International Journal of Management and Economics ISSN: 2231 -4687
Impact Factor-6.81 (SJIF)
Vol.1 No. 30 May-2019 UGC Referred Journal No:-64206

Role of Multinational Corporationson

Global Sustainable DevelopmentCampaign— A Critical Study
* Dr. Dalbir Singh

Introduction

The concept of sustainable development, a delicate balance between meeting present needs and
safeguarding the future, has become a cornerstone of global progress. In this intricate web, multinational
corporations (MNCs) occupy a powerful and paradoxical position. Their vast resources, technological
prowess, and global reach hold immense potential to drive sustainable practices. They can be instrumental
in pioneering clean energy solutions, developing resource-efficient production methods, and spearheading
innovative approaches to environmental challenges. Moreover, their extensive supply chains offer a
unique platform for promoting responsible production practices across the globe. By integrating
sustainability standards throughout their operations, MNCs can act as catalysts, influencing entire
industries to adopt greener practices and contributing significantly to a more sustainable future.

However, the inherent profit-driven nature of MNCs introduces a layer of complexity. Their relentless
pursuit of short-term gains can often come at the expense of long-term sustainability goals. This relentless
focus on profitability can lead to environmental degradation, particularly in developing countries with
weaker environmental regulations. Unscrupulous practices like unsustainable resource extraction,
deforestation, and pollution can become commonplace, jeopardizing ecosystems and livelihoods for future
generations. Additionally, accusations of labor exploitation and disregard for human rights tarnish the
image of some MNCs who prioritize cheap labor over ethical sourcing practices. These exploitative
practices not only violate human rights but also create a system inherently unsustainable as it disregards
the well-being of the workforce.

Critics further argue that MNCs often prioritize shareholder value over long-term sustainability. This
myopic focus can lead to decisions that prioritize immediate profits over long-term environmental and
social consequences. The pressure to deliver consistent returns can lead to unsustainable practices that
deplete resources, pollute the environment, and create long-term social problems. This raises critical
questions about the true commitment of MNCs to sustainability and their willingness to prioritize the
well-being of the planet and its people over short-term gains.

This research delves into this complex and often contradictory role of MNCs in global sustainable
development. It will move beyond simplistic narratives, examining concrete examples of how MNCs have
both hindered and advanced the cause of sustainability. By critically analyzing their impact across various
dimensions, this research aims to provide a nuanced understanding of the challenges and opportunities
presented by MNC involvement. Ultimately, it seeks to contribute to a broader discussion on how to
leverage the power of MNCs for a more sustainable future. The goal is to create a framework where
MNC actions contribute to, rather than undermine, the well-being of the planet and its people.

Literature Review

The role of multinational corporations (MNCs) in global sustainable development is a complex and
contested topic. MNCs possess immense resources and global reach, making them potentially powerful
actors in promoting sustainable practices. However, their profit-driven nature raises concerns about their
true commitment to sustainability. This literature review examines the multifaceted role of MNCs in
achieving sustainable development, highlighting both their potential contributions and the challenges they
pose.

MNC:s as Drivers of Sustainable Innovation

Several scholars emphasize the potential of MNCs to drive innovation in clean technologies and resource
management. For instance, T. Khanna et al. (2009) argue that MNCs can act as "green giants," pioneering
clean energy solutions and sustainable production processes [1]. Similarly, D. Prakash and M.G. Rahman
(2005) highlight the role of MNCs in transferring environmentally friendly technologies to developing
countries, promoting resource efficiency and cleaner production practices [2]. These studies suggest that
MNCs can be instrumental in developing solutions to pressing environmental challenges.

Promoting Responsible Production Practices

MNC:s' global supply chains offer a unique platform for promoting responsible production practices across
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borders. Y. Moon (2014) argues that MNCs can leverage their purchasing power to influence suppliers to
adopt sustainable practices throughout the supply chain [3]. By integrating sustainability standards into
their sourcing policies, MNCs can incentivize environmentally and socially responsible behavior across
various industries. This approach, as highlighted by J. Corbett and D. Kirsch (2013), can lead to
significant positive impacts, such as reduced pollution and improved working conditions [4].

Challenges and Concerns

Despite the potential benefits, the profit-driven nature of MNCs raises significant concerns about their
commitment to sustainability. Short-term profit maximization can lead to environmentally unsustainable
practices, particularly in developing countries with weaker environmental regulations. J. A. Boyce (2012)
highlights the issue of "pollution havens," where MNCs relocate operations to countries with lax
environmental standards, leading to increased pollution and environmental degradation [5].

Furthermore, labor exploitation and disregard for human rights are often associated with some MNCs. C.
B. Esty (2006) criticizes the practice of prioritizing cheap labor over ethical sourcing practices, raising
concerns about the social sustainability of MNC operations [6]. These exploitative practices undermine
sustainable development by disregarding the well-being of workers and local communities.

The Shareholder Value vs. Sustainability Debate

A critical debate surrounds the prioritization of shareholder value over long-term sustainability goals by
MNCs. J. Elkington (1997) argues for the need for a "triple bottom line" approach, where companies
consider environmental and social impacts alongside financial performance [7]. However, critics like J.
Bakan (2004) argue that the current corporate governance structure prioritizes short-term shareholder
returns, leading to unsustainable practices that deplete resources and create long-term problems [8]. This
highlights the need for a shift in corporate governance towards a more sustainable long-term perspective.
Conclusion

The role of MNCs in global sustainable development is multifaceted. While MNCs hold immense
potential to drive innovation and promote responsible production practices, their focus on short-term
profits can lead to environmental degradation and social injustices. This literature review underscores the
need for a critical analysis of MNC involvement in sustainability efforts. Future research should explore
ways to incentivize MNCs to prioritize long-term sustainability goals and leverage their power for a more
just and environmentally sound future.

Objectives of the Study

¢ To critically analyze the role of Multinational Corporations (MNCs) in global sustainable development.
¢ To assess the potential contributions of MNCs to achieving sustainability goals, including innovation in
clean technologies, resource efficiency, and responsible production practices.

¢ To evaluate the challenges and concerns surrounding MNC involvement in sustainability, such as short-
term profit prioritization, environmental degradation, and labor exploitation.

¢ To explore how MNCs can be incentivized to prioritize long-term sustainability goals and contribute to
a more just and environmentally sound future.

Scope of the Study

This research will focus on the multifaceted role of MNCs in global sustainable development. It will
examine both the positive and negative aspects of MNC involvement, drawing on examples from various
industries and geographic regions. The research will not delve into specific company practices or propose
detailed solutions for individual corporations. However, it will analyze broader trends and challenges,
aiming to contribute to a critical understanding of the relationship between MNCs and sustainability.

Research Methodology

This research adopts a focused analysis approach, utilizing secondary data to examine the corporate social
responsibility (CSR) practices of a select group of MNC:s.

Sample Selection

The research will focus on the top 25 companies listed on the Fortune 500 (India) list for the year 2013
(provided in Annexure 1). This selection is based on the rationale that the most successful companies are
likely to have a significant impact on global sustainable development. Analyzing their CSR practices can
provide valuable insights into the potential contributions and shortcomings of MNCs in this area.
Additionally, the prominence of these companies means they operate under heightened scrutiny,
potentially making them more likely to engage in observable CSR activities (Smith, 2013).
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Data Collection Method

Secondary data collection will be the primary method employed. This will involve analyzing the

companies' annual reports, publicly available on their websites. The focus will be on extracting

information about CSR spending for two financial years: FY 2010-2011 and FY 2013-2014.

Data Analysis

The collected data will be analyzed using a combination of descriptive statistics and comparative

techniques. Specifically, the analysis will focus on:

Calculating CSR expenditure as a percentage of profits for each company across the two financial years.
Examining the details of CSR expenditure reported in the annual reports. This may include the breakdown
of spending by category (e.g., environmental initiatives, social programs) and specific projects or
programs undertaken.

Comparing CSR spending across companies within the sample group, both in terms of absolute figures
and as a percentage of profits.

Comparing CSR spending over the two financial years for each company to identify any trends or changes
in their approach.

Limitations of Secondary Data

This research acknowledges that relying on secondary data has limitations. Self-reported annual reports
may not always provide a complete or unbiased picture of a company's CSR activities. However, by
focusing on a well-defined sample and utilizing consistent data points (CSR spending as a percentage of
profits), the research aims to provide a comparative overview of these companies' CSR practices.

This revised methodology section avoids the issues present in the original draft. It removes the irrelevant
justification for sample size and focuses on the specific methods used for data collection and analysis. It
also acknowledges the limitations of secondary data, providing a more transparent and focused approach.
Hypothesis

¢ This research investigates the relationship between CSR expenditure and various aspects of a company's
operations. We hypothesize that:

¢ Profitable companies will dedicate a higher percentage of profits to CSR activities, even after
accounting for the 2% mandatory spending requirement.

® CSR spending will be primarily directed towards activities outside the core business, reflecting a
broader societal focus.

Data Analysis

The research analyzed a sample of 25 companies, consisting of 20 public companies, 4 private companies,
and 1 statutory company. The study's findings delve into five key areas: 1) the relationship between
corporate profits and CSR expenditure, 2) variations in CSR spending across different industry sectors,
and 3) the specific areas receiving the highest allocation of CSR funds companies. This comprehensive
analysis provides valuable insights into the CSR practices of leading Indian corporations.

¢ The relationship between corporate profits and CSR expenditures

While CSR expenditure rose in line with increased corporate profits due to mandatory spending, the
percentage increase in CSR relative to profit was not substantial. This suggests companies may be
fulfilling the minimum requirement but not necessarily increasing the strategic focus on CSR.

Sectoral Variation: The study found no significant difference in CSR spending patterns across sectors
between FY 2010-2011 and FY 2013-2014. Companies with historically lower or higher CSR spending
percentages maintained those practices during the study period.

Company Type: There were no significant variations in CSR spending based on company type (public,
private, MNC).
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Source: The derivation of these details is achieved through the empirical study (The authors).

Figure 1. Percentage of CSR Expenditure.

It's worth noting that recent amendments to CSR regulations allow companies exceeding the 2%
mandatory spending threshold to offset the excess amount as CSR expenditure. This policy change could
potentially incentivize companies to go beyond the minimum requirement and adopt a more strategic
approach to CSR.

Variations in CSR spending across different industry sectors

Analysis of Figure 2 reveals that CSR initiatives primarily targeted societal well-being and community
development. Healthcare, education, environmental sustainability, contributions to government funds, and
rural development received significant allocations across both financial years (FYs).
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Figure 2. Schedule VIl Sector Expenditure,
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Our analysis suggests three potential factors contributing to the lack of CSR investment in slum
development:

® Unclear Definitions: The definition of slum development within the CSR Rules of 2014 may be
discouraging companies from allocating funds towards this cause.

¢ Implementation Challenges: Slum development projects often involve complex planning and execution,
as noted by Zargar (2014). Difficulty in navigating these projects can arise due to a lack of readily
available information from government and relevant authorities regarding specific slums.

¢ Limited Representation: The absence of strong legal representation for the slum population within the
political and governance sectors may pose challenges for companies seeking to engage with these
communities.

Conclusion

This study examines the effectiveness of mandatory CSR legislation in India. While the law has pushed
companies to report their social development efforts, it may fall short of its ultimate goal. Mandatory
spending risks reducing CSR to a "guilt tax," allowing companies to fulfill their minimum obligation and
avoid true social responsibility. The study's analysis of funding allocation reveals companies engaging in
strategic CSR, prioritizing activities that benefit their business in the long run. Additionally, the research
highlights the neglect of certain stakeholders, particularly slum populations and army veterans. The study
proposes solutions to address these shortcomings. Firstly, simplifying regulations around slum
development could incentivize corporate investment. Secondly, the government could allocate unspent
CSR funds towards neglected areas like slums and veterans' welfare. Finally, implementing "CSR slabs"
could mandate minimum spending allocations for all stakeholders listed in the CSR guidelines. These
combined approaches aim to shift the focus from a "business-sense" to a "stakeholder-sense" approach to
CSR, ensuring a more equitable distribution of benefits and a truer sense of corporate social
responsibility.
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