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1 INTRODUCTION 

 

In this chapter we will introduce the topic and explain the background of 

our thesis. We will also define the general problem, purpose and scope of 

the thesis.  

 

 

1.1 BACKGROUND  

 

The main focus of every business organization has been how to create 

economic values in order to achieve profitable business activity. By doing 

so companies fulfil the financial satisfaction of their shareholders and the 

profit is seen as compensation for the shareholders’ risk to invest their 

capital in business enterprise. 

 

According to many authors companies’ interaction with the society can be 

viewed through the creation of jobs, paying the wages and taxes to the 

government (Smit, 2003, De Witt and Meyer, 2003). On the other hand, 

there are authors that claim that the companies in addition to their 

economical and legal obligations towards their owners and governments 

have to take more proactive role regarding their corporate social 

performance (Carroll, 1989, Marrewijk, 2003).   

 

“Social responsibility is the awareness that business activities have an 

impact on society, and the consideration of that impact by firms in decision 

making” (Skinner and Ivancevich, 1996:116). These authors view the 

social responsibility concerns of business through the business 

responsibility to consumers, employees, the environment and investors. 
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Ferrel and Hirt (1993) point out that the business has the obligation to 

maximize its positive and minimize its negative impact in society. 

According to these authors a business that has maximising profits as a sole 

objective is not likely to consider its social responsibility. 

 

“As organisations become more increasingly global, it is becoming more 

and more difficult to ensure ethical integrity in the supply chain, and to 

take an ethical approach to managing the workforce that extends beyond 

organisational, national and cultural boundaries” (Legge in Winstanley, 

Clark and Leeson, 2002:210). 

 

The process of globalisation globalises the issue of corporate social 

responsibility. The outsourcing of the business operations to the 

economically undeveloped countries makes the issue of corporate social 

responsibility even more important. By shifting their business activities to 

the countries with the low level of legal standards and inadequate 

awareness about human rights and ecology the multinational companies 

also transfer their corporate social responsibility. 

 

“Customers today increasingly vote against firms, they view as socially 

irresponsible by not buying their products” (Ferrel and Hirt, 1993:33). 

According to Skinner and Ivancevich (1996) when customers make a 

purchase they cast a vote for a product and consequently give an approval 

for the company providing this product.  

 

Corporate social responsibility has become a popular topic among 

academics and within the business world. Big corporate scandals such as 

Enron, British Petroleum and Parmalat have shocked the public worldwide 
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because they revealed the lack of social, ethical and environmental 

corporate concern.  

 

The major nongovernmental organizations and their constant campaigns 

are aimed to promote global awareness about the impact of companies 

regarding the human rights and ecological issues. 

 

This interaction between nongovernmental organizations and corporate 

social responsibility has not been adequately explored in the business 

literature (Smith, 2003, Marrewijk, 2003). The reason why we have chosen 

to study this interaction is our wish to contribute to the better understanding 

of the companies’ social performance. . In our opinion, the role of 

nongovernmental organizations ought to be of importance when it comes to 

corporate social responsibility. 

 

With the above-mentioned reasoning in mind, we have elaborated our 

research questions, which we have the intention to analyze. These 

questions we will present in the next chapter. 

 

           

 

1.2 PROBLEM  

 

The general problem of this thesis can be formulated in this question: 

 

 

What are the main activities of nongovernmental organizations in 

relationship to corporate social responsibility? 
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In order to address the problem formulated above and to achieve the 

purpose of this thesis we have stated these sub-questions:  

 

1) What is the corporation’s role in the society? 

2) What is the content of corporate social responsibility? 

3) What is the essence of nongovernmental organizations? 

 

 

 

1.3 PURPOSE 

 

The purpose of this thesis is to explore the role of nongovernmental 

organizations regarding corporate social responsibility. By exploring the 

issue of corporate social responsibility this thesis will attempt to investigate 

and identify main activities of nongovernmental organizations concerning 

corporate social responsibility phenomenon.  

 

1.4 SCOPE 

 

Our main focus will be the nature of relationship between nongovernmental 

organizations and the corporate world regarding the respect of basic human 

rights and environmental issues in economically underdeveloped countries. 

We concentrate on the following issues: child labour, nondemocratic 

governments, low wages, environmental damage and poor working 

condition because this issues are among the most important ethical issues in 

international business (Guvenly and Sanyal, 2002). In order to explore 

these topics we choose to focus on the following five companies: IKEA, 

ERICSSON, NIKE, SHELL and SEAN JOHN in order to investigate 

updated information connected with our research objectives.
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2 METHODOLOGY 

 

 

In this chapter we will describe the philosophy of science, type of research, 

and types of documents that we used for our thesis. . In addition, this 

chapter will deal with our practical mode of procedure when collecting the 

research data. The aim of this chapter is provide to the reader the 

opportunity to critically examine our scientific methods and procedure. 

 

 

2.1 THEORY OF SCIENCE 

 

Positivism and hermeneutics are two major perspectives of science widely 

accepted among researchers. Positivism’ aim is to establish general laws 

while hermeneutics give emphasis to the subjective perspective of 

researcher. 

 

Positivism focuses on the view that “science is the only valid knowledge 

and facts the only possible objects of knowledge; that philosophy does not 

posses a method different from science; and that the task of philosophy is 

to find the general principles common to all the sciences and to use these 

principles as guides to human conduct and as the basis of social 

organization” (The Encyclopaedia of Philosophy, 1972:414). 

 

Hermeneutics interpret the reality in order to understand the phenomenon. 

Hermeneutics has its roots in the study of the general principles of biblical 

interpretation in order to discover the truth and values of the Bible. 
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According to Filosofilexikonet (1988) Schleiermacher viewed 

hermeneutics as interpretation of all texts that are the products of the 

human mind. The same lexicon defines hermeneutics as the art of 

interpretation and the learning of understanding.  

 

Sarantakos (1998) points out that the central point of hermeneutics 

approach is verstehen (understanding). The same author emphasises that 

Max Weber expanded the idea of understanding texts to understanding 

people and social life in general. 

 

According to Punch (1998) social science is the scientific study of human 

behaviour and it includes five basic social sciences:  psychology, 

sociology, anthropology, economics and political science. 

 

The issue of corporate social responsibility is without any doubt an object 

of social science because it involves the human behaviour in social life. 

Corporate social responsibility particularly involves economics, sociology 

and political sciences.   It is our aim to get a better understanding of this 

social phenomenon and that is why we choose the hermeneutics approach 

in this thesis. 

  

 

2.2 TYPES OF RESEARCH   

 

According to Punch (1998) there are two main scientific research 

approaches regarding science, quantitative and qualitative research. 

 

Sarantakos (1998) states that quantitative research is based on positivism 

and neopositivism and that this type of research employs quantitative 
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measurements and statistical analysis. The same author views that 

qualitative research refers to methodological approaches such as 

phenomenology, hermeneutics and social interactionism and that this 

research employs non-quantitative methods of data collection. 

 

Punch (1998) describes quantitative research as empirical research that use 

the data in the forms of numbers and qualitative research as empirical 

research that use the data that are not in the forms of numbers. 

 

“Research problems focusing on uncovering a person’s experience or 

behaviour, or where we want to uncover and understand a phenomenon 

about which little is known, are typical examples of problems requiring 

qualitative research”(Ghauri P., Grönhaug K., Kristianslund I, 1995:85). 

 

QUALITATIVE METHODS QUANTITATIVE METHODS 
Emphasis on understanding 
Focus on understanding from 
respondent’s point of view 
Observations and measurements in 
natural settings 
Subjective “insider view” and 
closeness  to data 
Explorative orientation 
Process oriented 
Holistic perspective 
Generalization by comparison of 
properties and context of individuals 
organism 

Emphasis on testing and verification 
Focus on facts and/or reasons of 
social events 
Logical and critical approach 
Controlled measurements 
Objective “outsider view” distant 
from data 
Hypothetical-deductive; focus on 
hypothesis testing 
Result oriented 
Particularistic and analytical 
Generalization by population 
membership  

 

Table 1: The difference in emphasis in qualitative versus quantitative 

methods (Ghauri, Grönhaug, Kristianslund, 1995). 
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According to Ghauri, Grönhaug, Kristianslund, (1995) qualitative methods 

emphasis on understanding and quantitative methods on testing and 

verification. The same authors point out that qualitative methods involve 

subjective approach awhile quantitative methods are based on objective 

perspective. 

 

We used qualitative type of research for our thesis. Our opinion is that 

qualitative research approach is suitable to analyze corporate social 

responsibility as a social phenomenon. Our aim is to explore corporate 

social responsibility as a significant component of interaction between 

society and the business world. 

 

2.3 TYPES OF DATA 

 

The data that can be used for qualitative studies can be primary and 

secondary. Sarantakos (1998) points out that primary data are information 

gathered by the researcher from the original source and the ways to collect 

this data are interviews, surveys and the direct observation. 

 

Sarantakos (1998) uses term secondary material for documents that are not 

primarily created for the research in which they are used. According to the 

same author the secondary data are public documents, archival records, 

personal documents, administrative documents and formal studies and 

reports related to the research topic. Public documents include statistics, 

Court archives, prison records, mass media and literature. Archival records 

are service records and records of organization. Personal documents 

include life histories, diaries and memoranda. Administrative documents 

are proposals, memoranda, progress reports and agendas. 
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Ghauri P., Grönhaug K., Kristianslund I., (1995) point out that the major 

advantage of using secondary data is saving in time and money. The same 

authors state that the secondary data can suggest suitable methods or data 

to deal with a specific research problem. On contrary, disadvantages of 

secondary data are the fact that these types of data have been collected for 

other studies with different objectives and may not entirely be suitable for 

the current research. 

 

At the preparation stage of our thesis we choose to use primary and 

secondary data for our thesis. Therefore, we contacted 17 companies 

(Skandia, H&M, Volvo, Arla Food, Scania, Astra-Zeneca, Ericsson, 

IKEA…) in order to arrange the interview regarding our topic. 

Unfortunately, we received just two answers and these interviews would be 

conducted in February 2004. We could not wait that long and we made a 

choice to use secondary data for our thesis and we believe that this type of 

data gave us an opportunity to accomplish our research goal.  

 

Axelsson (2000) acknowledges that there are four ways for collecting data 

in the qualitative studies: direct observation, participating observation, 

interviews and the study of documents. Denzin and Lincoln in Punch 

(1998) use the term “qualitative empirical materials” that include interview 

transcripts, recordings and notes, observational records and notes, 

documents and the products and records of material culture, audio-visual 

materials and personal experience materials. We used the study of 

documents to collect the necessary information for our thesis. 

 

Our thesis is based on data collected from business and social literature, 

reports and articles related to our thesis. We gathered the data relevant for 
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our thesis through the secondary data that include books, research articles 

and electronic data from Internet.  

 

In order to make even clearer to the reader our modus operandi regarding 

the scientific procedure, we will present in the next chapter a description of 

our way to conduct the scientific research.  

 

 

2.4 OUR APPROACH 

 

At the first stage of our research we collected the data needed for the 

theoretical framework of our thesis. The main three topics that we 

investigated were: 

 

1) Corporate social role (shareholder and stakeholder theory) 

2) Corporate social responsibility  

3) Nongovernmental organizations. 

 

The collection of data was based on literature related to our topic that was 

available in the library and the EBSCO Host Research Database where we 

performed the searches using the following keywords: corporate social 

responsibility, nongovernmental organizations, human rights, 

environmental protection, stakeholders and shareholders. 

 

After the providing of theoretical framework we moved towards the second 

stage of our research where our main intention was to choose the cases of 

companies that will give us information about the interaction between 

corporate social responsibility and nongovernmental organizations. We 

decided to relate the issues of child labour, nondemocratic governments, 
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low wages, environmental damage and poor working conditions and relate 

them with international companies that conduct their business operations in 

economically underdeveloped countries. We decided to select the 

companies that are well known and that come from different industries and 

geographical regions. 

 

Following these criteria we chose to investigate:  

1) IKEA (the furniture producer from Sweden) and child labour in Asia 

2) Ericsson (the telecommunication producer from Sweden) and 

nondemocratic government in Myanmar 

3) Nike (the sports goods producer from the U.S.A.) and the issue of low 

wages in Asian countries   

4) Shell (the oil producer from Holland) and the environmental damage in 

Nigeria 

5) Sean John (the clothes producer from the U.S.A.) and the poor working 

conditions in Honduras. 

 

We also investigated the examples of nongovernmental organizations 

related to these five chosen companies in order to understand the 

interaction between these companies’ social responsibility and the impact 

of nongovernmental organizations regarding the specific examples of 

human rights abuse and environmental damage. 

We also included the example of Amnesty International in order to show 

the perspective of such prominent nongovernmental organization regarding 

these issues. 

 

The third stage of our research was the analysis of the secondary data 

collected in the previous stages with the aim to link the theoretical 

framework of our thesis and cases studies. 
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3       THEORETICAL FRAMEWORK 

 

In this chapter we will research the different approaches about the 

corporations’ role concerning to society, specifically the Shareholder and 

Stakeholders theories (both normative theories of corporate social 

responsibility) dictating what a corporation’s role ought to be. Moreover, 

we will present in deep the theory construction about Corporate Social 

Responsibility (CSR) and nongovernmental organizations (NGOs).   

 

 

3.1 CORPORATION’S ROLE 

 

What is the role of companies in the today’s society? This issue has been 

hardly discussed among academics, consultants and corporate executives 

and they have not yet reached an agreement about it. 

 

“Should companies seek only to maximize shareholders value or strive to 

serve the often conflicting interest of all stakeholders? Guidance can be 

found in exploring exactly what theory does, and does not say” (Smith, 

2003:85). 

 

Considering the fact that there are many points of view regarding this topic, 

we will introduce two main theories, which attempt to define what a 

corporation’s role ought to be: Shareholders and Stakeholder theories. 
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3.1.1 SHAREHOLDER THEORY 

 

The essence of this theory is that the purpose of corporations is to make 

profit for their shareholders. According to this perspective companies are 

profit-oriented establishments and the only exclusive social responsibility 

of business is to make profits by using the companies’ resources in legal 

activities. Profits are the reward to the people that take the risk investing 

their capital necessary to run the company. The other important aspect of 

this theory is that the managers have the task to use this capital in order to 

increase the company’s profit and share values (Smith, 2003). De Wit 

(2003) agrees with Smith by stating that the main reason for companies’ 

creation is to serve the interests of shareholders. 

 

From the shareholders viewpoint the firms’ main goal is profitability. To 

illustrate this goal we can use the example of Coca-Cola’s mission state 

and the following proclamation: “we exist to create value for our share 

owners on a long-term basis by building a business that enhances the Coca-

Cola company trademarks” (Omran et al, 2002:318).  

 

Coca-Cola emphasises in its strategy that company’s duty is to engage all 

available resources in order to make profit for its shareholders. This 

strategy does not involve the unawareness about its stakeholders. On the 

contrary, Coca Cola develops a good relation with all stakeholders and that 

is done in the interest of shareholders (de Wit, 2003). 

 

The Shareholder theory has been misinterpreted in many ways. According 

to Smith (2003) there are three myths that have led to create 

misunderstandings about what this theory really means. First, the 

opponents of this theory criticized it because according to them the 
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shareholder view encourages management executives to do anything in 

order to achieve profits. Second of all, the theory has received critics 

because it promoted short-term goals for businesses. 

 

Finally, adversaries argue that shareholder theories forbid spending money 

in charitable projects or investing in improvement of employee’s self-

confidence. According to Smith (2003) all of this is not true because even 

though the shareholder theory support the idea of profitability as the 

companies’ only goal it has to be achieved by performing in legal activities. 

Smith also explains that this theory encourage companies to engage their 

goals both in short and long term. The same author points out that 

shareholder perspective consider that charity and human resources are good 

investments if it brings good publicity to the company and encourage 

employees to do better. 

 

In our opinion, shareholder theory can be viewed as a perspective where 

the main (maybe the only one) purpose of the companies is increasing the 

investment of their shareholders that are taking the risk in a possible failure 

of the firm. A good relation with stakeholders is due in enlightened self-

interest. 

 

 

3.1.2 STAKEHOLDERS THEORY 

 

At the other pole of the debate, de Wit and Meyer (2003) argue that 

shareholders, employees, suppliers, banks, costumers, government and the 

community hold a stake in organizations and therefore corporations have to 

take into account stakeholders’ interests and values. 
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Business should be seen as joint ventures among all these actors. 

Concurring with this position Smith (2003) asserts that companies have 

responsibility to both shareholders and stakeholders because they are 

involved (directly or indirectly) in a company’s wealth creating and 

activities. 

 

A company would be considered as stakeholders-focused when it can 

satisfy the interests of its shareholders as well as the involved groups 

around it.  For instance, the Cadbury Schweppes describe its mission in the 

following words: “Our task is to build upon our tradition of quality and 

value and to provide brands, products, financial results and management 

performance that meet the interest of our shareholders, customers, suppliers 

and the communities in which we operate” (Omran et al, 2002:318). Our 

opinion is that this statement could be seen as a good example of 

stakeholders-oriented firm. 

 

Stakeholder theory has been severely criticized. According to Smith (2003) 

its opponents have alleged that stakeholder perspective does not encourage 

companies to seek profitability. Even though the stakeholder theory’s goal 

is the company’s continued existence, this goal can only be achieved by 

balancing the interest of all stakeholders (including the shareholders whose 

interests are typically reached through money).  

 

While there is an agreement among academics about the importance of 

corporate stakeholder approach, it has not been the same consensus about 

the definition and classification of the individuals and constituencies that 

represent stakeholders.  
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Freeman and Reed (1993) propose two definitions of stakeholders. In the 

first definition these authors define the wide sense of stakeholders as any 

identifiable group or individual who can affect the achievement of an 

organization’s objectives or who is affected by the achievement of an 

organization’s objectives (public interest groups, protest groups, 

government agencies, trade associations, competitors, unions, as well as 

employees, customer segments, shareowners). 

 

The second definition describes the narrow sense of stakeholders as any 

identifiable group or individual on which the organization is dependent for 

its continued survival (employees, customer segments, certain suppliers, 

key government agencies, shareowners, certain financial institutions). 

 

Freeman (in Carroll, 1989) considers that the principal stakeholders are 

owners, suppliers, customers and employees. From this narrow view 

different authors have extended the stakeholders’ list. Thus, Brytting 

(1998) writes that organizations are consisted of a coalition of different 

stakeholders that contribute to the organization’s activity. The author uses 

the following figure to describe this coalition of stakeholders: 
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        Society 

        Owners 

   Environment 

   Competition 

      Employees 

      Suppliers 

      Customers 

CORPORATION

 

Figure 1: Coalitions of Stakeholders (Brytting, 1998). 

 

 

Carroll (1989) provides a division between primary and secondary 

stakeholders. According to this author the primary stakeholders are owners, 

suppliers, employees, and customers; and the secondary stakeholders are 

environmental groups, society at-large, media, local community groups, 

social interest groups, consumer groups. 

 

In an updated view Berry, Carson, and White (2003) presented at the 

Corporate Social Responsibility & Environment Conference, in UK, a list 

of the different types of stakeholders present at corporate level policy, 

industry level policy, and government policy. Thus, stakeholders in a 

corporate level are managers, executives, shareholders, owners, employees, 
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suppliers, government, nongovernmental organizations, local communities, 

and society. In an industry level stakeholder are industry association, large 

members, donors, related industries, non-members, government, 

nongovernmental organizations, affected communities, citizen and society. 

Lastly, government policy stakeholders are government policies makers, 

other government departments, independent experts, corporations, 

nongovernmental organizations, communities affected, citizen and society. 

 

According to de Wit and Meyer (2002) stakeholder theory can be summed 

up in few words, thus, the main features of this perspective are emphasis on 

responsibility over profitability, organizations are seen as joint-ventures, 

organizational purpose is to serve all parties involved, the measure of 

success is the satisfaction among stakeholders, the major difficulty is 

balancing interests of various stakeholders, corporate governance is done 

through stakeholder representation, stakeholder management is 

concentrated both on the end and means, the social responsibility is both 

individual and organizational and the society is best served by pursuing 

joint-interests.   

 

Shareholder and Stakeholders theories are both normative theories of 

corporate social responsibility, dictating what a corporation’s role ought to 

be (Smith, 2003). However, they hold diverse points of view, as we could 

see in the previous discussions.  

 

We agree with the opinion that the shareholder theory is primarily focused 

on profitability and the social role of the company is to provide jobs, 

produce goods and services, pay taxes and obey the law. Therefore, 

companies cannot substitute the governmental social role. 
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Our opinion is that the stakeholder theory proposes that companies have to 

satisfy the interests of all stakeholders including the shareholders and we 

believe that the stakeholder theory encourages companies to be proactive 

regarding their societal role.  

 

After the analysis of both shareholder and stakeholder theory we will in the 

following chapter explore the theory about corporate social responsibility. 

 

3.2 CORPORATE SOCIAL RESPONSIBILITY 

THEORY 

 

“Corporate social responsibility means something, but not always the same 

thing to everybody”. Vataw and Sethi (in Marrewijk, 2003:96). 

 

There is no consensus about what Corporate Social Responsibility means 

among academics. According to Marrewijk (2003) the broad scope of 

corporate social responsibility make elusive to find an exact definition; 

moreover there is not a well-structured framework about it. We judge 

convenient to provide a short introduction of corporate social responsibility 

history before the presentation of some corporate social responsibility 

definitions. 

 

 

3.2.1 BRIEF HISTORY OF CSR 

 

“Historical perspective offers knowledge that produces not dogmatic 

certitude but diagnostic skill, not clairvoyance but insight” (Schlesinger, 

2003:1). 
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The Centre for Business Relationship, Accountability, and Sustainability in 

UK (BRASS) went way back in its attempt to find the antecedents of 

corporate social responsibility. According to them the history of social 

concern about business is as old as business itself. It can be traced back 

almost 5,000 years. In Ancient Mesopotamia and Greece were introduced 

codes and laws to punish severely businessmen, builders, innkeepers or 

farmers if their negligence caused the deaths of others, or major problems 

to general public. In Ancient Rome senators complained about the failure 

of businesses to contribute enough taxes that were needed to support their 

military operation. However, there is no doubt that industrial revolution 

and its impacts on society and the environment brought a new dimension 

about the corporate social performance. (http://www.brass.cf.ac.uk).   

 

As we could see the relation between corporations and society has been 

discussed since long time ago. Smith (2003) agrees that corporate social 

responsibility is not a new idea; on the contrary it has been object of study 

for academics at least a century ago. Corporate Social Responsibility as 

academic issue has been was extensively discussed in the last forty years of 

the twentieth century.  In this period United Kingdom (UK) and United 

States of America (USA) took a significant role in the trade world and 

consequently it is important to have a look in their business history related 

to corporate social responsibility. Thus, we will present the evolution of 

corporate social responsibility over the last century in the UK and the USA. 

We will start with the British story. 

 

The famous writer William Blake (Smith, 2003) used the statement “dark 

satanic mills” to describe the dreadful conditions for English’s workers at 

the end of nineteenth century. Smith provides an excellent story about 
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some of the first social responsible behaviors for a company. Daniel Salt 

and Sons owned one of the biggest textile companies in Bradford. Sir Titus 

Salt founded this company in 1851, just outside of Bradford, then the 

world’s wool capital. It was also the most polluted town in England. The 

average life expectancy in this town was just 20 years. Factories 

contaminated air and rivers and the people were suffering from to cholera 

and typhoid. In reaction to such conditions Titus Salt decided to build a 

new factory out of Bradford. In fact he built the small town around his new 

factory (this included almost thousand houses for their workers, as well as 

church, hospital, school, and a park). 

 

George Cadbury and William Lever also founded small towns, which 

provided workers and their families a better place to live (Smith, 2003). 

Nonetheless, while Salt, Cadbury and Lever would not have been familiar 

with the term of corporate social responsibility ; they clearly supported the 

fundamental idea embedded in corporate social responsibility; they could 

be considered as pioneers of corporate social responsibility .  

 

Since those first steps, Britain has been working hard to build up serious 

corporate social responsibility policies. According to Aaronson (2003) 

British government has encouraged its corporation to act ethically both 

domestic and global. A Jr. Minister is in charge to develop and coordinate 

corporate social responsibility policies.    

 

Smith (2003) explains how a similar pattern also emerged in the United 

States. We will use a paper published by History Associates Incorporated 

(2003) to illustrate the evolution of corporate social responsibility in the 

United States in the last century. 
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In the 1920s American authorities fought a battle against forgers of 

medicines and food. The 1930s increased public stock ownership and it 

brought a new phenomenon where companies were run not by well known 

and famous founders as Ford, but by professional managers that felt no 

special commitment for the social impact of their activities. 

 

Policymakers intervened by introducing laws, which stated minimum wage 

scales, collective bargaining, and workman’s disability compensation. 

After the Second World War, Americans enjoyed the two decades of 

economic prosperity.  

 

However, the 1960s and 1970 in the USA were characterized by scandals 

such as environmental disasters, product safety, and racism. This situation 

created a new wave of mistrust towards corporations and government.. 

 

In the 1980s Milton Friedman published his work, where he argues that 

companies have to use their resources in create better products, generate 

jobs, and increase the living standards. Friedman also states that companies 

accomplish their moral obligations by obeying the law and by focusing on 

profitability. 

 

His theory was so popular among the giant American corporations. In the 

1990s new scandals affected the larger companies’ trustworthiness. In 

response some of them invested large amount of money is social 

programmes.  

 

Unfortunately, new century has not brought good news for 

Americans. Scandals at Enron, WorldCom, Tyco international, Imclone, 
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and Global Crossing showed dishonest behaviours in the way of doing 

business. 

 

American government has introduced polices and incentives to promote 

social responsibility, but according to Aaronson (2003) some of these 

strategies are not well structured. American companies have still a lot to do 

in order to be judged as social responsible entities. 

 

Finally, we will introduce the evolution of corporate social responsibility 

over the last 10 years. According to Zadek (in Raynard and Forstater, 2003) 

in the early 1990s individuals such as Ted Turner (CNN) and Bill Gates 

(Microsoft) donated huge amounts of money to healthcare and education 

system.  

 

This behaviour was called corporate philanthropy. At this first stage of 

corporate social responsibility companies realized that being responsible 

may contribute to commercial business. One step further, at the second 

stage of corporate social responsibility companies saw corporate social 

responsibility as an integral part of long-term business strategy due to the 

fact that it became evident that taking corporate social responsibility 

seriously is good for business.  

 

The next and final stage of corporate social responsibility is still in a 

developing phase and it will demand the proactive participation of both 

civil society and corporations. The ultimate corporate social responsibility 

goals in this final stage are to combat poverty; exclusion, human rights 

abuse and environmental degradation. 
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After this brief presentation of the corporate social responsibility history 

and other facts deeply related with it, it is time to provide to the reader a 

clear definition of corporate social responsibility. This issue will be further 

discussed below. 

 

 

 

3.2.2 DEFINITION OF CORPORATE SOCIAL 

RESPONSIBILITY  

 

In 1953 Howard Bowen coined the concept of Corporate Social 

Responsibility in its modern form. According to Carroll (1989) Bowen is 

recognized as the father of corporate social responsibility. 

 

Since the 1950s different academics and institutions all around the world 

have tried to define corporate social responsibility.  We will present some 

of the most important attempts to clarify what corporate social 

responsibility means. 

 

Carroll (1989:30) states that “the Social Responsibility of business 

encompasses the economic, legal, ethical and discretionary expectations 

placed by society at a given point of time”. In order to explain that concept 

the author provides the Four-Part Model of Corporate Social 

Responsibility, which has been a cornerstone in the theoretical 

development of corporate social responsibility and it was the first to 

provide a holistic and structural definition of the principal features of this 

field  (see the table below). 
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Type of Responsibility Societal Expectation Examples 
Discretionary 
responsibilities 

DESIRED of business by
society 

Corporate contributions 
Programs supporting 
community/education 
Community involvement/
improvement; 
volunteerism 

Ethical responsibilities EXPECTED of business by
society 

Avoid questionable 
practices 
Respond to spirit of laws 
Assume law is a floor on 
behaviour; operate above 
minimum required by law
Assert ethical leadership 

Legal responsibilities REQUIRED of business by
society 

 Obey all laws; adhere to 
regulations 
Environmental laws 
Consumer laws 
Law affecting all 
employees 
Obey Foreign Corrupt 
Practices Act 
Fulfil all contractual 
obligations 
 

Economic Responsibilities Required of business by society Be profitable 
Maximize sales revenue 
Minimize cost 
(administrative, 
production, marketing, 
distributions) 
Make wise strategic 
decisions 
Be attentive to dividend 
policy 

 

Table 2: Four-Part Model of Corporate Social Responsibility (Carroll, 

1989:31). 
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In spite of  that Carroll’s definition and model were presented 15 years ago, 

they are still used as a reference in almost every corporate social 

responsibility article or book. Nevertheless, we will present below an 

updated review regarding corporate social responsibility definition 

 

The definition of corporate social responsibility adopted by America’s 

largest organization devoted to CSR, Business for Social Responsibility, 

can serve as a good starting point of discussion: “business decision making 

linked to ethical values, compliance with legal requirements, and respect 

for people, communities, and the environment around the world. 

(Aaronson, 2003:310) 

 

Britain’s largest group promoting global corporate social responsibility, the 

Prince of Wales Business Leaders Forum, acknowledge the above-

mentioned definition and defines corporate social responsibility as “an 

open and transparent business practices that are based on ethical values and 

respect for employees, communities, and the environment. It is design to 

deliver sustainable value to society at large, as well as to shareholders” 

(Aaronson, 2003:310). In our opinion, this definition clearly emphasizes 

the obligation that corporation have to both stakeholders and shareholders. 

 

 

World Business Council for Sustainable Development encourages  “The 

continuing commitment by business to behave ethically and contribute to 

economic development while improving the quality of life of the workforce 

and their families as well as of the local community and society at large.” 

(www.citezenonline.org.uk). Our opinion makes is that this definition is 

very valuable because it focuses on the goals aspects of corporate social 

responsibility. 
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Finally, The European Commission states that “Being socially responsible 

means not only fulfilling legal expectations, but also going beyond 

compliance and investing more into human capital, the environment and 

relations with stakeholders” (www.citezenonline.org.uk). In our opinion, 

this definition is the most suitable one. The reason for this is that it catches 

the mere essence of what a corporate social responsibility means. 

 

 

We may infer some common features in the diverse definition presented 

such as that the social behaviour of companies involve: respect of legal 

system, environmental care, charity, care for employees and a respectful 

relation with the stakeholders.  

 

However, when discussing corporate social responsibility definition, it 

could be also important to point out what are the main features of a socially 

responsible entity.  Hence, Hill, Stephens, and Smith (2003) conducted a 

research among some of the most prominent corporations such as Coca-

Cola, Proctor &Gamble, Merck, Microsoft, Pfizer, and Bank of America.  

 

The main investigation’s objective was to identify the characteristics of a 

social responsible entity. According to the conclusion of this study a 

company is socially responsible when it has high ethical standards, make 

significant investments of money and other resources to assist 

communities, allow diversity in its workforce, provide a good environment 

for its employees, show compassion for the disadvantaged, strong 

commitment to charitable giving, and strives to do business in a manner to 

minimize the impact on the environment.   
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Being a socially responsible entity entails a high awareness of societal 

needs. According to Smith (2003) the respect of human rights is one of the 

most important issues regarding corporate social responsibility. This 

matter, as well as the model of corporate approach to human rights will be 

further discussed below. 

 

 

3.2.3 CORPORATE APPROACH TO HUMAN 

RIGHTS 

 

”Social responsibility requires individuals engaging in business endeavours 

to behave in an ethical manner” (Skinner & Ivancevich, 1996:135). These 

authors state that commonly accepted behavioural principles established by 

society, the firm, the industry and the individuals form ethical standards in 

business. 

  

“Business ethics is the evaluation of business activities and behaviour as 

right or wrong” (Skinner and Ivancevich, 1996:135). Ferrel and Hirt  

(1993) describe business ethics as moral principles and standards that 

characterize acceptable business behaviour.  

 

We view corporate social responsibility as issue incorporated in business 

ethics. Guvenli and Sanyal (2002) point out to the three main topics 

regarding ethical business conduct in less developed countries: (1) 

employment conditions, (2) politics and law, and (3) environmental 

protection. 
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EMPLOYMENT CONDITIONS LOW WAGES 
POOR WORKING CONDITIONS 
EMPLOYMENT OF CHILDREN 
USE OF PRISON LABOUR 

POLITICS AND LAWS NONDEMOCRATIC 
GOVERNMENTS 
LACK OF UNIONIZATION 
RIGHTS 
NONPROTECTION OF 
INTELLECTUAL PROPERTY 
(e.g. PATENTS AND 
TRADEMARKS) 
CORRUPTION 

PHYSICAL ENVIRONMENT ABSENCE OF REGULATIONS 
WEAK REGULATORY 
FRAMEWORK 
NONENFORCEMENT OF  
REGULATIONS 
 

 

Table 3: Ethical Issues in International Business (Guvenli et al 2002:197) 

                                                                                                                                             

According to survey conducted by Leeson in Winstanley, Clark and Leeson 

(2002) there are three corporate approaches to human rights: (1) ignorance; 

(2) indifference; and (3) involvement. This survey is based on 26 

interviews at 21 companies and Leeson introduces a “Three-I” model that 

explains different corporate approach to the human rights’ issue: 

 

1) Ignorance occurs when companies are unaware of human rights abuse 

related with their business activities and these companies do not perceive 

human rights as an important business issue. 

 

2) Indifference happens when companies are aware of human rights abuses 

that are linked with their business operations but they choose not to 

approach this issue or they tackle this problem with reluctance. 
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3) Involvement as a corporate approach to human rights means that 

companies are aware of their responsibility regarding human rights issues 

and they actively monitor these issues within their business operations. In 

case that the companies can not find a proper solution for the human rights 

abuses related to their business they disengage from the country or project 

or supplier that causes the problem. Another option that companies can 

choose is to pro-actively engage in the issues such as child labour and this 

engagement is focused on educational and anti-poverty programmes. 

 

 

 

     INVOLVEMENT 

 

    ENGAGEMENT 

 

  DISENGAGEMENT 

 

   INDIFFERENCE 

 

        IGNORANCE 

  CONCERN 

AWARENESS

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: The “Three –I” Model of Corporate Approaches to Human 

Rights, Winstanley, Clark and Leeson, 2002:212)  
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When discussing the corporate approach to human rights the “Three-I 

model” could in our opinion serve as a base due to its rather comprehensive 

nature. The reason for this is that this model takes into account all possible 

corporate actions regarding human rights.  

 

The “Three –I model” will be further discussed in our analysis. It will be an 

important base of our final discussion.  

 

According to Winstanley, Clark and Leeson (2002) international 

organizations such as the UN, World Bank and World Trade Organization 

are in practice ineffectual as nation states in promoting human rights. These 

authors view organizations such as The Global Reporting Initiative and 

Accountability and The Ethical Trading Initiative (an alliance of UK 

companies, nongovernmental organizations and Trade Unions) as 

initiatives aimed towards better companies’ performance regarding human 

rights. 

 

So far, we have discussed from a theoretical perspective the corporate 

social role (Shareholder and Stakeholder theories) and corporate social 

responsibility (history, definitions and human rights approach). Below, we 

will begin discussing the history, definition, classification, and role of 

nongovernmental organization. Our aim is provide to the reader the whole 

theoretical picture before exploring the different cases studies.  
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3.3 NONGOVERNMENTAL ORGANIZATIONS 

 

3.3.1 DEFINITIONS 

 

According to Willets (2002) the term nongovernmental organization or 

NGO was accepted in 1945 in order to differentiate in UN Charter 

intergovernmental specialized agencies and international private 

organizations.  

 

“There is as yet no universally acceptable definition of nongovernmental 

organizations. Yet defining nongovernmental organizations is 

fundamentally less important and useful than understanding what they do, 

who their members are, and where their money comes from”(Simmons, 

1998:85). 

 

Willets (2002) agrees with Simmons (1998) that there is no generally 

accepted definition of nongovernmental organizations and concludes that 

the term nongovernmental organization has different connotations in 

different circumstances. The author points out that the most significant 

characteristic of nongovernmental organizations is their independence from 

any direct governmental control. In addition to that Willets (2002) states 

that nongovernmental organizations cannot be constituted as a political 

party or a criminal (in particular violent) group and that nongovernmental 

organizations are non-profit making organizations. 

 

An United Nations document defines nongovernmental organizations as 

“non-profit entity whose members are citizens or associations of citizens of 

one or more countries and whose activities are determined by the collective 

will of its members in response to the needs of the members of one or more 
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communities with which the nongovernmental organizations cooperate” 

(Simmons, 1998:83). 

 

According to D’Cruz (2002) nongovernmental organizations are values-

based organizations run by activists dedicated to the their institution’s 

values. The same author (2002) points out that nongovernmental 

organizations have political nature and they focus on advocacy, 

campaigning, direct action and the mobilization of committed followers. . 

In our opinion, this definition is rather descriptive since it emphasizes 

nongovernmental organizations` characteristics and functions. 

 

Nongovernmental organizations can be also defined as “self-governing, 

private, not-for-profit organizations that are geared to improving the quality 

of life of disadvantaged people”(Vakil in Doh and Guay, 2003:3). We 

found this definition of nongovernmental organizations the most 

appropriate because it points out that the rights of disadvantaged people are 

the main concern of nongovernmental organizations. 

 

According to Simmons (1998) the ultimate goal of nongovernmental 

organizations is to change societal norms, improve understanding, 

influence agendas, influence and implement policies and to solve problems 

absent adequate government action in order to give benefit to the public 

and private interests and interests of the “nonrepresented” (future 

generations and planet). 

 

The same author writes that advocacy, information gathering and analysis, 

information dissemination, generation of ideas and recommendation, 

monitoring and watching role, service delivery, mediation/facilitation, 

financing and grant making are the main functions of nongovernmental 
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organizations. Simmons (1998) summed up some of the most important 

features of nongovernmental organization such as goals, membership, 

personal, funding and activities (see table below). In our opinion, the 

author provides an easy way to summarize the nongovernmental issues. 

 
GOALS MEMBERSHIP 

AND 
PERSONAL 

      FUNDING      ACTIVITIES 

Ultimate Goal? 
 
Change societal 
norms; 
improve 
understanding; 
influence agendas;  
influence policies; 
implement policies; 
solve problems 
absent 
adequate 
government 
action? 
 
For What/Whose 
Benefit? 
Public interest (for 
single purpose or 
broad social 
benefit); private 
interests of members 
or groups of firms; 
interests of the  
“nonrepresented” 
(future generations, 
planet)? 

Members? 
 
Individuals, 
organizations? 
Quasy-
governmental, 
Voluntary, open to 
everyone, etc.? 
 
Geographic Range? 
 
Community, 
Subnational, 
national, 
regional, 
transnational 
 
Personnel? 
 
Undifferentiated 
(voluntary), expert 
and professional, 
invited, elected, 
managerial? 

 Sources? 
 
Dues/assessments, 
donations, 
foundations, 
governments (grants 
or contracts), 
intergovernmental 
organizations 
(IGOs)? 

Function? 
 
Advocacy, 
information 
gathering and 
analysis; information 
dissemination; 
generation of ideas 
and 
recommendations; 
monitoring and 
watching role; 
service delivery; 
mediation/ 
Facilitation; 
financing and grant 
making? 
 
Area of Operation?
 
Community, 
subnational, 
National, regional, 
international? 
 
Targets? 
 
Public, consumers, 
governments, IGOs, 
nonstate actors 
(including other 
NGOs, private 
actors)? 

 

Table 4: Goals, Membership and Personnel, Funding and Activities of 

NGOs Simmons, 1998:82) 
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Above, we have briefly discussed many interpretations of the definition of 

nongovernmental organizations. We have chosen the Vakil (in Doh and 

Guay, 2003:3) defintion “self-governing, private, not-for-profit 

organizations that are geared to improving the quality of life of 

disadvantaged people”, as the most suitable. Hence, it could be of interest 

to have a brief discussion regarding the nongovernmental organization. 

This issue will be discussed below. 

 

 

 

3.3.2 THE HISTORY OF NONGOVERNMENTAL 

ORGANIZATIONS 

 

 

According to Skjelsbaek in Spar and La Mure (2003) the roots of 

nongovernmental organizations can be traced to the sixteenth century and 

Rosicrucian Order (Egyptian educational organization) that was 

characterised with resource mobilization, information provision and 

activism to advocate for changes. Spar and La Mure (2003), also consider 

anti-slavery groups in the 1770s as nongovernmental organizations. 

 

“Nongovernmental organizations have long played a key role in forcing 

leaders and policymakers to pay attention” (Simmons, 1998:84). The same 

author points out that British and Foreign Anti-Slavery Society in the early 

1800s played important role regarding government action on the slave trade 

and that Anglo-Oriental Society for the Suppression of The Opium Trade 

contributed to the antidrug movement in the early 1900s.  
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According to Simmons (1998) nongovernmental organizations were largely 

responsible for inserting human rights issues in the UN Charter in 1945. 

Clark (1995) states that the formal nongovernmental organizations 

consultative status in the Economic and Social Council (ECOSOC) started 

in 1946 as a concession to U.S. nongovernmental organizations and the 

Roosevelt administration that wanted to increase the support for the United 

Nations. 

 

Van Tuijl (1999) acknowledges that nongovernmental organizations 

influenced the formulation of many United Nations treaties and 

conventions such as Convention on the Elimination of All Forms of 

Discrimination against Women in 1979 and the Convention on the Rights 

Of the Child in 1989. 

 

Clark (1995) states that nongovernmental organizations proliferated in the 

second half of the past century. The zenith of nongovernmental 

organizations was reached in 1997 when one of the nongovernmental 

organizations received the Nobel Prize for the conclusion of banning 

landmines treaty despite the opposition of the United States. 

 

Van Tuijl (1999) states that nongovernmental organizations’ role was 

particularly significant in the past 25 years regarding issues such as 

poverty, gender equality, peace, sustainable development and human rights. 

This author writes that there were 50,000 nongovernmental organizations 

worldwide in 1993. According to Simmons (1998) more than 1500 

nongovernmental organizations were accredited at the United Nations 

Conference on the Environment and Development in Rio de Janeiro in 

1992. 
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3.3.3 CLASSIFICATION OF NONGOVERNMENTAL 

ORGANIZATIONS  

 

 

Gordenker/ Weiss in Doh and Guay (2003) classify nongovernmental 

organizations in two main groups: operational nongovernmental 

organizations that provide social services such as education, health or 

human relief and advocacy nongovernmental organizations that lobby 

governments, multinational companies and intergovernmental 

organizations. According to van Tuijl (1999) this approach differentiates 

social, economic and cultural rights from civil and political rights. 

 

Vakil in van Tuijl (1999) uses the level of operations of nongovernmental 

organizations as the base for the distinction between international, national, 

regional and community-based nongovernmental organizations. 

 

Simmons (1998) classifies nongovernmental organizations as community-

based, subnational, national, regional and transnational according to the 

geographic range of membership and personnel and the area of operation of 

their activities.    

    

In our opinion, it is not an important issue to classify nongovernmental 

organizations. The most important task is to investigate what they actually 

do. This matter will be further discussed below. 
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3.3.4 NONGOVERNMENTAL ORGANIZATIONS’ 

ROLE 

 

 

“Until recently, nongovernmental organizations clustered in developed and 

democratic nations; now groups sprout from Lima to Beijing: They are 

changing societal norms, challenging national governments, and linking up 

with counterparts in powerful transnational alliances.”(Simmons, 1998:84). 

This author emphasises that nongovernmental organization are present in 

the areas previously dominated by the state such as arms control, banking 

and trade. 

 

Simmons (1998) points out that nongovernmental organizations significant 

role is to translate international agreements and norms into domestic 

realities. The author uses the example of Amnesty International and its 

capacity to draw attention to violations of the United Nations Declaration 

of Human Rights. 

 

Van Tuijl (1999) summarizes nongovernmental organizations’ support of 

the development of the United Nations system of human rights in this tree 

functions: standards setting, monitoring and implementation. According to 

this author nongovernmental organizations pressured the World Bank to 

create the World Bank’s Inspection Panel in 1993 that monitored the 

Bank’s activities and projects. 

 

“Nongovernmental organizations identify issues that belong on the official 

agenda, define policies to treat with these issues, and organize to bring 

pressure to bear on the system to pay attention to their ideas” (Fri, 

1992:91). This author points out that nongovernmental organizations act as 
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action agents to deliver programs that officialdom cannot manage. Clark 

(1995) perceives Amnesty International, the International Commission of 

Jurists, the International Committee of the Red Cross and Human Rights 

Watch as organizations that try to influence governments by applying 

general human rights principles.  

 

According to Doh and Guay (2003) few research efforts have been directed 

toward exploration of the influence nongovernmental organizations have 

on corporate conduct. These authors propose a typology to classify 

nongovernmental organizations’ involvement in international labour and 

environmental standards and they identify four broad types of codes, 

classified by their principal sponsoring organizations: (1) international 

agreements signed by governments; (2) international codes sponsored by 

intergovernmental organizations; (3) international codes sponsored by 

corporate groups, and (4) international codes sponsored by not-for-profit 

nongovernmental organizations. 

 

Doh and Guay (2003) describe the role of nongovernmental organizations 

in the formulation of international codes sponsored by government (North 

American Free Trade Agreement, World Trade Organization, Free Trade 

Agreement of the Americas) as low and their role in agreement compliance 

as moderate. The same authors (2003) view the role of nongovernmental 

organizations regarding the formulation of international codes sponsored 

by intergovernmental organizations (UN Global Compact, ILO declaration 

of Principles concerning Multinational Enterprises and Social Policy, 

OECD Guidelines for Multinational Enterprises) as low and their role 

regarding agreement compliance as low to moderate. 
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“The role of nongovernmental organizations in formulation of codes and 

agreements sponsored by corporate and industry associations is difficult to 

generalize. If we consider these associations themselves as 

nongovernmental organizations, then the role is high. If we consider only 

non-corporate nongovernmental organizations, the role is probably 

moderate. In either case, the nongovernmental organizations role in 

agreement compliance is, in many cases, moderate-high, since the role of 

advocacy nongovernmental organizations is to serve as an oversight check 

on corporations’ compliance with their own publicly-touted standards and 

commitments”(Doh and Guay, 2003:9). The same authors (2003) use 

World Business Council for Sustainable Development (WBCSD), Global 

Environmental Management Institute (GEMI) and ISO 14000 as examples 

of international codes sponsored by industrial and corporate associations. 

 

Finally, Doh and Guay (2003) give examples of Social Accountability 

International SA8000, Rugmark and Forest Stewardship Council (FSC) as 

international codes sponsored by not-for-profit nongovernmental 

organizations and describe the role of nongovernmental organization in 

agreement formulation and agreement compliance as high. According to 

these authors SA8000 is a human rights organization that addresses child 

labour, forced labour, health and safety issues, compensation and working 

hours, discrimination, discipline, free association and collective bargaining.  

 

“A partnership among development and human rights nongovernmental 

organizations, companies exporting carpets from India, the Indo-German 

Export Promotion Council, and UNICEF-India set up a project to devise 

and regulate a special label for hand-knotted carpets made without the use 

of child labour.  The Rugmark process includes loom and factory 

monitoring, consumer labelling, and running schools for former child 
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workers. By agreeing to adhere to Rugmark’s “no child labour” guidelines, 

and by permitting random inspections of carpet looms, manufacturers 

receive the right to put the Rugmark label on their carpets, which provides 

assurance that a carpet was not produced by children.  As an 

nongovernmental organizations, Rugmark almost single-handedly 

developed and implemented this code”(Doh and Guay, 2003:9).  

 

  International 
Government-
Government 
Agreements 

International Codes 
Sponsored by IGOs 

International 
Codes 
Sponsored by 
Industrial and 
Corporate 
Associations 

International Codes 
Sponsored by Not-
for-profit NGOs 

Examples North American 
Free Trade 
Agreement, 
World Trade 
Organization, 
Free Trade 
Agreement of the 
Americas 

UN Global Compact, 
ILO Declaration of 
Principles concerning 
Multinational 
Enterprises and 
Social Policy, OECD 
Guidelines for MNEs 

World Business 
Council for 
Sustainable 
Development 
(WBCSD), 
Global 
Environmental 
Management 
Institute (GEMI), 
ISO 14000 

Social Accountability 
International SA8000, 
Rugmark, Forest 
Stewardship Council 
(FSC) 

Representative 
list of NGOs 
Involved 

Environmental 
(Sierra Club, 
World Wildlife 
Fund/Worldwide 
Fund for Nature -
WWF), Labour 
(AFL-CIO, 
UAW), 
Corporate (U.S. 
Chamber of 
Commerce, 
National 
Association of 
Manufacturers) 

Labour (Trade Union 
Advisory Committee 
to the OECD, 
International 
Confederation of 
Free Trade Unions), 
Environmental 
(WWF, World 
Resources Institute, 
IUCN – the World 
Conservation Union), 
Human Rights 
(Amnesty, Human 
Rights Watch) 

National 
chambers of 
commerce, 
national 
technical 
standards groups  
(American 
National 
Standards 
Institute), 
national industry 
associations, 
International 
Standards 
Organization 

Labour (The 
International Textile, 
Garment and Leather 
Workers' Federation, 
Union Network Intl.), 
Development (Save 
the Children), Human 
Rights (Amnesty 
International), 
Environmental 
(National Resources 
Defense Council, 
National Wildlife 
Federation, WWF) 

NGO Role in 
Agreement 
Formulation 

Low Low High High 

NGO Role in 
Agreement 
Compliance  

Moderate Low/Moderate Moderate High 
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Table 5: International Agreements and Codes of Conduct Governing 

Corporate Labour and Environmental Policies: Examples and NGO Role in 

Agreement Formulation and Compliance, (Doh and Guay, 2003:5)  

 

 

Nongovernmental organizations have a broad core of activities. They are 

all around the world. NGOs have become monitors, protectors, 

policymakers, consultants, and guardian of human rights. Everywhere, 24 

hours per day, 365 days per year, nongovernmental organizations are 

organized to defend the vulnerable people` human rights. 

 

To this point, we have presented in deep the theoretical framework 

regarding corporate social role, corporate social responsibility and 

nongovernmental organization. In our opinion, corporations have a big 

responsibility towards to the society. Corporate social responsibility 

determines what these obligations are. Finally, nongovernmental 

organizations have worked hard to promote the awareness regarding the 

respect of human rights, from both governments and corporations.  

 

Our aim with the aforementioned discussion has been to, in broad outline 

express our notions about the role of nongovernmental organizations in 

relation with corporate social responsibility. However, a more 

comprehensive discussion about this issue will be further discussed in the 

analysis taking into consideration also the cases studies, which will be our 

focus in the chapter below.   
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4 CASES STUDIES 

 

In this chapter we will present six different cases to illustrate the interaction 

of companies and nongovernmental organizations regarding corporate 

social responsibility issues. 

  

4.1 EXAMPLE OF AMNESTY 

INTERNATIONAL 

   

 

Amnesty International was founded in 1961 in London. This 

nongovernmental organization has today more than one million members 

from 140 countries. Amnesty International mission is “ to undertake 

research and action focused on preventing and ending grave abuses of the 

rights to physical and mental integrity, freedom of conscience and 

expression, and freedom from discrimination” (www.amnesty.org). 

 

Clark (1995) states that Amnesty International researches, reports and 

analyses global patterns of human rights violations. The same author 

explains that Amnesty International uses two ways to pressure governments 

to respect the issue of human rights: (1) by feeding information into public 

and governmental channels and (2) by promoting the new human rights 

instruments. 

 

Amnesty International together with more than eighty other 

nongovernmental organizations contributed to the adoption by the UN of 

the Norms on the Responsibilities of Transnational Corporations and Other 
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Business Enterprises with regard to Human Rights (UN Human Rights 

Norms for Business) in August 2003 (www.amnesty.org). 

 

General obligations of these norms emphasises that states are primarily 

responsible for the respect of human rights and that transnational 

corporations and other business enterprises are obliged to promote, respect 

and protects human rights. 

 

These norms include right to equal opportunity and non-discriminatory 

treatment, right to security of persons, rights of workers, respect for 

national sovereignty and human rights, obligations with regard to consumer 

protection and obligations with regard to environmental protection. 

 

1) Right to equal opportunity and non-discriminatory treatment is the norm 

that focuses on the respect of international human rights law by 

transnational corporations and other business enterprises. The purpose of 

this norm is to eliminate discrimination based on race, colour, sex, 

language, religion, political opinion, national or social origin, social status, 

indigenous status, disability and age. 

 

2) Right to security of persons norm points out that no transnational 

company or other business enterprise shall not engage in any activity that 

represents violation of international humanitarian law. These activities 

include forced or compulsory labour, war crimes and crimes against 

humanity. 

 

3) Right of workers include the norms regarding forced or compulsory 

labour and the economic exploitation of children, safe and healthy working 
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environment, adequate remuneration for workers and the right of workers 

to freely join the organization that will protect their employment interests. 

 

4) Respect for national sovereignty and human rights norm incorporates 

the recognition and respect of national and international laws by 

transnational corporations. This norm gives emphasis to the issues of bribe 

and corruption.  

 

5) Obligations with regard to consumer protection norm promotes fair 

business, marketing and advertising practices in order to prevent the 

production of harmful products. 

 

6) Obligations with regard to environmental protection norm is focused on 

the preservation of the environment by transnational corporations. 

 

Amnesty International is one of many nongovernmental organizations that 

participate in the UN Global Compact launched in 2000. UN Global 

Compact includes now over 1000 companies that made commitment to the 

principles about human rights, labour standards and environment 

(www.amnesty.org). 

 

Amnesty International’s Secretary-General is a member of the advisory 

council of the UN Global Compact that represents nongovernmental 

organizations’ views. Amnesty International is aware about the lack of 

mechanism that should ensure that companies respect the UN Global 

Compact principles. Amnesty International in 2003 raised concerns about 

this issue together with Oxfam International, Lawyers Committee for 

Human Rights and Human Rights Watch. Amnesty International lobbies 

for public identification of the companies that participate in the UN Global 

 45



Corporate Social Responsibility and Nongovernmental Organizations 

Compact and the development of mechanism that would provide 

accountability regarding the respect of human rights by companies. 

 

According to the Amnesty International official website (2003), the 

nongovernmental organizations were first to raise the issue of the diamond 

trade in Sierra Leone where the rebel forces were using the profits from this 

trade in order to buy weapons and consequently violate the human rights in 

this country. 

 

Kimberly Process implemented from January 2003 is the process of 

isolating the diamond trade from the countries such as Democratic 

Republic of Congo, Angola, Sierra Leone and Liberia. All these countries 

have used the profits from the trade of diamonds to finance armed conflicts. 

UN imposed sanctions on such diamonds trade (Angola-1998 and 1999, 

Sierra Leone-2000, Liberia-2001). The corporations that trade diamonds 

(including De Beers Corporation, a leader in the diamond industry) under 

the pressure of UN and nongovernmental organizations declared that they 

would exclude conflict diamonds from their trade. Amnesty International is 

concerned that the lack of governmental cooperation regarding the 

legislative aspects and continuous monitoring of diamond trade could 

jeopardize the principles of Kimberly Process (www.amnesty.org)  

 

Amnesty International in 2001 published a report with title “Human 

Rights-is it any of your business?” In this report Fagerfjäll, Frankental & 

House (2001) classify countries where Swedish companies have their 

business activities according to the business risks that exist in these 

countries.  
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These ten business risks are 1) torture, 2)“disappearance”, 3) unlawful 

executions, 4) taking hostages, 5) violence of human rights, 6) prohibition 

of the right to belong to the organizations, 7) forced labour, 8) debt slavery, 

9) forced relocation of people and 10) the existence of prisoners of 

conscience. Fagerfjäll, Frankental & House (2001) analyse following 

countries where Swedish companies conduct their business activities and 

the results of this business risk study are shown in the following table that 

we created from the AI report. 

 

    1     2    3    4    5    6    7     8     9    10 

Mexico   yes  yes  yes   yes  yes  yes     yes 

Russia   yes      yes       

Azerbejdjan   yes     yes       yes 

Turkey   yes   yes  yes    yes  yes     yes  yes 

Pakistan   yes   yes    yes    yes   yes 

Columbia   yes   yes  yes   yes   yes  yes     

Brazil   yes   yes    yes      

Alger   yes   yes  yes    yes       yes

Sudan   yes   yes  yes    yes   yes      yes

India   yes   yes  yes    yes     yes    yes

Indonesia   yes   yes  yes   yes   yes   yes      yes

Philippines   yes   yes  yes   yes       yes   yes

Malaysia   yes          yes   yes

China   yes       yes   yes     yes

Saudi 

Arabia 

  yes       yes     yes   yes

Table 6: Business Risk-Swedish Companies (Adjusted from Fagerfjäll, 

Frankental & House, 2001:22)  
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4.2 CHILD LABOUR AND IKEA 

 

Fagerfjäll, Frankental & House (2001) under the heading “ Debt slavery 

and child labour: IKEA in South Asia” analyse IKEA’s corporate ethics. 

The authors point out that IKEA in its internal documents accepts basic 

human rights principles described in the UN Universal Declaration of 

Human Rights (1948) and that IKEA’s management talk about following 

IKEA’s stakeholders: employees, customers, environment and suppliers 

(their employees). 

 

In 1994 TV- documentary ” Mattan” about the carpets production in 

Pakistan named IKEA as one of many Western companies that buy carpets 

from the production facilities with “brutal production structure based on the 

debt slavery and child labour”. The IKEA management responded very 

quickly with the statement that they did not know how the rugs were 

produced and they asked organization like ILO, UNICEF and Save the 

Children Sweden to help the company to create better knowledge about 

human rights issues. 

 

Fagerfjäll, Frankental & House (2001) in their report about IKEA 

investigate what happened after the German TV-program accused IKEA of 

child labour exploitation in India. The authors describe the working 

conditions in India comparable to the ones in Sweden in the 19th century. 

The German TV –program’s accusations were followed by more similar 

reports from nongovernmental organizations and media.  

 

IKEA management was under enormous pressure and they asked for 

systematic assistance from international human rights organizations and 
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experts. ILO, UNICEF and IKEA cooperated in order to find the solution 

for IKEA’s problem. 

 

One of the results of the increased IKEA’s awareness about the child 

labour in the rugs industry was the establishment of “Mattgruppen”. This 

group is consisted of rugs exporters, Save the Children Sweden, BLLF 

Sweden and the Industry and Trade Employees Unions. IKEA official 

policy includes the statement that no product that is supplied to IKEA can 

be produced by child labour. 

 

Fagerfjäll, Frankental & House (2001) argue that the child labour problem 

would not vanish from India if IKEA and the other companies pull out their 

business operations from Uttar Pradesh in India. The only solution to help 

these children is to provide schooling for them. IKEA donated 5 million 

SEK in the UNICEF project to provide education for 5000 local children. 

 

IKEA in its document named “ The IKEA Way on Purchasing Home 

Furnishing Products “ explains that all IKEA’s suppliers have to take care 

about the issues such as working conditions, child labour, environment and 

forest. 

 

The role of media is to inform general public and this role can be very 

important when is combined with the activities of nongovernmental 

organizations. The following example shows how media reports about 

corporate social responsibility: 

“A television programme in Sweden says the furniture firm IKEA is 

continuing to exploit child labour. The documentary reports that children 

working in factories in the Philippines and Vietnam are under the minimum 

age set in international agreement. A spokesperson for IKEA Marianne 
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Barner defended the company, saying the contract with its supplier in the 

Philippines had been suspended, when under-age children were found to be 

making wicker baskets. She emphasised that IKEA was committed to 

preventing under-age child labour, but said the problem was complicated, 

since children were employed by local suppliers, not directly by IKEA” 

(BBC World Service report, 23.12.1997). 

 

 

4.3 NONDEMOCRATIC GOVERNMENTS 

AND ERICSSON 

 

 

Fagerfjäll, Frankental & House (2001) use the heading “Obscure Regimes 

as Customers: Ericsson in Myanmar and China” to analyse Ericsson’s 

business activities in these two countries of Asia. The authors write that the 

Swedish press was satisfied when Ericsson established its business 

operations in China. The state-owned China Mobile was on the way to 

become the world’s largest mobile operator and Ericsson was among the 

other leading telecommunication companies that would benefit from the 

presence on the Chinese market. 

 

Nongovernmental organizations criticized the role of Nokia, Ericsson, 

Motorola and Siemens regarding their business activities in China because 

the development of such sensitive industry as communication can provide 

nondemocratic government such as one in China additional means to 

govern in the manner that represents the low level of respects for human 

rights. At the same time nongovernmental organizations were aware that it 

would be unrealistic to expect that these companies would pull out from 

attractive Chinese market.  
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Development of the telecommunications in the countries with the poor 

record of respecting human rights according to Fagerfjäll, Frankental & 

House (2001) has positive impact regarding the freedom of information but 

enables governments with control ambitions to use telecommunications as 

powerful control tool. 

 

Fagerfjäll, Frankental & House (2001) in their article describe Ericsson’s 

problem with their business activities in Myanmar. Ericsson was present in 

Myanmar for 50 years and its management has no illusion about the of 

Myanmar’s military regime.  

 

Free Burma Coalition launched in the USA campaign against the 

companies that have their business operations in Myanmar. This coalition 

requested that all foreign companies pool out from Myanmar. Motorola and 

the other US companies declared that they were leaving Myanmar. 

Ericsson had to choose between its Myanmar business operations and the 

positioning in the US.  

 

In order to prevent business problems in the US, Ericsson decided to 

withdraw from Myanmar. 

 

In order to show its respect for the internationally important issues, 

Ericsson established together with the UN and the Red Cross social project 

called Ericsson Response. Ericsson Response is global initiative created in 

order to react to human suffering caused by disasters. 

 

This project covers 140 countries and Ericsson’s staff and 

telecommunication infrastructure are available to assist UN and the Red 
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Cross if any type of catastrophe occurs. Ericsson has a special website that 

is used as a database that collects and exchanges information about 

disasters (www.ericsson.com).  

 

According to Spar and La Mure (2003) nongovernmental organization Free 

Burma Coalition was created in 1995 at the University of Wisconsin at 

Madison by a group of Burmese and American graduate students. Free 

Burma Coalition used the peaceful protests, consumer boycotts and 

lawsuits in order to target firms that had their business activities in 

Myanmar. 

 

“By 2002, at least thirty firms-including Adidas, Costco, Wal-Mart and 

Levi Strauss-has bowed to Free Burma Coalition pressure and shuttered 

their Burmese operations. However, a handful of companies-such as 

Unocal, Suzuki and France’s Total-vowed to remain” (Spar and La Mure, 

2003:78). 

 

4.4 LOW WAGES AND NIKE 

 

The American company NIKE (named after the Greek winged goddess of 

victory) is the worldwide leader in the footwear industry. The company 

reported revenues over $ 10 billion last year. However, different 

nongovernmental organizations and other activists have accused Nike as 

human rights offender. 

 

Bill Bowerman and Phil Knight founded the company in 1962. The original 

business idea was to import to the United States low-priced, high-tech 

athletic shoes from Japan in order to compete against German domination 

in the U.S. athletic footwear market.  
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Blue Ribbon Sports (NIKE’s former name) in a short period of time started 

to import sport shoes from Japan. Blue Ribbon Sports in 1972 changed its 

name to NIKE (www.nike.com).   

 

ADIDAS (the German based firm), which was still producing its products 

in high-cost countries such as Germany and the United States, dominated 

the athletic footwear industry in the 1960s. According to Locke (2002) 

Knight believed that by outsourcing shoe production to lower-cost Japanese 

producers, NIKE could get an important competitive advantage and break 

into the market. 

  

NIKE evolved from being an importer and distributor of Japanese specialty 

running shoes and became the world leader in the design, distribution and 

marketing of athletic footwear. Nike has grown by investing its money in 

design, development, marketing and sales. Later on the company signed 

contracts with other companies to manufacture its products 

(www.nike.com).  

 

Locke (2002) argues that this model was the key in the expanding process 

experimented by NIKE over the last forty years. It is known that Knight 

was this model’s creator. NIKE developed a strong relationship with 

factories in Japan, taking advantage of the low-wages and good technology.  

 

In the 1970s the rise of relation cost/price related to a combination of a 

tighter labour market, the impact of first oil crisis in Japan, and the shift of 

rate dollar/yen, pushed NIKE to find new low-cost places and to move its 

manufacturing from Japan. China, Thailand, Korea and Taiwan were the 
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most attractive at that time. NIKE has not stopped the searching for even 

cheaper locations.  

 

Even though outsourcing of production of their goods is considered as one 

of the successful strategic decisions, NIKE as the worldwide footwear 

producer leader experienced a lot of problems related with the lack of 

control over the factories abroad or the lack responsiveness toward society 

issues such as low-wages, human rights, and health and safety problems. 

 

In 1996 the famous magazine Life shocked the world with its cover 

showing a 12 years old kid stitching a NIKE soccer-ball. That kid was just 

one among the other children workers in Sialkot, Pakistan, where about 

70% of the world’s high-quality soccer balls are produced for leading 

brands like Reebok, Nike, and Adidas. 

 

Locke (2002) aggress that the impact of this article triggered to the boycott 

Sialkot products called by some consumers groups, and nongovernmental 

organizations and this campaign affected severely the image of NIKE 

brand. 

 

In the another case, nongovernmental organizations and media accused 

NIKE for its low wages policy in their factories in Indonesia .In fact, 

according to Locke (2002) reports by a variety of nongovernmental 

organizations and labour activists claimed that the condition in these 

factories could be described as pure exploitation, poor working conditions 

and a wide range of human rights and labour abuses. Many Indonesian shoe 

factories did not even pay the minimum daily wage (at the time, 2,100 

rupiah or about $1).  
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Jeff Bullinger founder of The Press of Change (nongovernmental 

organization), who worked about 4 years in Indonesia, exposed to the 

world the dreadful conditions in these factories. Although NIKE ignored or 

deflected the critics arguing that those factories does not belong to the firm, 

the poor conditions of workers was highly reported by prestigious 

publications as The Economist, The New York Times, The Republic 

(Locke, 2002). 

 

Finally, according to Bhatnagar and Rathare (2002) over 10.000 employees 

belong to Tae Kwang Vina  (VT) factory in Vietnam, where workforce was 

poor-paid. In addition, the plant was dangerous working place and 

accidents happened frequently. 

The chemical products used in manufacturing of NIKE goods such as glues 

and poisonous solvents caused different diseases among the workers. 

Employees (mostly young rural women) became a very vulnerable group. 

 

Nongovernmental organizations like Vietnam Labour Watch and the other 

activists helped raise the issues around labour conditions in Vietnamese 

sweatshops, which contributed to the accusation that NIKE was responsible 

for the workers’ difficulties.  

 

Subsequently, Nike took proactive measures and allowed independent 

auditing of the sweatshops. NIKE as well implemented its own “Code of 

Conduct” in these factories. Soon after this implementation the work 

conditions have been significantly improved in favour of Vietnamese 

workers. 
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4.5 ENVIRONMENT AND SHELL 

 

Nigeria, a former British colony, is one of the Africa’s most inhabited 

countries. Nigeria covers the area that is the four times bigger than the area 

of United Kingdom and it has population of over 90 millions. This high 

level of density makes Nigeria by far the most populated African state, the 

second most populated country of the Commonwealth and the 11th in the 

world. All these include the fact that one of every six Africans is a 

Nigerian. 

 

Nigeria is ranked among the top 15 world’s producers of oil and also 

produces many others products such as cocoa in the south-west, timber, 

rubber and palm oil in the south-centre and east, and cotton and groundnuts 

in the north.  

 

There is no doubt that oil is the most important Nigerian product (Wiva, in 

Johansen 2002). In fact, by 2002, oil represented more than 90 per cent of 

Nigerian’s export earnings and almost 80 per cent of government’s 

revenues. 

 

Oil was discovered in the 1950s and it did transform Nigeria into the 

largest oil producer in Africa and the fifth largest in Organization of the 

Petroleum Exporting Countries (OPEC). The 1960s brought an independent 

status for Nigerians and the decolonisation process was fully completed in 

1963. 

 

Dreams about prosperity arose among Nigerian population. Peace, 

prosperity and self-government were some of the ambitions attached with 
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the new country’s status. Unfortunately, not a single goal became true. In 

fact Nigeria remained one of the poorest countries in the world. The oil 

resources that supposed to turn Nigeria into a prosperous country, only 

made a small minority rich, especially the ones that were in charge of the 

government and foreign companies.  

 

Nigerian experience is the common story that happened in many newly 

independent African nations. Almost all of them have been transformed 

into corrupted and ineffective dictatorships that usually heavily rely on 

Western or Soviet subsidies and that are often plagued in guerrilla fighting 

and civil wars whenever the changes of governments happen. These 

changes of governments are usually done by means of a coup d’ état 

(Manby, 2002). 

 

Nigeria is producing around 2 million barrels daily of crude oil. In addition 

to this Nigeria has estimated huge reserves of oil (over 22 billion barrels), 

mostly found in the coastal areas of Niger Delta. At this area a small tribe 

call Ogoni has been living for centuries. The tribe has over 500.000 natives 

and they experience that their habits that include fishing, hunting, and 

farming have been destroyed by extraction of oil. Unfortunately, Ogoni 

received no compensation for the environmental damage done by oil 

companies (Johansen, 2002). 

 

Nigeria’s constitution states that all minerals, gas, and oil belong entirely to 

the federal government and that the government negotiate the exploitation’s 

contracts with international oil companies. Joint ventures between Nigerian 

National Petroleum Corporation and foreign companies have been the usual 

way to carry out the exploration and production activities in Nigeria. Shell, 
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Mobil, Texaco, Chevron, Elf, and Agip are the companies involved in the 

joint ventures in Nigeria (Manby, 2002). 

 

Shell is by far the largest oil firm in Nigeria and is accounted that almost 50 

per cent of the oil’s production in this country is carried out by this Dutch-

originated company (www.shell.com). Shell started to extract oil in the 

Niger Delta in 1956.The company laid huge and large amount of pipelines 

all around Nigeria. 

 

An average of 190 spills per year happened in the area and that is the major 

reason why lakes, rivers, and ponds are heavily polluted. Consequently, 

almost all of the land is impossible to farm. Canals and the fragile 

ecosystem have been permanently damaged. Moreover, polluted water has 

brought cholera and death. Severe respiratory problems and others kind of 

illness are related with the constantly gas flaring that Ogonis have been 

exposed to (Johansen, 2002). 

 

In 1990 Ogonis’ protests of such conditions were met with an atrocious and 

brutal repression by Nigerian authorities. According to Al Gedicks (in 

Johansen, 2002) more than 2000 people were killed and 37 villages were 

substantially destroyed. About 30.000 Ogonis were displaced from their 

homes forced by troops that have secured the area in order to protect 

Shell’s assets. 

 

In 1993 nongovernmental organization The Movement for the Survival of 

the Ogonis People (MOSOP) was founded in order to protest the violation 

of Ogonis’ human rights. This organization demanded that the local control 

should be established regarding the political and environmental issues and 
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its activists blamed Shell for full responsibility in the Ogonis genocide 

(Johansen, 2002). 

 

MOSOP was able to mobilize over ten thousand people in big 

demonstrations in front of Shell facilities forcing them to close its 

production. Nigerian police killed hundreds and arrested thousands. One 

among the captured were Ken Saro-Wiwa 8the most notable leader of 

MOSOP) and eight prominent leaders of this nongovernmental 

organization. The arrested leaders were charged for the murder of four 

Ogonis’ community leaders. Although it is believed that these accusations 

were false, they were founded guilty and sentenced to death.  

 

Ten days after the trial the leaders of this nongovernmental organization 

were hanged. According to Manby (2002) a document alleged to be a 

leaked   government memorandum indicated that Shell was involved in the 

wasting operation (a term used to describe the killing of MOSOP leaders) 

conducted by Nigerian police forces.  

 

According to Johansen (2002) the new millennium has not brought good 

news to Ogonis’ people. They are still in extreme poverty and they live in 

the land that has suffered eternal damage. Unfortunately, the Nigerian 

government cares only about the private interests of the people that govern 

this African country.  

 

But Ogonis’ people and MOSOP are not alone. They have received the 

support of nongovernmental organizations such as Environmental Rights 

Action/Friends of the Earth. Together with this and the other 

nongovernmental organizations MOSOP expose the brutal behaviour of 
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Nigerian authorities and insensitive way of Shell’s conduct regarding the 

violation of Ogonis’ human rights. 

 

 

4.6 POOR WORKING CONDITIONS AND 

SEAN JOHN  

 

Anita Roddick founded Body Shop in the 1970s. She turned an initial 

investment of four thousand dollars into 100 million dollar business. In just 

26 years Body Shop became the Britain’s most international store and it 

covers 31 countries where 13 different languages are spoken (de Wit & 

Meyer, 2003).  

 

According to Birchfiel (2002) the image of this company is on the very 

high level. The company has 1900 stores cover 50 markets and, on average, 

Body Shop sells one of its product every 0.4 seconds. The brand is nearly 

everybody’s darling. In 1999 the Customers Association voted The Body 

Shop the second most trusted brand in the United Kingdom. 

 

The Body shop brought a fresh air in the business environment and that 

was reflected in its philosophy that includes the respect and care for other 

traditions, ways of life, for the past, for the natural world, and for the 

customer. Anita Roddick became an idol as a business executive, as an 

entrepreneur, as a woman that encourages the human rights issues and the 

care for environment.  

 

Just two years ago Anita sold her shares in Body Shop but she is still the 

Senior Adviser of the company. Nowadays, Anita Roddick has been 
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working as activists in different campaigns in order to defend issues such 

as human rights, women rights, environmental cases and child rights.  

 

In the following part of this chapter we will present a case of Sean John in 

order to illustrate how this brave woman works to protect vulnerable people 

and make the world a better place. 

 

The following story happened just few months ago and involves all the 

elements for an exciting movie such as drama, famous people, power, 

money, heroes, villains and an uncertain end. 

 

The story began when a research conducted by The National Labour 

Committee (NLC) - which is a labour-based organization, committed to 

oppose the U.S. government's interventionist policies in the Central 

American region- alerted about the poor conditions of work in a factory in 

Honduras. Anita Roddick joined the campaign started by NLC in order to 

improve the terrible situation of   workers in this factory located in 

Honduras.  

 

After defined a clear goal both actors were ready to embark on the 

challenge, fight the battle, and get a victory or die trying. The encounter 

started when Anita and NLC sent a public letter to Sean “Puff Diddy’s” 

Combs, the famous entrepreneur, hip-hop singer and the owner of Sean 

John line of clothing (made in the factory charged as human rights 

violator). In this letter they expressed their concern about the dreadful 

working condition in this factory. 

 

We will now present an extract of that letter: “Dear Mr. Combs…We write 

asking your help regarding serious human and worker rights violations at 
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the Southeast Textiles, S.A. (SETISA) factory in Choloma, Honduras, 

where your Sean John label clothing is produced. Currently, 

approximately 80 percent of total factory production is for Sean John - 

namely "69 / Ski Division" sweatshirts...The SETISA workers, the majority 

of whom are young women, face numerous violations, including mandatory 

pregnancy tests and forced overtime without pay. They are screamed and 

cursed at to work faster, with the constant threat that any worker who dares 

ask for his or her rights will be immediately fired...At the outset, we must 

state very clearly that neither the SETISA workers nor we ourselves are 

asking for you to pull your production from the SETISA factory. Quite the 

opposite, these women need these jobs - but they also want to be treated as 

human beings and not animals. Rather, the request is that you keep your 

production in the factory, while working with your contractor to clean up 

the plant and to guarantee that the rights of the workers are finally 

respected...The factory's drinking water is filthy and dangerously 

contaminated, even containing fecal matter. In a glaring illegality, the 

factory has not inscribed its workers in the national Social Security 

healthcare system, which is mandatory for all companies. Workers must get 

permission to use the bathroom, which lacks toilet paper and soap. The 

women are body-searched when they enter and leave the factory. Everyone 

knows that they can be suspended for three days without pay for failing to 

reach their production goals. Daily production quotas are excessive and the 

workers cannot leave until they are met, resulting in an hour-and-a-half to 

two hours of obligatory overtime each day without pay… We are 

convinced that with your intervention the violations at the SETISA factory 

can be quickly reversed and SETISA can be on its way to becoming a 

model plant. If you take this step, you will have the full support of not only 

the SETISA workers, but also of the Human Rights Ombudsman of 

Honduras, Dr. Ramon Custodio, the Unitary Confederation of Honduran 
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Workers (CUTH) and many other non-governmental religious and human 

rights organizations ...The workers' demands are very modest” 

(http://www.anitaroddick.com).  

 

The letter above was sent at the end of October 2003, and even though they 

started a negotiation with Mr. Combs, the situation in Honduras remained 

the same and that was the reason why the battle had to leave the offices and 

take the other direction.  

 

The streets of New York were the place   chosen to start a new fight. On 

the 9th of December Anita Roddick and her “army” initiated a battle, which 

took place on front on two main P. Daddy retailer's shops in New York 

(NY). The Anita’s “army” was composed of, among others, human rights 

activists, high school students and the media coverage of this event was 

very contributing. The “war strategy” was to rally and protest in front of 

the P. Daddy office. The strategic goal, of course, was to put pressure on P. 

Daddy in order to improve the conditions of Honduras workers. The result 

of this battle was uncertain at that time... (http://www.anitaroddick.com). 

 

The end of this event, fortunately for all of us that enjoy the happy ends, 

got an idyllic ending on the 11th of December ( just two days after the big 

demonstration in NY). Anita and NCL achieved the following 

improvements for the workers at SETISA:  

 

a. The union has been recognized  

b. New workers are no longer required to take pregnancy tests as a 

condition of employment  

c. Air conditioning is now in use so the plant is no longer intolerably hot  
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d. The bathrooms have been cleaned and bathroom passes are no longer 

required 

e. Women are no longer subject to searches upon entering the bathrooms  

f. The factory's water system had been upgraded and the water quality is no 

longer substandard  

g. Women are now receiving overtime pay  

h. The factory's management is finally negotiating with workers different 

benefits that include health care for the women and their children 

 

There is no doubt that Anita and NCL achieved the big victory for the 

workers at SETISA and all the activists and people that believe that a more 

human and secure world is possible.  
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5 ANALYSIS 

 

 

 

In this chapter we will analyse the data that we collected for our thesis 

(cases studies) in relationship with the theoretical framework provided in 

chapter 3. 

 

5.1 EXAMPLE OF AMNESTY 

INTERNATIONAL 

 

 

Doh and Guay (2003) propose a typology to classify nongovernmental 

organizations’ involvement in international labour and environmental 

standards and they identify four types of codes regarding nongovernmental 

organization role in agreement formulation and compliance. 

 

The adoption by the UN of the Norms on the Responsibilities of 

Transnational Corporations and Other Business Enterprises with regard to 

Human Rights (UN Human Rights Norms for Business) in August 2003 is 

an example of international code sponsored by intergovernmental 

organizations where Amnesty International and the other nongovernmental 

organizations contributed in agreement formulation. 

 

Simmons (1998) stresses that nongovernmental organizations significant 

role is to translate international agreements and norms into domestic 
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realities. Proactive role of Amnesty International in monitoring and 

implementation of Kimberly Process shows the significant role of 

nongovernmental organizations in the issues such as isolation of the 

diamond trade in order to prevent armed conflict in Africa. 

 

Information gathering and analysis is according to Simmons (1998) one of 

the main functions of nongovernmental organizations. Clark (1995) states 

that Amnesty International pressure governments to respect the issue of 

human rights by feeding information into public and governmental 

channels. 

 

“Human Rights-is it any of your business?” written by Fagerfjäll, 

Frankental & House and published by Amnesty International in 2001 

represents an output of informational function of nongovernmental 

organizations. 

 

According to Fagerfjäll, Frankental & House (2001) the worst record 

regarding business risk exists in Turkey, Indonesia and Mexico. There are 

seven out of ten business risks listed in this authors’ report (2001:22) in 

these three countries.  

 

These authors in their analysis lists Atlas Copco, Autoliv, Cardo, Ericsson, 

Alfa-Laval, IKEA, SSAB, Swedish Match, Sandvik and SKF among the 

Swedish companies present in Turkey.  

Autoliv, Gunnebo, IKEA, Perstorp, Sandvik, SKF and Swedish Match 

conduct their businesses in Indonesia and ABB, Alfa-Laval, Assa Abloy, 

AstraZeneca, Autoliv, Electrolux, Ericsson, Sandvik, Scania, Securitas, 

Tetra Pak and Volvo in Mexico. 
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Fagerfjäll, Frankental & House (2001) state that India and Pakistan are the 

countries where debt slavery exists. ABB, Atlas Copco, Autoliv, Cardo, 

Electrolux, Ericsson, Gunnebo, IKEA, Sandvik and Volvo have their 

business operations in India and Autoliv and IKEA in Pakistan. 

 

5.2 CHILD LABOUR AND IKEA 

 

 

Guvenli and Sanyal (2002) emphasise that employment conditions (low 

wages, poor working condition, employment of children and use of prison 

labour) are one of three main topics regarding ethical business conduct in 

less developed countries. Employment of children represents unethical 

business conduct that is often connected with low wages and poor working 

condition. 

 

“Mattgruppen” was the outcome of IKEA’s awareness about the child 

labour in the rugs industry and this group is one of the illustrations of 

International Codes Sponsored by Not-for-profit nongovernmental 

organizations described by Doh and Guay (2003). 

 

We view IKEA’s approach to human rights as involvement related to 

survey conducted by Leeson in Winstanley, Clark and Leeson (2002) and 

the three described corporate approaches to human rights: (1) ignorance; 

(2) indifference; and (3) involvement. This IKEA’s involvement can be 

seen through the company’s cooperation with nongovernmental and 

intergovernmental organizations, the establishment of “Mattgruppen” and 

the donation to the UNICEF educational project for local children. 
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The example of IKEA and company’s business operations in Asia show 

that the human rights issue can be viewed as a possible business risk. It is 

hard to believe that the managements of any company do not understand 

and identify basic human rights and it seems that only in cases of 

successful pressure from nongovernmental organizations and media 

companies admit their misconduct regarding the human rights.  

 

A spokesperson for IKEA Marianne Barner said that the issue of child 

labour is complicated because IKEA’s local suppliers employ them. It is 

hard to comprehend that a company like IKEA cannot successfully monitor 

its suppliers. The dominant position allows multinational company to 

implement obligatory code of ethical behaviour for its suppliers.  

 

It is impossible to expect that multinational companies can change the 

attitude regarding the use of child labouring the business community in 

underdeveloped countries but they can make every possible effort to ensure 

that their suppliers do not use children as labour force. The respect for 

basic human rights such as protection of children should be the compulsory 

part of every business contracts that multinational companies sign with 

domestic suppliers. Suppliers should be obliged not to use child labour 

although the local legislature or cultural codes does not sanction such 

mistreatments of human rights.  

 

International companies and their ignorance about the importance of the 

child labour abuse are obviously encouraged by the lack of legal protection 

for children in the economically poor countries. We believe that 

international companies’ legal and ethical accountability for direct or 

indirect disrespect of human rights has to be sanctioned through the 
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international legal system in order to achieve globally responsible corporate 

conduct.   

 

The recent trend of cooperation between companies and nongovernmental 

organizations regarding child labour is very positive but we believe that the 

global society cannot be satisfied if the only consequences of company 

unethical conduct are the companies’ ethical statements or modest 

donations. 

 

 

 

5.3 NONDEMOCRATIC GOVERNMENTS 

AND ERICSSON 

 

 

Myanmar is the country led by military regime from 1988. There are 

numerous accounts of torture in Myanmar and this country is involved in 

heroin producing and trafficking. The opposition in this country is brutally 

suppressed. Opposition leader (the Nobel Prize Winner) Aung San Suu Kyi 

is constantly under the pressure of general’s junta. 

 

According to Leeson in Winstanley, Clark and Leeson (2002) there are 

three corporate approaches to human rights: (1) ignorance; (2) indifference; 

and (3) involvement. Our opinion is that Ericsson in the beginning of its 

business operation in Myanmar showed ignorance because the issue of 

human rights in Myanmar was not a company’s key business concern. The 

pressure from nongovernmental organizations such as Free Burma 

Coalition brought Ericsson in the involvement stage of corporate 
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approaches to human rights and that resulted in the Ericsson’s 

“disengagement “ from Myanmar. 

 

Simmons (1998) emphasises that nongovernmental organization challenge 

national governments and that they form powerful transnational alliances. 

Free Burma Coalition gives an example how the role of nongovernmental 

organizations could be crucial regarding the awareness of disrespect of 

human rights in nondemocratic countries. The campaign that was launched 

in the USA by this nongovernmental organization did not target directly 

Myanmar government. Free Burma Coalition made a choice to try to 

convince US and other Western companies to pull out from Myanmar and 

their advantage was that the campaign was done in the US where the 

publicity and public awareness about human rights abuses are very 

important issues.  

 

Fri (1992:91) states that nongovernmental organizations “organize to bring 

pressure to bear on the system to pay attention to their ideas”. Free Burma 

Coalition pressure was done through the peaceful protests, consumer 

boycotts and lawsuits. 

 

We cannot expect that the governments of the country such as Myanmar 

would soon be able to implement higher human rights standards. 

Unfortunately government like one in Myanmar is not to concerned about 

the human right issues. Adidas, Costco, Wal-Mart, Levi Strauss and 

Ericsson and their decision to pool out their businesses from Myanmar can 

maybe contribute in better understanding of human rights abuses in 

Myanmar. 
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5.4 LOW WAGES AND NIKE  

 

Through the case study of NIKE, we have gotten a better understanding 

about the different difficulties and complexities companies face as they 

seek balance in their both financial and social performance. As we have 

discussed in the chapter 3, NIKE faced the dilemma of behave exclusively 

to enhance shareholder wealth, or to act in order to benefit other groups 

(stakeholders). It was evident that, at least in the set up of the company, the 

company’ emphasis was profitability over social commitment. 

 

Nike is a symbol of globalization. The company was faced with both the 

benefits and the risks intrinsic as a global actor. Therefore, NIKE goods are 

sold all over the world. Its brand and logo are recognized everywhere by 

everyone. Its suppliers come from the four corners of the planet and NIKE 

products are manufactured in over 60 countries. 

 

In the meantime, while NIKE has enjoyed decades of business growth, its 

lack of control over suppliers has brought a lot of problems. According to 

Guvenli and Sanyal model (see 3.2.3) NIKE performance regarding human 

rights has been a completely chaos. Nongovernmental organizations and 

activists have seriously alleged this American company as a human rights 

offender. 

 

Underpaid workers in Indonesia, child labour in Cambodia and Pakistan, 

and poor conditions in China and Vietnam have severely affected the NIKE 

image.  

 

Using the “Three I” model, (see, 3.2.3), we can point out that in the early 

1990s NIKE’s business behaviour can be described as ignorant because of 
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the poor conditions and human rights abuses in its supplier’s factories. 

Right after nongovernmental organizations and media complained about 

the terrible working conditions, the first reaction of NIKE was to deal with 

the problem unenthusiastically. However, NIKE was pushed to undertake 

the crisis in a different way. Thus, Nike chose a more proactive role. In 

fact, the company has implemented different policies to guarantee the 

respect of workers’ human rights.  

 

 

 

5.5 ENVIRONMENT AND SHELL 

 

The Ogonis crisis showed how Shell contributed, directly or indirectly, to 

the destruction of Ogoni Homeland.  Today the old story continues in 

Ogoniland where the poorly maintained oil-drilling infrastructure continued 

to leak and blow up and anyone who complained against the destruction 

risks death. 

 

Environmental concern, aforementioned, is one of the biggest issues 

regarding corporate social responsibility. As the case showed, Shell’s 

activities has severely damaged the Ogoni`s land making it impossible to 

farm and the rivers in this area are no longer a source of drinking water. 

 

Moreover, Shell has provided both money and infrastructure to the 

Nigerian army, which is responsible for the Ogoni genocide. Rightly, 

nongovernmental organizations and media have hardly complained the 

Shell’s unawareness regarding human right abuses.  
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Even though Shell has reported that its more urgent concern is to protect 

Ogonis lives and avert disasters. It does not seen true, as long Shell do not 

show a truly engage to improve the Ogoni living conditions, stop the 

environmental disaster, and demand from Nigerian authorities   the respect 

of Ogoni human rights. 

 

According to the “Three I” model (see.3.2.3), Shell has been totally 

indifferent regarding human rights. Although, they know the precarious and 

vulnerable situation of Ogoni people, they have not helped to find a 

solution. On contrary, they have been deliberately part of the problem.  

 

                   

 

5.6 POOR WORKING CONDITIONS AND SEAN JOHN  

 

Milton Friedman a pro-shareholder proponent argues that, as we discuss in 

a previous chapter (see. 3.1.1) that the only business societal obligation is 

to increase the investment of its owners, and obey the law.  

 

The case in Honduras illustrated that the respect of legal system is not 

enough when one considers a company as a social responsible entity. In 

fact, P. Diddy could not be legally forced to clean up the dreadful 

conditions in the factory. As a matter of fact, SETISA was just an 

outsourcing manufacturing supplier although over 80% of the factory’s 

production was Sean John products.  

 

Although P. Diddy could move out the production from Honduras and in 

this way avoid the scandal. However, he made a choice to keep the 

production there and help and get involved in the solution of the problem, 
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rather than run away. He recognized that keeping the manufacturing in 

Honduras with the better conditions for workers would raise the cost 

production. However his business could be more attractive due the 

increasing of consumer’s awareness about the corporation’s social 

performance. According to the model “Three I”, abovementioned, (see, 

3.2.3), P. Diddy adopted an involvement position regarding human rights 

concerns.   

 

In the last stage of corporate social responsibility evolution, (see. 3.2.2), the 

ultimate corporate social responsibility goal is the increased engagement of 

both civil society and businesses in order to transform the world in a better 

place. Anita Roddick and National Labour Committee worked together 

with P. Diddy to improve the poor working condition in SETISA. 

 

National Labour Committee and Anita Roddick showed in this case, some 

of the most important activities as defender of human rights. They first got 

a deep insight about the existent situation in the factory and then contacted 

local authorities. Immediately after that they informed P. Diddy about the 

human rights abuses in the factory in Honduras and they also proposed a 

comprehensive solution. 

 

After these fruitless efforts they used some of the powerful 

nongovernmental organizations’ weapons such as boycotts, media, 

marches, demonstrations, rallies and protests 
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 6 CONCLUSIONS 

In this chapter we will present our conclusion. The answers on the three 

sub-questions and our main research question will be presented. 

 

This part of the conclusions chapter answers the first 

research sub-question: 

What is the social role of corporation today? 

 

The existence of multinational companies makes the issue of corporate 

social responsibility even more complex. Process of globalisation in 

business area is not always followed by the globalisation of corporate 

social responsibility. Multinational companies are taking advantage of low 

cost production in economically underdeveloped countries and by doing so 

they increase their profitability. Nondemocratic character of the local 

governments and inadequate ethical standards in many of the low cost 

production countries are the reality that is often ignored or misused by 

multinational companies. 

 

There is no doubt that international companies are not responsible for the 

level of human right’s respect in the countries where they conduct their 

business activities and that international companies economically develop 

undeveloped countries, give the employment to the local population and 

raise their standard of living.  

 

Unfortunately, the poor working conditions, use of child labour and 

ecological issues are only some of the problems that exist in the countries 

 75



Corporate Social Responsibility and Nongovernmental Organizations 

where multinational companies outsource their business activities. Far from 

the western legal system and the influence from Western nongovernmental 

organizations and media, multinational companies often unethically 

conduct their business activities in the economically undeveloped 

countries.  

 

It is hard to agree with the common view that the most important 

multinational companies’ task is to provide jobs and contribute to the 

economic development of poor countries. We believe that majority of 

global companies have to find the balance between corporate profitability 

and local responsibility and to improve their corporate social responsibility 

code.  

 

In the recent decades economically undeveloped countries became very 

attractive business destination for international companies. The low cost 

production in such countries confronted to the fact that torture, forced 

labour and the other human rights abuses are present in some of these 

countries. The governmental relationships between undeveloped   and 

Western countries can be described as mutually tolerant and the Western 

governments usually avoid the human rights issue in their 

intergovernmental relations in order to prevent any political conflict.  

 

It is understandable that Western governments are also reluctant to raise the 

human rights issues in their intergovernmental relations with countries with 

the low level of respect for human rights in order to protect the powerful 

business lobbies in their own countries and to obey the principles of non-

involvement in domestic issues of the other countries.   
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We believe that is quite logical for the international companies to engage in 

the business activities in any region or country that will provide better 

profitability. We also believe that is unethical to be involved in business 

activities in the countries that has proven record of human rights abuse. The 

only long-term benefit of globalisation for the democracy and human rights 

in undeveloped countries is gradual raise of standard of living that can 

eventually lead to the better awareness regarding human rights by local 

population.  

 

International companies are not political organizations and we cannot 

expect that they would become nongovernmental organizations and fight 

for the democracy in the countries like Myanmar. The ethical dilemma 

remains regarding the payment of taxes to the undemocratic regime or the 

international companies’ involvement in the economic development in the 

countries with obscure regimes.  

 

Corporations cannot expect to be globally profitable if they do not 

completely respect universal human rights. The shift of business operations 

abroad have to be followed with the transfer of for human right’s standards 

that exists in the home countries of the international companies.  

 

This part of the conclusions chapter answers the second 

research sub-question: 

 

What is the content of corporate social responsibility? 

 

After examined the main theories about the role of corporation to society, 

Shareholder and Stakeholder, and discussed the history, concepts and 
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evolution of CSR it is our strong belief that a company in order to be 

judged as a social responsible entity has to show respect for all of its 

stakeholders. It must be achieved by developing a win-win relationship 

with each actor. Moreover every single business activity has to be 

performed following elevated ethical principles. Finally, companies have to 

build a strong bond with civil society in order to reach high goals in favour 

to the general public. 

 

The most significant part of corporate social responsibility is to establish 

ethical relationships with the all stakeholders in order to fully respect their 

interests and values. 

 

In the following part of the conclusions chapter we answer 

the third research sub-question: 

 

What is the essence of nongovernmental organizations? 

 

Our opinion is that international nongovernmental organizations and 

international media are the only organizations that can without any or with 

limited consequences expose governmental abuse of human rights. 

International nongovernmental organizations cannot experience any serious 

consequences if they inform the general public about the status of human 

rights in certain countries. 

 

The role of international nongovernmental organizations is to help the 

establishment and organization of local nongovernmental organizations in 

economically undeveloped countries in order to establish means to promote 

corporate social responsibility and pressure the local governments to make 
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necessary legal and other conditions towards the implementation of ethical 

business code. 

 

International nongovernmental organizations’ mission is to provide local 

nongovernmental organizations with legal, financial, informational and 

educational assistance. The flow of information between local and 

international nongovernmental organizations regarding corporate social 

responsibility can form solid nongovernmental organizations network that 

can successfully confront corporate social irresponsibility. 

 

Our opinion is that in may cases only international nongovernmental 

organizations can successfully affect multinational companies’ corporate 

social responsibility. International media could be important as well 

because of realistically low level of local press freedom in economically 

undeveloped countries. The role of Internet should be crucial regarding 

providing information for the customers regarding the companies and the 

products that are produced in the countries wit the low respect of human 

rights.  

 

We believe that one of very important roles of nongovernmental 

organizations is to provide all necessary information about the corporate 

social irresponsibility to the customers in order to increase their awareness 

about the origin of product they buy. 

 

Finally, we answer our research question: 

 

What are the main activities of nongovernmental organizations in 

relationship to corporate social responsibility? 
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The main activities of nongovernmental organizations regarding corporate 

social responsibility are:  

 

1) To investigate and monitor companies’ social performance 

2) To inform and report the cases of socially irresponsible corporate 

behaviour 

3) To engage in   formulation and observation of Agreements and Codes of 

Conduct Governing Corporate Labour and Environmental Policies 

4) To condemn the human rights abuse and environmental damage within 

the corporate world 

5) To educate general public about the issue of corporate social 

responsibility  

6) To cooperate with governments regarding the establishment of legal 

protection of human rights and environmental protection 

7) To help companies to achieve higher level of corporate social 

responsibility 

8) To cooperate with local and international media in order to condemn 

irresponsible corporate conduct and 

9) To promote and reward the good corporate social behaviour. 

 

We believe that all these nongovernmental organizations’ activities have 

very important impact on corporate social responsibility. It is also very 

important to mention that the media significantly contributes to the 

promotion of human rights issues and we believe that the high-quality 

cooperation between nongovernmental organizations and media is the 

cornerstone of global awareness of human rights respect. 

 

We hope that very soon in the future more and more governments will 

promote and truly respect human rights and the environment protection. 
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We also believe that the “global” legal system will be introduced in order 

to severely punish all human rights and environment offenders 

 

Suggestion for Further Research 

 

During this thesis, many thoughts related to the main issue of our thesis 

have come out. Therefore, we will present some thoughts that could serve 

as a basis for further research. 

 

As we could observe, the corporate social responsibility definition and its 

content are still in a development stage. It could be of interest to investigate 

and explore this burning issue. 

 

Even though, countries such as United Kingdom, Japan, and the USA have 

tried to create a ethical code regarding corporations global performance, 

and it has not been finished yet. It could also be of interest research topic. 

 

Finally, as has been mentioned in the conclusion, nongovernmental 

organizations have increasingly worked together. It could be seen as a 

trend, which ultimate goal is the creation of a unique and powerful 

international nongovernmental union. This matter could be also an 

interesting research issue.  
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