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ABSTRACT

The ideas, rhetoric and ideologies about busineastipes being followed for undertaking Corporatecial
Responsibility(CSR) have led tothe transformation of internal veha of the corporate sector and changed relatipss
of the corporate sector with external stakeholdestsiding the state, the third sector and the $@aator locally as well as

globally.

The pattern and exercise of state authority is gimgnfrom government (rowing) to governance (stegridue to
the increasingly complex, plural and fragmentalrabf public policy implementation and serviceidsly in the twenty

first century.

The concept of Third-Party Government as prevalemteveloped nations like United States involvetersive
collaboration of the national (federal) governmerith institutions like states, cities, counties,ivamsities, hospitals,
banks, corporations and others for the actual égfief public services. In theabove collaboratios government shares a
substantial degree of its discretion over the sjpendf public funds and the exercise of public auity with third-party
implementers who include business and third semgainizations. This form of collaboration is yeti® acknowledged in
developing countries like India incorporating plath of social services to be delivered by the Gowemt in order to

cater the essential public services like educatiealth and other social services.

The paper attempts to provide an insight into aboeationed form of Governance of Government-Thiedt8r
Partnerships for carrying out Corporate Social Rasibility. Moreover the CSR approach have charfgaoh traditional
to partnership mode, the study also makes an attenfigureout a conceptual framework of governaat@artnerships

between corporate and third sector for CSR usimpipeatory method based on established facts.
KEYWORDS: Corporate Social Responsibility, Governance, NasfipOrganization, Third Sector Partnership

INTRODUCTION

“A new and theoretical CSR literature is emerginghich examines the reconfiguration of the roles and
responsibilities of the corporate sector in terrhsystems of global governan¢Btenda Gainer). The focus of this
literature is on the new role of business to prevpdiblic services, including social welfare tozgtis as governments are
unable to fulfil their traditional responsibilitied providing services to their citizens from ‘ctado grave’. This new role
of business organizations involve different soddaitors including national/regional governments dhad sector

organizations in partnerships and network arrangesrer the creation of social value and the dejive entitlements to
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the citizens. As corporations assume more and wiotiee traditional roles and responsibilities ogmments in tandem
with other relevant actors, third sector organ@aadiare no longer being governed by governmenealwit to some extent

by the corporations also.

The pattern and exercise of state authority is gimgnfrom government (rowing) to governance (stagi
The concept of Third-Party Government as prevaleithe United States involves extensive collaboratfthe national
(federal) government with various related instdo8 and others for the actual delivery of publicviees wherein the
government shares a substantial degree of itsedisorover the spending of public funds and ther@ze of public
authority with third-party implementers which indki business and third sector organizations.Sinidlathe idea of
the “Big society” developed in the UK whereintegmat of the free market with social solidarity based

on hierarchyand voluntarism has taken place to emaptocal people and communities.

Governance and in particular The New Public Govwetrais a product of and a response to the incrglgsin
complex, plural and fragmental nature of publicipoimplementation and service delivery in the tiyefirst century.
It exhibits both gplural state, where multiple interdependent actors doutiei to the delivery of public services through
network coordination, and @uralist state, where public policy making involve multigleocesses. The institutional and
external environment enables and constrains ppblicy implementation and the delivery of public\sees within such a
plural and pluralist system. In view of the ongoigigbalisation process the nation state, corpanatiand third sector

organizations operate beyond the boundaries ddttite.

LITERATURE REVIEW

Defining Governance

As per Oxford English Dictionary, “Governance ig thction or manner of governing i.e. of directiggiding or
regulating individuals, organizations, nations,naultinational associations-public, private or baihconduct or actions.
It may also be defined as “the general exercisautfiority” (W. Michalski & Stevens, 2001) where authority refers to
institutions, public or private or both for maimaig control and enforcing accountability. It alsefers to changing

boundaries between public, private, and voluntaoiar's, and to the changing role of the stdtevi-Faur, 2012)

Thus governance is a complex process and is cospedific; there is no one ‘ideal type’ of governarrather

there are forms of governance each highlightingternspecific elements.

Governance Networks may be defined as “a horizontal articulation oferdependent, but operationally
autonomous, actors from the public and/or privaetdar who interact with one another through ongaiagotiations that
take place within a regulative, normative, cogmitiand imaginary framework; facilities self-regidatin the shadow of
hierarchy; and contribute to the production of pulegulation in the board sense of the tgi®@tensen & Torfing,
2007)

Governancerefers to the interaction processes taking plawceng various actors within such networks with the

following characteristicéKoppenjan & Klijn, 2004).

» Strong focus on the inter-organizational dimensibpolicy-making and service delivery with interégpencies

of organizations in achieving such aims.

e Horizontal types of steering for stimulating coag@n and support by societal actors for a common
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cause/objective.

» Participation of societal actors with their divéissi knowledge leading to innovative policy formtide and

public services delivery.

» Initial involvement of societal actors, stakehokland citizens’ groups to enhance the democragitineacy of

decisions.

FORMS OF GOVERNANCE

Governance as Corporate Governance

Corporate governance refers to “the system by wiicfanizations are directed and controlled. The i
governance is not concerned with running the bgsiref the company per se, but with giving overakation to the
enterprise, with overseeing and controlling the cetige actions of management and with satisfyingiti@ate
expectations for accountability and regulation bg interests beyond the corporate boundaries. éddhpanies need
governing as well as managing. All organizationsstreirive for openness or the disclosure of infdroma integrity or
straightforward dealing and completeness; and atability i.e. holding individuals responsible ftreir actions by a

clear allocation of responsibilities and clearlyided roles{Rhodes, 1997)

The concept of strategic corporate social respadiigibis integral to corporate governance. Partnkigs with
government and voluntary sector agencies can heffiness organizations to play a role in provisidnpablic services
and indulge in social marketing of public servicespecially at the community level. In particulasr-profit sector
agencies can undertake cause related marketingpdtering partnerships with those voluntary orgatiras which have

clean image and a brand of their of¥aylor, 2010)
The New Public Governance (NPG)

The NPG is a product of and a response to theasgrgly complex, plural and fragmental nature dsljgupolicy
implementation and service delivery in the twenigstf century. It exhibits both @lural state, where multiple
interdependent actors contribute to the deliverypualblic services through network coordination, angluralist state,
where public policy making involve multiple processThe institutional and external environment é&rgbnd constrains
public policy implementation and the delivery of btia services within such a plural and pluraliststem.
As a consequence of these two forms of pluralisyfocus is very much upon inter-organizationahtiehship and upon
the governance of processes, stressing servicetieéfieess and outcome that rely upon the interaaiioPublic Sector
Organizations with their environmentTHe central resource-allocation mechanism is theriorganizational network,
where accountability needs to be negotiated at thier-organizational and inter-personal level withithese

network$(Osborne & Kaposvari, 1997)
Core Elements of NPG

e Co-Production: Concept coined by Elinor Ostrom is “the mix of &ities that both public service agents and
citizens contribute to the provision of public dees. The former are involved as professionals;regular
producers,’ while ‘citizen production’ is based waluntary efforts by individuals and groups to emte the

quality and/or quantity of the services they use”.

» Co-Management: Involves participation of the voluntary sector ajsite public and for-profit actors in
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managing the growing complexity of delivery of dise mix of publicly financed services.

e Co-Governance:Involves participation of third sector along-wiplublic and private actors in decision making

and planning of public services.

* However, it should be noted that these three cdeaae not mutually exclusive. We can expect td fiifferent
patterns of cooperation between the public and te&ctor, both in different service sectors andffernt
countries. Thus, there exists both co-productiod an-management in preschool services in France and

Germany, but only co-production in SwedéBrandsen & Pestoff, 2006).

Relational Governance (RG)is an approach that focuses on interactions amuoagublic sector, civil society,
the business sector, concerned citizens, and attters on issues of societal concern. It emphasitesorganizational

networks, collaboration and a broad range of pdloy}s. Various elements of Ri@ter-alia are:(Rutzen, 2007).

* Relational Contracting: emphasizes on working towards common goals, ptiagocommunication and
flexibility in problem solving and developing trush a continuous and long term basis rather thansiog on

narrowly meeting the terms of pre-specified “defatdes”.

* Relationship Marketing (RM): “ acknowledges that sustainable competitive advantageasingly requires
collaborative activity rather than rivalrous conipieh” (Sharma & Patterson, 1999) RM has been defined as
“an organization engaging in proactively creatimgveloping, and maintaining committed, inter-actaed

profitable exchanges with selected customers dwex’t (Harker, 1999).

» Relational Capital (RC): has been defined as the level of mutual tmesipect and friendship that arises out of
close interactiorat the individual levebetween alliance partners. The key insight is tugoupon the import of
individuals and individual relationships and theimteraction with the organizational level of relatiships.
“As partnerships are fraught with hidden agendagedrby the opportunistic desire to access andratze the
partner’s core proprietary skills, the relationapital creates a mutual confidence that no partgrnt@xchange
will exploit others’ vulnerability even if there &n opportunity to do so. This confidence arisesafuhe social

controls that relational capital creatdP. Kale & Perlmuttur, 2000).
VOLUNTARY/THIRD SECTOR ORGANIZATIONS

Voluntary/Third sector refers to the diverse mixassociations that occupy the organized part af society.
The main characteristics of such organizationsexistence of free association for coming togettianembers, serving a

public benefit, are self-governing, and do notrdistte profits to owners or stakeholders.

The non-distributional constraint relating to tHedncial surplus of voluntary organizations makependence of
government/community on them more logical and wordhy. However, to keep trust of non-profits among théljy
regulation of non-profits/voluntary sector by thevgrnment through appropriate legislation and ‘sedfulation’ by the

government and voluntary sector is required.
Third sector organizations (TSO) serve the follayfunctions:

e They can easily be integrated into partnershipngeeents because of their multifunctional natuiedéased

on more than single rationale or mode of operation.
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TSOs are partners in public policy formulation amglementation at every level of governance. Atltual level
of governance, they are primarily involved in dwproductionof services. They are also active in lobbying and

advocacy activities at the regional and nationatle of governance.

Governance and, in particular, the notion of “ggodernance” are strongly linked to partnershipthensense of
non-hierarchical coordination, peaceful conflictsolition, and efficient and effective policy-making
In governance arrangements, TSOs provide avenuesivic participation and contribute significanttg the

legitimacy of democratic regimes.

BUSINESS MODELS FOR NON-PROFIT/THIRD SECTOR ORGANIZ ATIONS

Voluntary/Third Sector organizations providing pabservices in partnerships with government angom@te

agencies operate along business models fallingthmee categories viz. ‘leveraged non-profit’ (mod® the ‘hybrid

non-profit’ (model 2), and the ‘social business’@hab 3) (Elkington & Hartigan, 2008). All models use different means

to address market failure as they create publidg@mnd servicesby adopting unique leadership, neamegt, and fund-

raising styles.

Model 1: Leveraged Non-profit ventures

The following characteristics are typical of mogidel 1 enterprises:

“A public good is being delivered to the most ecmically vulnerable, who do not have access to,rerumable
to afford, the service rendered.

Both the entrepreneur and the organization are gehacatalysts, with a central goal of enabling direc

beneficiaries to assume ownership of the initigterthancing its longer-term sustainability.

Multiple external partners are actively involved sopporting (or are being recruited to support) veature

financially, politically, and in kind.

The founding entrepreneur morphs into a figureh@adome cases for the wider movement, as othensnzes

responsibilities and leadership”.

Example-Bunker Roy and Barefoot College

Bunker Roy founded Barefoot College, an Indian oiggtion that has had a
huge impact in defining and driving what Roy cale “barefoot” approach to
development. This approach rests on the idea thgbme can become anything, fram
an architect to a solar engineer, without formaledtion. So Barefoot College set qut

to leverage local skills and capabilities.

Model 2: Hybrid Non-Profit Ventures

Innovation takes place in each of the three modwlis,the hybrid non-profit business models indulganost

experimentation. Hybrid enterprises, model soméefnovel forms of social and environmental valteaton which is

central to business success and sustainabilityr fife@n characteristics include the following:
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“As with model 1 ventures, goods and/or services delivered to populations that have been excluged
under-served by mainstream markets, but the natianaking (and reinvesting) a profit is not totatlyt of the

guestion.

Sooner or later, the founding entrepreneur, orohiker team typically develops a marketing plarnsure that

the poor or otherwise disadvantaged can accegzdldeict or service being provided.

The enterprise is able to recover a portion otdtsts through the sale of goods and servicesgiptbcess often

identifying new markets.

To sustain activities and address the unmet neégmar or otherwise marginalized clients, the emteaeur
mobilizes funds from public, private, and/or phtlamopic organizations in the form of grants, loaos,in rare

cases, quasi-equity investments.

As mainstream investors and businesses enter thargi even when they are not seeking mainstreaamdial
returns, they tend to push hybrid non-profit veatuto become model 3 social businesses, to enstessto new
sources of funding, particularly capital marketbisTmay be warranted in some cases, but it riskecusing

activities to the point where the poorest will oader be served”.

Example- The Aravind Eye Care System

The Aravind Eye Care System based in India, hasepi®d a sustainablg
model that follows the principle that large-volunmggh-quality, and community-centr|c
services can result in low-cost and long-term Migbi By charging wealthier patients
more and poorer patients less, it has developedistagable hybrid business model.
This success has been achieved without diluting patients’ quality of care. As a
result of the unique fee system and effective nenagt, Aravind is able to provide free

eye care to the majority of its patients.

Model 3: Social Business Ventures

Model 3 ventures are set up as for-profit busireésem the outset, though they tend to think altbaetquestion

of what to do with any profits very differently thamainstream businesses. The main characteristigeeaple and

enterprises operating in this zone include theofaithg:

“The entrepreneur sets up the venture as a busimiéissthe specific mission to drive transformatibsacial

and/or environmental change.

Profits are generated, but the main aim is not &ximize financial returns for shareholders but gast to
financially benefit low-income groups and to grdwe tsocial venture by reinvestment, enabling ite¢ach and

serve more people.
The entrepreneur seeks out investors interestedmbining financial and social returns.

The enterprise’s financing, and scaling opportesittan be significantly greater because socianbases can

more easily take on debt and equity”.
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Balancing such a venture's social mission and iteritial sustainability may create internal tension
The founding entrepreneur is required to exerciser@ng leadership rol&ocial businesses are significantly easier for
mainstream businesspeople to understand and to ddee partnerships with. This also facilitates these organizations’

access to capital markets, a window that’s closeglffilanthropy dependent entrepreneurs.

The best-known social businesses are to be foutideimrea of microfinance, including the GrameenikBand

BRAC in Bangladesh, SKS Microfinance and Basixridi&, and Action and Finca in the United States.
DEFINING PARTNERSHIPS

The (OECD, 1990has defined partnerships as “System of formalizedmeration, grounded in legally binding
arrangements or informal understanding, co-opexatiorking relationships, and mutually adopted plam®ng a number
of institutions. They involve agreements on polayd program objectives and the sharing of respoitgitresources,

risks and benefits over a specified period of time”

(Miller, 1999) “Effective partnerships can be expected to gemerahformation sharing; improved
communication; a better understanding of what est@keholder can offer; the avoidance of duplicatind inefficiencies;

and the identification of opportunities for effegtisharing of resources”.

Partnerships also facilitate innovations througmicwy together of different stakeholders from diéfier policy
perspectives by sharing of ideas, expertise anttipeaand minimization of risks, pooling of rescesa@nd synergy lead to

reduction in operational cost, information shariingprovement in communication.

The limitations of partnerships include conflictenvgoals and objectives of the participant orgditna and
individuals belonging to them with those of parsiép. The fixation of accountability is very diffitt as there is no
centralized control or hierarchy. All participard partnership are equal. The organizational foohgartnerships also
pose difficulties. Power relations need to be cardusly negotiated for rules and processes to lmwked. Participation of

community remains minimal. Partnerships are kefrimsent of local governance.
DEFINING CORPORATE SOCIAL RESPONSIBILITY (CSR)

(Davis, 1973Yefined “CSR as ‘the firms’ consideration of angpense to issues beyond its narrow economic,
technical, and legal requirements in order to agaistm social benefits along with the traditionabromic gains which the
firm seeks.”(Wood, 1991points out that there is a strong sense of obbigatir duty among some firms and managers to
help solve problems they create or problems rel&tetheir activities.(Shaw & Post, 1993ay firms have a moral
obligation to behave in a socially responsible naniThis viewpoint became popular in the 1970s asiness was
considering how to react to urban unrest in theteédhStategHall, 1997). More recently, the social-responsibility theme

has resurfaced in the discussion of sustainableldement and social justi§gvhiting & Bennett, 2001).

CSR may be conceived as a ‘corporate movement'isting of ideas, rhetoric and ideologies about bess
practices to be followed which have an acceptanoe amly across the corporate sector but also amearipus
stakeholders who impact such business practicgsraimdturn get affected by them. Obviously, suchapproach calls for
taking up new role for the corporate sector and almajor readjustment in the roles of responsigmsliof the other sectors
especially the third sector. It will also lead tartsformation of internal behaviour of the corperaéctor and changed

relationships of the corporate sector with extestakeholders including the state, the third seatwt the social sector

www.iaset.us anti@iaset.us



42 Sanjeev Kumar Singhal, Prabhakar Jha & Vijay Agrawal

locally as well as globally. In particular, the Inolaries of engagement between corporate and tltestctor in carrying

out similar economic activities is ‘blurring’.

“The term philanthrocapitalism’ was coined to describe a widespread belief ambuaginess people, and
increasingly among governments, individuals, anditeector leaders, that business models and mettan produce not
only economic wealth but social welfare and addgity, that business is superior to the public aeand civil society in
creating social value and enhancing the public §¢edwards 2008) Such an approach may lead to the development of
well coordinated ideas and principles which havdenspread applications not only across entire catpasector but also
in society globally. The coming up of social ente&ges and venture philanthropy and other market eisodike

micro-finance and fair trade businesses are rédlestof this wider phenomenon.

The main challenge of CSR to the third sector ireshe different set of priorities and values witthich the
corporate sector approaches the third sector. Téygsmaches by the corporate sector have the ptemnot only cause

convergence and ‘overlap’ with the third sector imaty sometimes lead to conflict with their missgwals.
RATIONALE FOR CORPORATE-THIRD SECTOR PARTNERSHIPS

Market/Government/Contract failures pose seriowdlehges for public policy formulation and implentetion
related to public services delivery in a democratéfare state. These failures call upon the catians to take on new
roles in coordination with other relevant actordahihuse to fall previously in the domain of the gavyments. This process
is further accentuated as corporations and governtsnecreasingly operate in a globalised world oAlhe limitations of
the ‘corporate form of governance’ make room fag ttonprofits to play a new role in public servickdivery either

separately or in partnerships with governmentsgrodictors and corporations.
Market Failure

“Providing collective goods like national defenaeatean air, exclusively through the market wilsué in their
short supply since few consumers will volunteer gay for products they could enjoy without having pay.
This phenomenon is referred to as ‘free rider’ rob With market demand low, producers will prodless of these
goods or services than the public really needsweaucks leading to market failure. Since government @ax people to

produce collective goods it can overcome this mafditure” (Salamon, 1995)
Contract Failure:

“For some goods and services, such as care faaghd, the purchaser is not the same as the consimikese
circumstances, the normal mechanisms of the mankbtch involve consumer choice on the basis of adés
information, do not obtain. Consequently, some proxs to be created to offer the purchaser a dedrassurance that the
goods or services being purchased meet adequaidastis of quality and quantity. The non-profit forim this theory,
provides that proxy. Unlike for-profit businessesiich are motivated by profit and therefore mighttempted to betray
the trust of a purchaser who is not the recipidnivibat he buys, non-profit firms are in business fiwore charitable

purposes and may therefore be more worthy of trust”
Government Failure:

“Government too has certain inherent limitationsaggoducer of collective goods. In a democratiiety it will

produce only that range and quantity of collectijya®mds that can command majority support. Inevitathlis will leave
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some unsatisfied demand on the part of segmerig gfolitical community that feel a need for a rauof collective goods

but cannot convince a majority of the communitgtoalong”.
Voluntary Failure
The “voluntary failures” may be due to the follogin

» Philanthropic Insufficiency results from inabilibf the voluntary organizationto generate resouotea scale that

is both adequate enough and reliable enough to wipehe human service problems.

» Philanthropic Particularism is the tendency of wbéury organizations and their benefactors to famugparticular
subgroups of the population, which is one of thgoptted strengths of the voluntary sector. Butipaldrism and
the favoritism that inevitably accompanies it, leaserious gaps in coverage and also contribute asteful
duplication of services.

» Philanthropic Paternalism vests most of the infageover the definition of community needs in thedsa of
those in command of the greatest resources. Thugpréferences of wealthy members get precedencetiowre
requirements of the community as a whole. As aegmsnce, some services favored by the wealthy, asithe

arts, may be promoted, while others desired bytuwr are held back.

» Philanthropic Amateurism is the association of wbduy organizations with amateurs (untrained pedj@leope
with human problems.

CHALLENGES FACED BY THE NONPROFITS

e The rising costs of providing services, staffingyere competition for ever decreasing donationsgradts and
entry of new competitors in the social sector likeprofit organizations have forced the non-pofid diversify
their revenue streams by pursuing aggressive maakiein of their products and services and alsertter into

partnerships with government and business agefai@shieving their mission related goals.

* Though non-profits have advantages of tax concessiavailability of voluntary labour, access tokind
donations and supplier discounts which help thencaweer their start-up costs and capital investmevtige

operating in commercial markets yet these advastalpme cannot ensure profitability and sustairtsbil

e Many non-profits lack business-specific organizadioskills, managerial capabilities and capacitbsch inhibit
them to succeed in competitive markets. In ordédidi over these deficiencies nonprofits can folilaraces with

for-profit companies to provide complementary skdhd training in business methods.

* With the spread of for-profits and governmental rejes in the social sector the need of the hourtfier
non-profits is to create a new culture that blecolsimercials values with the traditional philantticoprinciples
that drive their organizations. Also, they must kvaiith key stakeholders to build understanding iod gaupport

for commercial activities.

e In order to improve their mission-related perform@nthe non-profits must strive for strategic atricural

innovation.
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Limitations of Business Methods

A business organization comes into existence fofitpmaximization and work continuously towards rieasing
shareholders value. Though business methods haresuecessful in making a business organizationauix, efficient
and effective but it fails to address market faland societal problems on its own due to its faru@tra-organizational
approach, management by objectives, performancé&atentarget fixing and contradiction between cetition and
steering. Thus business organizations will needddress these challenges when they participatetén-drganizational

collaborations and partnerships as reflected iwot form of governance.

With the interpretation of the established facts itlear that neither a business organization aamluntary/third
sector organization alone can provide public goadsl services to the deprived citizens of a demackatlfare state
either due to certain limitations of existing buesss models or the government failure. Thereforgyarate-third sector

partnerships, appropriately, regulated qualifiesae possible solution for filling up these gaps.
TRADITIONAL MODE OF CSR

“Traditional mode of CSR has been driven by the ahdmperative to helpknown as corporate philanthirop
Corporate philanthropy is motivated by moral resploitity for the welfare of others through volungagiving and is
associated with the idea of a gift and donatiorelfregiven, from an individual or a corporation totldrd sector

organization in order to support the mission-bagerk of that organizatior{Eikenberry, 2009).

A corporate donation is offered for the creationtlé ‘public good’ and ‘social value’ as opposedtie
production of ‘private benefits’ so as to qualifpwgrnments’ use of tax incentives in order to enage corporate
philanthropy.

The classic corporation-third sector organizatielationship such as Sponsorship and CRM, is atdesiribed
as buyer-seller relationship, continue to be ‘alemgth’, wherein each party retains independentrobof its operations,

management, governance, and goal-setting. Theatiglitgs of both sides to provide value are specifiutractually.

“Previous corporate approaches to CSR have also bearacterized as attempts by badcorporationfrtowt

money at good NGOs to neutralize negative publiniop about the ethics of busineg&ramer & Kania, 2006).
CORPORATE-THIRD SECTOR PARTNERSHIPS FOR CSR AT AGLANCE

Partnerships may be conceived of a form of intetegal interaction to which the “business case”rapphes
applies and is a key element of the current CSRaogah to third sector relationships. Corporatetjentures are plagued

by conflicts stemming from differences in powerlues, and culture; so are these partnerships.

Though such conflicts sometimes results in the en@nagement in the traditional independence od théctor
operations because of superior power of corporggNGOs have gotadvantages of the improvemengsfitiency and
sustainability that has been derived from adoptibbusiness practices into their operations. Peshigs provide not only
resources in terms of improved management systehstauctures but also the opportunity to recei@earmvolume of

money as compared to previously available for NGOEk.

“Partnerships have led to the evolution in thetetyia relationships between corporations and tisiedtor

organizations wherein corporations engage in thereation of social value with third sector orgatians. These types of
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social alliances are more akin to a corporate jeémture{Austin, 2000)
Key difference between the traditional and new parering approaches is that:

The traditional approachinvolves a buyer-selleatiehship in which the task of acquiring enhanagglutation is
given to a third sector organization, whereas #ltted posits a joint venture relationship in whibl corporation is directly

involved in creating its own reputational benefits.

DEFINING STRATEGIC CSR

The strategic approach to corporate social responsipiis the notion of a market exchange, as opposedit® p
altruism, though notions of duty and the respotigibdf corporations to engage in social issuessigéras an important
motivation. “The cost-benefit analysis ensures frafits are not being diverted from share holdarsare being invested

with the expectation of creating measurable retomswvestment for the compar{ydler, 2006).
Cause-Related Marketing -a Strategic form of Partneship

Cause-related marketing (CRM) is “the process ofmfdating and implementing marketing activitiesttlae
characterized by an offer from the firm to conttda specified amount to a designated cause wh&nmars engage in
revenue-providing exchanges that satisfy orgamimati and individual objectives(Varadarajan & Menon, 1988).
Cause-related marketing partnerships are entertx by non-profits and profit oriented firms due tmn-profit
organizations increased need for funds and foripeniterprises need for greater differentiatiomfrtheir competitors,
better image and brand creation and increasedgrdfie Accounting convention will follow the comimnal approach of
Income and Expenditure statement wherein the imarusf social value addition over financial valwidéion will lead to
expanded value added statement (EVAS) probably witidification and classification summarized intocamting

statements with under different heads of intangiisigets and liabilities.

A corporation does not regard cause- related mankpeto be a philanthropySuch marketing programmes are
financed out of company’s marketing budget rathantfrom corporate giving or community relationsipet. Under such
partnerships the TSOs should not consider themsehs charities but as true partners in the maneéfiort.
They approach such alliances with ‘bottom line’ tadity. They will assess their organizations’ sgts and weaknesses
and understand exactly how their organizationsazthvalue to for-profit partners. They will invegtte many companies
and identify those that stand to gain the most feonalliance. And they will take an active rolestmaping a partnerships

and monitoring its progress at every stage.

Transactions-based promotions involve donationa bgrporation of specific amount of cash, foodeguipment

in direct proportion to sales revenue-often upaims limit-to one or more non-profits.

In a partnership involving joint issue promotio@scorporation and one or more non-profits agretattile a
social problem through tactics such as distribufingducts and promotional materials, and advegisMoney may or

may not pass between the corporation and the nafit-pr

A third kind of cause-related marketing alliancetli® licensing of the names and logos of non-pafiit

corporations in return for a fee or percentageegénues.

Non-profits are exposed to following risks whilgenng such partnerships:
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» Devoting more time on cause related marketing etctist of other activities like fund raising, edirg people,
building other alliances.
* Reducing donations by traditional donors.
» Dominance of corporation’s goals and outcomes coetpto those of non-profit partner.

* In the age of flow of information through interrgibbally, a tainted corporate partner may harm iefagand
value of non-profit partner irreparably leading ratly to non-fulfillment of its mission but alsositvery

existence.

e Values and strategies of corporate partner maylicomfith a non-profits image and strategy. In ssituation the

non-profit organization may like to look for newiahces.
Following Strategies May Be Employed to Mitigate abve Mentioned Risks:

* For making the partnerships successful the corjporaind the non-profit must enable the other patimachieve

both the individual goals as well as that of parthe.

» Generation of ‘relational capital’ i.e. clear commuation, frequent interactions, building trust &@dong term

relations among partners should be the core sirdtedhe success of ‘Cause-Related Marketing Rastrips’.

» Relational contracting which emphasizes on workioggards common goals, promoting communication and
flexibility in problem solving and developing trush a continuous and long term basis rather thansiag on
narrowly meeting the terms of pre-specified “defaldes” should be preferred to the traditional maxde

contracting.

* Relational marketing which acknowledges that suostale competitive advantage increasingly requires

collaborative activity rather than rivalrous comtieh need to be imbibed.

Impact Factor (JCC): 4.1263 NAAS Rating.97
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A Conceptual Model of Governance: Corporate-Third ctor Partnerships for CSR

Traditional Mode of CSR

1. Driven by the moral imperative ‘to help’ leading to
corporate philanthropy

7 Free gifts/donations bv corporations to support the
mission-based work of non-profits

3. Govemments use tax incentives to encourage
corporate philanthropy

1. No direct service to corporation in exchange for its
gift apart from enhancing its reputation and status
benefits

5. The traditional buver-seller relationships, such as
sponsorship and CRM, operate at “arms-length,” and
ensure independence of operations, management,
governance, and goal-setting in respect of each partv.

6. The obligations of both sides to provide value are
specified contractually

7. Sometimes “bad” corporations throw monev at “good™

Governance of Corporate-Third Sector Partnerships
for CSR

1. The institutional failure of govermments to provide all its citizens their
entitlements have made corporations increasingly responsible for filling
roles formerly held by the govermments especially in network svstems of
global governance. This has resulted third sector partners being govermned
by both governments and to some extent corporations

2. “Business case” approaches applies to corporate-third sector
partnerships for CSRE

3. Corporation takes a direct hand in creating its own reputational
benefits and brand equitv which mav lead to goal displacement of non-
profit partner

4. The notion of a market exchange, as opposed to pure altruism,
dominates the core of the relationship between corporate and third sector
partnership

5. The traditional amms-length relationship gets distorted. Power
differentials with respect to resources and organizational capacity,
coupled with differences in interests and values has weakened the ability

INGOs to neutralize negative public opinion about the
ethics of business

of third sector organizations to set their own goals and deploy their

resources to achieve them
5.Where the TSOs have adopted business sector techniques in their

management, operations and training leading to hold them sufficient
supplier power in terms of information, reputation, distribution, or other
necessary inputs, a corporate-third sector partnership dominated by the
third sector has developed

7. Strategic CSR consists of CRM based on transaction based promotion,
joint issue promotions and licensing of the name and logos of non-profit
partners

CONCLUSIONS

The study interprets that the nature of the traimas between corporate and third sectors in respfe€CSR has
changed. Traditionally, donations and paymentafbertising were based on arms-length exchanggarsaips in which
internal processes related to management, govezname mission of both the partners used to opéndiependently.
As partnerships develop on the business model @st ‘venture’ and the corporations increasinglyetadn roles
traditionally held by the government, the powerfatiéntials with respect to resources and orgamizati capacity and

differences in their interests and values, havetednost powerful player “govern” the other mensbafrthe partnership.

The corporations think “Business Management” tegh@$ superior to those of the third sector thereebulting
in loss of corporate trust in the third sector.ad®sult, joint management of projects funded bparmte revenues is being
imposed on third sector partners so as to purstiedlporate goals for social performance and reslitcontrast, where
the third sector organizations adopt business tqabs in their management, operations and trairinig, gives them
sufficient supplier power in terms of informatiomgputation, distribution and other necessary inguich lead to the
development of corporate-third sector partnersloipidated by the third sector organizations. In gofigovernance, in
theory; partnerships mean that both parties be@uoeuntable to each other, however; in practicedbis as an adversity
against the weaker partner. The corporations aneasingly dictating as to how their deployed fuads to be spent by
third sector partner. This practice blocks the igbibf third sector organizations to support theore operations or
cross-subsidize mission-based activities througiept funds. Further, it has also weakened thalitylo set their own

goals and deploy their resources to achieve thesrsuth, the focus on the traditional roles of tlsiedtor organizations
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like advocacy, community organization, politicalpggition, and the creation of social capital appe¢arbe declining.

It is recommended that Cause Related Marketing (CRMuld incorporate Relational marketing, Reladion
contracting and generation of Relational capitathigir functioning so as to attain goals of indivadl partners as well as

those of partnership.
Scope for Further Research

To explore what type of ‘Regulatory Framework’ ngetb be developed for governing corporate-third

partnerships to undertake CSR?

To analyze how to use the expanded value addeensat (EVAS) as an accounting methodology to reflec
social value creation by the partnership method?

To explore whether corporate trust in the thirdt@emodeland its methods areeroded? Which may lakmb to

erode trust in the traditional third sector amamgjviduals/volunteers?

To analyze how are ‘values’ inside third sectoramigations changing in response to the values ®fGBR

movement based on partnerships?

An empirical study can be done for prospective rha@eelopment defining the role and responsibsitié the

third sector in emerging governance systems.
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