to accurately find the answers to
these questions, we used the case study method, given that, according to Yin (2012), it
is the most appropriate method to address descriptive data and to study phenomena that
involves a big range of contexts and a number of complex situations, reason why the

data comes from multiple sources of evidence rather than from an isolated variable.

After this first introductory chapter, we will now begin chapter 1, the literature review,
by defining civil society and nongovernmental organizations and by trying to
understand their role in the world economy. After that, we are going to define
multinational enterprises in order to be able to comprehend the role of all these referred
actors in international business and in the global economy. Once we understand all the
concepts, we can finally analyze how NGOs and MNEs influence and pressure each
other. On chapter 2, we will have the methodology section, where we will explain the
choice of the case study method, in detail. We will then introduce our own case study,
on chapter 3: Accor-Parada, introducing both the enterprise and the NGO followed by a
specific explanation of their cooperation and projects and how it positively affected

them. Lastly, we will present the conclusions of our work.



Chapter 1 - Literature Review

This chapter will be subdivided in sections, so that we can better understand all the
important concepts related to this subject and after, how do relationships between
MNEs and NGOs work and how important they are becoming. In Section 1.1, we start
by clarifying the concepts of Civil Society and NGOs, trying to distinguish and compare
them since in previous literature that has been a discussion about whether they are
different concepts and how so; on Section 1.2. we will try to conceptualize MNEs. On
Section 1.3; in order to try to understand how NGOs have increased their significance in
international business, we will analyze the swap from a two-sector bargaining model
(between companies and governments) to a three-sector bargaining model that operates
today and that includes NGOs. Next, on Section 1.4, we will analyze the possible
relationships between NGOs and MNEs and how they can cooperate and benefit from
each other’s help and about the different perspectives on Corporate Social

Responsibility (CSR).

1.1. Civil Society Organizations (CSOs) and Nongovernmental

Organizations (NGOs)

Civil Society is the sector that acts independently from the state and the market and in
which individuals organize in a way that helps them reach collective goals and purposes
(Brown, Khagram, Moore & Frumkin, 2000). Both in the case of Civil Society
Organizations (CSOs) and in the case of Non-Governmental Organizations (NGOs),
which are considered a type of the first ones, individuals band around common ideas,

needs, causes and strategies to promote collective benefit (Olson, 1971).

According to Ghaus-Pasha (2004), based on Veneklasen (1994), Civil Society is the
domain of social interaction between the household and the state. This interaction is
expressed in the norms of the communities, together with the structure of the voluntary
associations, among others. The referred structure of the association refers to the full
extent of informal and formal configuration through which citizens pursue common
interests. Furthermore, values as trust, reciprocity, tolerance and inclusion are implied

in the norms and are critical to cooperation and community problem solving (Ghaus-



Pasha, 2004). This concept has been growing in the international community since the
1990s because governments and other international organizations have been relying on
this type of institution more and more (Wolde-Yohannes & Freeman, 2012). Quoting
the United Nations Development Programme (UNDP), Wolde-Yohannes and Freeman
(2012) state that CSOs are capable of mobilizing poor populations to help in the
implementation of developing policies and a lot of other financial institutions have been

cooperating with them, as is the case of the World Bank.

The concept of CSO, that includes the one of NGO, is broader than the latter and, for
that reason, it may be relevant to use this concept during this dissertation, even though
our focus will be on the collaborations between NGOs and MNEs. The World Bank
states that this term refers to both non-governmental and non-profit organizations that
try to express civil rights and fight for them, always following values having ethics,
politics, culture, science and religion as its basis. Furthermore, CSOs cover not only
NGOs but also community groups, labor groups, indigenous groups, foundations,

amidst others (The World Bank, 2013).

Supporting the same idea of The World Bank, OECD adopted a definition that was put
forward by the 2007-2008 Advisory Group on CSOs and Aid Effectiveness, and that
states that these organizations usually include all non-market and non-state in which all
the participants try to organize themselves in the best way possible to reach common
goals in the public sphere. Community-based organizations, environmental groups,
women’s rights groups, labor unions, among others, are good examples of Civil Society

Organizations (OECD, 2009).

CSOs are motivated by the limited capability of the states to work on social problems as
the welfare, the environment and the development of the nation, on their own. Besides
that, the communications revolution and the expansion of an educated middle class that
has been showing its frustration in what concerns the lack of economic and political
expression, has had a decisive impact in the growth of CSOs (Salamon, Anheier, List,

Toepler, Sokolowski & Associates, 1999).

Its existence is extremely relevant given that there is a clear need to cover the gaps that

have been increasing in developing countries’ social services. In order to be successful,



CSOs and even NGOs should be separated from the state, formed by people with
common goals and values (as tolerance, equality, etc.). They should also promote good

governance values such as responsiveness, transparency and accountability, among

others (Ghaus-Pasha, 2004).

I3

According to Spar and La Mure, “...NGOs and activists tend to organize primarily
around ideas: around a collective commitment to some shared belief or principle.
Operating independently of any government, NGOs target both public and private
entities, using whatever tools they can muster to secure their desired goal. ”(Spar & La

Mure, 2003, p. 79)

NGOs may also be defined as the organizational expression of the civil society interests,
aiming to reach social, political or economic goals through advocacy or operational
efforts. Equity, education and health are good examples of those goals (Teegen et al.,
2004). Besides that, the referred authors add that the main actors in NGOs are:
individuals who contribute with their time, skills and resources; NGOs’ staff, like the
board members; and finally, private foundations and governments that provide support

by funding.

As stated be Werker and Ahmed (2007), NGOs are non-profit private organizations that
work independently but also in partnership with other organizations as aid agencies
coming from the developed countries or even private-sector operators, in the prospect of
helping international development and increasing living conditions in developing

countries.

NGOs, contrary to elected governments that are accountable to their citizens and to
companies that, in turn, are accountable to their owners and stakeholders (Florini,
2003), are more immune to transparency due to the environments they operate in and
are usually not accountable to anyone besides their funders and some governments
(Hayden, 2002). Even though NGOs differ from governments on accountability, they
take governments’ central role in service distribution and in sustaining basic levels of
welfare since state’s services, as subsidies, were eliminated (Wiktorowicz, 2002). The
author adds that NGOs are important to soften the effects of capitalism and its economic

liberalization.



According to Yaziji and Doh (2009), NGOs’ emergence is related to different factors:
population members’ frustration in what regards some economic, social or political
matters and the lack of capacity from governments and political structures to address
these problems. However, the authors add that for the NGO evolution in society to
happen, it is necessary for the context to allow the social movement to be perceived as

capable of solving this dissatisfaction.

NGOs have their own strengths and weaknesses and that is why cooperation with
companies would be a possibility. On the strengths side, NGOs are cost-effective, they
have a local knowledge due to social proximity that allow them to have a lot of link in
the community they operate in and specialized skills. They also have a good ability to
adapt since NGOs constantly deal with new and many times complicated situations, etc.
On the weaknesses side, their work might be constrained due to limited resources,
scarce funding, isolation and lack of economical expertise and of inter-organizational

(The World Bank, 1998).

NGOs are considered non-state and non-market, which is why many theorists see them
as a third sector that represents ‘civil society’ (Lambell, Ramia, Nyland & Michelotti,
2008). Lambell et al. (2008) also mention that NGOs, contrary to what was the
perspective some years ago, are now considered as part of the international business
scenery and interact with the other actors, like MNEs, governments and inter-
government organizations. Consequently, NGOs have become important actors in the

global political, social, and economic business environment.

Agg (2006) considers that there are two types of NGOs: Local NGOs that operate in
their countries with, usually, local staff and International NGOs, that usually work in
more than one country, coming from developed countries and operating in the
developing world. However, Doh and Teegen (2003) make a different classification,
stating that there are three types of NGOs: advocacy NGOs that stand before
governments defending the interests of the ones who do not have the access to do it;
operational NGOs, that are responsible for providing goods for clients who need them;

and hybrid NGOs, whose service is a combination of the two mentioned.

To sum up, CSOs and NGOs have common goals and characteristics, differing mostly

on the span of the concepts.



According to Dahan, Doh, Oetzel and Yaziji (2010), statistics show that there has been
an increase of approximately 400% in the number of international NGOs between 1990
and 2000. Yajizi and Doh (2009), that had considered the same percentage, add that
over the last decade the word “NGO” has been mentioned twenty times more in the
Financial Times and Wall Street Journal, than ever before. Furthermore, the authors
state that, in 1993, the United Nations Development Program registered roughly 50 000
NGOs worldwide and just 8 years later, in 2001, there were 1.4 million organizations of
the independent sector in the United States alone. The author also added that
international development aid conducted by NGOs represented more than 15% of its
total. Even though estimates differ, most observers can agree on the fact that NGOs
grew and keep growing not only in number but only on their importance (Yaziji & Doh,

2009).

1.2. Multinational Enterprises

To understand the importance of studying the role of NGOs in international business
and the possible cooperation between NGOs and different types of CSOs with MNEs, it
is not only important to understand what multinational companies really are but also

their tendencies and how they have been operating in recent years.

Multinational enterprises have been seen as the central institutions in international
business (Teegen et al.,, 2004). There are various definitions of multinational
companies, but according to Buckley and Casson (2009) a MNE is a company that
owns and controls activities in at least two countries. The authors add that firms look for
the location where the costs for each activity are lower, taking into account their
networks. A multinational enterprise (also known as transnational enterprise) is a
company that engages in foreign direct investment (FDI) and owns or controls value-
added activities in more than one country. Despite being very broad, this definition is
accepted by most institutions like governments and the OECD, for example (Dunning &

Lundan, 2008).

The OECD adds on its report that MNE'’s subsidiaries are linked to each other and so,

they should co-ordinate their operations and assist one another if that is the case. Even



though some of the subsidiaries are able to put pressure and influence over the activities
of the others, the length of their autonomy within the enterprise is different from one
MNE to another. The ownership may be private, state or mixed. It is also stated that the
operations of a multinational company occur around the world and, for that reason,
managers should take into account the host country peculiarities and its policies

(OECD, 2008).

MNEs have a really strong role and impact on globalization since they account for all
FDI, they are active in trade and they transfer not only technology but also know-how
via intrafirm transactions (Kleinert, 2011). The referred author also states that this
process of economic integration has accelerated year after year and MNEs are right in

the center of all these economic developments.

Luo (2002) states that emerging markets have been the chosen destination for FDI,
which is MNEs’ main vehicle to enter other markets, expanding globally. The author
adds that MNEs have been transferring their functions to different locations, segmenting
their production and originating global value chains. Usually, less developed regions
like emerging and developing economies are assigned low-tech tasks while developed

countries are assigned more complex ones (Luo, 2002).

However, their influence on developing countries has been a controversial issue. On the
one hand, Blomstrém and Kokko (1998) stated that host countries started to liberalize
FDI regulations in the 1980s and have been trying to attract international companies
because they are looking to acquire modern technology, know-how, managerial skills
brought by MNEs, that most host countries would not have access otherwise.
Additionally, the authors defend that FDI is valuable for developing countries’ exports,
employment and also capital formation due to the productivity spillovers®. The authors
state that there are also indirect benefits resulting from FDI and gives the example of

local firms that, just by collaborating with MNEs (having backward or forward

2“Productivity spillovers are said to take place when the entry or presence of MNC affiliates lead to
productivity or efficiency benefits in the host country’s local firms, and the MNCs are not able to
internalize the full value of these benefits” (Blomstrom and Kokko, 1998, p. 3).



linkages), may increase their productivity since they are able to imitate MNEs

technologies, for instance.

Furthermore, the economic theory states that FDI is beneficial for host countries,
considering that the global integration of the markets may impulse the spread of better
practices in corporate governance and that the global mobility of the capitals restricts
government’s pursue of bad policies (Lougani & Razin, 2001). Moreover, the authors
defend that it allows the transfer of technology as well as know-how, which could not
be achieved by trade alone; it often leads to employee training, developing local human
capital; and it generates profits, contributing to corporate revenues in tax for the host
country. On the other hand, and according to the referred authors, recent works point
out the risks for the developing host countries. Lougani and Razin (2001), worry that
the benefits may be limited by the country’s power and the high share of FDI on the
country’s capital inflows sometimes represents the country’s weaknesses rather than its
strengths (for instance, FDI is prone to happen in countries where the quality of

institutions is poorer, countries with inefficient markets, among other factors).

As we have already mentioned and according to Yaziji (2004), MNEs play a big role in
the globalization process but they are often responsible for some negative effects, being
therefore accused of little concern with the countries where they do business and its
human rights conditions. The author stresses, on the one hand, the inability of
transnational organizations and governments to solve these problems and, on the other
hand, the efficiency of NGOs that are starting to follow a more moderate and
cooperative path. Yaziji (2004) states that NGOs are formed by smart educated
individuals with strong popular support, which makes companies want to partner with
them rather than being hostile. According to the same author, by cooperating,
companies not only avoid conflict that would cost them both money and reputation, but
can also use NGOs’ strengths like their established networks, techniques and the

knowledge of local social environment (Yaziji, 2004).

10



1.3 Moving from a two-sector to a three-sector bargaining model

Nongovernmental organizations and multinational enterprises can influence each other
positively or negatively. In their efforts to maximize profits, in many occasions, MNEs
generate negative externalities, polluting the environment, for example. This situation
generates, in turn, pressures from NGOs. On the other hand, other MNEs attempt to
implement strategies that increase social welfare may face challenges in which NGOs

may be able to help using their skills and knowledge (Vachani, Doh & Teegen, 2009).

According to Allard and Martinez (2008, p. 2), “...NGOs (civil society organizations)
influence the institutional context in which they operate; the same context that defines
the choice sets of multinational firms (the private sector) when they invest in host
governments (the public sector).”For this reason, NGOs may alter considerably the
traditional conceptions of MNEs’ role in international business and in the global
economy as well as in what concerns their relationships with other players (Teegen et
al., 2004). Doh and Teegen (2003), consider that since NGOs are becoming more and
more present on the economic and political contexts, they are transitioning from a
simple stakeholder role to a more complex net of relationships that involve themselves,
governments and businesses, reshaping the two-sector model into a trilateral system.
Thus, according to Ramamurti (2001), the traditional MNE-Host Government
bargaining model needs to be adapted given that the circumstances in the international
scene have changed with the emergence of international organizations and agreements
that bind host governments opportunism. According to Teegen et al. (2004), some
scholars argue that, nowadays, we should move from the two-sector to the three-sector
bargaining model, as evidenced on Figure 1, considering that NGOs have been very
active in what regards MNEs’ entry in developing countries, as well as their operating
practices and outcomes and that they play a decisive role in global institutional systems.
Aside from governments and MNEs, NGOs also have, as we referred, an imperative
influence on how enterprises develop their policies playing an important role in global
contexts (Skippari & Pajunen, 2010). According to the OECD (2008), the presence of
NGOs should be taken into account when companies decide to internationalize and to

which location, since they are an integral part of a country’s institutional process.

11



Figure 1. The public, private and third sectors within society

Institutional

Dynamic Forces — context/field

The Public Sector
(The
State/Government)

Governance and

Value Creation

The Third Sector
(Civil Society/NGOs)

The Private Sector
(The Market/Firms)

Source: Adapted from Teegen et al (2004, p.466)

Business activities require straight relationships with governments since they are the
ones who regulate the economy and economic activities and the clients of the private
sector activities. Furthermore, governments try to control corporations’ activities and
use legislation in order to create to maximize social welfare (Luo, 2002). The researcher
adds that, as we know, host governments may facilitate or make it difficult for
enterprises to enter their markets. Moreover, a host-government may work as a MNE’s
ally, by offering incentives like better investment infrastructures, financial privileges,
supporting the entering of the enterprise on its market. According to Luo (2001), the
main motivations for governments to cooperate with MNEs are related with enterprises
being employers, taxpayers and even customers and suppliers of the governments’
transactions. In turn, MNEs see the political risks being reduced and get financial

returns.
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However, MNEs and governments have, sometimes, divergent interests (Skippari &
Pajunen, 2010). On the one hand, MNEs seek profit maximization by investing abroad
and are accountable, primarily, to their shareholders. On the other hand, states try to
improve social welfare, as referred before, and have economic, socio-cultural and

political goals and are responsible to their citizens (Vernon, 1971).

To sum up the three international actors are interdependent because MNEs depend on
governments’ interest in cooperating with NGOs since their operations and activities
depend on the infrastructures built by the governments (Luo, 2001). This
interdependency explains the relevance of a three-sector bargaining model, instead of a

two-sector one.

According to Freeman (1984), whose stakeholder theory can be an alternative to the
traditional conceptions, researchers have argued that CSOs as labor unions or civic
associations are legitimate stakeholders because business relations should include all the

actors that may influence or be influenced by enterprises (Freeman, 1984).

Doh and Teegen (2002) believe that MNEs and governments can assess the potential
impact of a certain NGO on investment projects, defending that NGOs’ stakeholders
should be taken into consideration. Quoting the authors, nongovernmental organizations
“..can have a material impact on the long-term viability and sustainability of
investment projects and therefore command managerial (host government and MNC

investors) attention.” (Doh & Teegen, 2002, p. 670).

Emerging collaborations between MNEs and NGOs whether counting on government’s
input or not, constitute nowadays a form of organization in efforts to deliver social
services to the communities, such as poverty relief (Skippari & Pajunen, 2010).
Furthermore, the authors add that NGOs can be helpful to corporations in the area of
corporate social responsibility, which constitutes a growing concern to companies
globally. On Figure 2 we can see how these interactions work and in what way they
complement each other: NGOs attempt to address the regulatory and market failures
created by regulators and legislators and by companies and that is why cooperation

between the three may be a good way to solve these problems.
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Figure 2. A political, economic, social and technological context favorable to NGOs

>

Social Movement Attempt to Address Regulatory
NGOs — > Failures

Generate

Regulators and
Legislators

Attempt to Address

Market
Failures

The market and >

Generate

Firms

Source: Adapted from Yaziji and Doh (2009, p. 17)

There is a gap in literature in this area and it is important to understand how this MNE-
NGO-Host Government triad influences and is influenced by FDI (Skippari & Pajunen,
2010). Research in International Business must focus on this three-sector bargaining
power and on MNE-NGO interactions apart from governments’ participation (Teegen et
al., 2004). The authors refer the importance of understanding this possible organization
and the implication on MNE’s behavior and performance that can result both from
cooperating with NGOs and from avoiding these types of interactions (Teegen et al.,

2004).

1.4. NGOs/MNEs Interaction

Both NGOs and MNEs face challenges while performing their activities. For that
reason, NGOs and for-profit corporations have been trying to develop collaborative
relationships in order to promote mutual benefit (Dahan et al., 2010). The authors add
that even though these cross-sector partnerships are not conventional they may benefit

both parties and originate new products, methods and strategies, business models,
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improve the quality of the services and, consequently, create value. Furthermore, the
authors report that the cooperation between MNEs and NGOs (or even other types of
CSOs) may be a way to create value since both have their strengths and both have some
skills and knowledge that the other may lack. On one side, NGOs gather knowledge of
the culture and the markets that MNEs may be interested to enter while companies have
the resources and skills that can be important for NGOs and the development of their
work. But, as highlighted by Dahan et al. (2010), this relationship is more complex than

what explained in this paragraph.

In a very recent study, den Hond, de Bakker and Doh (2015), based on Pfeffer (1981),
defend that there are resource dependencies between the two entities and because of
that, many companies seek collaborations with NGOs, either formal or informal.
Managers are aware of the influence of external factors on human decision processes
and try to utilize strategies that reduce the uncertainties, often by engaging with NGOs
(Hillmann, 2009).

Argenti (2004) stated that NGOs’ credibility is much higher than corporations and even
governments and that is based on emotional appealing campaigns which help them
getting allies in their selfless and social crusades against greedy corporations that are

only motivated by profit, as they portrayed them and as the public often perceives them.

According to Ritvala and Salmi (2011) and the stakeholder theory, there are primary
stakeholders like owners, customers, employers, among others, and secondary
stakeholders, that include NGOs and the media for example, and on which companies’
survival does not rely. However, even though they are seen as of less importance than
primary stakeholders, NGOs may be able to provide enterprises access to different
resources and capabilities that are either acquired internally or that they developed with
other for-profit corporations. These alliances can enable corporations to reduce
transaction cost in developing countries by giving them knowledge about the markets
allowing them to accelerate market entrance or even co-developing new business

models (Dahan et al., 2010). Marano and Tashman (2012), state that NGOs can work as
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intermediaries and use their knowledge to help companies face the liability of

. 3
foreignness’.

According to Yaziji and Doh (2009), there are some NGO strengths that are especially
important from the MNE perspective, when considering collaborative relationships.
NGOs can bring legitimacy since the public (specifically in the USA and in Europe)
sees NGOs’ dedication to a social cause and to a section of social welfare trusts their
spokespeople better than a CEO, for example, since companies are profit oriented.
Besides, NGOs are aware of social forces, contrary to companies that live by the
markets they operate in. Moreover, according to the referred theorists, NGOs work in
more varied networks that consist not only in companies, but regulators, legislators,
donors, among others, and through cooperation, companies can get easier access to
these networks. Lastly, NGOs have specialized technical expertise and that is the reason
why sometimes NGOs know about new technologies or developments that companies
are unaware of (Yaziji & Doh, 2009). Furthermore, the authors add that there are some
specific benefits to corporations. Firstly, intercepting trouble, since NGOs recognize
that negotiating with companies is better than creating conflict and negative public
campaigns — “private negotiation is preferable to public demonstrations” (Yaziji &
Doh, 2009, p. 130). Secondly, accelerating innovation, given that without a threat,
companies do not mind to improve their processes and, on the other hand, by focusing
on a broader perspective and context of companies’ practices, NGOs are able to demand
more of MNEs, which may lead to radical solutions that help some aspect of our
society. The authors add that, at the same time, it improves companies’ competitiveness.
Thirdly, foreseeing shifts in demand, if we consider that NGOs often start and lead
social movements, detecting the public’s concern about a certain issue and being able to
influence their consumption and preferences. At last, shaping legislation, since as we
referred, NGOs have access to regulators and legislators and know important

information before it comes to the public and, therefore, to companies; setting industry

3 Additional costs that an enterprise operating in a foreign country as to face, due to limited local

knowledge, discrimination by local stakeholders, etc. (Hansen and Spitzeck, 2011).
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standards because cooperating with NGOs gives companies the opportunity to reshape

their industry.

MNESs can get those business benefits from cooperating with NGOs, but there is also
the concept of social responsibility that plays a big role on the way managers think and
behave nowadays. According to Berger, Cunningham and Drumwright (2004), the
importance given to the social domain in business strategies gains strength as the
consciousness of the need to integrate corporate action and social responsibility policies
grows. Furthermore, and according to Sakarya, Bodur, Yldirin-Oktem and Selekler-
Goksen (2012), based on McElhaney (2009) and Pivato and Tencati (2008), through
Corporate Social Responsibility (CSR) programs, companies can improve th