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There is little doubt that multinational corporations (MNCs) 
have assumed an increasingly significant role in sustainability 
governance. Acting in many instances in somewhat of a 
regulatory capacity, the function and inherent clout of MNCs 
has become crucial to compensating for underdeveloped and 
unenforced environmental standards on an international scale 
(Dauvergne and Lister, 2012). This essay will seek to 
characterise this role, identify the drivers behind the 
participation of MNCs in sustainability governance, and 
recognise the tools which lay at their disposal to make a 
significant impact on both the successes and limitations of 
transnational governance arrangements (TGAs). To achieve 
this, I will draw on a modest selection of literature, and examine 
aspects of the Palm Oil production industry which is frequently 
regarded as one of the key drivers of tropical deforestation. I 
will address the question of ‘moral responsibility’ by proposing 
an alternative, stronger argument for MNC engagement in 
sustainability governance, thus advocating a shift from a 
narrative that focusses on ethical and moral obligation, to one 
of mutual benefit and shared interest. 

• Eliminating unsustainably-sourced raw materials and 
ingredients from supply chains can be the most effective course 
of action for MNCs’ contribution to sustainability. 

• Greater emphasis should be placed on what is at stake for 
MNCs (e.g. safeguarding the future of raw materials, 
sustainability-focused consumer trends) when seeking to 
incentivize sustainable corporate practices. 

• Instances of ‘competitive advantage’ in which smaller 
opportunistic players benefit from maintaining unsustainable 
practices, should be met with swift government response. 
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Role of MNCs 

The power of MNCs in sustainability governance lies in 
their ability to control how and where they source their 
raw materials and key ingredients. To examine the role 
MNCs play in transnational sustainability governance, let 
us first consider western economies, such as the US, with 
highly ‘organised’ retail sectors, and where strong 
concentration of corporations dominate market supply. 
In 2006, organised retail in the US accounted for 85% of 
total retail activity, compared with that of India which 
accounted for just 4% (Patel, 2016). This suggests that 
the influence wielded by MNCs, in the context of 
sustainability governance, is perhaps more applicable in 
western economies. Nonetheless, it is in such 
concentrated sectors like in the US where large 
corporations have a greater role – and indeed ability – to 
introduce and bolster sustainable market practices from 
the top-down. Sustainable supply chains can therefore 
prove far more prolific in western economies, 
underlining the influence and clout MNCs maintain in 
this regard. This ability to profoundly determine and 
change the consumption habits of enormous segments 
of the population – given 
their size and reach in the 
wider consumer economy – 
situates transnational 
sustainability governance 
neatly within the purview of 
MNCs. In other words, 
filtering out unsustainable practices from early stages of 
production can have a far-reaching impact on how both 
society and individuals consume day to day products. As 
such, incorporating sustainability standards and practices 
into core business strategies buttresses TGAs insofar as 
their effectiveness in transforming the behaviour of 
individual consumers. 

Supply Chains - Palm Oil 

Supply chains, it could be argued, are one of the most 
effective tools MNCs can employ in contributing to the 
success of TGAs. It is in this regard that Dauvergne and 
Lister (2012) argue that they can effectively enforce and 
regulate corporate environmental standards, by 
integrating these measures into their international supply 
chains. One such example of this can be found in Mars 
Inc.’s recent expulsion of over twenty palm-oil producers 
from their supply chain, who could not commit to 
production processes that do not involve deforestation 
(Bloomberg, 2020). The production of palm oil (along 
with that of beef, soy, and timber) is one of the major 
drivers of tropical deforestation (WWF, 2018). The 
remediation of how this commodity is produced and 
sourced has become a key focus for many MNCs seeking 
to bolster their contribution to sustainability, and tackle 
deforestation. A statement from Mars advances this 

essay’s claims, acknowledging their ability and potential 
to “drive social and environmental change” citing a 
radical overhaul of their supply chains to deliver lasting 
results (Mars Inc., 2020). Tropical deforestation accounts 
for around 11% of global greenhouse gas emissions – 
put into perspective, this is equivalent to that of total 
global passenger vehicle emissions (Fransen and 
Schleifer, 2020). Taking this into consideration, the 
potential impact (also recognised in the European Green 
Deal) of MNCs cannot be ignored, given that roughly 
50% of products on Western shelves contain palm oil. 

Skin in the game: Why MNCs should play ball 

As mentioned earlier, this essay advocates a shift away 
from the narrative surrounding moral responsibility of 
MNCs, instead suggesting greater emphasis be placed on 
the compelling long-term incentives of sustainability 
governance. Large corporations consisting of worldwide 
customer bases and global supply chains often rely on 
multiple ingredients and components in their production 
processes. Alas, the effects of climate change are far-
reaching, meaning that MNCs have great impetus to 
engage in order to protect their supply of raw materials. 

Furthermore, growing numbers of 
consumers have begun to demand more 
sustainable supply chains, indicating 
majority disapproval of products 
associated with illegal deforestation 
(BBC, 2020). These are but two (albeit 
significant) justifications for MNCs to 

recognise and indeed exercise their central role in 
sustainability governance. Promulgated together with 
other arguments such as potential cost efficiencies of 
recycling, tapping sustainability-focussed investment 
funds, and even pre-empting potentially burdensome 
government regulations by implementing Private 
Sustainability Standards (Abbott, 2012), these arguments 
should lay at the forefront of any lobbying strategy. In 
this regard, moral responsibility may perhaps appear less 
significant a factor in decision-making processes of for-
profit entities. As such, incentivisation which considers 
and respects duty to shareholders in tandem with social 
and environmental concerns is imperative. Engaging in 
sustainability governance does not have to come at a cost 
to the bottom line and doing so should no longer be 
framed as supplementary to the commercial objectives of 
a company. 

Road-bumps: levelling the playing field 

In keeping with the earlier example of palm oil 
production, a pertinent example of how MNCs can 
impede the progress of TGAs can be found in the UK, 
where smaller players have benefitted from a competitive 
advantage via supply chains associated with legal 
deforestation (BBC, 2020). This can have a potentially 
distorting effect on the measures introduced by some 

Supply chains, it could be argued, 
are one of the most effective tools 
MNCs can employ in contributing to 
the success of TGAs.  
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companies, thus disincentivising ‘going the extra mile’ in 
eradicating deforestation of any kind from their supply 
chains. Consequently, the role of MNCs has extended to 
exerting pressure on the government to apply the law to 
all forms of deforestation, in search of a more robust 
governance strategy which inhibits such scenarios of 
competitive advantage from arising. Failure to close off 
such loopholes risks effectively penalising those who 
have taken the initiative and confronted deforestation in 
all forms.  

Conclusion 

The realm of sustainability governance has evolved in 
recent years, whereby the role of MNCs – by the very 
nature of their influence and omnipresence – in 
promoting, implementing, and even regulating 
sustainable practices is becoming more evident. 
Eliminating deforestation from every stage of production 
is a prototype for how this role can flourish and cultivate 
change in everyday consumption. Adapting and 
overhauling supply chains is just one example of how 
MNCs can exert influence in the realm of sustainability 
governance and has the potential to prove effective in 
driving sweeping changes across industries, which filter 
down to individual consumer level. The dynamism of 
supply chains as a tool in this regard is particularly salient 
in western economies with organised markets in certain 
industries. This essay has illustrated that a myriad of 
reasons exists for MNCs to participate in sustainability 
governance, limited not to moral responsibility, but 
including financially viable (even attractive) strategies. 
Whilst many argue that more remains to be done to close 
off loopholes and avenues which can underwrite 
competitive advantages, MNCs nonetheless have the 
potential to emerge as one of the most impactful actors 
both on the success and limitations of TGAs. Broadly 
speaking, this essay has sought to highlight the power 
MNCs can exercise in tackling some of the most 
pressing environmental concerns faced by society today. 
Stressing also their stake in effectuating change, such 
efforts must be met halfway and safeguarded from 
opportunistic competitors. 
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