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ABSTRACT

Although the fields of Corporate Social Responsibility (CSR) and Relationship Exchange have
both significantly developed over the last quarter century, their content and concepts have largely
remained independent. This study seeks to integrate the two streams of research by proposing an
antecedent role for CSR with respect to stimulating collaborative agreements between firms and
suppliers. Here we investigate the relationship between CSR and relationship exchange through a
mediated model, which includes three specific factors: trust, reputation and network resources.
We propose that it is through these factors that CSR influences the willingness of both partners to
initiate collaborative, long-term exchanges.
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INTRODUCTION

ractitioners have long realized what organizational theorists have only belatedly acknowledged: the
world is a complicated, integrated place. The evolution of systems theory (Katz & Kahn, 1978) has

forced researchers in the field of organizational theory to rethink any predispositions with simplistic
models that treat businesses as insular units, and acknowledge that firms, by operating in open systems, are impacted
and related to individuals, groups and institutions outside the organizational boundaries. Prahalad and Hamel (1994)
assert that firms are continuously forced to respond to the demands of investors, customers, communities, societies,
competitors, suppliers, and governments, and that the actions and interests of these groups directly affect firm
strategy, survival and inevitability sustainability. Therefore, the firm must not only manage its internal environment
effectively, but also its external environment, if it is to have any plausible chance at survival, growth and
profitability (Simms, 2002).

Kakabadse, Rozuel, and Davies (2005) examined the interrelatedness of CSR and stakeholder theory.
Freeman (1984) proposed stakeholder theory to essentially codify the necessity of external environment
management. He deemed that actors such as customers, employees, communities, stockholders, suppliers, and the
general society act as firm stakeholders. In the stakeholder theory model, the relationship between the firm and its
stakeholders is dyadic. The firm, through its decisions and actions, affects the welfare of its stakeholders, while
simultaneously being impacted by their stakeholders’ demands and activities (Evan & Freeman, 1988). This dyadic
concept is analogous to a systems approach and positions the firm as both an economic and social agent (Donaldson
& Preston, 1995).

Because Freeman’s model treats the firm as an active social agent, it is conventionally conceptualized as
Corporate Social Responsibility (CSR). Defining CSR is not always an easily achievable task (although many have
attempted to in the past). It has evolved from being treated as a purely altruistic and moral duty entrusted to all
businesses (Bowen, 1953; Davis, 1973), to a contemporary perspective positing that both business and society can
instrumentally and mutually benefit from fostering effective, successful stakeholder relationships (McGuire, et al.,
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1988; Berman, et al., 1999; Waddock & Graves, 1997; Waddock, 2003). Contemporarily, CSR is viewed more as
social investment, social capital creation and corporate citizenship, rather than simply moral obligation (Waddock,
2003). ‘CSR firms’ voluntary acknowledge the presence and demands of their stakeholders, and seek ways to
develop, coordinate, and integrate interests through optimally beneficial relationships. CSR therefore becomes not
only a social enterprise, but also a strategic initiative that emphasizes capitalization of relationship resources.
Further, it builds value creating networks between and among the firm and its stakeholders (Hillman & Keim, 2001).

Because of its inherent links to relationship facilitation, development and sustenance, CSR seems primed to
be integrated into the economic, marketing, management, and strategic research, which concentrate on
organizational and inter-organizational relationships. There has been a concerted effort to comprehensively evaluate
relationships between and among firms. This includes investigating the consequences of inter-organizational
relationships (Cannon & Perreault, 1999; Kogut, 1988; Johnson & Linton, 2000; Johnston, et al., 2004), the
antecedents of these relationships (Doney, Cannon, & Mullen, 1998; Gulati, 1999; Zaheer, McEvily & Perrone,
1998), and the development process that firms undergo when they engage in exchange relationships (Cook, 1977;
Ring & Van de Ven, 1994).

Inter-firm relationships have evolved beyond the transaction cost economics of alternative governance
structures (Williamson, 1979), to incorporate situational, cognitive, and behavioral determinants such as trust,
reputation and power (Ring & Van de Ven, 1994). Hoyt and Hug (2000) and Jap (1999) suggest that because inter-
organizational interactions have progressed from ‘market-type’ one-off transactions to collaborative, strategic
initiatives, there exists a substantial need to more fully comprehend the why, how, where and what of inter-
organization exchange relationships.

While the term inter-organizational relationships can be used to classify numerous firm interactions
(including consumers, industry members, governments, social institutions), it often refers to buyer-seller
relationships between the firm and its supplier. Supplier-firm relationships directly address the ‘make or buy
decision’ issue, and highly affect firm success, especially in volatile environments (Handfield & Nichols, 1999;
Hoyt & Huq, 2000). If firms decide to acquire its input externally, it must engage in exchange transactions. These
transactions become exchange relationships when transaction frequency increases and both parties (supplier and
buyer) seek to mutually benefit from the relationship (Cook, 1997). Williamson (1979) posits that exchange
relationships serve as alternatives to markets and hierarchies and can, therefore, serve to minimize transactions
costs. Further, research has proposed that collaborative supplier-firm relationships can benefit the firm through
improved efficiency, enhanced technology and quality, social capital facilitation, and even competitive advantages
(Smeltzer, 1997; Zaheer, et al., 1998; Dyer & Singh, 1998; Adler & Kwon, 2002). Correspondingly, supply-chain
management has received considerable attention and continues to exact distinct influence in academic and
practitioner circles.

Despite this popularity, the link between CSR and supplier-firm relationship management has been
relatively neglected. Murphy and Poist (2002), in calling for an increase in social responsibility logistic research,
suggest that management increasingly see suppliers as stakeholders, and supply management as a socially
responsible action. Therefore, ignoring the implicit and explicit ties between CSR and inter-organizational
relationship research is imprudent and unjustified. While there have been previous attempts to merge these two
streams (Carter & Carter, 1998; Maignan, Hillebrand & McAlister, 2002; Carter & Jennings, 2004), they represent
only the tip of the iceberg. Carter and Jennings (2004) note that most CSR/ supplier management research concludes
that firms only consider CSR issues in choosing their suppliers. Still, this is done only if there is considerable
pressure by its customers and investors to do so. We argue here that while stakeholder and societal pressures may
foster the role of CSR in facilitating supplier-firm relationships, it cannot, independently, fully explain how CSR
enhances supply-chain management. Instead of focusing on the social demands to institute CSR, we theorize that a
CSR orientation, by both the supplier and the firm, is related to three antecedents of inter-organizational
relationships: trust, reputation, and network resource accessibility. These three antecedents have been previously
identified as criteria for evaluating prospective organizational partners (Doney, Cannon & Miller, 1998; Gulati,
1999; Gulati, Nohria & Zaheer, 2000). We therefore propose that by impacting these three factors, CSR influences
the choice of both suppliers and firms with respect to establishing inter-organizational relationships.
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Because we include both the firm and its supplier in our model, we treat the inter-organizational
relationship and the effect of CSR as dyadic. It is difficult to evaluate the antecedents of inter-firm relationships
without considering the needs of all parties involved. Therefore, we emphasize the needs and desires of both
relationship actors, although for simplicity, we treat the firm as the principle actor.

Before presenting the model and presenting theoretical development, we next discuss the previous research
related to our topic.

LITERATURE REVIEW

Review of preceding literature indicates a relative paucity with respect to research in the area of CSR
facilitating any inter-organizational relationships including supplier-firm links. The studies that have addressed this
issue tend to identify individual dimensions of CSR such as environmental management, community involvement,
and product quality as criteria for rating and choosing suppliers. For example, Maignan, Hillebrand, and McAlister
(2002) prescribe that firms should incorporate suppliers’ corporate social performance into their supplier decision-
making process. They label this as socially responsible buying, somewhat analogous to social responsible investing
(Verschoor, 2003). Firms are urged to choose and form partnerships with suppliers that demonstrate superior
commitment to socially responsible actions. Their respective stakeholders, the authors argue, will reward the firm.
They will also benefit through an enhanced firm reputation. Similarly, Handfield, Wallon, Seegers, and Melnyk
(1997) and Min and Galle (1997) assert that concern for the natural environment on the part of suppliers can be
attractive to potential firm buyers who undertake environmental supply management. Along with environmental
management, Emmelhainz and Adams (1999) posit that employee relations/labor conditions are another CSR
dimension that firms use to evaluate suppliers. Employee relations, especially when they are poor, are often treated
as social issues, which transcend organizational boundaries. Therefore firms, fearful of a ‘guilty by association’
backlash, may wish to only align themselves with suppliers who provide adequate labor conditions and demonstrate
concern for employee well-being.

While acknowledging that these CSR dimensions individually can be used to assess suppliers from a social
responsibility perspective, Carter and Jennings (2004) advocate an aggregate approach to CSR supplier
management. This aggregate approach (termed Purchasing Social Responsibility [PSR]) entails using multiple CSR
criteria to evaluate suppliers. They argue that using multiple criteria allows the firm to holistically gauge the CSR
intentions and the position of its potential suppliers. Therefore, the firm becomes more informed with respect to its
supplier’s precedent behavior and is essentially more willing to transact and form exchange relationships.

Beyond the individual facets of PSR, Carter and Jennings (2004) also identify certain ‘drivers’, which they
propose to increase the likelihood that the firm and its management will implement a PSR policy. These drivers
include: organizational culture, top management support, consumer demands, individual values and predispositions,
and governmental regulations. They find empirical evidence which suggests that customer pressure, organizational
culture, and management support all facilitate PSR. They also conclude that governmental regulations do not
promote the proclivity of firms to collaborate with socially responsible suppliers. These results suggest that firms
that are voluntarily committed to CSR (through organizational culture and commitment) are more likely to seek out
relationships with like-minded suppliers, as opposed to firms, which are forced to by law.

Firms and suppliers can choose to willfully practice CSR or they can be legally mandated to do so. It stands
to reason, however, that firms will be more willing to establish relationships with other firms who practice voluntary
CSR. Donaldson and Preston (1995) argue that firms who demonstrate superior CSR, beyond the legal requirements
of society, benefit the most from CSR. Similarly, Preston and Donaldson (1999) and Jones (1995) suggest that a
decided commitment by the firm to the tenets of CSR and stakeholder management produces organizational wealth.
Congruently, we posit that the effect of CSR in facilitating relationships and attracting firms to suppliers may be
indirect. We propose that it is not so much the actual CSR actions of an organization, but the message that a
voluntary commitment to those actions communicates to others, that creates superior rewards for the organization.
Therefore, firms and suppliers may look not only at each other’s CSR behaviors, but also at the commitment and
consistency of these behaviors when deciding upon relationship partners. Thus, the relationship between CSR and
firm-supplier relationship, we present, is mediated by the effect a commitment to CSR have on each party’s ability
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to trust the other, the enhancement of public image and sustainable reputation, and whether the partnership might
have accompanying network-related rewards. Gulati (1999) suggest that these three factors are often used when
selecting network partners. This paper seeks to ascertain if and how a dedicated commitment to CSR contributes to
these three, and in turn promotes firm-supplier relationships.

Firm/Supplier
Willingness to
form
Cooperative
Relationship

Reputation

Network

THE MODEL

CSR commitment has previously been linked to firm morality and altruism (Gibson, 2000), whereby a firm
could only demonstrate a commitment to CSR if it was willing to sacrifice its self-interest for the common good
(Jones & Wick, 1999; Jones, 1995). There are, however, two problems with this treatment. First, it relies on
assessing firm intentions, which is not easily achieved and often quite impractical to operationalize. Azjen and
Fishbein (1980) note that individuals attribute intentions to behavior when it is difficult or unfeasible to assess
underlying motivators. Outsiders are generally not privy to the rationale behind firm policies; therefore, they must
often presume intentions from actions. Thus, measuring commitment from intentions in this scenario seems rather
complicated and somewhat unrealistic. Secondly, it is difficult to assess whether a firm, or anyone, will participate
in self-sacrifice a priori. While a firm might state or imply that it is willing to suffer a financial loss for the benefit of
general society, there is no way (except through fervent trust) to test if this commitment is genuine until the firm
actually and willfully suffers a loss.

Therefore, while we agree with Amato and Amato (2002) that mission statements that make mention of
CSR may serve as a signal of CSR commitment, we contend that the proof of this commitment is essentially in the
doing, and not in the stated intention. Firms that perpetually and voluntarily exhibit effective corporate social
performance are the ones who demonstrate a commitment to their stakeholder relationships (Hillman & Keim,
2002). Consistency in social performance indicates to outsiders that firms are investing in their stakeholder
relationships, and are committed to the welfare of these relationships.

420 Copyright by author(s) Creative Commons License CC-BY 2013 The Clute Institute



http://creativecommons.org/licenses/by/3.0/
http://www.cluteinstitute.com/

Journal of Business & Economics Research — October 2013 Volume 11, Number 10

Theoretical and Hypothetical Development
Trust

Trust plays a vital role in the health of any organization (Fulmer & Gelfand, 2012). Of all of the
cognitive/behavioral constructs included in the inter-organizational relationships research, the construct of trust has
emerged as a central tenet to the initiation and development of collaborative inter-firm efforts. Doney and Cannon
(1997) state that the growing volatility and competitive nature of present business environments demand that firms
and suppliers build substantial value-laden relationships, and that trust facilitates the development of these joint
initiatives (Morgan & Hut, 1994). Johnson, McCutcheon, Stuart and Hazelwood (2004) similarly note that the
ability of partners to mutually trust each other is a critical element for effective supply-chain management. Trust
between organizations can be mediated by: shared principles among organizational members (D’Iribarne, 2003); the
integrity of an organization (Palanski & Yammarino, 2009); a shared pilot project (McCarter, Mahoney, and
Northcraft, 2011); a shared network (Gluckler & Armbruster, 2003); effective, two-way communication (Gainey &
Klaas, 2003); and, shared competition and associated risks (Croonen, 2010). Consumerism is also impacted by the
perception of the product and the organization. Choi, Eldomiaty, and Kim (2007) suggest that the less familiar a
consumer is with an organization’s product, the less trusting the consumer will be.

Although trust is often conceptualized and treated as a psychological individual state (Lindskold, 1978;
Ring & Van de Ven, 1994), economists treat it as a governance mechanism that can reduce transaction costs (Pfeffer
& Salancik, 1978; Williamson & Ouchi, 1981; Dasgupta, 1988). Williamson (1979) posits that as buyer-seller
transactions progress from impersonal interactions to hybrid relationship structures, there is less reliance on formal
contracting. Teece (1992) further suggests that because contracting in relationships is inherently incomplete,
relationship participants must use governance mechanisms to reduce the level of transaction costs. Pfeffer and
Salancik (1978) identify trust as a mechanism that can reduce the proclivity of opportunism, and the uncertainty of
asset specificity, thereby improving the performance of the transacting parties. In transaction cost theory (TCT),
trust is treated as a rational expectation of the behavior of others, rather than a purely cognitive belief. For instance,
Williamson (1991) proposes that no rational party will consent to a relationship unless it believes that is not
profitable for the other party to renege on the agreement. Therefore, trust, from the economic perspective, is
relatively impersonal and somewhat self-serving.

While TCT does offer a direct link between trust and firm performance in hybrid relationships, it does not
explicitly consider the relationship between trust and relationship development. Hoyt and Hug (2000) imply that
because supplier-firm relationships now emphasize collaboration and integration, trust is seen as more than a
governance mechanism. The majority of contemporary research on inter-organizational trust reflects this transition
(Ellram, 1995; Doney & Cannon, 1997; Ring & Van de Ven, 1994; Dyer & Chu, 2003), and promotes the role of
trust as a facilitator of inter-firm collaboration, rather than merely a means to reduce opportunism. This
preoccupation with trust and inter-organizational collaboration is driven by the substantial body of research tying
supplier-firm cooperation to performance rewards such as innovation, efficiency, and quality (Johnson et al., 2004).

Despite the differences in definition and treatment, both the TCT and collaborative perspectives are
complementary and useful paradigms for understanding the role of trust in supplier-firm relationships. Johnston,
McCutcheon, Stuart, and Kerwood (2004) suggest that most conceptualizations include two facets: dependability
(predictability) and benevolence. Dependability refers to the consistency and reliability of words and past behavior.
It is highly congruent with the TCT’s emphasis on reducing uncertainty in contracting. Benevolence, on the other
hand, is related to the perception that the transacting partner is generally concerned for the well-being of others and
interested in generating mutual benefits (Smeltzer, 1997; Doney & Cannon, 1997). Benevolence is, therefore,
indicative of the collaborative perspective. It also incorporates some elements of TCT, especially with respect to
opportunism.

Doney & Cannon (1997) posit that individuals and organizations will attempt to gather information on both
benevolence and dependability before making a trust decision. They look at previous attitudes and behaviors to
determine the level of credibility, honesty, and commitment potential and existing partners have portrayed.
Therefore, organizations look for signals and information from which to gauge intentions, and use these signals as
proxies for dependability, credibility, and benevolence (Kumar, Scheer & Steenkamp, 1995).
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CSR actions are often visible and relatively explicit (Fombrun & Shanley, 1990). As such, they can act as a
key source of information about both dependability and benevolence. With respect to dependability, suppliers and
firms can examine the frequency and consistency of CSR behavior to help assess credibility. In so much that CSR
actions are directed towards multiple stakeholders, outsiders are also privy to whether the organization credibly and
voluntarily honors its promises and obligations to its relationship partners in various settings and contexts.

Because in this study we propose that trust acts an antecedent to relationship formation, the potential
relationship participants assumedly cannot rely on direct experiences to judge dependability (Doney & Cannon,
1997). Therefore, both parties (suppliers and firms) must use secondary information to ascertain whether their
potential partner is predictable, consistent, and credible. This is analogous to the trust transference process, whereby
organizations use the experiences and evaluations of others to determine (albeit indirectly) the trustworthiness of
another organization (Ganesan, 1994). Ganesan (1994) further notes that the level of trust is heightened when
multiple third party ‘proof sources’ exist (i.e. one is more willing to trust the advice of many, as opposed to few).
Therefore, we argue that the organization will be more confident in its assessment of potential partner predictability
when there is extensive verifiable information about past behaviors and when this information is provided by
multiple, trustworthy sources. Because CSR incorporates multiple dimensions and multiple stakeholders, it fulfills
these two criteria (extensive information and multiple proof sources).

H 1(a): Firms will view suppliers that demonstrate a commitment to CSR as being highly dependable
H 1(b): Suppliers will view firms that demonstrate a commitment to CSR as being highly dependable

Johnston et al., (2004) posit that for trust to exist, the trustee must not only perceive the trusted to be
dependable, but they must also view them as benevolent. Benevolence is conceptualized as goodwill (Johnson et al.,
2004), consideration for the welfare of others (Doney & Cannon, 1997), and as ethical behavior (Smeltzer, 1997). It
is implicitly linked to a long-term orientation (Ganesan, 1993), where both the firm and the supplier seek to not only
consistently meet their contractual obligations (Zaheer et al., 1998), but also to develop the exchange relationship
over an extended time period.

Ganesan (1994) proposes that benevolence constitutes a willingness to acknowledge and protect the interest
of others, even when one is not legally mandated to do so. Again, we refer to the difference between voluntary
regulative (stipulated by law) CSR behavior (Caroll, 1979). While CSR behavior, irrespective of its underlying
motives, might communicate dependability, only voluntary CSR can reflect benevolence. Since dependability is
concerned with credibility and the likelihood that organizations will live up to pre-established obligations, it is not
overly concerned with organizational intentions (Doney & Cannon, 1997; Zaheer et al., 1998). However, to assess
the level of benevolence, organizations must question motives and determine whether organizational partners, or
potential partners, are genuinely interested in their distinct welfare. A voluntary commitment to CSR presumes an
acknowledgement of multiple stakeholder obligations, and a concerted decision by the organization to fulfill these
obligations through effective stakeholder relationship management (Donaldson & Preston, 1995; Berman et al.,
1999). Because the organization is under no mandatory duress to act in a socially responsible manner, its decision
clearly reflects a concern by the organization and its management for the well-being of its stakeholders.

CSR commitment also demonstrates willingness by the organization to strategically foster and develop its
stakeholder relationships (Berman et al., 1999). The organization attempts, through CSR, to create and sustain
value-added relationships that mutually benefit the organization and its stakeholder partners. Congruently, Doney
and Cannon (1997) view benevolence as a commitment to cooperation and joint rewards. We posit that the firm’s
ability to sustain its stakeholder relationship (demonstrated by longitudinal CSR consistency) demonstrates a desire
to promote and achieve mutually beneficial outcomes.

H 2(a): Firms will view suppliers that demonstrate a commitment to CSR as being highly benevolent
H 2(b): Suppliers will view firms that demonstrate a commitment to CSR as being highly benevolent
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Reputation
Indirect Effect

Fombrun, Gardberg, and Barnett (2000) suggest that CSR is a direct strategic device to manage reputational
risk. Lewis (2003) also deems CSR as a fundamental concern for stakeholders and stockholders with respect to the
evaluation of firm image and performance. The intrinsic bond between CSR and firm reputation is even more
evident considering that reputational indices have been used and continue to be incorporated in the conceptualization
and measurement of corporate social performance (Waddock & Graves, 1997).

Reputation and public image is discussed with respect to inter-organizational relationships. Supplier
reputation has previously been presented as a direct antecedent to trust (Doney & Cannon 1997; Ganesan 1994;
Smeltzer 1997); the conventional wisdom proposing that firms are more likely to trust suppliers that are reputable.
Doney and Cannon (1997) define reputation as the “extent to which firms and people in the industry believe a
supplier is honest and concerned about its customers” (pg. 351). This definition, therefore, relates the concept of
trust to the aspect of benevolence, implying that an organization’s reputation is a critical source of information about
a potential partner’s willingness to serve the interest of others. Smeltzer (1997) notes that trust is based on external
perceptions of organizational image and identity, wherein individuals and organizations assess the concerns for
others in society, based on reputation, before determining whether the organization can and should be trusted.

Both these treatments of trust make mention of social concern. Reputation goes beyond dependability to
incorporate social desirability and corporate social performance (Fombrun, 1996). An organization’s public image
and reputation is constructed on consistent behavior, and on demonstrations of social investment and goodwill (e.g.
community involvement, philanthropy, environmental preservation). Since organizational reputation and public
image are socially created phenomena derived from perceptions (Ganesan, 1994), the more socially desirable an
organization is perceived to be, the more favorable is its public image and reputation. Effective and voluntary CSR
behavior enhances public image and firm reputation by directly influencing these public perceptions (Fombrun &
Shanley, 1990; Fombrun, Gardberg & Barnett, 2000). Organizations that willingly implement CSR are viewed as
socially aware and committed to serving the interests of multiple members of society. This leads to distinct
reputational rewards through increased investment (Verschoor, 2003) and reduced risk ratings (Orlitzsky &
Benjamin, 2001), both indications of enhanced trustworthiness.

Reputation is also centrically tied to corporate identity and organizational values (Dutton & Dukerich,
1991; Smeltzer, 1997), and it indicates to outsiders what the organization truly believes in and practices. Therefore,
organizational reputation, based on CSR, is not a consequence of public image enhancement; rather, it is a result of
demonstrated consistency in corporate social performance, which we treat as a commitment to CSR. It is this
commitment that fuels trust which leads to supplier-firm relationship formation.

H 3(a): Firms are more likely to trust suppliers with enhanced CSR reputations
H 3(b): Suppliers are more likely to trust firms with enhanced CSR reputations

Direct Effect

While the reputational effects of CSR commitment can indirectly affect supplier-firm relationship
formation, CSR-based reputation can also play a more direct role in facilitating relationship initiation. Podolny
(1993) suggests that organizational status or reputation is somewhat dependent on the reputation of others, to which
the focal organization is linked. This is demonstrated in the link between organizations and their spokespersons, and
between firms and their suppliers. Companies are quick to terminate links with spokespersons and suppliers if their
images and reputations become tarnished, hoping to avoid a similar fate (guilty by association).

However, this ‘transference of reputation’ effect can also work advantageously. In an effort to enhance firm
image, companies usually choose spokespersons that are popular, socially desirable, and reputable. Similarly, firms
and suppliers consider the effect that their potential partner’s reputation will have on their own reputation. Orlitzsky
and Benjamin (2001) suggest that a positive CSR reputation increases the willingness for affiliation. Because society
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places added value on stakeholder management (Prahalad and Hamel, 1994) and corporate social performance
(Simms, 2002), it is logical to expect members of society to have a greater affinity for organizations that
demonstrate a high level of corporate social responsibility. It should also be expected that other organizations will
seek out relationships with such institutions.

Since reputations are also a function of organizational identity, it may also provide information about
organizational policies and values (Smeltzer, 1997). Social Identity Theory (Dutton & Dukerich, 1991) proposes that
individuals attempt to determine whether the organization’s values and interests are congruent with personal
attitudes and values. Analogously, Doney, and Cannon (1997) posit that firms try to discern whether the interests
and values of its suppliers are similar to those of their own before determining if and how the relationship should
develop. By using organizational reputation, both suppliers and firms can learn and communicate their respective
corporate identities, cultures, and values. Therefore, there is an opportunity for pre-evaluation of value congruency
that can help in the relationship-formation decision process.

H 3(c): Firms will be more likely to form relationships with suppliers that have positive CSR reputations
H 3(d): Suppliers will be more likely to form relationships with firms that have positive CSR reputations

Networks and Network Resources

Thus far we have treated the single, dyadic relationship as the unit of analysis. We now extend our
discussion to acknowledge that the firm, and its potential supplier, can possibly be embedded in distinct or
convergent networks (Gulati, 1995; Gnyawali & Madhavan, 2003). These networks include social, strategic, and
exchange relationships that bind multiple actors together (Gulati, Nohria & Zaheer, 2000). Gulati (1999) and Chung,
Singh, and Lee (2000) assert that networks, by virtue of their ability to incorporate multiple actors and relationship
types, can provide idiosyncratic and valuable resources to their members. Gulati, Nohria, and Zaheer (2000) label
these as ‘network resources’, and argue that because these resources may be valuable, rare, and difficult to copy
(Barney, 1991), they are a potential source of competitive advantage. Gulati (1999) further suggests that these
network resources are not intra-organizationally derived, but reside implicitly within the network structure and the
specific inter-organizational relationships embedded within these structures. Essentially, then, organizations can
only access these resources through direct and/or indirect network membership.

Information

Gulati (1995 & 1999), Chung, Singh, and Lee (2000) and Walker, Kogut, and Shan (1997) posit that
organizations can gain entry to networks and their associated resources through alliance formation. By forming
alliances, organizations can mutually and complementarily benefit from each other’s respective networks and
increase their resource accessibility exponentially. Gulati (1999) proposes that organizations will seek out alliance
partners that can provide access to network resources, which are then valuable to the organization.

One such resource is information. Because networks embody a variety of interlocking links across various
institutions, groups, and individuals, they often offer rich sources of information transmitted over multiple
information channels (Powell, 1990; Gulati & Westphal, 1999). In an era where access to timely, valuable
information is critical to firm success, the ability of a network to facilitate communication, and thereby diffuse
information across organizational and institutional boundaries, can often grant its members distinct advantages and
rewards.

Because we treat CSR here as the coordination and fulfillment of multiple stakeholder interests (Evan &
Freeman, 1998; Donaldson & Preston, 1995), it is logical to conceptualize these multiple stakeholder relationships
as a distinct network. This network includes social and environmental ties (e.g. community involvement,
environmental management) and exchange relationships (e.g. suppliers, distributors, consumers, strategic partners).
The organization, through building and sustaining meaningful relationships with these separate stakeholder groups,
acquires information from relevant and distinct sources, which it can specifically use to formulate strategy and to
enhance performance (Berman et al,. 1999). Hillman and Keim (2001) propose that the more extensive the
stakeholder network is (i.e. the more stakeholder relationships the firm creates), the greater the performance rewards
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and opportunity for competitive advantages. Also, the informational benefits derived from stakeholder relationships
progressively increase along relationship tenure because of the presence of increased trust and reciprocity (Preston
& Donaldson, 1999; Orlitzsky & Benjamin, 2001). Therefore, the network informational resources are expected to
be most prolific in instances where the organization engages in multiple stakeholder relationships and where it
demonstrates a voluntary commitment to CSR.

Being that CSR creates distinct stakeholder networks with unique informational advantages, and assuming
that organizations outside of this network desire access to this resource, the following is proposed:

H 4(a): Firms will seek to form relationships with suppliers committed to CSR because they offer access to unique
network information

H 4(b): Suppliers will seek to form relationships with firms committed to CSR because they offer access to unique
network information

Social Capital

Along with information, organizations can also derive social capital from its position and connections in
the network structure. Social capital has been adopted by strategic researchers to describe the intangible rewards
organizations derive from their relationships with networks. Adler and Kwon (2002) define it as “engendered
goodwill from social relations” (pg. 297), treating social capital as the potential for future benefits from present
network memberships (Portes, 1998). Organizations that invest in and sustain effective relational ties with its
network affiliates (either through social links or exchange relationships) are likely to reap substantial rewards over
an extended period of time (Kostova & Roth, 2003). In this respect, social capital is analogous to technological and
financial investment, wherein the organization attempts to leverage a current resource (social capital), to produce
sustainable future pay-offs. These future benefits include increased resource accessibility (Walker, Kogut & Shan,
1997; Chung et al., 2000), enhanced efficiency and cost reductions, (Baker, 1994) and cooperative synergy (Burt,
1992).

Similar to information, Gulati (1999) and Chung et al., (2002) treat social capital as inter-organizational
phenomena, embedded in the organization’s network relationships. As a distinct network resource, social capital
provides network members with unique, valuable advantages that are inaccessible to outsiders (Gulati & Garguilo,
1999). At the individual level, Kostova and Roth (2002) posit that firms create and access social capital by using
‘boundary spanners’, employees who form relationships with individual members of other organizations. This is
congruent to alliance formation at the organizational level, wherein organizations establish relationships with other
institutions and groups in order to extend its social capital base and facilitate new social capital development (Adler
& Kwon, 2002). The organization, then, benefits when this form of social capital is applied to the system, whereby it
promotes organizational learning and progress (Caro, 2011).

Because CSR fosters economic, social, and moral ties between business and stakeholder groups (Davis,
1973), it is complementary to the concept of social capital. As organizations promote positive interactions with their
stakeholders, there is, arguably, the development of trust and greater proclivity for reciprocity through goodwill
(Adler, 2001). Voluntary commitment to CSR, through preservation of stakeholder relationships, helps a firm
maintain its network and accumulate social capital. This social capital, in turn, produces both intangible and tangible
performance-related benefits, which Preston and Donaldson (1999) term ‘organizational wealth’.

Therefore we posit that firms that are committed to CSR will accumulate substantial social capital and
therefore be prime targets for partnerships and alliances.

H 4(c): Firms will seek to form relationships with suppliers committed to CSR because they offer access to social
capital

H 4(d): Suppliers will seek to form relationships with firms committed to CSR because they offer access to social
capital
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DISCUSSION

Environmental uncertainty is, ironically, the only constant that business organizations operating in a
complex world can assuredly depend on. The unenviable task for management has always been to plan and
implement strategy that aligns the goals of the organization with the demands of a perpetually changing
environment. Faced with this challenge, organizations are turning increasingly to inter-firm relationships to provide
some measure of stability and predictability (Hoyt & Hug, 2000). By creating strategic alliances and cooperative
relationships, organizations gain relatively more control over transactions, thereby eroding the effect of market
uncertainty on business exchanges (Williamson, 1979 & 1991). The advantages these alliances might confer to
participating organizations, however, go beyond providing environmental certainty and minimizing transactions
costs, to also include increased resource accessibility, enhanced technological innovation, and improved firm
effectiveness. While there is a growing body of evidence supporting the theory that strategic alliances promote
organizational performance, it is premised on the contingency that performance is largely determined by choosing
the ‘right” alliance partner (Hagerdoon, 1993). Thus, researchers have spent considerable time investigating the
antecedents of alliance formation and attempting to prescribe criteria on which to evaluate the suitability of potential
exchange partners.

We contribute to this growing body of research by positioning Corporate Social Responsibility as a
possible antecedent to supplier-firm relationship formation. CSR has traditionally been conceptualized as an ethical
issue; however, it has recently been transformed into a strategic endeavor with consequential performance rewards
for organizations willing and capable of implementing social responsibility initiatives (Waddock & Graves, 1997;
Berman, et al., 1999). Researchers are now seeking to integrate CSR with other strategic concepts, attempting to
demonstrate how and why socially responsible behavior fits into the framework of business organizations. However,
the relationship between CSR and supplier-firm relationships has largely been ignored, leaving substantial
opportunities for discussion. Previous studies that have tackled this issue have concentrated almost exclusively on
the dimensions of CSR and how they relate to purchasing decisions on the part of the firm. Therefore, there is little
exploration of the role of CSR in facilitating exchanges, and even less investigation about its possible links to
supplier-firm partnership formation and development.

While we acknowledge that firms can, and should, use the dimensions of CSR to evaluate prospective
suppliers, we propose that the usefulness of CSR to firm-supplier exchanges goes well beyond this relationship.
Beyond assisting firms in choosing suppliers for one-off market transactions, we argue here that CSR can promote
collaborative inter-organizational relationships between two organizational actors (firms and suppliers) by
increasing organizational attractiveness through distinct factors.

The first of these factors is trust, dissected into the facets of dependability and benevolence. For this factor,
dependability is concerned with credibility and consistency of action, and benevolence is related to concern for the
welfare of others. CSR is related to both facets in that it facilitates multiple stakeholder relationships, which leads to
the fulfillment of multiple stakeholder interests. We argue that a voluntary commitment to CSR indicates a
willingness by the organization to first acknowledge and then protect the interest of others in society. Also, by
sustaining consistency with respect to social performance, the organization demonstrates dependability and thus
enhances its trustworthiness in the perceptions of potential relationship partners.

Because organizational pre-partnership cannot necessarily assess potential partner trustworthiness from
direct previous experience, they must rely on credible secondary information. Organizational reputation provides an
avenue for organizations to evaluate how an organization is publicly perceived and provides information about its
previous relationship behaviors. A reputation predicated on the dimensions of CSR offers an opportunity for
organizations to gauge the dependability and benevolence of their prospective partners from multiple sources and
contexts (e.g. employees, communities, suppliers), potentially increasing confidence, trustworthiness, and a
willingness to form a collaborative partnership.

Organizations with positive CSR reputations are often perceived as socially desirable. This enhanced social
desirability, we argue, promotes organizational attractiveness and thereby increases the willingness of others to
affiliate themselves in a meaningful way with the organization.
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Lastly, we recognize the firm and its supplier(s) as actors in distinct, idiosyncratic networks. Each
organization, by virtue of its existing relationships, is a member of a unique network structure that can provide
substantial network resources. Two such resources are information and social capital. Information helps the
organization in its decision-making, planning, and strategizing and because networks incorporate multiple
institutions and organizations, they offer a variety of information channels through which the organization can
transmit and receive valuable and timely information. Social capital, on the other hand, facilitates inter-
organizational cooperation and improved future performance by engendering goodwill and reciprocity among
network members. Organizations that practice CSR create networks with stakeholder groups. These stakeholder
networks can be extensive and valuable since they contain social, economic, and strategic ties that increase
information accessibility and generate social goodwill. To assess these resources and attain the benefits that they
provide, organizations seek to form alliances and relationships. Therefore, by fostering unique stakeholder networks
and engendering valuable network resources, CSR also contributes to the organization’s attractiveness as a potential
relationship partner.

CONCLUSION & IMPLICATIONS FOR FUTURE RESEARCH

This paper is an attempt to build on the conceptual and empirical foundations of a multitude of previous
work. It integrates two streams of study, inter-organizational relationships and CSR, in order to demonstrate the
possible role that CSR can play in bringing suppliers and firms together.

By developing arguments relating CSR to trust, reputation, and network resources, we have presented a
conceptual framework that links socially responsible activity with the ingredients for effective partnership initiation,
coordination, and growth. However, the emphasis on these three variables should not be construed as a belief by the
authors that the model is complete. We concede that there may exist other mediators such as firm performance,
which might help improve the efficacy of the model and promote learning in the field. This we deem as an area
where future efforts could be directed.

Also our model does not explicitly consider the effect of moderating variables. For instance, Cook (1977)
and Ganesan (1993) propose that power may influence the willingness of parties to enter into exchange
relationships. Because it is assumed here that the firm and the supplier are equivalent with respect to power
distribution, the discussion and propositions do not make concessions for power inequalities. We admit that this is
somewhat unrealistic and a research limitation; however, it provides an opportunity for future investigation and the
possibility of enriching and expanding the model.

While we acknowledge our limitations, we deem the model to be an adequate framework for future
development. We agree with Carter & Jennings (2004) that more research is needed with respect to CSR and
supplier-firm interactions. Both these topics are academically worthwhile and socially relevant. Therefore it is our
hope, that aside from making a valuable contribution to the field, this paper serves as a catalyst for similar future
endeavors.
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