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ABSTRACT: In order to formulate effective nonmarket strategies for firmspursuing global businesses, 

managers must adopt a comprehensive approach that can assess firms’cross-border political and social 

environment. This paper argues that a comprehensive approach to assess firms’ global nonmarket environment 

must combine all the three concepts (i.e. issues, stakeholders, networks [relationships]) that have been 

identified by the existing literature on nonmarket strategy, considering the concept of location (a particularly 

important concept in assessing the global nonmarket context) in addition to these three concepts. While 

developing a comprehensive approach to assess the global nonmarket environment of firms remains as a future 

research agenda, this paper elaborates, in more detail, the existing concepts of global nonmarket environment, 

including location, because this elaboration of concepts is required to develop a new, comprehensive approach. 
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I. INTRODUCTION: THE GLOBAL NONMARKET ENVIRONMENT AND NONMRKET 

STRATEGY 

The business environment of a firm, as Baron (1995) points out, is composed of both market and 

nonmarket components and a firm‟s strategy mustintegrate these market and nonmarket considerations all 

together to respond effectively to thisbusiness environment. The nonmarket environment concerns any political 

and social interactions between a firm and its various stakeholders,such asthe civil society, NGOs, advocacy 

groups, government, inter-governmental organizations, the media, and other public institutions. It is argued that 

managers must understand the implications of the nonmarket components for the market strategies.In other 

words, a well-formulatednonmarket strategy can help shape a positive market environment for the firm. 

Managers formulate nonmarket strategies in response to the nonmarket environment of their firms, 

which is represented by the political and social context in which firms do their businesses. Accordingly, in order 

to formulate effective nonmarket strategies, managers need to have an approach (or a measure) through which 

they can assess or conceptualize the political and social environment surroundingtheir firms. Scholars have 

developed three major approaches, as Lucea and Doh (2012)describe,to assess or conceptualize firms‟ 

nonmarket (political and social) environment. They are: strategic issue management approach, stakeholder 

management approach, and network (or relationship) approach. 

For firms engaging in cross-border businesses,it is argued that considering all these three concepts(i.e. 

issues, stakeholders, networks [relationships]) of the nonmarket (political and social) environment is critical to 

formulate effective global nonmarket strategies. Nevertheless, much of the extant literature on international 

business and strategic management adopts and emphasizes one of these three concepts, instead of incorporating 

all these three concepts into the process of formulating nonmarket strategies. 

Moreover, all these three approaches in the existing literature consider, rarely, the concept of „location‟ 

(a particularly important concept for the global nonmarket strategy formulation)in connection with assessing the 

global political and social context of firms doing cross-border businesses. The concept of location has an 

important implication for formulating an effective nonmarket strategy in the global business environment. The 

existing literature on nonmarket strategy confirms that firms engaging in international business formulate 

nonmarket strategies at some point between two extreme types (i.e. standardized, uniform nonmarket strategies 

for the entire global markets vs. fragmented, a wide variety of country/region-specific nonmarket strategies) 

since most firms today operate in a “semi-globalized” political and socialenvironment (Lucea & Doh, 

2012).Therefore,in order to formulate an effective nonmarket strategy in the global business environment, 

managers must consider the concept of location in addition to the three concepts in the nonmarket environment 

(i.e. issues, stakeholders, networks [or relationships]). 
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In addition, to formulate effective nonmarket strategies for firms pursuing cross-border businesses, 

scholars and practitioners must consider the changing global business environment. This changing nature of the 

global business environment has produceddiverse participants in the field of international business who have 

different interests, purposes, and preferences and, has, subsequently, undermined the traditional global 

governance in the global markets. For instance, the recent literature on the relationship between business and 

government has added the inter-governmental organizations (e.g. WTO, IMF, World Bank) to the traditional 

business-government model as formal actors in today‟s global business environment. Furthermore, scholars 

have increasingly considered the role of the civil society, advocacy groups, and NGOs in the global business 

environment in explaining the changing global governance. (e.g. Kobrin, 1998). 

The nonmarket strategies pursued by firms in the global markets have evolved as the global business 

environment has changed. Scholars have identified firms‟two different approaches to formulating nonmarket 

strategiesunder the changing global governance and these two approaches are represented by the concepts of 

corporate political activity (CPA) and corporate social responsibility (CSR). These two concepts are discussed 

more in detail below and they are closely in connection with the concepts identified in the nonmarket strategy 

literature (i.e. issues, stakeholders, networks [relationships]) and, also, with the concept of location.  

This paper contends that managers of a firm must develop a comprehensive approach that can assess 

the firm‟s cross-border political and social environment to formulate an effective global nonmarket strategy for 

the firm. In essence, this comprehensive approach must combine all the three concepts (i.e. issues, stakeholders, 

networks [relationships]) identified by the existing literature on the nonmarket environment, considering the 

concept of location in addition to these three concepts.  

While developing a comprehensive approach to assess the global nonmarket environment of firms 

remains as a future research agenda, this paper elaborates, in more detail, the existing concepts of the global 

nonmarket environment introduced by the extant literature because this elaboration of concepts is required to 

develop a new, comprehensive approach. 

 

II. A REVIEW OFLITERATURE ON NONMARKET ENVIRONMENT ANDNONMARKET 

STRATEGY 

Baron (1995) defines nonmarket strategy as “a concerted pattern of actions taken in the nonmarket 

environment to create value by improving its overall performance.” (p.47) Baron (1995) further points out that 

“the nonmarket environment consists of the social, political, and legal arrangements that structure the firm‟s 

interactions outside of, and in conjunction with, markets.” (p.48) Since Baron‟s publication (1995), lots of 

scholars have tried to address the issues related to nonmarket strategy such as how firms attempt to influence 

their nonmarket environment. Recently, based on a comprehensive literature review on nonmarket strategy, 

Wrona and Sinzig (2018) define nonmarket strategy as activities to strategically shape the nonmarket 

environment in order to achieve corporate objectives. 

The extant research on nonmarket strategy can be classified into two strands: social and political 

nonmarket strategies (Wrona & Sinzig, 2018; Mellahi et al., 2016). Social nonmarket strategy strand 

investigates strategic corporate social responsibility (CSR) and political nonmarket strategy strand examines 

corporate political activity (CPA). Strategic CSR refers to “corporate actions that appear to advance some social 

good that allows a firm to enhance organizational performance, regardless of motive.” (Mellahi et al., 2016, 

p.144) CPA refers to “corporate attempts to manage political institutions and/or influence political actors in 

ways favorable to the firm.” (Mellahi et al., 2016, p.144) Concerning these two strands of the extant research on 

nonmarket strategy, several scholars have pointed out that there has been little interaction between the social and 

political aspects of firms‟ nonmarket strategies. Wrona and Sinzig (2018) contend that “despite their common 

objective to influence the nonmarket environment, empirical studies rather look at either social or political 

strategies…as a result of the empirical fragmentation, most contributions to the nonmarket strategy field are 

isolated and stand-alone articles restricting comparative analyses.” (p.254) Mellahi et al. (2016) also argue that 

these two parallel strands of nonmarket strategy research have emerged largely in isolation. 

Nevertheless, there have been recent attempts to integrate these two lines of nonmarket research.Doh et 

al. (2012) reviewed the dominant paradigms in the contemporary nonmarket strategy research in order to 

integrate institutional theory (new institutional economics, neo-institutional perspectives, and national business 

systems) with strategic perspectives (industrial organization, resource-based view, and network perspectives). 

Mellahi et al. (2016) attempt to integrate political and social antecedents in nonmarket strategy research (Wrona 

and Sinzig [2018] acknowledge that this is the first attempt to integrate political and social nonmarket strategy 

research).Mellahi et al. (2016) argue that their integrative framework for nonmarket strategy research can be a 

useful tool to study the nonmarket strategy-performance relationship as a multi-theoretical lens. But, their 

framework has alimitation in terms of focusing particularly on the performance implications of nonmarket 

strategies. More recently, Wrona and Sinzig (2018) conducted a comprehensive literature review that considers 

both social and political nonmarket strategies. The authors indicate that, based on an integrative framework, 
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they tried to bundle, map, and evaluate the scholarly works in the field of nonmarket strategy research. An 

integrative approach to nonmarket strategy research can explain how the institutional context (political 

environment) and social actors either constrain or enable firms‟ capabilities of nonmarket strategies. 

In addition to the attempts to integrate the two lines of nonmarket research, there have been efforts to 

integrate market and nonmarket strategies. An integrative approach to nonmarket strategy research has also 

contributed to investigating the possibilities of an integrative approach between market and nonmarket strategy. 

The necessity of market and nonmarket strategy integration was introduced by Baron (1995)‟s publication: 

Integrated Strategy. Baron (1997) argues that an integrated strategy needs to be region specific since the 

nonmarket environment is subject to regional institutions, regulations, and cultures. However, Wrona and Sinzig 

(2018) point out that it is still unclear that “how international corporations delegate responsibilities regarding the 

development of market and nonmarket strategies across borders and how an integrated strategy can be 

coordinated.” (p.303) 

Another important research stream on nonmarket strategy has been examining the relationship between 

nonmarket strategy and organizational performance. There are numerous publications that investigate the link 

between nonmarket strategy and organizational performance (e.g. Hillman & Hitt, 1999; Shaffer et al., 2000; 

Bonardi et al., 2006; Wagner, 2007; Johnson et al., 2012; Wei et al., 2015; Rajwany & Liedong, 2015). The 

extant research shows inconsistent results concerning the relationship between nonmarket strategy and 

organizational performance (i.e. positive, negative, or ambiguous impact on firm performance). Wrona and 

Sinzig (2018) indicate that the results vary depending on the analyzed strategy type and activity as well as on the 

applied indicator to measure organizational performance. In addition, Mellahi et al. (2016) suggest that a multi-

theoretical framework is needed for a better understanding of the relationship between nonmarket strategy and 

firm performance. To support their argument, the authors introduce various mediating mechanisms and 

moderating variables that underlie the link between nonmarket strategy and firm performance. 

The majority of the extent literature suggests a positive relationship between nonmarket strategy and 

organizational performance.In other words, as Wrona and Sinzig (2018) point out, there is broad empirical 

evidence that nonmarket strategies have a positive impact on firm performance. For example, Shaffer et al. 

(2000) examine the impact of market and nonmarket activities on the airline companies‟ performance, 

measuring the firm performance through profits, market share, and capacity utilization. The authors confirm that 

nonmarket activities influence significantly the performance of airline companies in a positive way through all 

the three dimensions of firm performance measurement. Husted et al. (2012) assess how social activities 

(strategic social planning and strategic social positioning) influence the economic value of a firm. The authors 

conclude that both types of strategies influence the firm economic value in a positive way and, particularly, the 

type of social positioning strategy have a stronger impact on the firm economic value. Maurer et al. (2011) also 

argue that cultural and social activities influence the economic value of a firm in a positive way in connection 

with a firm‟s strategy since the possibility of gaining public legitimacy can be increased for the firm. 

Mathur et al. (2013)propose a positive impact of political strategies on firm performance, analyzing the 

influence of lobbying, as a part of a nonmarket strategy, on the firm value which is measured by return on 

assets. Lux et al. (2011) investigate the impact of corporate political activities, such as lobbying, on 

organizational performance and find that corporate political activities have a significant positive influence on 

organizational performance which is measured by return on assets and measured also by the survival or failure 

of the firm. Similarly, Hillman et al. (1999) examine the impact of corporate political strategies on the firm 

value, focusing on personal services of managers in political positions (e.g. political consultants, memberships 

in political committees). The authors find that personal services as a part of political strategy have a positive 

influence on firm performance measured by the market return. 

In contrast, the extant research also shows that there is a negative relationship between nonmarket 

strategy and frim performance. For example, Leuz and Oberholzer-Gee (2006) examine the long term impact of 

political strategies pursued by firms doing business in Indonesia. The authors find that a close cooperation with 

political decision makers may have a negative influence on organizational performance particularly when the 

local regime changes, because the connections to the government break away, leading to negative results in firm 

performance. In addition, there are researches that show ambiguous results between nonmarket strategy and firm 

performance. Guo et al. (2014) investigate the relationship between political strategies (political, interpersonal 

ties of the management with political decision makers) and firm performance (various financial and non-

financial factors, such as sales volumes, return on investment, market share growth, and productivity) in 

emerging markets. The authors find that political, interpersonal ties can support firms to attain institutional 

support (e.g. resource procurement) and also help firms identify and exploit business opportunities in terms of 

influencing policy makers (such as regulations). However, it was unclear that whether legitimacy building 

through political, interpersonal ties can reduce uncertainty and, thus, improve firm performance. 

Hadani and Schuler (2013) examine the relationship between political strategies (political investments 

in lobbying/political campaigns and human capital investments such as recruiting staff with former political 
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experience) and firm performance (market value and return on sales). The authors find that a positive 

relationship exists between political investments and market value of firms operating in highly regulated 

industries. However, no positive relationship was found between political investments and market value (and 

return on sales) as well as between human capital investments and market value. The authors confirm that 

human capital investments have a neutral impact on return on sales. 

In sum, although a majority of the extent studies on the relationship between nonmarket strategy and 

firm performance confirms a positive relationship, there are disagreements (contradicting results) about the 

relationship between nonmarket strategy and firm performance. Even, some studies show a negative relationship 

between nonmarket strategy and firm performance (e.g. Leuz & Oberholzer-Gee [2006], Hadani & Schuler 

[2013]). Some recent review papers (e.g. Mellahi et al. [2016], Rajwani & Liedong [2015]) also confirm this 

inconsistent research results on the relationship between nonmarket strategy and firm performance. 

 

III. THE IMPLICATIONS OF THE GLOBAL NONMARKET ENVIRONMENTFOR THE 

INTERNATIONAL STRATEGY OF FIRMS 

The existing strategic management(and international business) literature shows that most scholars and 

practitioners acknowledge that firms must deal with both market and nonmarket environment to 

formulateeffective strategy. Baron (1995) points out that “the environment of business is composed of market 

and nonmarket components and any approach to strategy formulation must integrate both market and nonmarket 

considerations” (p.47) The nonmarket environment can be defined “in terms of social, political, and legal 

arrangements that comprise company-public interactions.” (Kobrin, 2015, p.262) In specific, the nonmarket 

environment concerns the interactions between the firm and other parties “that are intermediated by the public, 

stakeholders, government, the media, and public institutions.” (Baron, 1995, p.47) Baron (1995) further notes 

that the institutions of nonmarket environment differ from those of market environment in terms of 

characteristics, such as “majority rule, due process, enfranchisement, collective action, and publicness.” (p.47) 

A nonmarket strategy can be defined as “a concerted pattern of actions taken in the nonmarket 

environment to create value by improving its overall performance, as in the case in which a firm works through 

its home government to use trade policy to open a foreign market.” (Baron, 1995, p.48)Firms engaging in 

international trade and investment try to formulate nonmarket strategies in response to the political and social 

environment in which they do businesses. In essence, managers should understand the ramification of 

nonmarket strategy in terms of the market environment. In other words, a firm formulates a nonmarket strategy 

in response to the political and social context in which the firm operates and aims to shape a positive market 

environment through this nonmarket strategy.In this respect, it is argued that a firm must integrate market and 

nonmarket components to formulate effective strategy for the firm. 

As Kobrin (2015) points out, the scholarship in the field of international business has dealt with the 

nonmarket environment and, also, has tried to integrate market and nonmarket strategies. But, in terms of 

strategy formulation, firms engaging in cross-border businesses should deal with not only the issue of efficiency 

through standardization but also the issue of local adaptation. In other words, in terms of strategy formulation in 

the global business environment, firms should simultaneously deal with the pressure to standardize strategies 

globally to attain cost efficiency and the pressure to differentiate strategies locally to satisfy different local 

political, legal, economic, socio-cultural, and technological environments. Is a global (or an internationally 

standardized) nonmarket strategy is viable? Kobrin (2015) answers this question as follows: “Despite increasing 

concern about the global nonmarket environment and a recognition of the transnationalization of business, 

government and NGOs…, much of the discussion of nonmarket strategies remains tied to a cross-border or 

multidomestic context given the emphasis on country-specific factors.” (p.262) Both Baron (1995) and Kobrin 

(2015) contend that a standardized global nonmarket strategy would not be effective. 

In fact, the research on nonmarket strategy has shown that firms have formulated two different types of 

nonmarket strategies for the global markets. Lucea and Doh (2012) classify nonmarket strategies as follows: 

nonmarket strategies “either consist of a disparate portfolio of disconnected country-level social and political 

programs or are composed of standardized corporate policies that are applied uniformly across geographies.” 

(p.1) The first type of nonmarket strategy assumes that the social and political environment in which a firm 

operates is very different across countries in the global markets. In contrast, the second type of nonmarket 

strategy assumes that the social and political environment of different countries in the global markets is highly 

similar to each other. But, in reality, most firms engaging in international business formulate nonmarket 

strategies at some point between these two extreme types. This explains, as Lucea and Doh (2012) indicate, that 

most firms today operate in a “semi-globalized” political and social environment. 

Another important issue in the global nonmarket environment in connection with the international 

strategy of firms is the changing global business environment. Kobrin (2009) argues that we may be entering a 

new uncharted phase of opportunities and challenges characterized by new types of participants, such as 

governments, firms, and NGOs, who have more diverse and unaligned interests, purposes, and preferences. This 
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changing global business environment with new types of participants hinders cooperation among the 

participants in the global markets. In addition, as Doh et al. (2015) point out, this phenomenon undermines the 

traditional global governance in the global markets. 

For example, traditionally, the scholarship in the field of international business has explored the 

relationship between business and government, examining the institutional contexts of this relationship (e.g. 

Vernon, 1971; Fagre & Wells, 1982; Kobrin, 1987). Doh et al. (2015) indicates that more recent research on the 

relationship between business and government in the global business environment has investigated “how 

governments shape the varying institutional contexts – both national and supranational (Henisz, 2000) – that 

firms encounter as well as how firms themselves are able to adapt to, adjust, and influence the emerging 

institutional environments.” (p.257) In addition, the international business literature on the relationship between 

business and government has added the inter-governmental organizations (e.g. WTO, IMF, World Bank) to the 

traditional business-government model as formal actors in the global business environment. 

Moreover, international business scholars have increasingly considered the role of the civil society and 

NGOs in the global business environment as important participants in the multifaceted business, government, 

and nongovernmental relationships (e.g. Kobrin, 1998; Teegen et al., 2004; Lucea, 2010; Boddewyn & Doh, 

2011). 

Although MNEs are still considered as the most critical player, in terms of the global governance, in 

today‟s global business environment, they should work with governments in many perspectives, for example, 

trade and investment policies, intellectual property rights protection, and safety standards negotiations. 

Furthermore, the emergence of emerging markets has also changed the traditional global business environment. 

Many recent empirical studies on the emerging markets have shown that, to be successful in the emerging 

markets, firms should actively incorporate nonmarket strategies into the traditional market strategies since both 

the formal and informal institutions that affect business in the emerging markets are very different from those in 

the advanced economies. 

Concerning the changes in the global business environment in terms of the global governance, 

international business scholars have examined how these changes have influenced the nonmarket strategies of 

firms engaging in cross-border trade and investment. As the literature review section above shows, the 

nonmarket strategies pursued by firms in the global markets have evolved as the global business environment 

has changed. In specific, international business scholars have found firms‟ two different approaches to 

formulating the nonmarket strategiesin the global markets. The first approach concerns formulating firms‟ 

nonmarket strategies in terms of the corporate political activity (CPA).Scholars have investigated the four pillars 

of CPA (Doh et al., 2015). First, the studies on the „strategic goals‟ have explored the objectives pursued by 

firms that engage with governments. Doh et al. (2015) point out that: “From Baron (1997) and Hillman and Hitt 

(1999) to Oliver and Holzinger (2008), scholars have tried to identify mediating and moderating factors that 

may account for various motives that firms have in engaging with governments.” (p.257) In addition, the issue 

of the strategic goals is in connection with examining the relationship between CPA and firm performance. 

Although some corporate political activities might bring immediate benefits to firm performance, scholars have 

found that they, more frequently, might have long-term impacts on firm performance. 

Second, the studies on the „strategic options‟ have explored the strategic options firms can pursue in the 

political arena and, furthermore, have explored the strategic options that may achieve firms‟ objectives more 

efficiently and effectively.For instance, the studies on the strategic options investigate when a firm engages in 

CPA unilaterally and when a firm engages in CPA collectively with other firms. Third, the studies on the 

„resources and capabilities‟ have explored the “development and deployment of the firm‟s political resources 

and capabilities.” (Doh et al., p.258) The studies on the „institutions‟ have explored the “institutional-level 

constraints and boundaries within different political environments” (Doh et al., p.258), such as the differences in 

process, industry structure, and regulations. 

The second approach concerns formulating firms‟ nonmarket strategies in terms of the corporate social 

responsibility (CSR). As Doh et al. (2015) and Lucea and Doh (2012) argue, an increasing number of scholars 

and practitioners have considered CSR (including sustainability) as an important factor in formulating firms‟ 

nonmarket strategies. For example, McWilliams et al. (2006) theorize the strategic implications of CSR and 

contend that firms‟ CSR practices should be integrated into their business-level and corporate-level strategies. 

Baron (2001) argues that firms may even compete for socially-conscientious customers by strategically 

highlighting their CSR initiatives. 

 

IV. ASSESSING THE GLOBAL NONMARKETING ENVIRONMENT FOR THE INTERNATIONAL 

STRATEGY OF FIRMS 

 

As noted earlier, firms formulate their nonmarket strategies in response to the political and social 

environment in which they do their businesses. Therefore, in order to formulate an effective nonmarket strategy 
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for a firm, managers need to have an approach through which they can assess or conceptualize the political and 

social environment of the firm. Lucea and Doh (2012) identify three major approaches,in the existing literature, 

to assessing or conceptualizing the nonmarket (political and social) environment of firms pursuing cross-border 

businesses. 

First, the strategic issue management approach (Ansoff, 1980) considers “the concept of issue as the 

original principle of the relationship between firms and their nonmarket environment…Issues are viewed as 

gaps between stakeholder expectations and an organization‟s policies, performance, products or public 

commitments.” (Lucea & Doh, 2012, p.8) Thus, Lucea and Doh (2012) define the issue management as “the 

process by which firms close this gap between expectations and reality” (p.8) and “this can be done by either 

changing the firms‟ behavior or by altering stakeholders‟ expectations and perceptions about the behavior of 

firms.” (p.8) 

Second, the stakeholder management approach (stakeholder theory), proposed by Freeman (1984) and 

Donaldson and Preston (1995), concerns the notion that a firm must respond to the expectations and claims of 

diverse stakeholders who can affect the firm‟s performance. The primary research questions of this approach 

have been identifying who a stakeholder is and, also, when (or how) this stakeholder matters. Although 

stakeholder management and CSR are two different concepts, Lucea and Doh (2012) argue that the stakeholder 

management approach is associatedclosely with the concept of CSR which is defined as the “actions that appear 

to further some social good beyond the interests of the firm and that which is required by law.” (p.10) In 

particular, the concept of the strategic CSR (Baron, 1996) that has been developed through the CSR literature 

investigates the relationship between a firm‟sCSR initiative and its overall position in the business 

environment.As an extension of Baron (1996)‟s idea about the strategic CSR, some scholars (e.g. McWilliams et 

al., 2006; Husted & Allen, 2011) propose the following: “A company‟s social practices are part and parcel of its 

business and corporate-level strategies. Hence, inherently advocating that the increasing inter-penetration of the 

market, social, and government facet‟s of a company‟s context should be reflected in a tighter integration of its 

market and nonmarket strategies.” (Lucea & Doh, 2012, p.10) 

Third, the network approach, introduced more recently than the other two approaches, applies “a social 

network approach to the study of a firm‟s nonmarket environment.” (Lucea & Doh, 2012, p.10) Here, the 

network is defined in terms of actors and the relationships among actors (Mahon et al., 2004). Thus, this 

approach has “focused not only on the attributes of the stakeholders but also on the relationships that a firm 

establishes with its stakeholders and the relationships that these stakeholders establish among themselves.” 

(Lucea & Doh, 2012, p.10) The primary research questions of this approach are how to integrate stakeholders 

and issues and, also, how the network structure affects actor behavior (in general, firm behavior) (Mahon et al., 

2004). In essence, as Lucea and Doh (2012) indicate, the network approach tries to prove the importance of the 

structural position occupied by an actor in an organizational field in terms of opportunities, constraints, and 

behaviors. 

Although it is critical to consider all these three approaches to formulate effective nonmarket strategies 

for firms engaging in cross-border businesses, much of the extant literature on international business and 

strategic management, as Lucea and Doh (2012) indicate, adopts and emphasizes one of these three approaches, 

instead of incorporating all these three concepts of issues, stakeholders, and networks (or relationships) into the 

process of the nonmarket strategy formulation. 

Moreover, all these three approaches consider, rarely, the concept of „location‟in formulating 

nonmarket strategies in the global political and social context. As noted earlier, location is a particularly 

important concept in assessing the global nonmarket environment.In connection with the concept of location, 

the research on nonmarket strategy has identified firms‟ two different types of nonmarket strategies in the global 

markets. The first type of nonmarket strategy assumes that the social and political environment in which a firm 

operates is very different across countries in the global markets. In contrast, the second type of nonmarket 

strategy assumes that the social and political environment of different countries in the global markets is highly 

similar to each other. However,as discussed above, in reality, most firms engaging in international business 

formulate nonmarket strategies at some point between these two extreme types since most firms today operate in 

a „semi-globalized‟ social and political environment. In other words, we need to develop a better approach than 

these two extreme types of approaches to nonmarket strategy. To do so, first, it is important to consider all the 

three concepts of issues, stakeholders, and networks (or relationships) of the nonmarket environment to 

formulate an effective nonmarket strategy in the global business environment. Second, in addition to these three 

concepts of nonmarket environment, it is critical to consider the concept of „location‟ in the global political and 

social context. 

The concept of location can be defined in a variety way. For this paper, location is defined as Lucea 

and Doh (2012) conceptualize: “…location is conceived not only in geographic terms, as in a given combination 

of longitude and latitude on a map, but also as a particular configuration of cultural, economic and institutional 

arrangements…that bear a direct influence on the opportunities and constraints of inter-organizational life.” 
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(p.5)Location, as Friedman (2005) comments, is one of the central concepts in international business activities, 

even as the world is becoming flatter. Location has been one of the critical concepts in the discipline of 

international business in terms of the international competitive advantage of firms in the global business 

environment. Namely, the extant research shows that scholars have actively studied location in terms of 

formulating market strategy in the global business environment. It is argued that the study of location in terms of 

formulating nonmarket strategy in the global business environment is equally important. For example, location 

is a critical and fundamental concept for firms to deal effectively with stakeholders in the global business 

environment in that it helps firms determine why specific stakeholders put specific claims against them, how 

these claims are framed by stakeholders, and what resources can be mobilized by stakeholders to attain their 

goals. 

The importance of location for firms to formulate effective nonmarket strategy in the global business 

environmentis also found from the study on the disparity,in terms of the stakeholder behavior,between NGOs 

(and advocacy groups) located in advanced economies and those located in the emerging (or developing) 

economies. As Lucea and Doh (2012) comment, there are many existing studies on comparing rich NGOs in 

advanced economies with poor NGOs in emerging (or developing) economies. In particular,some studies (e.g. 

Smith et al., 1998; Harris-Curtis et al., 2015) have examined the nature of NGOs‟ claims globally and have 

found that NGOs in emerging economies concern primarily about collective interests and, in contrast, NGOs in 

advanced economies concern primarily about individua human rights. In addition, Ahmad (2006) argues that, in 

terms of preferred strategies, the majority of NGOs in emerging economies try to attain their goals through 

grassroots pressure, while NGOs in advanced economies seem to privilege both domestic and international 

policy making. 

In sum, the location of the stakeholders of a firm in the global business environment has important 

implications for the firm‟s nonmarket (political and social) strategy. Fundamentally, location plays an important 

role for a firm engaging in cross-border business to sort out following problems: the issues taken care by 

stakeholders of the firm; the ways (or measures) through which stakeholders frame their claims; the means 

adopted by the firm that can be considered as legitimate by stakeholders; and the kinds and amounts of 

resources that can be mobilized by stakeholders. Lucea and Doh (2012) also emphasize the concept of “location 

in terms of distance between stakeholders” (p.8) because “it reflects the potential they have to leverage locally-

based resources across borers in pursuit of their goals.” (p.8) 

Lastly, firms engaging in cross-border businesses today are facing another location-related challenge in 

terms of the changing global governance. That is, firms must formulate nonmarket strategies at multiple 

geographic levels in response to the political and social context in which they operate.In other words, firms‟ 

nonmarket strategies must be formulated in response to the diverse claims of diverse stakeholders at the global, 

regional, national, and local levels because the institutional arrangements of today‟s global business are much 

more diverse and unaligned than the previous era in terms of a geographic level.This is the challenge firms are 

facing in the global business environment today and firms must deal with this challenge considering the concept 

of location. 

 

V. CONCLUSION: ELABORATING THEEXITING CONCEPTS OF THE GLOBAL NONMARKET 

ENVIRONMENT 

In essence, in order to formulate an effective nonmarket strategyfor a firm engaging in international 

business, we must develop a comprehensive approach to assess the firm‟s cross-border political and social 

environment. In particular, this comprehensive approach must combine all the three concepts (i.e. issues, 

stakeholders, networks [relationships]) identified by in the existing literature on the nonmarket environment, 

considering the concept of location in addition to these three concepts.While developing a comprehensive 

approach to assess the global nonmarket environment of firms remains as a future research agenda, this paper 

elaborates, in more detail, these three existing concepts of the global nonmarket environment because this 

elaboration of concepts is required to develop a new, comprehensive approach. 

First, concerning the concept of issues, how to define the „issues‟ might be controversial in the global 

nonmarket environment. There are commonly accepted definitions of issues among scholars. For example, 

Ansoff (1980)introduces the concept of the „strategic issue management‟ and defines issues as forthcoming 

developments likely to have an important impact on the ability of the enterprise to meet its objectives. Kingdon 

(1984) defines issues as social problems that require managerial attention when they are defined as being 

problematic to a society or to an institution with the society. 

However, these general, standard definitions of issues might be inappropriate to understand the concept 

of issues in terms of the global nonmarket environment. Lucea and Doh (2012)point out the limitations of these 

definitions. On the one hand, these definitions depict an issue as something that harms or threatens firms. This is 

not always the case. An increasing number of empirical cases in the global business context have shown that the 

cooperation between firms and their stakeholders (e.g. governments, NGOs, civil societies, etc.) in connection 
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with the issues in the global nonmarket environment can produce beneficial outcomes for both firms and their 

stakeholders.On the other hand, the general, standard definitions of issues conceptualize issues too broad (e.g. 

defining issues as social problems) to be considered as relevant managerial issues in the global nonmarket 

environment. 

Therefore, Lucea and Doh (2012) propose the following: “…issues are most effectively operationalized 

as concrete instances or events such as a project, a product, or a firm policy that generate gaps between the 

expectations of a number of stakeholders and the firm‟s behavior. Therefore, mapping the nonmarket 

environment of a firm requires that we start by identify these focal points around which nonmarket action is 

likely to take place.” (p.12) 

Second, concerning the concept of stakeholders,Freeman‟s (1984) definition on stakeholders is still 

useful to understand the stakeholders in the global nonmarket environment. Freeman (1984) defines 

stakeholders as “any group or individual who can affect or is affected by the achievement of the organization‟s 

objectives.” (p.46)As Rowley (1997) indicates,the traditional stakeholder theories (e.g. Freeman, 1984; 

Donaldson & Preston, 1995; Mitchell et al., 1997)have been built on the premise that the attributes of 

stakeholders determine their power and influence over firms and over other stakeholders. In specific, the 

stakeholder attributes used the most by the traditional stakeholder approaches are: the type of relationship the 

stakeholder has with the focal firm, the size of the organization, the resources (e.g. financial, human, 

informational resources) the stakeholder can mobilize, the stakeholder‟s reputation, the stakeholder‟s social 

capital, the stakeholder‟s attitude towards the focal firm, and whether the stakeholder delivers service or engages 

in advocacy (Lucea & Doh, 2012). 

In regard to these traditional stakeholder attributes, Lucea and Doh (2012)maintain that “the actual 

location of residence of the stakeholder” has rarely been used as a stakeholder attribute.This paper agrees with 

the authors argument. That is,the location of the stakeholders of a firm is an important stakeholder attribute in 

terms of formulatingan effective nonmarket strategy in the global business environment. Lucea and Doh (2012) 

further point out that “the relevance of location stems from the fact that some of the most important sources of 

leverage social and political actors over firms is tightly linked to their being embedded in the socio-political 

fabric of a particular locale.” (p.13) 

Third, concerning the concept of networks (or relationships), a social network approach, as discussed 

above, has been applied to investigate firms‟ nonmarket environment. In a social network approach, a tie reflects 

some kinds of interdependence (a broad spectrum of relationships) between the two nodes (firm to stakeholder 

or stakeholder to stakeholder) it links (Lucea & Doh, 2012). A comprehensive approach to assess the global 

nonmarket environment should examine, as Lucea and Doh (2012) point out, whether there is a tie between two 

nodes when “they engage directly with one another in regard to a particular issue generated by the focal firm.” 

(p.14) While defining the tie between two nodes seems to identify the meaning of the relationship in a broad 

sense, specific research questions can help define a more narrowed down relationship between the two nodes, 

such as identifying the cooperation between the focal firm and stakeholders (e.g. an advocacy group or an NGO) 

to resolve a problem at hand. 

Lastly, considering the concept of location, as discussed earlier, in addition to the existing three 

concepts (i.e. issues, stakeholders, networks [relationships]) of the nonmarket environment would help develop 

a more comprehensive approach to the global political-social environment. In essence, considering location as a 

stakeholder attribute makes it possible for the focal firm to assess the geographic location of the stakeholders 

and this assessment helps the firm to identify the resources (resources particularly in connection with specific 

location) they can mobilize. 

In addition, considering location helps the focal firm identify the connections between different issue 

claims and different stakeholders in different locations (or countries). In other words, considering location 

makes it easier for the focal firm to identify the geographic range of a specific issue claim and the different level 

of engagement of stakeholders in different locations (or countries) concerning the specific issue claim. 

Moreover, considering location may reveal whether a specific stakeholder is involved in a single-issue claim or 

multiple-issue claims. 

In conclusion, while developing a comprehensive approach to assess the global nonmarket environment 

of firms remains as a future research agenda, this paper focuses on elaborating, in more detail, the existing 

concepts (i.e. issues, stakeholders, networks [relationships]) of the nonmarket environment,considering the 

concept of location (a particularly important concept in assessing the global nonmarket context) in addition to 

these three concepts,because this elaboration of concepts is required to develop a new, comprehensive approach 

to the global nonmarket environment. 
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