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Chapter 5

On Nudging MNE Toward SDG1: 
A Policy Perspective

Shyama V. Ramani, Rushva Parihar and Shankhajit Sen

Abstract

Governments worldwide have adopted the Sustainable Development Goals 
(SDGs) and are committed to attain them by 2030. Moreover, they recognize that 
they cannot mobilize the necessary resources and capabilities for this purpose 
alone. Hence, they have called for cooperation from all stakeholders including 
multinational enterprises (MNEs) to assume responsibility and strive to contrib-
ute to the SDGs. However, since co-partnering with the state for inclusive devel-
opment is outside the traditional mandate of MNEs, this chapter explores the 
ways in which policy can nudge MNEs to contribute to the first pillar of sustain-
able development, namely SDG1—to end poverty in all its forms everywhere. A 
two-stage methodology is applied to address the research queries. First, a con-
ceptual framework on impact of MNE interventions on SDG1 is developed. 
Second, the framework is validated through a meta-analysis of the abstracts of 
articles selected via a scoping review of the economics and management litera-
ture. This leads to an in-depth understanding of policy design features that can 
nudge MNEs to make positive contributions toward poverty alleviation. Four 
distinct pathways foreign direct investment (FDI), public–private partnerships 
(PPP), corporate social responsibility (CSR), and knowledge transfer are identi-
fied for nudging MNEs toward SDG1. Nevertheless, the potential impact may 
not be realized due to the inappropriate strategies of the MNE, the drawbacks 
of the policies of the host government, and/or systemic challenges of the host 
country context. This chapter further explores the positive and negative impact 
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on these pathways as a step toward exploring how MNEs can contribute to all 
the SDGs.

Keywords: Sustainable Development Goals (SDG); MNE; poverty; CSR; FDI; 
PPP; policy intervention; knowledge transfer; development policy; BoP

Introduction 

Sustainable development refers to the process of economic growth and development 
wherein the needs of the present are met without compromising the ability of future gen-
erations to meet their own (Brundtland, 1987, p. 8). In 2015, at the United Nations, world 
leaders adopted 17 goals, referred to as the Sustainable Development Goals (SDGs), to 
serve as guideposts for sustainable development. The SDGs are a continuation of  the 
Millennium Development Goals (MDGs) agenda of the United Nations and, like  
the MDGs, are not legally binding on any country. Moreover, while governments all over 
the world have vowed to attain the SDGs, they recognize that they cannot mobilize the nec-
essary resources and capabilities to fight poverty, inequalities, and climate change alone. 
They require cooperation from all stakeholders to change the present economic, social, 
and environmental realities. Consequently, governments are calling upon multinational 
enterprises (MNEs), an important private carrier of global economic growth, to assume 
responsibility and strive to contribute to the SDGs. However, such policy outreach is being 
met with varying degrees of success in different parts of the world. Thus, in order to under-
stand how the state can improve its partnership with MNE to attain the SDGs, this chap-
ter explores the ways in which policy can nudge MNEs to contribute to the first pillar of 
sustainable development, namely SDG1—to end poverty in all its forms everywhere.

SDG1 is intimately linked to SDG 8, which emphasizes that inclusive growth is neces-
sary for sustainable development. The seminal article of Kuznets (1955) demonstrated 
that too little or too much income inequality can slow down economic growth, and 
although the interrelationships between economic growth and income inequality have 
been extensively discussed since then, the above premise remains unchallenged. This 
finding is recalled, because currently, there is evidence that the income gap between the 
rich and the poor is expanding (Dabla-Norris et al., 2015). Further, the very physical 
environment supporting economic activity is being damaged unabatedly and it is claimed 
that poverty is also the root cause of this (Brundtland, 1987, p. xi). Taken together, these 
trends warn us that present day high income inequalities could jeopardize our future 
global economic prosperity, thereby highlighting the need of SDG8 for SDG1.

It is thus in the interest of the international community to come together to elimi-
nate poverty in all its forms especially as negative socioeconomic and environmen-
tal externalities do not always recognize national boundaries (for example, extensive 
migration and pollution, respectively). An appeal has therefore been launched for a dif-
ferent approach to economic growth that addresses the quality of economic progress 
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and merges economic and environmental needs with a specific focus on human devel-
opment (Hopwood et al., 2005). In other words, sustainable development calls for a 
change in the perspective of policy makers toward inclusive and equitable growth, 
prioritizing general welfare with environmental preservation, rather than only accu-
mulation of capital. Thus, although the chapter will focus on SDG1, applying the lens 
of sustainable development, it will also touch upon SDG8.

It is important to open the black box of MNEs’ impact on sustainable development 
for at least three reasons.

First, the goal post of sustainable development is to spare future generations from 
the scourge of poverty by eliminating all forms of poverty today. At first glance, the 
interrelationships between SDG1 and MNEs are far from clear. Although it is widely 
acknowledged that MNEs have contributed to the economic growth of emerging and 
developing countries through employment generation, increased local consumption 
and knowledge transfers and spillover to local firms, there are no statistics on how 
they have influenced poverty in any country. It is an issue that requires greater study.

Second, in recent times, MNEs too have come to understand that an excessive empha-
sis on profit maximization and firm growth can have detrimental effects on human life 
and the environment, and ultimately their profit as well. Sustainable development has 
thus emerged as an influential concept for firms to integrate into their business strategies 
(Hall et al., 2012). However, this calls for a major revision of basic firm principles and 
even the rules of doing business. Therefore, recognition of the need or willingness of 
MNEs to adhere to sustainable development is not yet accompanied by a clear under-
standing on the part of either the firms or the state as to how this can be best achieved.

Third, there is ample evidence that MNEs can have a negative impact on the eco-
nomic development of the host country as a function of various contextual variables 
(Rodriguez-Clare, 1996). Again, these emerge in the form of systemic externalities, 
which are always difficult to quantify or even analyze.

No wonder then the impact of MNE strategies on sustainable development via 
poverty reduction remains extremely understudied. To contribute to filling this lacuna, 
the aforementioned issue is the focus of this chapter.

A two-stage methodology is applied to address the research queries. First, a concep-
tual framework on the impact of MNE interventions on SDG1 is developed. Second, 
the framework is validated through a meta-analysis of the abstracts of articles selected 
via a scoping review of the economics and management literature. This leads to an 
in-depth understanding of the policy design features that can nudge MNEs to make 
positive contributions toward poverty alleviation.

Conceptual Framework: How MNE Impacts Poverty

The corporate sector can contribute to poverty alleviation in two ways: (1) improve 
market access to the Base of  the Income Pyramid (BoP) communities or BoP and 
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(2) invest to enhance capabilities for livelihood generation, life quality, or empower-
ment of BoP. In this chapter, we refer to the former as BoP market investment and to 
the latter as corporate social responsibility (CSR).

BoP Market Investment

Since the sighting of fortune at the bottom of the pyramid (Prahald & Hart, 2002), 
there is a growing stream of work on how MNEs can cocreate value through penetrat-
ing the BoP markets. The challenge is to satisfy BoP demand by making products 
more affordable and hence more accessible. This can be done through new technology 
designs (Ramani & SadreGhazi, 2012), novel marketing practices (Kotler et al., 2006; 
Kistruck et al., 2013; Mair et al., 2012), and even new forms of organizational govern-
ance (Jay, 2013).

Indeed, the creation of new markets or improved access to existing products for 
BoP communities can be achieved through redesign of the product and delivery plat-
form without changing the basic technology. This is closely aligned with the concept of 
“disruptive innovation” introduced by Bower and Christensen (1995) and Christensen 
(1997), wherein disruptive refers to new designs of products, processes, or business 
models, whose quality and performance do not match their high-end counterparts, but 
which nevertheless can drastically change the industrial organization. By realigning 
the existing products along an innovative business model or delivery system, entrants 
start by catering to “nonconsumers” or “low-end customers” neglected by incumbent 
firms and then expand to include mainstream consumers (Calder, 2003; Christensen, 
1997). Given that the BoP communities are largely underserved, this niche can be also 
a source of growth for MNEs (Hart & Christensen, 2002).

Despite being affordable, BoP innovations will be successful only if  they are 
accepted by the targeted consumer base. For this, BoP products must be easily avail-
able; accessible; affordable; compatible with the user’s knowledge base, skills, and 
culture; multifunctional; aspirational (i.e., be desired or demanded rather than just 
be needed); and have a relative advantage over the existing products (Prahalad, 
2006). Finally, the product’s characteristics must be compatible with the socioeco-
nomic context, robust enough for harsh BoP environments, and require only mini-
mum skills for easy use.

When an MNE focuses on the BoP, the emphasis has to be on generating mutual 
benefits for both the recipient’s community and the commodity provider, rather than 
keeping a unique focus on profit maximization of the innovating firm. Once the 
product is ready, effective diffusion may require nontraditional forms of partnership 
with other stakeholders such as public agencies and nonprofit and nongovernmental 
organizations (Brugmann & Prahalad, 2007; Franceys & Weitz, 2003; London et al., 
2006; Rogers, 1962). This is because the BoP communities might need more awareness, 
knowledge, or/and financial support to become consumers. Especially in the early 
stages to create effective demand, the BoP communities might need to be approached 
via intermediaries such as NGOs, which have established relations with them.
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Thus, the business ecosystem of an MNE in an emerging country can be illustrated 
as in Fig. 1 and described as follows. The most important stakeholders are the targeted 
mainstream consumers. In addition, a MNE must take into consideration the activi-
ties of other local firms, which may be producing either “substitutes” or “comple-
ments/complementary services.” Universities and public research institutions in the 
emerging country may provide valuable sources of qualified personnel and technical 
and scientific knowledge. MNEs may be also confronted with civil society groups and 
the media that act as citizens’ watchdogs. Their role cannot be underestimated as they 
can make or break an MNE’s reputation given the latter’s impact on local communi-
ties and the environment. The state also matters, for the MNE must address at least 
in some measure, the developmental targets of the emerging country’s government. 
Finally, the MNE must abide by the emerging country’s regulations.

CSR Investment

The World Bank defines CSR as “the commitment of business to contribute to sus-
tainable economic development, working with employees, their families, the local 
community and society at large to improve quality of life, in ways that are both good 
for business and good for development” (Petkoski & Twose, 2003). In other words, 
CSR is being pushed by governments, international bodies, and NGOs to attract the 
engagement of firms toward country-specific developmental and environmental goals 
(United Nations, 2005). Moreover, some governments have issued this call more force-
fully than others have. For instance, in India, companies making a profit of more than 
50 million Indian rupees (approximately US$815,000) have to contribute at least 2% 
toward local development by way of CSR.

Fig. 1. Business Eco-System of an MNE in an Emerging Country.
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While at first, such CSR pressures in developing countries may seem to be obstruct-
ing MNE profit generation and affirm the conventional view that a firm’s responsibil-
ity to society must be limited to its adherence to the business and tax laws of the region 
(Friedman, 1970), there is an increasing body of scholarly work that highlights the 
contrary (Hall et al., 2012; Halme et al., 2012; Ramani & Mukherjee, 2014).

Globally, Bradburn (2001) argues that MNEs are taking CSR seriously, because it 
is key to maintaining global leadership in today’s flat and intensely competitive world. 
With the Internet revolution, worldwide access to information has increased exponen-
tially and more information is being generated and becoming readily available. Thus, 
vis-à-vis all stakeholders in the business ecosystem, ranging from employees, suppliers, 
distributors, and down to consumers, it is difficult for firms to hide socially irrespon-
sible behavior or engage in unfair practices without suffering adverse consequences.

What will the CSR returns depend upon? How fast and by how much will the rep-
utational gains be translated into higher profit? The answers will of course depend 
on the nature of the CSR program, the context of the BoP ecosystem in which it 
is launched and the nature of the implementation process itself. Within the market 
for the MNE’s products and services, it can increase the consumer surplus of users, 
increase profit for the MNE and producers of complementary products, and finally, 
lower the profits of manufacturers of substitutes. Outside of the market, positive or 
negative externalities can be generated by the MNE. If  negative externalities are gener-
ated then societal stakeholders are likely to protest.

Compilation of Corpus

The corpus was built through mining three standard databases: Science Direct, 
Jstor, and Scopus, in July 2016 with the research query: “Multinational” AND 
“Poverty” in title, keywords, or abstract. Application on Science Direct in fields: 
economics, econometrics and finance, and social sciences – yielded eight articles 
of  which three were relevant. In Jstor under fields: economics, development stud-
ies, business, and technology – nothing could be obtained. Then in Scopus, the 
query was limited to articles with the terms “Multinational” AND “Poverty” in the 
title, keywords, and/or abstract in the fields: “social sciences (including econom-
ics)” published from 1974 till present and 173 documents were identified. These are 
given in Appendix A.

The evolution of the number of articles with the terms “Multinationals” and 
“Poverty” is shown in Fig. 2. As can be noted, the interest of scholars seems to have 
taken off  from the new Millennium on this topic. This also coincides with the ini-
tiation of the MDGs and a wide recognition of the role of MNE as contributors to 
development. Furthermore, the leading knowledge producers on this theme in Scopus 
are from high-income countries, indicating a demand for MNEs to respond to poverty 
even in developed countries.
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As may be recalled, the two main pathways by which MNEs can impact poverty 
reduction is through markets, that is, directly via FDI, or indirectly through build-
ing the income generation capabilities of the poor. The latter usually occurs through 
partnerships with NGOs. To test which has been more noted by scholars, we examined 
the frequency of the terms “FDI,” “interlinkages,” and “NGO” in the abstract corpus. 
Therein, the term “FDI” occurred 27 times, interlinkages and/or interlink were very 
much absent, linkage was present 4 times, while “NGO” was referred to 36 times. This 
indicates that the MNE pathway to poverty reduction is more likely to be via NGOs 
than through FDI or interlinkages.

Out of the 174 articles yielded by Scopus, only 103 articles constituting 59.20% are 
cited at least once (see Table 1). Further 49 articles are polemics and ideological debate 
without being supported by real case studies or other forms of empirical evidence. 

Fig. 2.  Evolution of the Number of Articles with “Multinationals” and “Poverty” in 
the Abstract, KeyWords, or Title.

Table 1. Features of the Corpus on “Multinational” and “Poverty.”

Number of Articles Percentage

Total corpus 174
Total corpus with more than one citation 103 59.20%
Total corpus focusing on firm’s role (out of 103) 38 36.89%a

Total corpus focusing on role of policy (out of 103) 25 24.27%a

Total corpus focusing on both (out of 103) 9 8.73%a

Total corpus focusing on neither (out of 103) 49 47.57%a

aFigures do not add up to 100% because of double counting in consideration of articles dealing with both 
firms and policy.
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Additionally, very few articles (9 out of  103) look at both sides of  the coin, that is, 
from both the role of MNE and role of policy. There is more emphasis on the role of 
firm (38 articles out of 103) than on role of policy (25 out of 103). This also reveals that 
less than a quarter of the articles on MNE and poverty consider the role of policy to 
be worthwhile of examination. In what follows only the 103 articles that have at least 
one citation have been considered.

A Meta-Analysis of the Abstracts

Meta-analysis was a seminal methodology developed by Glass (1976) who explained 
it as “the statistical analysis of a large collection of analysis results from individual 
(primary) studies for the purpose of integrating the findings” (Glass, 1976, p. 3). Since 
then the methodology of meta-analysis has evolved greatly (Hunter & Schmidt, 1990). 
However, even in its simplest form it has to incorporate four steps: (1) specification of 
the research question(s); (2) reporting of the data collected (i.e., identification of the 
population of studies to be sampled, the sampling mechanism, and the sampling of 
primary studies); (3) design of data evaluation (i.e., coding by primary study features); 
and (4) reporting and discussing the results (Cooper, 1982; Poth & Ross, 2009). Thus 
we evaluated the data, that is, abstracts, by examining the answer they proposed to two 
questions:

(1) Can policy influence the ways MNE functioning impacts poverty?
(2) If  yes, what are the conditions under which it can be positive and what are the 

conditions under which it can be negative?

To answer the queries, we first examined which articles consider policy in any form, 
with either positive or negative impact on poverty. Our findings are summarized in 
Table 2.

Table 2. Features of the Corpus on “Multinational” AND “Poverty” in Which 
Policy Mattered.

Number of Articles Percentage

Total corpus focusing on the role of policy 25 24.27%
Total corpus on positive role that policy can 

play (out of those dealing with policy)
12 48.00%

Total corpus on negative role that policy can 
play (out of those dealing with policy)

10 40.00%

Total corpus that say that it can be either 
positive or negative (out of those dealing 
with policy)

3 12.00%
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With respect to the role of policy, we find a bipolar division among scholars, with 
a few even more blurred in terms of the possible impact. Thus, a deeper meta-analysis 
was called for to understand the nature of the arguments that supported the aforemen-
tioned stances. An examination of the 25 articles that focused on the policy for MNE’s 
impact on poverty yielded the following result.

MNE can impact poverty via six different pathways:

•	FDI in mainstream industries
•	FDI directed toward the BoP
•	Public–Private Partnerships (PPP) in mainstream industries
•	PPP directed toward the BoP
•	CSR
•	Knowledge transfer

In order to identify the role of policy within each pathway, each article was associated 
with a three-component vector, where each component could be 0 or 1 representing 
absence or presence. The three components corresponded to the three broad catego-
ries: positive influence of policy, negative influence of policy, and finally policy that 
could go either way. Now we turn to these results.1

How Policy Can Play a Positive Role

A total of 12 articles provided the evidence of the positive role of policy in facilitating 
MNE’s impact on poverty. FDI is highlighted as an important pathway for poverty 
alleviation. Developing countries seek FDI to mitigate problems they face including 
poverty, unemployment, inadequate capital, low or obsolete technology, because such 
investments are believed to facilitate capital inflow and technology transfer, in the 
host economies. For instance, in Nigeria, FDI has boosted economic growth (Otto & 
Ukpere, 2014), and in Africa, as such, FDI has lowered the poverty via employment 
generation (Asiedu & Gyimah-Brempong, 2008). That said, the success of FDI is also 
dependent on the host country’s economic system. FDI can help developing countries 
reap the benefits of globalization, but it is also important that host country govern-
ments ensure that policy protects and gives impetus to local industries to benefit the 
same, particularly in agrarian societies where catch-up is most necessary (Kaothien & 
Webster, 1999).

The second pathway for MNE to impact poverty is via PPP. Over the last three 
decades, there has been a perceptible shift in public policies to promote developmental 
concerns, because of the repeated failures of government programs to diffuse basic 
amenities among the BoP communities in developing countries. These gaps can be 
bridged by forming PPPs involving MNEs.

The third pathway and perhaps the one that has a more direct impact on poverty is 
CSR. MNEs traditionally followed an international corporation model, whereby they 
built strong relationships with host country governments. However, this is not enough 
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in the globalized world, where challenges like climate change and poverty transcend 
national boundaries. These challenges need MNEs to rework the notion of corporate 
citizenship in a globalized economy (Maerki, 2008).

The fourth pathway identified is knowledge and technology transfer. Shivarajan 
and Srinivasan (2013) identify the poor as valuable suppliers, specifically of intellec-
tual property, who are unable to participate in a global knowledge network due to pov-
erty and identify social inclusion in these networks as a means of poverty alleviation.

The above discussion is summarized in Table 3.

How Policy Can Play a Negative Role

The negative impact of the policy for poverty alleviation was discussed in detail in 
nine articles, which have been summarized in Table 4. As for the positive impact of 
policy, the negative impacts were explained via the pathways of FDI, PPP, and CSR. 
However, knowledge transfer was not identified as a pathway for the negative impact 
of policy.

The negative impact via FDI or PPP could be due to one of three possible reasons. 
First, it could be due to the shortcoming of the host country’s policy. Second, the 
local context could provoke a suboptimal systemic response to the MNE intervention. 
Third, the strategy of MNE itself  could be at fault. The literature provides evidence of 
all the aforementioned possibilities and we turn to each of them now.

Corruption in developing countries is a major problem. According to the World 
Bank, bribery in countries like Nigeria, Kenya, and Venezuela stands at over $1 trillion 
per year accounting for up to 12% of the gross domestic product (GDP) (Nwabuzor, 
2005). Similar figures plague many other countries as well, which means that MNE’s 
investment in developing countries will be diverted toward paying bribes rather than 
contributing to local development unless this problem is addressed. Corruption as a 
negative externality affects all pathways and eventually affects MNE’s functioning in 
the host country as well.

Whenever state’s policy does not ensure workers safety, then MNEs can also do 
harm. According to Sass (2000), globalism and the neoliberal political agenda is seep-
ing into public policy making it lax about the work environment in order to favor firm 
profit maximization. This is leading to the deterioration of working conditions and 
worsening of government regulatory instruments for protecting workers from physi-
cal, mental, and social risk and harm in the workplace. This is especially true for for-
eign migrant workers, who are usually the most vulnerable.

Bad governance, in general, can undermine all MNE’s efforts toward local develop-
ment. In countries with poor governance, lack of national macroeconomic planning 
and management, inequitable resource allocation, and a hostile environment, even 
well-intentioned CSR can have negative consequences. For example, Ite (2004) shows 
through the case study of Shell in Nigeria that though it was well intentioned, because 
of the local context and the mistakes made by the concerned actors, CSR damaged the 
local communities, politically, socially, and economically.
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Beyond local governance, the context of the developing country itself may not be propi-
tious to generate the highest social returns from MNE’s investment. Anti-state conflict within 
a developing country could pose a hazard to the activities and the positive impact of FDI, as 
it happened in the mining industry in Philippines (Holden & Jacobson, 2007). The govern-
ment wanted FDI in the mining sector; however poverty provoked armed groups’ havocked 
violence on the MNE. Thus, policy must try to mitigate poverty and exclusion so that the 
positive impact of MNEs is not undermined by violence.

Finally, the strategy or even presence of the MNE may not be a good fit for the context, 
because of the negative externalities generated. For example, implementation of Ghana’s 
national Structural Adjustment Program (SAP) aimed to promote the expansion of large-
scale gold mining through foreign investment involving incentives like tax breaks. However, 
the rapid rise in exploration and excavation activities increased conflicts between mining 
parties and displaced thousands of subsistence artisanal miners (Hilson & Potter, 2005).

Similarly, even in developed countries like Canada, Zuberi (2011) reports that the 
outsourcing of maintaining a core of hospital support workers to multinational cor-
porations led to an increase in the proportion of contractual workers in hospitals 
compared with permanent staff. Under nonpermanent job contracts, workers took 
home drastically reduced salaries. Unsurprisingly, this had deleterious consequences 
on these workers, their families, and the healthcare system.

Bonté (1975) observed that the control of The Societe Anonyme des Mines de Fer 
de Mauritanie (MIFERMA), a European mining consortium, over the mining sector 
in Mauretania, generated huge profits for the MNE that in turn contributed to one-
third of the state budget. However, as MIFERMA increased its output, local French 
units had to close down due to lack of profitability.

The water privatization program in South Africa initiated by private water com-
panies and supported by the World Bank was targeted toward providing safe water. 
However, as observed by Pauw and McMahon (2003), although it improved the water 
access for some communities, it worsened the availability and affordability of water for 
the BoP. The poor, who were unable to buy the water, ended up using and consuming 
polluted lake and stream waters leading to a devastating cholera outbreak. Thus, in 
the end, it cost the government millions of dollars to remedy the negative externalities 
triggered by the privatization policy.

MNEs are also trying to address societal concerns by formulating protocols of con-
duct for the corporate sector, but this is far being effective. For instance, attempts by 
MNEs to show their responsibility in the coffee sector, to protect the interests of the 
producers, has only led to an increase in the documentation on codes of conduct and 
protocols without real gains to the local producers (Kolk, 2005).

How Impact Can Be Both Good and Not so Good

FDI is usually attracted to some but not all sectors in an economy. Thus, when it 
arrives, it could lead to unbalanced growth or benefits accruing to workers of some 
sectors only. With regard to the experience of Mexico and Brazil in the 1970s, Alarcon 
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and McKinley (1992) show that what has been neglected in the whole process of 
development that is dependent on FDI is the opening and restructuring of the host 
economies through strategic reforms. This has to be implemented along the lines of a 
comprehensive strategy of development that can promote balanced growth among the 
different sectors of the economy and at the same time raise the standard of living of 
a great majority of the population. Otherwise, without a balanced growth among the 
different sectors of the economy, FDI may have negative impacts.

MNEs are being increasingly solicited for urban infrastructural projects via PPP. 
While PPP permit the gathering of expertise and resources required for implemen-
tation of major infrastructural projects, unless they are implemented well, the out-
come may generate negative externalities as well. An examination of PPP to improve 
the supply of water and sanitation supply to urban and peri-urban areas of devel-
oping countries leads Hall and Lobina (2007) to conclude that the more innovative 
approaches to extending connections come from communities, public authorities, and 
political activity, rather than MNEs. Indeed, contract design with the MNEs is very 
crucial in determining its engagement with the project, and the governance of the PPP 
determines the efficiency of its functioning.

Similarly, MNEs are being solicited to invest in CSR, but to alleviate poverty CSR 
must be coordinated with other public programs for development. Otherwise pov-
erty will not be reduced. For instance, the Niger Delta region is among the poorest 
regions of Nigeria. The Shell Petroleum Developing Company, which is the Nigerian 
subsidiary of Royal Dutch Shell, has significantly improved the lives of the local poor 
through its CSR programs. However, Amadi and Abdullah (2012) point out that the 
Nigerian government, which earns very high revenues from oil, has not supplemented 
such efforts by taking concrete steps to address the needs of the local communities not 
covered by the CSR program. Thus, poverty remains.

Another dimension of the policy conundrum for sustainability is well highlighted 
by Trisoglio and Ten Tate (1993) who point out that sometimes governments have to 
choose between prioritizing trade or environmental preservation. Government poli-
cies with respect to subsidies, taxes, and prices will crucially affect the extent to which 
MNE’s impact in host countries is Green.

The aforementioned arguments are summarized in Table 5.

Conclusion

In international business and economics, there is an extensive literature on how FDI 
MNE–local firm linkages contribute to industrial capabilities and economic growth. 
However, their impact on SDGs through capacity building is hardly studied. This 
knowledge gap cannot be left unattended, because national governments are calling 
upon MNEs to assume their responsibility and contribute toward the SDGs. Thus, 
to give some insight on how this may be effectuated by profit maximizing MNEs, 
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this chapter examined the social sciences literature and identified the pathways by 
which MNEs contribute to SDG1 and the role of policy in nurturing this process. The 
insights provided by our study are captured in Fig. 3.

MNEs can be nudged to contribute to SDG1 via four pathways, FDI, PPP, CSR, 
and knowledge transfer, as shown in Fig. 3. All these pathways have significant poten-
tial to contribute to SDG1. However, the potential impact may not be realized due to 
the inappropriate strategies of the MNE, the drawbacks of the policies of the host 
government, and/or the systemic challenges of the host country context.

First, through appropriate policy, FDI can be made to not only contribute to eco-
nomic growth but also to inclusive development. Our study has confirmed instances 
where through astute steering of foreign capital inflows and technology transfer FDI 
can contribute to SDG1 via employment generation for the poor. To multiply the 
occurrence of such positive impact, it is necessary to develop new strategies to attract 
FDI that serve the business interests of MNE while protecting the national develop-
ment agenda.

The second pathway for MNE to impact poverty is via PPP. As governments strug-
gle without complete success to provide basic amenities to the BoP communities in 
developing countries, public policy has seen a shift to promote partnerships with the 
private sector in the form of PPP. However, this chapter points out that PPPs are a 
like a double-edged sword and examples have been given to demonstrate that unless 
there is effective monitoring, the interests of the very populations that they are meant 
to serve could be put at a great risk. Therefore, contract design and governance are 
keys in PPPs to ensure that MNEs do not exploit the partnership for their own ends.

Table 5. Impact Can Go Either Way—Positive or Negative.

Positive/Negative Type of Policy Feature Authors

PPP in 
mainstream 
industries

Exit clauses of MNE from PPP must be carefully 
framed to minimize risk of moral hazard; 
however, too many clauses may disincentivize 
formation of a PPP in the first place (Water and 
sanitation, Africa and Latin America)

Hall and 
Lobina 
(2007)

FDI directed 
toward the BoP

Government should complement the efforts of the 
MNC (Shell) both in the region and across the 
country; otherwise returns to FDI to BoP may 
be suboptimal.

Amadi and 
Abdullah 
(2012)

FDI in 
mainstream 
industries

Pricing, subsidies, and taxation policies can be 
used for greening the economy. However, they 
have to be designed correctly; otherwise they 
may undermine sustainable development.

Trisoglio and 
Ten Tate 
(1993)

FDI in 
mainstream 
industries

Appropriate structural adjustment programs have 
to accompany the process of liberalization to 
attract FDI (e.g., Mexico and Brazil)

Alarcon and 
McKinley 
(1992)
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The third pathway is that of CSR and is perhaps the one that has the most direct 
impact on poverty. CSR is slowly being seen by MNEs, not as a hindrance to profit 
generation, but as a means to develop a competitive advantage. Again, here the posi-
tive role of policy has been highlighted—if policy is not efficient, the returns to CSR 
could be suboptimal.

The fourth pathway identified is knowledge and technology transfer, which 
addresses the need for the inclusion of the poor in global knowledge networks. This 
can be enhanced by MNE interventions to build capabilities and provide access to 
information and technology to the BoP.

To conclude, this study should be considered only as a step toward exploring how 
MNEs can contribute to SDGs. It has proposed multiple perspectives on effective or 
ineffective nudge strategies for better policy design and these require validation. Thus, 
its limitations can be regarded as avenues for further study. First, the main findings of 
this study should be confirmed with policy makers. For instance, though the impact 
of PPP as a means of MNE functioning has been evoked a number of times in the 
literature, little has been mentioned about the role of policy on poverty alleviation. 
Likewise, more research is needed on how to maximize the CSR impact from a policy 
perspective. Second, this chapter presented a meta-analysis of abstracts compiled from 
a search query on title, keywords, and abstracts. A larger search is required to have a 
more comprehensive vision of the findings of the vast literature on policy implications 
to incentivize MNEs. Lastly, the chapter has proposed nudge strategies that should be 

Fig. 3. MNE Pathways to Contribute Toward SDG1 and the Impact Impediments.
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further validated by interviews with MNEs to facilitate adoption and implementation 
of such strategies toward realizing SDG1.

Note

1. The references for the articles cited in this section (that is our corpus) can be found in 
Appendix A.
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