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Abstract Collaboration between nonprofit and business sectors is widely regarded
as a value creation process that benefits society, business, and nonprofit organiza-
tions (NPOs). This process, however, has rarely been considered from a nonprofit
perspective. In this paper, we discuss a new framework to assist NPOs in developing
strategic collaborations with businesses. We argue that, by being strategically
proactive rather than reactive to what businesses might offer, NPOs can increase the
scale of their cross-sector collaborations and thus enhance their sustainability.
Implications for research and practice are discussed.

Résumé La collaboration entre le secteur a but non lucratif et les entreprises
privées est souvent considérée comme un procédé de création de valeur qui
bénéficie a la société, aux entreprises et aux organismes a but non lucratif (OBNL).
Cependant, ce procédé a rarement été considéré du point de vue des organismes a
but non lucratif. Dans cet article, nous proposons un nouveau cadre pour aider les
OBNL a développer des collaborations stratégiques avec les entreprises. Nous
soutenons que, en adoptant une approche de stratégie active plutot qu’en attendant
de réagir aux offres des entreprises, les OBNL peuvent accroitre 1’ampleur de leurs
collaborations avec le secteur privé et améliorer ainsi leur durabilité. Nous évaluons
I’impact de nos conclusions sur la recherche et la pratique.

Zusammenfassung Die Zusammenarbeit zwischen dem Nonprofit- und dem
Wirtschaftssektor wird weitestgehend als ein Wertschdpfungsverfahren angesehen,
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das der Gesellschaft, der Wirtschaft und den Nonprofit-Organisationen Nutzen
bringt. Dieses Verfahren wird jedoch selten aus der Perspektive des gemeinniitzigen
Sektors betrachtet. In diesem Beitrag diskutieren wir ein neues Rahmenwerk zur
Unterstiitzung der Nonprofit-Organisationen bei der Entwicklung strategischer
Kollaborationen mit Wirtschaftsunternehmen. Wir behaupten, dass Nonprofit-
Organisationen ihre sektoriibergreifenden Kollaborationen erweitern und somit ihre
Nachhaltigkeit erhhen konnen, wenn sie strategisch proaktiv sind, statt lediglich
auf die Angebote der Wirtschaftsunternehmen zu reagieren. Es werden die Impli-
kationen fiir Forschung und Praxis diskutiert.

Resumen La colaboracion entre los sectores empresarial y sin animo de lucro se
considera en general como un proceso de creaciéon de valor que beneficia a la
sociedad, a la empresa y a las organizaciones sin animo de lucro (NPO, del inglés
non profit organizations). Sin embargo, este proceso ha sido considerado raras veces
desde la perspectiva de las organizaciones sin animo de lucro. En el presente
documento, abordamos un nuevo marco para ayudar a las NPO a desarrollar
colaboraciones estratégicas con las empresas. Argumentamos que, siendo estra-
tégicamente proactivas en lugar de reactivas a lo que las empresas pueden ofrecer,
las NPO pueden aumentar la escala de sus colaboraciones intersectoriales e incre-
mentar de este modo su sostenibilidad. Se abordan las implicaciones para la in-
vestigacion y la practica.

Keywords Cross-sector collaboration - Nonprofit - Strategy development -
Strategic management - Organizational sustainability

Introduction

Collaboration between organizations across different sectors has been described as a
new approach to cope with complex social problems (Bryson et al. 2006; Guo and
Acar 2005). In particular, Nonprofit-Business Collaboration (NBC) has proven to be
a powerful means of addressing these problems (Austin 2000b; Rondinelli and
London 2003). NBC, also referred to as cross-sector social-oriented partnerships
(Selsky and Parker 2005) and Corporate-NPO collaboration (Simpson et al. 2011),
has notable attributes. First, the collaboration should cross-sector boundaries to
involve organizations from nonprofit' and business sectors (i.e., NBC typically does
not involve the government sector). Second, each partner should be able to deliver
value to the other (Austin 2000b). Third, a common objective(s) should underpin the
collaboration, which, generally, should be the creation of positive social change
(Bies et al. 2007). We, therefore, define an NBC as a discretional agreement

! Drawing on the work of Courtney (2002, pp. 37-40), Hudson (2002, p. 9), and Osborne (1996, p. 11),
we consider nonprofit organizations to be organizations that are formally structured, operate exclusively
for a not-for-profit purpose, are independent of the government, and utilize any financial surplus to
improve the services they provide or to develop internally. Furthermore, we use the terms “NPOs” and
“nongovernmental organizations (NGOs)” interchangeably (Selsky and Parker 2005).
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between an NPO and a for-profit business to address social or environmental issues
and to produce specific organizational benefits for both partners.

Research into this relationship is extensive and typically relates to two lines of
inquiry. The first line seeks to understand NBC as a chronological process and to
explore how NBC delivers its planned objectives (e.g., Austin 2000b; Bryson et al.
2006; Koschmann et al. 2012; Rondinelli and London 2003; Selsky and Parker
2005; Waddock 1989; Yaziji and Doh 2009). The second line of inquiry concerns
the suggestion that businesses can utilize the collaboration with the nonprofit sector
as a vehicle to implement social responsibility programs (e.g., Dahan et al. 2009;
den Hond et al. 2012; Holmes and Smart 2009; Kourula 2009; Yaziji 2004; Porter
and Kramer 2002). It is argued that, through collaborations, businesses can achieve
two aims simultaneously: to contribute toward solving society’s problems (i.e.,
create social value) and to deliver economic gains (i.e., create financial value).
NPOs possess a set of distinctive advantages necessary to attain these aims.
Typically, NPOs have strong legitimacy and public trust, are deeply embedded
within society and hence aware of influential forces in the community (e.g., NPOs
often understand how public opinion is formulated and influenced by active social
movements), and have a unique capacity and expertise to address social and
environmental concerns (den Hond et al. 2012; Elkington and Fennell 2000; Yaziji
2004). It is evident, however, that little attention has been paid to examine NBC
from the nonprofit sector perspective (Harris 2012) or how NPOs can maximize
their benefits from collaboration with businesses.

NPOs are operating in a constrained environment, where maintaining their
economic viability and growth has become a critical issue (Weerawardena et al.
2010). This challenge has been driven by several factors including an escalation of
competition in the nonprofit sector (Phillips 2012), coupled with a growing number
of new entrants to this sector (Chew and Osborne 2009b), shrinkage of as well as
uncertainty about government funding (Bingham and Walters 2012), and a
reduction of traditional philanthropic income sources (McAlexander and Koenig
2012). Such conditions have induced NPOs to explore new approaches to maintain
their services while remaining sustainable (Weerawardena et al. 2010). We contend
that NBC is a worthwhile strategic choice for NPOs that can support NPOs’
sustainability in a number of ways, including generating new income streams,
knowledge and skills transfers, and publicity (Andreasen 1996; den Hond et al.
2012).

In this paper, we present a conceptual framework combining several factors to
guide the development of an NBC strategy from the nonprofit perspective. More
specifically, the framework is synthesized using (1) the three elements of strategy
(context or the environment in which an organization operates; content or the
choices to achieve the strategy purpose; and process or the formulation and
implementation of the chosen strategy) (Pettigrew 1985; Pettigrew and Whipp
1991), (2) concepts from stakeholder theory, and (3) aspects from the nonprofit and
cross-sector collaboration literature. It is important to note that, in this paper, we are
not describing a specific strategy for NBC; rather, the aim is to unfold factors that
can influence strategy development.
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We divide the paper into three main sections. First, we discuss the three
overarching elements of strategy, which underpin the conceptual framework.
Second, we present and discuss the conceptual framework, including a series of
propositions. Finally, we conclude with a discussion about the potential risks and
challenges of NBC and the implications of the framework for future research and
practice.

The Three Elements of Strategy

In the area of strategic management, it is widely asserted that context, content, and
process elements determine the final shape of a strategy (Pettigrew 1987; Wit and
Meyer 2010) and predict the strategy’s performance (Ketchen et al. 1996).
Importantly, Pettigrew (1987) argues that organizations can achieve strategic
change by addressing these elements simultaneously, and Ketchen et al. (1996)
found that process and content elements can predict an organization’s performance,
with context acting as a moderating factor. Accordingly, these elements constitute
the building blocks of our conceptual framework because they are central in
explaining the effects of strategy on organizational performance over time
(Pettigrew and Whipp 1991).

The context element concerns the pre-existing conditions and forces in the
environment in which an organization operates. Pettigrew (1985) suggests that a
better understanding of organizational context can be achieved by dividing the
context into an outer and an inner context. The outer context, over which the
organization has less control, includes issues such as social, economic, and
competitive conditions. The inner context concerns aspects such as corporate
culture, structure, and organizational policies. The content element relates to the
strategic options, directions, and practices an organization aims to adopt to achieve
its planned objectives (Moser 2001; Wit and Meyer 2010). For businesses, the
content concerns a company’s response to the forces in the industry context such as
competitors, buyers, and suppliers (Porter 1996). Better reacting to and/or predicting
these forces is likely to result in a better inter-fit (alignment between an organization
and its working environment) and intra-fit (internal coherence across an organiza-
tion’s resources, politics and planned strategy), leading to higher performance
(Ketchen et al. 1996). Finally, the process element relates to the management of
activities, actions, and methods concerned with how a strategy (content element) is
formulated and implemented in a given context (Huff and Reger 1987; Pettigrew
1997). In addition, Miles et al. (1978) note that a strategy process is significantly
influenced by the context of a strategy, as Pettigrew (1992, p. 10) comments that
“context is not just a stimulus environment but a nested arrangement of structures
and processes where the subjective interpretations of actors perceiving, learning,
and remembering help shape process.” In summary, the context element refers to
the surrounding environment that serves as the catalyst for the strategy, the content
element concerns the substance of a strategy an organization intends to apply, and
the process element relates to the issue of how the selected strategy can be
introduced, implemented, and managed.
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The Framework

For each of the three overarching elements of strategy, we identify factors that are
relevant to NPOs embarking upon a strategy for NBC, as illustrated in Fig. 1. The
fundamental aim of this strategy is to allow NPOs to improve the scale of their
collaboration with the business sector both quantitatively, by increasing the number
of business partners in the portfolio, and qualitatively, through better partners and
agreements. The figure also indicates that NPOs’ size and mission impact upon the
factors within each of the three elements.

The Context of an NBC Strategy

The context element concerns external and internal factors that may facilitate or
inhibit the adoption of an NBC strategy. We identified four factors to address in this
element: “NBC purpose,” “stakeholder expectation,” “nonprofit competition,” and
“cultural barrier.”

ELINT3

NPO size
NPO mission |

Influence

4

/ Element 2: The \
Content
Collaboration level

Strategic position
Element 1: The Context Element 3: The Process
NBC purpose Power imbalance
Stakeholder expectation Communication
Nonprofit competition channels
Cultural barrier v Transaction cost

o J

Underpin

Development of an
effective NBC strategy

D Comprises the main factors

=== Comprises the influencing factors that impact upon the relative importance
I____.1 ofthe main factors

Fig. 1 Framework summarizing factors underpinning the development of an NBC strategy from the
NPO perspective
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NBC Purpose

As mentioned earlier, NPOs are facing difficult circumstances that affect their
sustainability, hence evoking the need to consider new options such as the
collaboration with the business sector. NPOs might seek NBC for different purposes
such as diversification of income streams, enhancement of publicity, and brand
improvement, or absorption of business-related skills (Elkington and Fennell 2000;
den Hond et al. 2012), all of which arguably underlie one goal: to enhance
sustainability. Although these purposes might be seen as doable concomitantly, we
contend that a better NBC strategy would be developed if the purpose of an NBC
were highly focused. Support for this argument is twofold. First, a clear and
specified purpose would provide a clear direction and basis for making consistent
choices and setting compatible activities to formulate a more robust strategy
(Thompson and Martin 2010, p. 266). Moreover, it is likely that the targeted purpose
would influence the strategy content and process. For example, when an NBC is
sought only for income purposes (i.e., as a means to achieve monetary gains), NPOs
might be less discriminating in regard to prospective business partners, as long as
that NBC does not conflict with their mission or values. By contrast, being driven by
the purpose of building a reputation or access to business knowledge, which should
support sustainability in the long term, NPOs are likely to be selective in terms of
with whom to collaborate and how. For example, CARE (an NPO) has increased its
visibility and brand awareness following a collaboration with Starbucks, which
promoted the collaboration through all of its globally located branches (Austin
2000a, p. 31). Similarly, the Edna McConnell Clark foundation (an NPO that
has operational experience in developing countries) collaborated with Pfizer
(a pharmaceutical company that developed a cost-effective treatment for trachoma
“eye disease”) to coordinate the prescription and distribution processes of this
medicine to communities where the NPO operates (see Hohler 2007). Subsequently,
the volume of work expanded to engage the British government, which targeted 30
million people worldwide for treatment (Porter and Kramer 2002). Such an
opportunity enabled this NPO to build its capacity and become a global
organization. Second, a focused purpose should promote stakeholder support for
an NBC strategy. A clearly specified purpose is likely to aid appreciation of the
requirements, timescales, and outcomes of any proposed collaboration and thus to
enable stakeholders to gauge the collaboration’s potential effectiveness (Behn
2003).

Proposition 1 NPOs that define a specific purpose to underpin their NBC strategy
will develop a more successful strategy.

Stakeholder Expectations

When designing and implementing new initiatives, NPOs need to carefully consider
their heterogeneous stakeholder groups (e.g., donors, media, and general public) to
maintain their social legitimacy (Dacin et al. 2007). This requirement, however, is
complex because it comprises two overlapping issues. First, NPO stakeholders are
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normally sensitive to any incongruence that may arise when activities are perceived
to contradict with what has been formally stated (Tschirhart 1996). Second,
stakeholders often possess diverse expectations (Conroy 2005) that relate to the fact
that NPOs are subject to various types of accountability, such as legal and
professional accountabilities, and the obligation to add value (Hoefer 2000; Kearns
1996).

Applied to NBC, not all stakeholders would be expected to support the initiative
(Westley and Vredenburg 1991). Stakeholders expect and demand NPOs to be
effective (Kong 2008; Herman and Renz 2008) and at the same time investigate new
opportunities to enhance their sustainability to pursue their mission. Nonetheless,
stakeholders are likely to be concerned about collaborating with a business due to
“mission creep,” which describes the situation where a gradual mission or goal
deviation takes place influenced by, for instance, the interests of the business partner
(cf. Akingbola 2012; Peterson 2010). For example, the American Medical
Association (AMA) entered into a sponsorship agreement with a business that
included putting the AMA logo exclusively on the products of the business in return
of predefined royalties. Many AMA stakeholders opposed this step after it was
announced because they perceived the agreement that endorsed the promotion of
medical products without proper testing to be misaligned with AMA’s original
mission (Press 1998).

Proposition 2 NPOs that are aware of the complexity of stakeholder expectations
will develop a more acceptable NBC strategy.

Nonprofit Competition

Competition is a central part of any external context of organizations that produce
similar products or provide similar services (Johnson et al. 2011, p. 49). The
nonprofit sector has been transformed during the past twenty years wherein
competition has become more intense (Phillips 2012). Under such conditions, the
financial sustainability of NPOs has become a critical concern because these
organizations, which are also increasing in number (Inaba 2011; Keller et al. 2010),
are competing for fixed or even deteriorating traditional funding sources. Similarly,
NPOs that pursue a similar mission are competing for limited collaboration
opportunities. Due to the current economic climate, businesses are becoming more
focused when selecting their nonprofit partners to create better social and economic
returns from their Corporate Social Responsibility (CSR) investments (Godfrey
2005; Porter and Kramer 2002). NPOs need to recognize this competition and
understand their own strengths and weaknesses in comparison to similar NPOs.
NPOs also need to investigate how to become different and more appealing to
prospective business partners (as discussed below under the “strategic position”
factor). For example, we expect that NPOs that are able to undertake social
initiatives effectively or that are able to fulfill the various needs of businesses will
be distinct in comparison to competitors and thus more successful in securing a
greater collaboration quota of this competitive market. As a director at Save the
Children (an international NPO) explains, “Corporate profits have been suffering;
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corporate and social responsibility budgets have been cut. There is a smaller pie out
there so you have to have a really compelling proposition if you want to take a slice
of it” (Cave 2011).

Proposition 3 NPOs that consider the characteristics of their competitors to
differentiate themselves will develop a more successful NBC strategy.

Cultural Barrier

Because of changes in the economic environment (as discussed above), NPOs are
under increasing pressure to adopt new and business-like approaches to increase
their efficiency and effectiveness (Baur and Schmitz 2011; Helmig et al. 2004).
These approaches might include the adoption of marketing and branding techniques
(Kotler and Andreasen 1996), using the concepts of competitive advantage and
positioning strategies (Wicker and Breuer 2012), and modernization of the services
NPOs provide (Weerawardena et al. 2010). Nonetheless, research indicates that
NPOs often develop a cultural barrier in adopting such approaches, despite their
significance for organizational sustainability. As Lindenberg (2001, p. 248)
explains, “They [NPOs] fear that too much attention to market dynamics and
private and public sector techniques will destroy their value-based organizational
culture.” We contend, therefore, that collaborating with businesses—as one of these
new approaches—might be perceived by staff and volunteers as a step-change in
values. This change might generate a culture of internal resistance (i.e., a cultural
barrier) because collaboration might be considered as endangering the traditional
image of the NPO (Mannell 2010; Wilson et al. 2010). This negative attitude might
evolve from the assumption of incompatibility between the NPO’s values and
culture (often characterized as socially driven, participative, and co-operative) and
the values and culture of the business (often described as profit driven, hierarchical,
and competitive) (Berger et al. 2004; Parker and Selsky 2004).

Proposition 4 NPOs that are aware of the potential causes of a cultural barrier
will develop a more internally acceptable NBC strategy.

The Content of an NBC Strategy

In general, strategy content concerns the deliberate choices that an organization
adopts in endeavoring to achieve pre-determined objectives (Hoffer 1975; Jemison
1981). We suggest that two factors are significant within this element: “collabo-
ration level” and “strategic position.”

Collaboration Level

Several forms of NBC are defined and discussed within the cross-sector
collaboration literature. Austin (2000b) suggests that these various forms can be
viewed as a continuum comprising three distinctive levels. “Philanthropic” (e.g.,
corporate giving) involves an NPO and business collaboration with minimal
institutional involvement and resource exchange. “Transactional” refers to a mutual
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exchange of resources (e.g., sponsoring), where a business provides specific
resources to an NPO in return for publicity and direct sales increases (Liston-Heyes
and Liu 2010). The highest level, “integrative” (e.g., strategic partnership),
represents the utmost frontier of an NBC because both partners begin to merge their
activities and missions toward more collective actions and organizational
integration.

This factor, we contend, is fundamental to the content of an NBC strategy
because it explains the depth of collaboration and the degree to which each
organization is willing to engage (Wymer and Samu 2003). For instance, the targets
of an NPO when entering into a sponsorship collaboration (transactional level) will
not extend beyond obtaining financial resources and/or increased visibility. In
connection with a strategic alliance (integrative level), however, an NPO may aim
to change its business partner’s behavior (Yaziji and Doh 2009). In addition, each of
these levels has different consequences for the internal and external context of the
NPO (Keys et al. 2009). For example, a higher collaboration level would require
greater staff and volunteer commitment and a better cultural fit between the two
partnering organizations and incur higher public expectations and scrutiny (Austin
2000b; Hudson 2005). Similarly, different risks are associated with different NBC
levels. For instance, cause-related marketing would put the NPO in a resource-
dependent position, which might weaken its ability to challenge business behavior;
thus, the NPO might become vulnerable to co-optation by its business partner (Baur
and Schmitz 2011).

However, this factor should not be considered in isolation from other factors. For
example, “stakeholder expectations” (context element) has a considerable influence
on selecting the collaboration level, where some collaboration levels might be more
acceptable to the stakeholders than others. Simpson et al. (2011) found that the
extent of compatibility between the collaboration and stakeholder expectations
influenced the governance of the relationship. For example, stakeholders with high
expectations (e.g., those who have a strong ideology) preferred a low collaboration
level (i.e., informal governance mechanism) to keep their NPO distant from the
business partner. Moreover, an NPO might adjust the level of collaboration to
satisfy its stakeholders (Oliver 1991; Hess and Warren 2008). A lower level of
collaboration normally includes less commitment and engagement by the NPO,
thereby mitigating the potential risk of being linked to the business (Baur and
Schmitz 2011). Accordingly, this lower level of collaboration should alleviate the
effect of a cultural barrier because a higher level of collaboration would typically
require greater staff involvement (Austin 2000a). In regard to the strategy process,
smaller NPOs, which typically have a restricted budget for administration costs
(including transaction costs as discussed in the process element), are likely to focus
more on a lower collaboration level because it delivers more tangible results that
require less staff commitment and cost.

Proposition 5 NPOs that realize the consequences (e.g., resources required,
commitment and risks) of each NBC level will develop a more successful NBC
Strategy.
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Strategic Position

The strategic position (SP) is a mechanism by which an organization can be
distinguished from other similar organizations (Porter 1996) and which plays a key
role in maintaining an organization’s competitiveness in the marketplace (Kotler
and Andreasen 1996). For NPOs, the SP is typically built upon the NPOs’ values
and capacities to fulfill their mission (Chetkovich and Frumkin 2003) and is more
influential in securing a stronger market position than relying merely on the
efficiency of operations (Chew and Osborne 2009a). The SP also contributes to how
the public perceives the NPO, which can influence the magnitude of public support
(Frumkin and Kim 2001). As a factor of the content element of an NBC strategy, the
SP should enable NPOs to create a distinctive and attractive position in the eyes of
prospective business partners (Kotler and Andreasen 1996) that stems from the
NPOs’ ability to achieve both social and economic gains for the business (Porter and
Kramer 2002). Planning for an NBC strategy should include publicizing the
capabilities (e.g., specialized knowledge of issues that relate to social concerns) that
businesses lack and value. Moreover, NPOs enjoy legitimacy in the eye of society
and have dense networks of stakeholders that businesses can access, such as donors,
regulators, and public lobbyists (Yaziji 2004). Businesses might also be interested in
other benefits such as the geographic location in which the NPO operates. If the
NPO is geographically spread, a business can tap into this advantage to increase its
reach and hence better engage with the communities at the grassroots level.
Businesses might also be interested in a well-established and widely recognized
NPO brand, such as in the case of cause-related marketing (transactional
collaboration). Such features would put an NPO in an appealing position in regard
to maximizing the return that businesses can achieve from their social investments
(Cantrell et al. 2008).

Furthermore, we claim that the SP plays a substantial role in the competition
between NPOs. Given the intense competitive environment in which NPOs
currently operate, NPOs need to emphasize their unique attributes compared to
other NPOs to establish a distinct position (Maple 2003).

Preposition 6 NPOs that recognize and market their unique capabilities will be
more attractive to prospective business partners.

The Process of an NBC Strategy

The strategy process typically concerns activities that support the implementation
of the decision-making (i.e., strategy content) outputs (Huff and Reger 1987). We
draw on the work of Ketchen et al. (1996) and others to suggest three factors as
being fundamental to the NBC strategy process: “power imbalance,” “commu-
nication channels,” and “transaction costs.” Before proceeding, it should be noted
that the focus of the process element in this paper is concerned with the
formulation and implementation of an NBC strategy and not the execution of the

collaboration itself.
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Power Imbalance

For any cross-sector collaboration, power imbalance is a potential concern (Baur
and Schmitz 2011; Martinez 2003). The term power can be defined as “the potential
to influence others’ action” (Emerson 1976, p. 354). In addition, it is evident that
power issues can be exaggerated in situations where organizational self-interests
and the collective goals of the collaboration are not congruent (Das and Teng 2001).
Power imbalance between partners can result from a situation where one party is
perceived to be in a stronger position than the other (Mutch 2011), which is
typically caused by a perceived unequal flow of benefits between the partners (e.g.,
control of resources by one partner) (Baur and Schmitz 2011). However, another
cause of power imbalance is a situation in which one partner is structurally stronger,
such as the collaboration between a multinational corporation and an NPO
(cf. Huxham and Vangen 2005, p. 162). We also contend that imbalance might be
influenced by the collaboration level. For instance, the power of NPOs in low-level
collaborations (e.g., sponsoring) may be weaker than in high-level collaborations
such as strategic partnerships (Baur and Schmitz 2011) because the business might
appreciate the value of the nonprofit partner to a lesser extent (Tracey et al. 2005).
These various causes might explain why NPOs are traditionally perceived as the
partners with less power in cross-sector collaboration (Goerke 2003; Martinez
2003).

Parker and Selsky (2004, p. 467) refer to the impact of the imbalance as
“problematic,” leading to instability of the relationship. Imbalance can limit the
potential of the collaboration because the skills and resources of the weaker party
might not be fully recognized and hence be poorly utilized (Berger et al. 2004). By
considering this issue early when devising an NBC strategy, NPOs can anticipate
the likelihood of such imbalance (Bryson et al. 2006). Emphasizing, for instance,
their trusted brand and nested social networks (Berger et al. 2004) should help NPOs
to avoid being the weaker partner in prospective collaborations.

Proposition 7 NPOs that recognize the issue of power imbalance and proactively
employ their capabilities to avoid the traditional imbalance situation will develop a
more successful NBC strategy.

Communication Channels

Communicating the strategy of collaboration and its consequences will help NPOs
to manage the expectations of their stakeholders (Andre et al. 2008). Early
communication of the expected value or return from an NBC should help to
generate stakeholder support (Austin 2000b). Furthermore, communicating any
potential risks from the collaboration and how these risks might be addressed is
likely to be perceived positively by stakeholders. Communicating an NBC in this
way should help to demonstrate that the strategy of an NBC is well conceived.
We refer to communication channels as a two-way (inbound and outbound)
means of sending and receiving information regarding an NBC strategy between an
NPO and its stakeholders. The outbound channel (OC) relates to information about
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the collaboration that an NPO provides to its stakeholders (e.g., staff and volunteers,
supporters and the general public). If NPOs communicate the potential benefits from
the collaboration to their stakeholders, the NPOs are likely to mitigate the negative
impact of possible resistance or conflict (i.e., “cultural barrier” factor). At the same
time, NPOs require an inbound channel (IC), which involves information an NPO
seeks to collect from different stakeholder groups. Clarke and Fuller (2011)
examined the role of information channels that were designed to provide feedback
about the formulation and implementation of a collective strategy for cross-sector
social partnerships. The authors found that these channels were fundamental in
responding to internal and/or external demands, which later were translated into
strategy changes. Through such channels, useful information can be gathered to
avoid possible sources of conflict and to provide decision-makers with real-time
data necessary to insure that the process is progressing smoothly (Gates 2010). For
instance, because they are likely to have detailed knowledge about what might work
and what not, junior staff and volunteers might perceive unforeseen risks that
contradict the positive view of senior decision-makers. By adopting an IC, the NBC
strategy can be improved continuously while being implemented.

In addition, we contend that the collaboration level (content factor) would
influence the nature of the communication channels. For instance, when planning to
target a high-level collaboration (e.g., joint venture), communication with multiple
stakeholders would become more complex than that of a low-level collaboration
(e.g., philanthropic). Typically, this complexity occurs because a high-level
collaboration requires more engagement and interaction between a business and
the NPO (Austin 2000b) and hence will inevitably require the involvement of more
stakeholder groups.

Preposition 8 NPOs that employ real-time, two-way communication channels will
develop a more successful NBC strategy.

Transaction Costs

Within the domain of inter-organizational collaborations, transaction costs are
generated from three main sources: (1) the cost of finding partners, (2) the cost of
negotiating agreements with these partners, and (3) the cost of monitoring and
enforcing compliance with the agreement (Macher and Richman 2008). In cross-
sector collaborations, it is more likely that positive change will take place if both
partners are able to overcome or at least lessen these costs (King 2007). For NPOs,
the cost of fundraising, which in general includes transaction costs, is a sensitive
issue (Sargeant and Kéhler 1999). NPOs are under constant pressure by donors to
minimize such costs to the lowest possible level (Andreoni and Payne 2011) and to
insure that any expenditure is carefully monitored such that the public receives
optimal value from their contributions. Nonetheless, as part of an NBC strategy
process, NPOs need to allocate specific resources to thorough research to understand
the various interests of the business sector and to communicate with potential
partners. Resources are also required to establish communication channels with
relevant individuals and groups.
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Therefore, although reducing administration costs represents good practice,
doing so should not be sought as an end in itself when planning for an NBC because
minimizing these costs is not always correlated with being viewed as effective by
society (Frumkin and Kim 2001); however, value for money is becoming more
important when assessing the effectiveness of NPOs (Young and Steinberg 1995). In
essence, the focus should be on optimizing transaction costs by managing these
costs as an investment in research and rational forecasting rather than as
administrative costs that should be reduced. Through this mind-set, NPOs should
be better able to gain the trust of their stakeholders by disseminating a potential
course of action based on acquired information or informed choice.

Proposition 9 NPOs that manage transaction costs as an initial investment rather
than as administrative costs will be able to develop a more successful NBC strategy.

The Influencing Factors

As depicted in Fig. 1, we suggest that the three elements of an NBC strategy will be
influenced by two factors: NPO size and mission.

NPO Size

Several scholars have called for the consideration of the type of NPO when
researching the nature of NPOs to understand behavioral differences and similarities
across organizations that constitute the nonprofit sector (Herman and Renz 2008;
Vakil 1997). However, classifying these organizations is still a matter of debate. For
instance, Vakil (1997) suggests two attributes for categorizing NPOs. The
“essential” attribute concerns the orientation of an organization, such as providing
a service, and the “contingent” attribute relates to the sector in which the
organization operates, for example, education or health sectors. The World-Bank
(2010) also adopts two functional dimensions to categorize NPOs: “operational,” or
NPOs that provide services, and “advocacy,” or NPOs with a concern for reforming
social or political systems. Similarly, Yaziji and Doh (2009) suggest two
categorization dimensions: “beneficiary” (self-members vs. others), and “type of
activity” (service vs. advocacy).

Given the lack of agreement and supporting evidence on NPO typologies, we
select size in terms of annual income to illustrate the potential impact of NPO type
on the factors of strategy development. We expect that this influencing factor will be
important because it relates to other issues, including complexity of the organiza-
tional structure, accessibility to resources, and publicity, which are relevant to the
development of any NBC. Many context factors (element 1) can be influenced by
the size of an NPO. Reflecting coercive forces within institutional theory (DiMaggio
and Powell 1983), larger organizations are more likely to confront greater
stakeholder expectations than smaller organizations. Furthermore, larger organiza-
tions typically receive more attention from the media and society due to their greater
visibility and expected impact on society (Goodstein 1994). Therefore, larger
organizations are likely to be carefully monitored by the public when engaging in an
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NBC because NPOs represent “trusted” organizations that defend the public’s
interest (Yaziji and Doh 2009). The purpose of an NBC is also relevant here. In
pursuing their sustainability, larger NPOs are more likely to target NBCs that
concern the development of their organizational capacity (e.g., marketing and
strategic planning) than generate income, which they can secure from other sources
(e.g., the public). In contrast, smaller NPOs are more likely to focus on gaining
financial resources that fulfill their immediate needs. Similar to contextual aspects,
the size of an NPO is likely to influence content factors (element 2). For instance,
large international NPOs are typically interested in collaborations at higher levels,
such as strategic partnering, rather than simply engaging in business sponsoring,
which might be the target for smaller NPOs. High-level collaborations can grant
NPOs more control over the relationship and enable them to plan for long-term
objectives (Wymer and Samu 2003) and create greater social impact (Porter and
Kramer 2002). Finally, the size of an NPO is likely to influence the process factors
(element 3). The size of NPOs, for instance, might affect transaction costs
associated with the process of an NBC strategy. Larger NPOs are likely to incur
higher transaction costs while formulating and implementing their strategy because
of the bureaucracy and complexity of their operations (McClusky 2002). These
costs, however, might become an issue because larger NPOs are highly visible to the
public and therefore subject to close and continuous scrutiny (Conroy 2005). In
contrast, smaller NPOs might consider these costs (although not relatively high) a
burden that cannot be justified within their constrained budgets.

NPO Mission

The mission of NPOs is crucial with regard to the social justification of their
existence (Bryman 1988). Moreover, the mission “defines the value that the
organization intends to produce for its stakeholders and for society” (Moore 2000,
p. 190). NPOs are normally described as organizations driven by a mission, from
which their strategic objectives are derived (Kaplan 2001). In addition, the mission
is an instrumental tool for an NPO and its stakeholders to systematically assess the
effectiveness of any adopted strategy (Sawhill and Williamson 2001). We seek to
demonstrate the impact of a mission on an NBC strategy by considering the
influence of a mission on the factors included in the three elements of strategy.
With regard to context factors, a mission that is well articulated and appreciated
by society is expected to enhance stakeholder trust (Frumkin and Andre-Clark
2000). In turn, stakeholders might become more accepting of an NBC because they
are in a position to discern any mission drift that may occur over time. The NPO
mission, in addition to the effect of the NPO size, might influence the level of
collaboration (content factor). For instance, ecology-centric NPOs, which aim to
alter the decision-making and preference formation of businesses (Doh and Guay
2006), are typically less likely to engage with the business sector via sponsorships in
comparison to social-centric NPOs. This lower level of collaboration would put
ecology-centric NPOs in a vulnerable position because they have less power and
control over the agreement (Arenas et al. 2009). Finally, the NPO mission has the
potential to affect the process factors. For instance, Thomson and Perry (2006)
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argue that an organization’s mission can become an obstacle in the collaboration
process. More specifically, partners are often keen to distance the mission of their
own organization (as a distinct identity) from the collaboration mission (as a
collective objective). This distinction can create tension between organizations’
self-interests to achieve their respective missions and the collective interest to
achieve collaboration objectives (Tschirhart et al. 2005).

Discussion

In this paper, we present a new framework to facilitate NBC from the NPO
perspective. We shift the focus from how NBC can deliver value to both society and
business to address the interests of nonprofits. Research indicates that through NBC,
NPOs can obtain various tangible and intangible benefits that foster their
organizational sustainability (Peloza and Falkenberg 2009; Simpson et al. 2011).
The framework describes factors that are important to consider when developing a
collaboration strategy to attract prospective business partners; that is, we aim to help
NPOs become proactive in NBC rather than being reactive to what businesses might
offer.

We believe that the framework is timely on account of three reasons. First, and
because of the growing complexity of challenges facing society, it is realized that no
single sector (i.e., government, business, and NPO) can effectively manage these
challenges alone (Googins and Rochlin 2000; Struyk 2002). This fact highlights the
need to explore new ways that would improve collaboration between these sectors
to deliver superior value. Being strategic, as suggested in this paper, should
facilitate the achievement of a good fit between an NPO and a business. By
developing a strategy, NPOs should better understand the purpose of collaboration,
appreciate their unique attributes, and also recognize the risks involved in NBC.
Such awareness should promote internal consistency (i.e., if the collaboration fits
with staff, supporters, volunteers, and organizational resources) and external
consistency (i.e., if the collaboration fits with business partners’ demands and
objectives), thereby reducing the possibility of collaboration failure. Second, NPOs
constantly seek to diversify their funding sources and to leverage their capacity, not
only to become sustainable but also to become more effective in achieving their
goals. By considering NBC from a strategic perspective, NPOs are expected to
improve the scale of their collaborations both quantitatively and qualitatively.
Third, there is mounting pressure on businesses to change their CSR approaches
from traditional practices (e.g., corporate giving) to new forms of engaging with
society, such as NBC (Austin, 2000). NBC enables businesses to deepen their
understanding of social problems and thus become capable of assisting in the
development of better solutions (Barkay 2011; McDonald and Young 2012). This
change represents an opportunity for NPOs to place themselves in an attractive
position for the business sector.

However, collaborations should not be considered a risk-free strategy because
they bring NPOs risks and challenges (e.g., Andreasen 1996; Ashman 2001; Austin
2000b; Babiak and Thibault 2009), which we discuss under three themes:
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collaboration failure, collaboration cost, and damage of image. First, collaboration
failure occurs when partners fail to reach the planned outcomes, which would be
detrimental to all (Le Ber and Branzei 2010). A lack of fit between partners’ values,
attributes, and objectives is often described as the main reason for collaboration
failure (Bryson et al. 2006; Rondinelli and London 2003). However, attaining a
good organizational fit is not an easy task (Austin 2000a, p. 61) given the “inherited
distrust” (Rondinelli and London 2003, p. 63) and heterogeneity between the
nonprofit and business sectors. Berger et al. (2004) identify nine dimensions
(mission, resources, management, work force, target market, cause, cultural, cycle,
and evaluation) that underpin NBC fit. The more compatible the partners are across
these dimensions, the more likely they will achieve a successful collaboration.
Furthermore, failure of a particular collaboration would raise questions regarding
the NPO’s accountability and efficiency. For example, when the American Medical
Association (AMA) canceled the sponsoring agreement with Sunbeam Corporation
as a result of perceived mission misalignment, the cost to the AMA was $9.9 m
(Press 1998). Such incidents might jeopardize future NBC opportunities due to a
lack of support from stakeholders. Second, there is a potential risk that the cost of
establishing a collaboration (i.e., transaction costs) might outweigh the desired
outcomes (Ashman 2001). This risk is a critical issue because the NPO might lose
credibility and be considered inefficient due to wasting resources (e.g., donations
and funds). As previously discussed, stakeholders maintain high expectations of
their NPO’s ability to demonstrate accountability (Babiak and Thibault 2009) and
efficiency in how resources are used. Third, the image of an NPO represents its most
precious asset, which reflects its values and mission. Moreover, image plays a key
role in gaining competitive advantage, as discussed under the “strategic position”
factor. However, NPOs should be careful when planning for an NBC. Porter and
Kramer (2011, p. 64) comment that “In recent years, business increasingly has been
viewed as a major cause of social, environmental, and economic problems.
Companies are widely perceived to be prospering at the expense of the broader
community.” This perspective reflects a traditional antagonistic attitude that views
NPOs as “sleeping with the enemy” when involved in an NBC (Rondinelli and
London 2003, p. 63). Furthermore, an NPO’s image can be tarnished should its
business partner’s reputation deteriorate as a result of social or environmental
misconduct. Such harm to the image might result in a loss of legitimacy and, in turn,
the withdrawal of community support (Andreasen 1996; Dunn 2010).

There are several factors, however, that might alter the severity of these risk
causes. The level of collaboration moderates the extent to which NPOs are
accountable for business misconduct because the level of collaboration determines
the nature of the relationship between the partners and the depth of the NPOs’
involvement (Austin 2000b). In addition, the reaction of stakeholders often varies
according to the NPO mission. For instance, stakeholders of environment-centric
NPOs are typically more sensitive toward NBC than stakeholders of social-centric
NPOs (as illustrated under “NPO mission”). In conclusion, we contend that the
framework should help NPOs to better appreciate the risks associated with potential
collaborations such that risks are neither under- nor overestimated.
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Implications for Research and Practice

Our purpose is to advance theories on NBC by offering a framework for
understanding collaboration as a strategic issue from the NPO perspective. The
framework is based on the three elements of strategy as rooted in the strategic
management and change literature. However, our framework requires scrutiny, and
we next identify areas for potential future research.

First, there is a need to conduct studies to compare NPOs that have developed
successful collaborations with NPOs that have been unsuccessful. This line of
inquiry would allow examining the validity of the propositions. Second, our
framework suggests that the factors are of equal importance for the development of
an NBC strategy. Nevertheless, such equality might not be the case in reality; some
factors might be more important than others. For example, the issue of managing the
imbalance of power with business partners might be more significant than
transaction costs in determining successful outcomes. This type of analysis would
not only deepen the understanding of the relative importance of the factors but also
enable NPOs to optimize their limited human and capital resources (Bryson 2010)
by addressing the most important factors. Third, we suggest that the type of NPO
can influence an NBC strategy. However, in this paper, we only discuss the impact
of size (i.e., small vs. large NPOs). Other classifying dimensions, such as centrally
controlled (head office control over regional offices) vs. autonomous (independent
regional offices) NPOs (Berger et al. 2004), service vs. advocacy NPOs (Yaziji and
Doh 2009, p. 5), and local vs. international NPOs, would be worth evaluating. Such
comparisons would enrich our understanding by proving insights into the impact of
the form and structure of an NPO on NBC strategy development. Finally, our
framework has been designed on the premise that an NBC strategy would be
developed by a single NPO. However, it is our expectation that the framework can
also assist a group of NPOs or intra-sector alliances to collectively develop an NBC
strategy. For instance, it would be worthwhile to investigate whether such alliances
would strengthen the “strategic position” of the allied NPOs when approaching
businesses: the alliance might gain greater attention from businesses due to the
pooled resources and capabilities of the NPOs (Foster and Meinhard 2002).
However, the alliance might create challenges with regard to the coordination of
efforts/resources to harmonize the relationships between the NPOs and to minimize
the potential of free-riders (Peloza and Falkenberg 2009).

In regard to practice, the framework can be used as a guide to help managers in
the nonprofit sector to develop a strategy for NBC. Thus, the framework can be used
as a checklist to help decision-makers predict and preempt problems and risks
normally associated with NBCs. The framework should encourage NPOs to move
beyond traditional thinking and become more open and less skeptical when
considering the issue of collaboration (Andreasen 1996). Importantly, the frame-
work proposes that managers should identify and publicize their NPO’s distinctive
capabilities, such as being strongly legitimized by society and possessing social and
environmental expertise to address the concerns of society. Emphasizing these
capabilities should help to place NPOs on a more equal level vis-a-vis their business
partners. By realizing their distinctive strengths, NPOs are expected to become
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stronger when entering collaborations and hence create more value not only to
support their beneficiaries but also to enhance their long-term sustainability.
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