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findings show that firms engage in CSR for altruistic, defensive,
and strategic reasons. The role of NGOs in these activities, as well
as the related risks for both types of partners, is also explained and
studied. NGOs are identified to have fundraising, stakeholder, and
strategic functions in corporate-NGO partnerships. The findings
aso show that the main risks for NGOs, namely, a loss of
credibility and legitimacy and their consequences, are related to the
financia and existential dependency created by corporate-NGO
partnerships.

Key Words: Business Sustainability; Corporate Socid
Responsibility; Cross-Sector Alliance; Firm Strategy; Non-

Governmental Organizations; Sustainability Labels.

JEL Classification: L21, L31, M14, QO1.

" Corresponding author : Sylvaine Poret, INRA-ALISS, 65 boulevard de Brandebourg 94200 Ivry-sur-Seine,
France. E-mail: sylvaine.poret@ivry.inrafr.



1. Introduction

The United Nations Conference on the Environmedt@eavelopment held in Rio de Janeiro
in 1992, otherwise known as the Rio Earth Sumneglated that partnerships are key to
sustainable development. Later, the 2002 World Siinom Sustainable Development in
Johannesburg marked the crowning of corporate Isoesponsibility (CSR). Indeed, the
difference between Rio and Johannesburg is thecipation of corporations: virtually absent

at the first summit, they were ubiquitous at theosel.

Generally, the period between the two summits weamked by the ascendance of
multinational corporations (MNCs). Even if concegtyroblems arise in comparisons
between MNCs and countries because corporate revenwnot equivalent to GDP, a
commonly quoted report noted that in 1999, 51 ef world’s 100 largest economies were
companies while 49 were countries (Anderson anda@agh, 2000). Prior to the 1980s,
governments used public standards and laws to mwié regulations on the social and
environmental performance of MNCs. This approaclknewn as command and control.
However, the subsequent globalization of exchanfyes, market movement, privatization,
and deregulation weakened policy makers’ role,i@dgrly at the national level (Googins
and Rochlin, 2000; Selsky and Parker, 2005). Thwidance of the state in regulating social
and environmental performance began to erode, tatd sontrol shifted to corporate self-
regulation in the 1980s and 1990s, with tools sagprivate standards, management systems,
codes of conduct, best practices, certification é&atgbling, transparency guidelines, and

sustainable reporting and monitoring.

According to GlobeScan’s global public trackingidil 2, in the ten countries tracked over the
past decade, only 38% of respondents believe thapanies communicate honestly about
their social and environmental performanclany argue that corporate self-regulation is
essentially a public relations activity or a windaWessing exercise to improve firms’
reputation, without requiring firms to ever achighe goal of being sustainably responsible.
Utting (2001) claims that this concern has led ghit in the balance of social forces and to a
new approach: co-regulation and multi-stakeholdgtiatives. The co-regulation method
involves civil regulation, in which non-governmentaganizations (NGOs) play a key role
(Murphy and Bendell, 1999). This paper shows thatdesire to counterbalance the negative

reputational impact of self-regulation instrumeigtsa driver of companies’ involvement in
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partnerships with NGOs. In this sense, NGOs’ dabtisiin corporate-NGO partnerships

appear to result from regulatory failures.

This paper uses Martens’ (2002) definition for NG@¢$GOs are formal (professionalized)
independent societal organizations whose primany igi to promote common goals at the
national or the international level”. This defiomi includes a large variety of NGOs; thus, in
this paper, the analyses focus on what Arenas €2@09) call “social purpose NGOs”, such
as environmental groups, human rights organizatiangl organizations that fight against
poverty and under-developméniThe number of NGOs, such as Amnesty International,
CARE, Greenpeace, Oxfam, Save the Children, andMbdd Wildlife Fund (WWF), has
rapidly increased in the last thirty years, risirgm 13,633 NGOs in 1983 to 58,588 NGOs in
2013 (source: Union of International Associationsbgite). NGOs also are becoming more
international, and they are developing new stratedor collaborating with companies
(Kourula and Laasonen, 2010). Furthermore, conssfciBzens consistently considered
NGOs to be trustworthy and reliable. The GlobeS@anst in Institutions” surveys covering
12 countries show that NGOs have consistently mrtkghest in trust among institutions
including the United Nations, religious groupsgkidocal companies, national governments,
press and media, and global companies since 200is, these two very different types of
organizations, MNCs and NGOs, are playing an irgnggy important role together in
providing public goods - the former because theyeha@sources, global reach, and levers of

action and the latter because they have knowlesigesrtise, and legitimacy.

The examples of corporate-NGO partnerships are rume the Coca-Cola Company’s

partnership with WWF to help protect the world’sres@ most important fresh water river
basins, Chiquita Brand’s partnership with the Rai@$t Alliance to grow bananas in a more
environmentally friendly manner, McDonald’'s parstap with the Environmental Defense
Fund to reduce the environmental impact of its pgelg. According to the CandE

Corporate-NGO Partnerships Barometer 2013, 84%poifpanies and 96% of NGOs expect
corporate-NGO partnerships to become more impoftantheir organizations over the next
three years (CandEg, 2013). Furthermore, more thanrtlird of MNCs have voluntary third-

party certifications for environmental or sociarsflards (Kitzmueller and Shimshack, 2012).
According to the 2010 Global Ecolabel Monitor, mesb-labels (58%) were run by non-
profit organizations, 18%, by for-profit organizais, and 8%, by governments, with other

types (industry associations, hybrid for/non-prgfértnerships, public-private partnerships)
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composing the rest (Big Room Inc. and World Resemirinistitute, 2010). Moreover, about
92% of labeling programs required certification dvef they award an eco-label, whereas
others require registration but no previous cedtion. Of those requiring certification, the
majority (64%) were third-party certification systs. In this context, NGOs as standard
setters or certifying agencies are the preferraethees of firms in many fields, including
sustainable agriculture, fishing, packaging, sumblgin management, labor issues, renewable
energy, forest resources, health, and safety. &mf 8go, NGOs only interacted with firms to
boycott them, and firms thought that NGO was a-4etter word. While there continues to be
a broad spectrum of interaction between NGOs ampocations, from traditional consumer
campaigns to an era of strategic partnershipsatothtion has become the norm (Kourula
and Laasonen, 2010). By proactively engaging ifabofative relationships with NGOs,

firms reduce the risk of costly confrontations aedp the benefits collaboration.

Corporate-NGO partnerships constitute one of ther fpossible types of cross-sector
partnerships for addressing societal issues: bssinenprofit, business-government,
government-nonprofit, and trisector partnershipslqlS/ and Parker, 2005). The ways in
which these partnerships are implemented are ndit wnmelerstood (Seitanidi and Crane,
2009). Moreover, firms’ methods of implementing C&fe highly related to their motives for
engaging in CSR. To develop successful business-N@fnerships, understanding the
worldviews, interests, and risks of each partyngpartant. Therefore, this paper aims to

describe and analyze why and how corporate-NG@stiips are implemented.

As noted byCarroll (1994) and Garriga and Melé (2004), the @8Rl is eclectic, presenting

a proliferation of theories, approaches, and teotomies. Therefore, | have chosen to restrict
the number of references by focusing on thoselthave judged to be the most relevant to
our topic. The originality of my approach is thaetanalysis of corporate-NGO partnerships
is conducted from a double perspective in term&arfcepts and literature: the economic
perspective, on the one hand, and the managemdnbwsiness perspective, on the other.
Cross-referencing the economics and managemenpgudiges is useful for understanding
the role of NGOs because these disciplines are leongmtary. More precisely, because
industrial organization is the field of economitsit addresses, among other things, firms’
strategic behavior and market competition, thiklfeppears to be an interesting framework
from which to study firms’ and NGOs’ motives. Crifand Forget (2014) review the

economics of CSR from broader perspective by amadyZSR as an answer to three types of
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market failures: public goods and externalitiespanfiect competition, and incomplete
contracts. Kitzmueller and Shimshack (2012) def@&R from an economic perspective and
develop a comprehensive taxonomy that connects eidyndisparate approaches to the

subject.

In the management and business literature, theofiswil regulation in CSR is supported by
the popularity of several academic theories. Ongh gheory is stakeholder theory, which
emphasizes the need for companies to be respotsiv@oader range of stakeholders.
Moreover, theories of risk management and orgaioizal learning stress the importance of
multi-stakeholder dialogue and NGO-business pastnps as ways through which firms can
acquire knowledge. According to recent reviewshs CSR literature, NGOs appear to be
potentially significant stakeholders. Further, awgng part of the business and management
literature analyzes business-NGO partnerships &ed tole in affecting CSR, although
dyadic antagonism and the pressure response mpdeh@ato be the most analyzed issues
(see the reviews of Kourula and Laasonen (2010)Laadonen et al. (2012)). In this paper,
the management literature facilitates an investigabf the ways in which corporate-NGO

partnerships are implemented.

This article proceeds as follows: Section 2 focusescorporations’ motives for engaging
CSR activities and partnerships with NGOs. SecB@malyzes the reasons for the increasing
presence of NGOs in business and their differemh$oof involvement. Section 4 studies

partnership strategies. Finally, section 5 condude

2. Drivers of companies’ CSR activities

A company may engage in CSR activities for variogasons. Without entering into the
debate, particularly the debate about altruisticswategic CSR (Friedman, 1970; Lantos,
2001), I present various drivers of CSR activifi@scorporations based on the taxonomy of
Lantos (2001) and Kitzmueller and Shimshack (20X®mely, philanthropy, CSR in a
stakeholder approach, and strategic CSR. This targrallows me to highlight the motives
of firms that establish partnership with NGOs ag patheir CSR policy. Understanding why
firms choose to work with NGOs rather than standattbn offices and agencies or
consulting firms is important for NGOs. Moreovenderstanding firms’ actual motives for
engaging in CSR is important for NGOs since theeaiteness of private partnerships

depends on a mutual understanding of the objectizesch partnerships.



2.1 Ethics, philanthropy, and moral values

For some managers, ethical action is an end ilf.itdewever, should companies have human
values and interests beyond business and profits@sks a system or code of morals held by
a person, group, or profession. Lantos (2001) argiat the ethical justification of CSR is
where most controversy concerning the legitimacy G8R lies, perhaps because the
boundaries of ethical CSR are elusive. Furtheresd\authors argue that companies initiate
CSR activities for ethical reasons, but others d#rat corporations have purely altruistic
motivations for engaging in CSR (Egels-Zandén, 208@cording to Friedman (1970), the
social responsibility of business toward societioignsure firm profitability, to obey the law,
and to be ethical. Friedman thus recognizes legdlethical duties of corporations. In this

sense, ethics is an integral part of business.

Historically, CSR fits into a tradition of corpoeatphilanthropy, which responds to a
Protestant inspiration along with practical issuashis sense, CSR is in line with industrial
paternalism (Gond and lIgalens, 2014). Being a ptiitapist means caring and sharing by
acting to promote the common good. For a compahyamthropy entails making voluntary

donations through associations and services, witepecting profit in return, even in terms
of reputational benefits. This view of CSR may se#range, and the altruism that it implies
can be viewed as anthropomorphism, since a firmaigroup of people, managers,
shareholders, and employees. Moreover, this vie®@SR can be interpreted as an “insider-
initiated corporate philanthropy”, as proposed @n&bou and Tirole (2010). CSR activities
result from directors’ and managers’ decisions, &mds’ profits may be sacrificed. Such

activities raise questions about corporate govemmatine social role of firms, and corporate
substitution for the state in the selection of tauses.

For Baron (2010), CSR may be viewed as self-reguiamotivated by moral concerns.
Moreover, he distinguishes between CSR, which nmdtice no profitable returns, and
corporate social performance, which is viewed a&sptovision of a public good or socially
beneficial redistribution that goes beyond legaligattions and that may result from the

strategic choices of a firm.

At the opposite of Freidman’s position, Porter &mdmer (2006) identify moral obligation as

a key reason for adopting a socially responsiblendg. Moral duty can be linked with



“corporate citizenship” in the limited view definday Matten et al. (2003). Moreover,
strategic philanthropy can be used by companiespoove their competitive context (Porter
and Kramer, 2002).Because firms have the knowledge and resourcegaiw a better
understanding of how to solve problems in the comitras with which they work, they can
use social initiatives to improve their competitigentext. Using philanthropy to enhance
their competitive context, companies can improve ordy society but also their long-term
business profits. Strategic philanthropy may matee in cause-related marketing, in which
sales are linked to a charity or another publicseadror instance, for many years, Ben and
Jerry’s, an American ice cream company, has donate® of its annual pretax profits to
charitable causes through its foundation. Thisitdiale activity is part of its business model,
and it has contributed to its reputation. In theecaf Ben and Jerry's, a fine line exists
between strategic philanthropy and advertising. @dwer, this type of strategy raises the
guestion of the tax advantages of donations. Hillt philanthropy when corporations can

deduct donations as a business expense?

In this context, partnerships between corporataams NGOs are unilateral and limited. NGOs
represent fundraisers through sponsorships, chtoityaid actions or redistribution, and a
means for corporate philanthropy. The choice of NiGQa firm is a function of the specific
issue that the corporation wants to promote. Catpms seek the traditional role of NGOs,
that is, the delivery of services to alleviate thanptoms of poverty or inequality, not
necessarily the causes of poverty or inequalitiyjrfstance, by acting as purveyors of disaster

relief or actors in humanitarian interventions.

2.2 Stakeholder approach

Contrary to the Friedman’s view, which states thafirm’s sole purpose is to maximize
economic value for its shareholders, stakeholdeorth argues the existence of a contract
between the firm and society. In the case of adbred contract, the firm loses its legitimacy.
Porter and Kramer (2006) note that “the notionicérise to operate derives from the fact that
every company needs tacit or explicit permissioomfrgovernments, communities, and
numerous other stakeholders to do business”. Torereicompanies must maintain their
stakeholders’ authorization to operate and musetfbee address their stakeholders. Freeman
(1984) describes a stakeholder as “any group avighehl who can affect or is affected by the
achievement of the organization’s objectives”, uiithg employees, customers, consumers,



suppliers, investors, communities, governmental igmdpolitical groups, NGOs, trade

associations, trade unions, and competitors.

Stakeholder theory specifies that each stakehadamwp must be considered and that each
stakeholder group must even participate in detengithe future direction of the firm in
which they hold a stake, since each stakeholde&sisvn the firm: employees invest time and
human capital, customers invest their trust, andnroanities provide infrastructure,
education, and so forth. Moreover, stakeholderrghewludes in its strategic analysis some
groups of stakeholders that were formerly negleateanely, civil society. Freeman (2001)
mentions that in the stakeholder model, the stakeseciprocal since both the firm and its
constituencies can affect the other in terms ofitegand responsibilities. This relationship
implies, for instance, that customers have an abbg to support socially responsible firms

rather than socially irresponsible or socially ffetient firms (Lantos, 2001).

Porter and Kramer (2006) agree with this view & finm. For them, some arguments about
CSR suffer from the same problem of focusing o ‘tdnsion between business and society
rather on their interdependence”. Indeed, all factivities affect the communities in which a

firm operates. The value chain, a concept describbedPorter (1985), can be used as a
framework to identify the negative and positive iagband environmental consequences of
company’s activities. In addition, social condiprsuch as transportation infrastructure,
health systems, or intellectual property protectiorfluence firms’ activities and results.

Porter and Kramer (2006) expound the principle ltdred value: companies’ choices and
social policy decisions must benefit the commumitits entirety. Therefore, healthy societies

and successful companies need each other. In the gain, Lantos (2001) argues that “the
corporate social contract holds that business ankty are equal partners, each enjoying a

set of rights and having reciprocal responsibsitie

By definition, NGOs have a rightful place in thalstholder approach as representatives of
civil society. Moreover, many environmental or sbgurpose NGOs spearhead CSR. Arenas
et al. (2009) show that such NGOs are recognizecktgr stakeholders as the primary actors
in the introduction and development of CSR and dmaporations perceive NGOs to be one

of their primary stakeholders.



2.3 Strategic CSR

The third set of motives is related to the factt tkeSR activities may be a source of
competitive advantage and thus profit. Baron (20@dfjnes “strategic CSR” as a socially
responsible approach to reinforcing a firm’s margesition and increasing its long-term
profits. Several polls reveal that in the businessld, executives now regarded CSR as a
“strategic” element for their firms. The majorityf mmanagers from all continents (1122
respondents) anticipate that CSR will become anortapt priority in the coming years
(68.9%), and more than half of managers (52.9%pbelthat CSR policy contributes to a
better brand and reputation. Furthermore, 53.3%egfiondents believe that CSR is a means
of establishing a differentiated market positiodl /E2008). A survey by McKinsey (2009)
indicates that chief financial officers, investm@ntfessionals, and CSR professionals agree
that maintaining a good corporate reputation ordgo@nd equity is the most important way
for CSR programs to create value for firms. Morepvespondents largely agree that such

programs create shareholder value over the lomg ter

CSR activities can create a competitive advantagdirins through various channels. First,
firms may secure their supply chain and may use @SR source of competitive advantage
by creating market niches through sustainable $abelproducts. Indeed, for many MNCs, a
large proportion of their agricultural raw matesiare purchased on the world commodity
markets, where there is little control over soumpgglity, and growing methods. MNCs thus
risk losing reputation because of a decrease inr theduct quality. By developing
sustainable relationships with suppliers, firmsusedheir supply sources through long-term
partnerships, maintaining quality standards aldvegstupply chain and potentially optimizing
their purchase costs by cutting out intermediariBsis strategy may also add value to
products for consumers through labeling (Poret02@hambolle and Poret, 2013). In such a
context, NGO knowledge of, and access to, a gebgrapr specific community helps to
fulfill the company’s objectives. For instance, th@ernationally recognized fair trade
organization Fairtrade Labelling Organisations (frld@fines itself as a worldwide network
of producers, trading companies, and national iapehitiatives that sets Fairtrade standards
and that provides Fairtrade certification and tradditing. Owing to its extensive practical
field experience, FLO provides access to a netvajriproducers or contact facilitation to

create a specific network of suppliers.



Second, to gain market power, firms can choosecatir horizontal product differentiation.
In this context, a firm’s supplied product is thdistinguished from other products by its
qguality or by some specific characteristics orilatties, which might also allow the firm to
sell the product at a higher price or to createichhen market. Baron (2001) asserts that
companies compete for socially responsible custentgr explicitly linking their social
contribution to their product sales. Eco-labelimgl @thical labeling are examples of strategic
CSR: attempts to increase profits by attractingeégi’ or socially responsible consumers by
using “quality” signals. In this framework, the rfiris a channel for the expression of
consumer values, which Bénabou and Tirole (201D)‘dalegated philanthropy”. CSR thus
helps consumers to express their philanthropicrelébrough their economic decisions, and
the decision to purchase a product with sustainatttdutes is determined by the consumer’s

willingness to pay for CSR (Etilé and Teyssier, 201

However, some consumers who are willing to pay dostainable products and services
confront firms that are tempted to appear to béaflgaesponsible without actually changing
their practices. The problem of greenwashing isartye related to the informational
asymmetries between producers and consumers regghducts’ attributes. Definitions of
greenwashing are not convergent: the practice gBedhninating disinformation by a
corporation to present an environmentally respdagibblic image, the practice of making an
unsubstantiated or misleading claim about the enwiental benefits of a product, or the
practice of supporting efforts to go green by apoaation but, in turn, damaging the
ecosystem by manufacturing harmful products. Lynd Maxwell (2011) propose a formal
definition of such behavior: “greenwash[ing] candb@aracterized as the selective disclosure
of positive information about a company’s enviromta¢ or social performance, while
withholding negative information on these dimensiomhese authors offer the example of
the cruise line brand Royal Caribbean. In 2003, toenpany decided to advance its
wastewater treatment systems as an action of emagatal “progressiveness”. However, this
feature was installed on only three of its 26 @wips, and these ships were, in fact, its
Alaskan fleet, as Alaskan law has the strictesirenmental standards in the industry. Some
NGOs have become more vigilant about perceivedatatp duplicity; further, greenwashing
poses a risk for the company of being publicly demad by activists and can ultimately be
counter-productive by damaging the firm’s reputatioFor instance, through their
condemnation of peoples’ rights violations and esvinental damage, the Pinocchio Awards,

launched by Friends of the Earth, have grown irginggdy important since their creation in
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2008. The Pinocchio awards are an opportunity pmntea gap between messaging about
“sustainable development” and actual practiceshenground, and they contribute to CSR by
pressuring companies to change their practicesrdleeof NGOs in these last two cases is to

reveal information about corporate practices. ledigy this argument in the next section.

Finally, CSR initiatives may also be attributed to a setsthtegic motives related to
regulation, including pre-empting government regjalg encouraging it, or taking advantage
of it. Indeed, on the one hand, integrating CSRaiives into corporate activities, such as
internal codes of conduct, negotiated agreementsogs-sector alliances, provides a way for
companies to prevent the enforcement or the irfieagon of existing public standards and to
forestall future regulations implemented by a goweent (Egels-Zandén, 2009). On the other
hand, CSR may be used to create a competitive tatyay imposing the environmental or
social regulations of one firm on an entire sedB8R activities create a temporary monopoly
for firms that already comply with such regulatiossistainable standards implemented by
the regulator may thus represent barriers to efarycompetitors that are not already in
compliance. Through their advocacy work and worketsrs in multi-party negotiations with
governments, the private sector, and other ciwietg organizations, NGOs are able to help
corporations in their public relations activiti€ar instance, Greenpeace has been regularly in
contact with the French retailer Carrefour afteiaitnched a new label “Nourri sans OGM”
(“fed without GMOs”). The aim of these efforts is influence the French government to

impose a stricter law on GM food labeling.

3. NGOs as partners

Among all stakeholders, NGOs have a growing rokk gnowing importance. Van den Berghe
and Louche (2005) consider NGOs to be non-markeefothat form a new invisible hand
confronting companies. In this section, | try topkn why and how NGOs have become
increasingly present in the business sphere byumith theoretical and practical arguments.

3.1 NGOs as a solution to market failures

Theoretically, |1 analyze the NGOs’ emergence owimgnarket failures. The increasing role
of NGOs in CSR may be explained by three phenomgated to the information asymmetry
between firms and citizens/consumers: free-ridirigrdin, 1968), moral hazard (Arrow,
1971), and adverse selection (Akerlof, 1970). CSRy e associated with free-riding

behavior from corporations. Indeed, greenwashing beacompared to free-riding behavior,
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as firms may lie about their CSR activities and megeive the benefits related to CSR
attributes (Lepoutre et al., 2006). This problem akso be compared to moral hazard, which
arises when an agent’s behavior is not appropribt. instance, an agent with more
information about his actions may have no incentive behave consistently with the
principal’s interest. In a purchase contract, anfimay lie about its CSR activities, and
customers are then affected because they do netveeche good that they paid for.
Partnerships can solve free-riding and moral hapastlems with respect to the intangible
aspects of business because third-party certibicand monitoring improves communication

about these issues.

The adverse selection problem is related to thicdify of obtaining information about a
firm’s operating practices. Sustainable goods rattrgbutes that consumers cannot evaluate
even when they use them. Consumers cannot inspeatydar produce items and, simply by
purchasing and using them, determine whether trexg @rown organically, whether they are
the product of biotechnology, or whether a firm rhar the environment, promotes
employment discrimination, or builds strong relaships with local communities. Such
products are called credence goods (Nelson, 19ZfhyDand Karni, 1973)For consumers
concerned with a firm’s CSR practices, an altewgasiource of information is thus required.
For this purpose, labels may be used as a sigmatitace the information asymmetry between
sellers and customers. Indeed, quality signalseaaslby labels, can transform credence
attributes into search attributes, whose qualirg&lily observable prior to purchase (Caswell
and Mojduszka 1996).

These market failures may be partially resolvedN&O interventions because NGOs can
provide an important source of information for zdns/consumers who value the behavior of
firms. NGOs may affect the information that is daiale to consumers for their purchasing
decisions through two main channels: cooperatioth @nfrontation. These channels are
described within the terminology of Lyon (2010) ‘@3ood Cop/Bad Cop”. The so-called
“bad cops” or polarizing NGOs, such as Greenpeaoel to achieve change by disrupting the
status quo through confrontatiBrBy contrast, “Good cops” or integrating NGOs, stash
WWE, aim to promote their goals through constrietipartnerships with businesses,
governments, and other civil society organizatigikington and Beloe, 2010).
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In a proactive approach, a firm may thus approattN&O to use its existing label or to
create a new standard togethéndeed, when a firm wants to promote a credencel go
information, it must offer a warranty. Certificatiosystems involve specified standards,
verification procedures, certification, and, verfyea, labels. Labels are a visible means to
signal to consumers that products meet a requitaadard. In this context, NGOs act as
certifying agencies that assure consumers thaptbducts that they have purchased were
produced in a sustainable manner. Through theereat intervention, NGOs allow firms to
credibly signal that their products possess suabdenattributes. In this way, NGOs provide

credibility and legitimacy through the trust thlaéy inspire among consumers.

3.2 Motivesand risksfor NGOs

The increasing presence of NGOs and the confiddmee arouse afford them the power to
positively influence private sector behavior thrbugpnstructive partnerships. Some NGOs’
motivations for such collaborations with the pravagector are identifiable. The primary
motivation is the sinews of war: money. Indeed, itftereasing scarcity of public funds and
the increasing number of NGOs force NGOs to find iseurces of funding. Because firms
are institutions with relatively easier accessitaiicial resources, NGOs are motivated to
establish alliances with corporations. Consequerglyeal market for NGOs’ services is

created.

Another motivation for NGO collaboration with comations is the rise of societal problems.
Indeed, a partnership is a way to sensitize cotparigentele to an NGO’s cause. A positive
consequence of such partnerships is an increasganiety: the association with a firm with a

strategic position in the market is one way for MGO to strengthen its reputation and
political influence (Selsky and Parker, 2005). ThN&Os have an incentive to work with

large, consumer-oriented, notorious companies. iffgtance, the concept of fair trade has
experienced an impressive expansion following thenth of the Max Havelaar label

(Fairtrade) awarded to brand-name products or faikael products sold in large retail stores
(Poret, 2010).

As an NGO's reputation and legitimacy may incretseugh cooperation with a reputable
partner, an NGO may lose reputation if the NGO’ experiences a scandal. Likewise,
an NGO may face serious repercussions if a pattipetsrns sour; it may lose its credibility

and legitimacy among consumers/citizens, corpanatioand other organizations, and
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credibility and legitimacy constitute critical cégdifor NGOs. For instance, the multiplication
of types of action for an NGO represents a riskegitimacy los< In a short time, an NGO
could receive donations from a company, advocae€BR approach of another, and launch a
boycott campaign against a third. To protect théweseagainst such risks, NGOs must
maintain consistency in their messaging and actamts must carefully choose partners that
they can trust. Moreover, the partnership betweaWR\Vthe world’s largest independent
conservation organization, and Coca-Cola aims tse&we water resources and to replace the
water that is used to produce drinks sold by thexgamy, i.e., “global water neutrality”.
WWEF receives funding, while Coca-Cola obtains aprioned public image. However, many
analysts label this partnership greenwashing becdls term “water neutrality” is not
scientifically defined and because Coca-Cola fetdes problems in misusing water resources.
This controversy affects the NGO WWF, which staadsused by some media of being “too
dependent on corporate cash to campaign objectitgyclose to companies to challenge the

business-as-usual orthodoxy”.

Head (1998) argues that NGOs should not be endpimpanies but should be engaging
with them critically. However, this strategy is nalivays sustainable given the sharpened
competition between NGOs to develop partnershigh sompanies. To attract corporations
or to conclude partnerships, NGOs may be temptedhaderate their requirements; for
instance, as standard setters, they may reduce teguirements for standards. Such
moderation of NGO standards is an example of “NGPtwre”, analogous to regulatory
capture. The theory of regulatory capture statasittierest groups such as industry members
have the means to influence public decision makearstry to “capture” these decisions to
their advantage because of information asymmetayfght and Tirole 1991). In our context,
a corporation may “capture” an NGO by dominatinthibugh a partnership. In the end, the
risk is that any greenwashing, beyond underminimgs reputation, spills over to the NGO
partners. Such spillover is more likely when thetpership is materialized through an NGO-
certified label on products, in which the nameha& NGO is connected with the firm’s brand.
Moreover, an NGO needs corporations to implemeanidzrds to achieve its objectives and,
in the end, to exist. Thus, these strategies akgeri for NGOs in terms of dependency on
businesses. NGOs face the challenge of maintaimdgpendence and avoiding becoming
manipulated, since independence is a core cretl@mitha sign of legitimacy. The primary
factors that protect NGOs from being captured bsifmsses are evaluation mechanisms with

external audits and relationships with other bussrgartners to prevent financial dependence.
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This type of independence is also in the bestéstesf NGOs’ corporate partners because it is
crucial for the long-term credibility of the partship (Baur and Schmitz, 2012). For instance,
in a mainstreaming approach, Fairtrade Internakio(fLO) recently proposed the
development of a Fairtrade Sourcing Partnershif?{@th a new fair trade label. Currently,
for a product to bear the Fairtrade logo, FLO stads require that all ingredients that can be
certified must be and that a minimum of 20% oftibt@l product comprise Fairtrade certified
ingredients. The FSP would shift from this poliaydause a new logo to certify products
containing only one certified ingredient—sugar, @acor cotton—even if the ingredient
composes less than 20% of the total product. Téws stheme aims to increase the volume of
commodities being purchased from Fairtrade cedtif@mers and to engage companies that
do not want to commit to the full cost of certifgitheir products or that are only interested in
particular commodities. However, the introductidraanew certification mark contributes to
consumer confusion and possibly the erosion ofililégl. Moreover, the new mark has less
stringent standards for “Fairtrade” products andhisaper for companies to adopt. There is a
high risk that this mark will then devalue Fairteackrtification.

3.3 Level of NGO involvement

The commitment of partners in corporate-NGO pasingis can vary. The collaboration
continuum by Austin (2000) describes how such baltation evolves over time, depending
on a firm's stage of CSR and the firm’'s motives, described in Section 2. At the
philanthropic stage, firms may consider NGOs tadmpients for charitable activities; thus,
the interaction between parties may be fairly madinMoving on to the transactional stage,
firms start to increase the intensity of their ratgion with NGOs through resource-exchange
activities such as sponsorships. Some collaboratiay evolve to the final stage, called the
integrative stage, in which firms and NGOs beginmerge their missions, people, and
activities. An alliance represents the integrastage of the collaboration continuum, where

the value of collaboration itself becomes critimaboth parties (Austin, 2000).

In practice, a MNC has several options for drivengustainability program, depending on the
level of the CSR process at which the NGO intergenad the level of the partners’
involvement. First, the relationship between an N@ a firm may be limited to a
communication campaign, which can be viewed as -branding operation. WWF has
established a significant co-branding program wgHPanda logo. Many firms, such as Sony

for televisions and Fellowes for recycled papersband with WWF to obtain a more
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environmentally friendly image and to enhance carexs’ trust in their brand/product and
loyalty. Products must meet environmental and $ocidgeria, and WWF requests an
independent certification of products, such as Wak¢Eepted labels and certification systems.

Second, an NGO may act as a monitoring agencyrtvaldhe code of conduct implemented
by a firm. The Fair Labor Association (FLA), a nprofit network of universities, NGOs, and
companies, was created in 1999 to establish indigmenrmonitoring and a code of conduct in
firms, including a minimum age and a maximum-houorkweek. The FLA conducts

independent and unannounced audits of factoridsatieaused by FLA affiliates to evaluate
companies’ compliance with all code elements andetdy companies’ internal compliance

efforts. For instance, Nike Inc.’s compliance paogris accredited by FLA.

The third option for a company is the creation gfaatnership with an NGO to develop a
code of conduct or a specific standard. This typepartnership implies three steps of
construction: the establishment of standards ocofaition”, the creation of evaluation
mechanisms with independent enforcement or ceatiio, and the recognition of the control
party by an authoritative body or accreditation @ger, 2003). In 2003, Nestlé with its
Nespresso brand, the worldwide leader in high gualfemium portioned coffee, worked
with the NGO Rainforest Alliance to improve its fegmance in terms of quality and
sustainability by developing its own standards: thespresso AAA Sustainable Quality
Coffee Programme. Nespresso aimed to source 80ls abffee through its unique AAA
Sustainable Quality Program and Rainforest Alliacedified farms in 2013. The Rainforest
Alliance logo, a green frog, does not appear on ghekaging, and it is not used in

communications.

Finally, a firm may choose an existing well-estshéid label that is owned by an NGO. In this
context, the firm must fully comply with the stamds that are defined by the NGO. In 2006,
Unilever chose this strategy for its Ben and Jeriyrand, and adopted the Fairtrade label in
Europe and the United States. Ben and Jerry’snsntied to using only Fairtrade-certified
ingredients by 2013.

4. The partnership strategy

Corporations form partnerships with NGOs becaus®©BlI@romote societal actions, provide

technical assistance, elaborate certification sesgmromote and design CSR standards as
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well as management and reporting processes, atidipate in CSR monitoring and auditing.
The choice of an NGO partner is a crucial stepafeprporation. Accordingly, | analyze how
to build and to implement a successful corporateeN@artnership. A related question
concerns the purpose of the partnership, whichriahtes the company’s CSR program.
Moreover, it is important to note that CSR actastiare part of a corporation’s brand strategy.
Thus, | analyze the different strategies that fiume to incorporate CSR activities into their

brand management.

4.1 Stages of a partnership

The development of a corporate-NGO partnershipbmaanalyzed by using a chronological
sequence of the evolution of such a partnershiphege different stages: formation,
implementation, and outcome (Selsky and Parker5208n initial condition of a good
corporate-NGO partnership is a self-assessmeninglutie initiation stage (Jamali and
Keshishian, 2009). Each party must evaluate iteailves and its needs to define the required
skills. This first step facilitates the initial setion of potential partners. The second condition
is good communication between partners at each tdvine hierarchy (Jonker and Nijhof,
2006). A constructive dialogue is necessary to tstded each other's expectations and
needs, which helps the partners define the spgamitiblem, the aim of the partnership, and
the clear areas of competence for each partnerafdand Keshishian, 2009; Arya and Salk,
2006). Moreover, dialogue helps the partners ta gautual knowledge and to create a clear
and common vision of the required work. All of taesonditions require a modicum of trust
between the partners, although one difficulty hisréhat trust can have different meanings
and can operate differently in the business andpmofit sectors (Selsky and Parker, 2005).

The final step of the formation stage is the seacdf the partner.

The second stage in the creation of a corporate-N@dnership is implementation, which
involves partnership building and maintenance, guamece mechanisms, and managerial
requirements (Selsky and Parker, 2005). First,uesgodependency, that is, the necessity of
the partnership for each partner, is crucial fgagnership to be established and maintained
(Samii et al., 2004). The complementarity and redogn of competencies and resources also
legitimize the partnership (Jonker and Nijhof, 2Dy taking ownership of the proposal, the
partners allocate the required resources to engwesuccessful implementation of the
partnership. Second, commitment symmetry in termdie and resources reduces the

potential for opportunistic or free-rider behavidihen, converting the mindset in both the
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company and the NGO is a crucial element for angadi common culture (Selsky and Parker,
2005) and a common language (Jonker and Nijhof6R@@r the project for both internal
stakeholders, such as employees, and externahstaeses, such as customers. The success of
this process depends on the quality of the dialdmpi@een the partners and on each partner’'s
inclination to learn and to teach. A partnershipigre likely to be successfully implemented

if the partners can monitor their actions by depilg formal structures, norms, and
boundaries, particularly if various approaches twegnance and structure are considered
(Selsky and Parker, 2005).

Finally, the success of the partnership for therneas must be evaluated in relation to their
motives and objectives. For the business partntrdralliance, direct outcomes are relatively
easy to measure: sales impacts, target markettgesetailer response, and revenue-to-
expense results (Selsky and Parker, 2005). Onéfisagnt outcome that is more difficult to
estimate is the public appreciation, trust, andlibigty, which represent intangible capital for
both corporations and NGOs. Moreover, a corpordgNpartnership represents a good
opportunity for learning in the novice field of CSBnd it can be a tool to more closely
connect CSR and economic performance (Arya and, 28lB6). A successful collaboration
can create spillover and can contribute to a mdiieient allocation of resources for the
common good (Jamali and Keshishian, 2009). Findgtlg, contribution of the partnership to
sustainable development should be evaluated. Suekauation can be difficult, however, as
effects and results can appear long after the rectimdertaken as part of the partnership and

can be complicated to quantitatively evaluate.

4.2 The purpose of the partnership

Despite numerous international reports, a univirsalcepted and understood definition for
sustainability is lacking. A crucial question theaoncerns how to translate sustainability
issues into a firm’s social responsibility (de Bo2003). Indeed, in practice, sustainability
induces a multiplicity of criteria that can be igitated into products, production processes,
supply chain actions, and trade relations (Bitzealge 2008; Reinecke et al., 2012). In terms
of topics, such as de Boer (2003) for labels, ome distinguish sustainability issues that
identify relevant “ideals”, such as reducing eneogyisumption, from sustainability issues
that avoid “ills”, such as dolphin protection. Tpealitical scientist Lindblom (1990) notes that
agreeing on the ills to be avoided (e.g., povedyften easier for a heterogeneous society

than agreeing on the ideals to be achieved (éng.jdeal income distribution). Differences
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also arise with respect to generic issues (e.q.tfade), sector-specific labels (e.g., green
electricity), and firm/value chain-specific problenDe Boer (2003) notes that generic labels
are appropriate for products for which standards loa easily defined and for which no
controversial political issues exist. However, cguis such as sustainability, ethics, and
fairness are ambiguous and controversial, andlgldafining the problem is essential for the
success of a partnership, as noted earlier. Thetignds then, which societal issues should be
addressed?

Few firms have the knowledge necessary to addemsaic societal issues, such as poverty,
biodiversity, or AIDS. A firm involved in a projeatentral to its mission and objectives is
more likely to have the expertise that is necestargolve a particular problem. Porter and
Kramer (2006) note that if a firm succumbs to alggpressure, such as a media campaign by
attempting to solve many different social problertise firm generally produces neither
maximum social benefit nor gains for the busindsee strategic approach is to identify a
particular set of societal issues for which thenfils the best equipped to help resolve and
from which it can gain the greatest competitive dfggnin this approach, prioritizing social
issues by selecting those related to the firm’s/idiets is most efficient. To do so, a company
must sort societal issues into three categorienewgc social issues, value chain impacts, and
social dimensions of the competitive context - édach of its activities and locations (Porter
and Kramer, 2006). On this basis, a firm can tr@amsfvalue-chain activities to benefit
society while reinforcing its strategy and can ascidstrategic philanthropy that leverages its
capabilities to improve the salient areas of thenpetitive context. With respect to the
principle of “shared value”, it is important to mdy the points of intersection between
activities and societal problems (Porter and Krar@®06). This approach then targets the
relevant NGO and specifies what the NGO can prowidéerms of information, technical
support, and networks. For instance, Lafarge, tbeddaeader in construction materials, has a
strong presence in sub-Saharan Africa, where magplp are affected by HIV/AIDS.
Because AIDS affects Lafarge employees, AIDS repmssa business challenge. In 2002, a
partnership was developed between Lafarge and @ar@ternational humanitarian NGO.
This partnership, based on mutual learning, hetpedfirm to formalize its actions, ranging

from treatment to care and prevention (Pestre, 2011
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4.3 Brand strategies

A CSR product-oriented action must fit into a bratiditegy. Indeed, a firm may invest in its
brand to render the relevant sustainability issoessistent with its other messaging to
consumers. However, many strategies are possiloieet F2010) identifies four potential

options for an MNC to implement a sustainabilitpgram through a brand selling labeled

products.

The first strategy is the acquisition of a brandthwa strong commitment to social
responsibility. Indeed, a firm can buy out an ergtfirm that has distinguished itself from
other firms through a long-term commitment to sbogsponsibility. Unilever chose such a
strategy by buying out Ben and Jerry’s in 2000. gkdng to the company’s website, the
company mission statement includes three partselyamconomic, product, and social, with
the aim of “being a global company and at the siime being a progressive business that is

connected to people and communities”.

The second strategy is the extension of a firm@dpct range in the context of a well-
established brand. Kraft has been working withRtaénforest Alliance since 2003 to create,
among others, a new coffee in France under theugdacdabre branduh café pour agir(a
coffee to act). Under the terms of the agreemerdftfunds technical assistance and training
to improve living and working conditions on coffdarms, purchases significant and
increasing quantities of certified sustainable eefto blend into its mainstream European
brands, and stimulates consumer demand in Westamop&an and US markets through the
introduction of 100% certified products under exigttrademarks. The produatri café pour
agir’ was nevertheless a commercial failure in Franme tivo reasons. First, Rainforest
Alliance was not known in France at the time; ualilax Havelaar, the label bears no
significance to consumers. Second, the name gbrtbeuct, which was very militant, was far
from the brand’s roots. Currently, Kraft sells sg@roducts of the Jacques Vabre Rainforest
Alliance certified brand, without a particular pred name.

The third strategy is the creation of a new bramldich is identified as sustainable, as an
alternative through which an international compaag implement a CSR approach. In 2006,
Danone created Stonyfield Europe and marketed abmand of organic yogurts in France:
“Les deux vach&sStonyfield Farm, the US partner that holds 20¢4Stonyfield Europe,
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gives 10% of its profits to environmental causes. ahother example, during the two last
decades, many firms have emerged and continuedow gs mission-driven businesses
aligned with the fair trade movement. Their acyivg exclusively fair trade oriented and is
well identified as such by consumers, as they ealy Fairtrade-certified products in

supermarkets (e.g., Ethiquable, Alter Eco, Cafétlireequal Exchange). These brands
compete with MNC brands whose products are alsar&de certified.

The fourth strategy is the conversion of an exgitleading brand. Such a strategy was
adopted by Unilever with the leading tea brand dnptin May 2007, Unilever, the world’s
largest tea company, became the first company tondb to sourcing all of its tea in a
sustainable manner, employing the Rainforest Adkato certify its tea estates in East Africa,
as well as its third-party tea suppliers in Afraxad other parts of the world. Unilever's aim is
to have all Lipton label and PG Tips tea bags seltified by 2015. By end of 2012, 39% of
tea in all of Unilever’s global brands was sourfedn Rainforest Alliance-certified farms.

The success of a brand depends on a firm’s aldligelect a brand meaning, to transform the
meaning into an image, and to maintain the imag® time. For the success of a corporate-
NGO partnership, a good combination between the gpardners in terms of meaning and
image must be established without requiring suddeanges. Moreover, a brand with
multiple concepts may be less effective at esthioigs a position, as consumers may then
have more difficulty identifying the brand’s basieeaning. The same argument can be
applied to multiple labels on one product. Indeshating the last decade, hundreds of labels
aiming to guarantee various process qualities,(erganic, fair trade, carbon footprint) have
flooded the market. The accumulation of informatioreates a “halo” effect, whereby
consumers experience a feeling for a product basea few pieces of information and then
use this feeling to infer the value of some othiribaute (Etilé and Teyssier, 2012). For
example, Tagbata and Siriex (2008) show that coessinwillingness to pay for chocolate is
the same regardless of whether a product has amiortabel, a fair trade label, or both, even

though the organic and fair trade labels refereiy different attributes.

4. Conclusion

Partnerships between businesses and NGOs in tkaipaf CSR have become increasingly
prevalent in recent years. This article studiesséheollaborative relationships based on

economic concepts, the management literature, angtrous examples. Firms may engage in
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CSR activities many reasons. Some reasons aréstttywthers are strategic, and still others
are defensive. In this debate, | integrate a ckattar in CSR initiatives, namely, NGOs, and
highlight three functions of NGOs in corporate naes for involving such organization in

firms’ CSR activities. First, the traditional fumm of NGOs is to provide fundraising for

specific charities and causes. Second, NGOs pawiterfirms as a stakeholder, acting on
behalf of the common good with societal claims.rdhNGOs have a strategic function in
that they act with or against corporations giveeirttown objectives, regardless of whether
these objectives involve public or universal inggse For instance, a watchdog NGO may
launch a campaign against a corporation to pront®teause, knowing that this action might
increase donations. On a theoretical level, NGOg e solve information asymmetry

problems in the context of a growing presence eflence attributes in firms’ goods and
activities. Partnerships may thus generate trudtl@gitimacy, providing corporations with a

social license to operate. For a more practicap@eg, corporations partner with NGOs to
engage in CSR activities because NGOs have skilisrasources that are now relevant to
business. NGOs have local, national, and internatioetworks along with knowledge and

experience in the societal issues that firms face.

Such partnerships represent some risks for botstgb partner. Concessions made by some
corporations to develop a partnership with some NGf@ay be unreasonable for other
stakeholders, such as shareholders. The risk rs tthee lack of financial assets. Moreover,
launching CSR activities in a non-credible mannerarb a risk of accusations of
greenwashing. For corporations, such accusationdealyoy their reputation and legitimacy,
affect their production activities, and decreaseirtlprofits for a certain period of time.
Greenwashing accusations may also spill over ta\B©s involved with such corporations,
affecting their credibility and legitimacy while gerating a loss of confidence from many
society members - the primary capital of NGOs. Tk is intensified when the partnership
materializes through a brand’s association withN&QO label for specific firm products or
services. This argument is related to the risk gpethdence. Indeed, partnerships may be
problematic because they create resource dependlenbisOs, compromising their ability
to challenge firm behavior. This dependence is npooeounced when the core business of an
NGO is the creation and development of sustainatdadards and labels for corporations.
Corporate-NGO partnerships thus introduce a matkeen logic into the nonprofit sector.
Indeed, the resource dependence perspective agsrtme consequence of competition and

the sharing of scarce resources is some degreepaindence of NGOs on businesses. This
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dependence also induces the risk of “NGO captuyebusinesses, which results in a loss of
trust in the non-profit sector along with a lossidéntity for NGOs, essentially rendering
NGOs consulting firms. To limit the risks relateddorporate-NGO partnerships, NGOs must
try to differentiate themselves by focusing on d#pecand well-defined issues. By
collaborating with several firms on specific issuds50Os avoid competition and remain

independent from the corporations that they wortk wi

Future research should investigate why some paitips materialize while others do not and
why some partnerships succeed while others dopaaticularly by focusing on case studies.
One can expect that the type of industry and thpgae of collaboration play crucial roles in
determining not only the willingness of a firm tdagpt a CSR approach but also the possible
gains for both parties. Future research should falsos on variation on the corporate side

while accounting for the differences among NGO ment and their strategies.
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