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Arno Kourula: 

6 FINNISH CORPORATIONS' ENGAGEMENT 
WITH NONGOVERNMENTAL 
ORGANIZATIONS 

6.1 Introduction 

I I Corporate Social Responsibility and the management of stakeholder relations 
have received increasing attention from both researchers and practitioners. 
Especially Nongovernmental Organizations (NGOs) as corporate stakeholders 
have been the focus of increasing interest in the past few years due to their 
increase in number and influence (Anheier & Themudo 2005; Utting 2005). 
NGOs can be defined as "organizations of individuals and donors committed 
to the promotion of a particular (set of) issueïs) through advocacy work 
and/or through operational activities whereby services are delivered' (Doh & 
Teegen 2003). NGOs are defined as having goals, which are primarily non 
commercial. 

However, research on business-NGO relationship is still relatively limited. 
Research on NGOs has also traditionally been in the fields of economics of 
development, international relations, international political economy (with a 
developing country focus) and sociology, but rarely in relation to the private 
sector at the firm level (Utting 2005). Furthermore, research on NGOs 
commonly focuses on a single company (for example Joutsenvirta 2006), 
usually a single case study of well-known larger multinationals, such as Shell 
(Wei-Skillern 2004) and Starbucks (Argenti 2004). The business-NGO 
relationship is also defined by the institutional context and studies in the 
Finnish or other small developed welfare states' context are scarce. 
Additionally, the specific forms of corporate NGO engagement have not been 
studied much (see for example Kong, Salzmann, Steger & Ionescu-Somers ... 
2002). Finally, the emphasis is commonly on environmental NGOs. 

This paper aims to fill these research gaps by answering the following 
researçh question: How do large Finnish companies engage with 
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Nongovernmental Organizations? This question is answered by analyzing 
sustainability reports of 24 large Finnish corporations and focusing on the 
NGO engagement forms described in these reports. In this paper, the main 
focus is on NGOs working in the fields of world polity, the environment, 
individual rights, welfare and to a lesser extent healthcare, sports and art. Thus 
industry, trade and industrial groups, political ideologies and parties, labor, 
professional and education-related organizations are not part of this study (as 
defined by Boli & Thomas 1997; UIA 1988). 

The following chapters review the theoretical background of the work 
(Corporate Social Responsibility and research on the NGO-business 
relationship), discuss the methodological choices made, present the empirical 
findings and discussion as well as provide conclusions and avenues for further 
research. 

6.2 CSR and the business-NGO relationship 

Corporate Social Responsibility (CSR) can be defined as "a concept whereby 
companies integrate social and environmental concerns in their business 
operations and in their interaction with their stakeholders on a voluntary basis" 
(Commission for the European Communities 2001). Thus, there are three key 
ideas commonly linked with CSR and which are also present in the above 
definition. The first is the Triple Bottom Line or the division into economic, 
social and environmental responsibilities (see Elkington 1997). This 
categorization has been very influential in terms of how CSR is generally 
understood. The second is the concept of the stakeholder, which can be 
defined broadly as "any group or individual who can affect or is affected by 
the .achievement of the organization's objectives" (Freeman 1984). The 
concept of the stakeholder and the management of stakeholder relations have 
developed into a wide literature on stakeholder theory, which is a managerial 
concept of organizational strategy and ethics. The principal idea of stakeholder 
theory is that an organization's success is dependent on how well it manages 
the relationships with main stakeholders, such as employees, customers, 
suppliers, communities and others that affect or affected by the achievement of 
the organization's objectives (see Phillips, Freeman & Wicks 2003). The third 
key idea is the voluntary aspect of CSR, which has lead to a discussion on 
what should be regulated by law and what should be left voluntary - i.e. what 
is the optimal level of regulation. The voluntary aspect of CSR has usually led 
to it being defined as something which is above and beyond-the compliance of 
the law (see Carroll 1979). It should also be noted that CSR is understood 
differently depending on the country or region in question (see for example 
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Midttun, Gautesen & Gjelberg 2006). 
The business-NGO relationship can be viewed through the lenses of CSR 

by looking at these three key ideas. When considering the voluntary aspect of 
CSR, it is clear that Nongovernmental Organizations have an increasingly 
important rolein world polity (Boli & Thomas 1997). Doh and Teegen (2003) 
see that NGOs besides governments and corporations are the three key actors 
in the global economy. NGOs are growing in influence, internationalizing and 
becoming increasingly professional and more and more like corporations 
(Blood 2004). Estimates on the number of NGOs that exist vary depending on 
the definition of an NGO. Nevertheless, it is widely agreed that their number 
is on the rise (Spar & La Mure 2003). Voluntary standards, such as 
certification and eco-labeling are for companies alternatives to regulation and 
NGOs can see voluntary regulation as a step towards regulation. There has 
also been an increase in cross-sector cooperation and the creation of various 
international and national networks between the public, private and third 
sectors. 

In terms of the Triple Bottom Line aspect of CSR, corporate engagement 
has traditionally mostly taken place with environmental NGOs. Nevertheless, 
cooperation with social or development-oriented NGOs has also risen in terms 
of issues such as socially responsible purchasing. As stated previously, this 
paper includes Nongovernmental organizations dealing with social as well as 
environmental issues. 

When looking at the stakeholder aspect of CSR, the business-NGO 
relationship is commonly seen as adversarial (see Spar & La Mure 2003; 
Argenti 2004; Eden & Lenway 2001). Nevertheless, there can be benefits for 
both parties in engagement. Company motives can include legitimacy, 
reputation and brand factors, response to stakeholder pressure, risk 
management, investor relations, stakeholder pressure driving for partnerships 
and possible operational efficiency. On the other hand, NGO motives can be 
creating positive change, shifting towards regulation, increasing funding 
sources, obtaining credibility through working with large companies and 
mimicking larger NGOs. 

However, the literature on NGO-company engagement seems to be 
relatively scarce. The few papers on the topic have emphasized partnerships 
(Argenti 2004; MacDonald & Chrisp 2005; Wei-Skillern 2004) or forms 
gaining in popularity, such as employee volunteerism (de Gilder, Schuyt & 
Breedijk 2005). Kong, Salzmann, Steger and Ionescu-Somers (2002) provide 
cases and best practices in stakeholder management ofNGOs. Finally, Hendry 
(2005) has studied various stakeholders' including environmental NGOs' 
strategies for influencing corporations. 

The model used in _this paper to analyze Finnish corporations' NGO 
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engagement and its intensity is presented in figure 1. It was developed through 
the analysis of forest products' and energy companies' sustainability reports. 
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Figure I: Engagement intensity between corporations and NGOs in terms of 
engagement form categories (Kourula 2006) 
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The figure of the engagement form categories is in the form of an inversed 
pyramid, since it argues that a company's engages with NGOs through five 
categories: 1. no engagement, 2. sponsorship, 3. stakeholder consultation, 4. 
wider stakeholder dialogue, 5. dialogue and action. When moving up the 
pyramid from "no engagement" to "dialogue and action", the intensity of the 
engagement increases. Each of these five categories can include one or more 
different types of engagement forms, which are described in the below table 1 
(modified from Kourula 2006): 

j 
Table I: Engagement forms within engagement form categories 

s 
s 
t 

Engagement form category Engagement forms included 

1. No engagement No (reported) cooperation 
2. Sponsorship Financial support and/or marketing cooperation 
3. Stakeholder consultation NGO consulting company, cooperation in 

research, corporate employee volunteerism 
and/or training provided bv NGO to company 

4. Wider stakeholder dialogue Systematic forums of dialogue, certification 
i and/or eco-labeling 
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5. Dialo e and action 

The engagement intensity between a company and an NGO in the case of 
sponsorship can be considered to be low and focused on funding. The intensity 
of the engagement in stakeholder consultation and wider stakeholder dialogue 
can be seen as medium and as focused on dialogue. The difference between 
stakeholder consultation and wider stakeholder dialogue is that in the latter, 
the company listens to NGOs' opinions on company operations and involves 
them in the discussion of corporate objectives. In this paper, it is considered 
that the various eco-Iabels and certificates, which indicate overall 
environmental or social performance of a product or service, involve a 
dialogue with an NGO that can be considered systematic in nature. The 
"dialogue and action" category includes an element of dialogue between the 
actors as well as companies and NGOs working together towards a common 
goal through concrete results. This form of cooperation is high in intensity and 
strategic in nature. Although both sponsorship and dialogue can be practiced 
in a strategic fashion, overall in the "dialogue and action" category NGO 
engagement can be seen as much more strategically oriented. Additionally, it 
can be questioned, whether true partnerships exist between companies and 
NGOs. If they are defined broadly as including common goals, a long-term 
orientation and commonly contracts, as is the case in this paper, such 
partnerships can be identified. The categorizations of engagement forms are 
discussed further in the empirical part of the paper. The following chapter 
describes the methodological choices made in this study. 

6.3 Methodology 

Finland is an interesting institutional environment for the study, since it is an 
advanced welfare state, where the state has generally been seen as responsible 
for social welfare. Furthermore, studies on Finnish business-NGO cooperation 
are scarce. The 24 companies analyzed in this study were chosen through 
revelatory sampling. Corporations following the Global Reporting Initiative 
(GRI) sustainability reporting guidelines were seen as more likely to have 
deeper and more versatile engagement with NGOs and more likely to report 
on this engagement than the average company. Therefore, the study does not 
aim to provide an overview of the situation of all Finnish companies, although 
some generalization is possible. The 24 companies included are all Finnish 
companies following the GRI guidelines. Data was gathered -using the 
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companies' published sustainability reports for 2005 (or 2004) 6. 
It should be taken into consideration that the evaluated companies are from 

various industries ranging from construction to textile and telecommunications 
to food and beverage products and cross-industrial comparison is not aimed at. 
Furthermore, data gathering is limited to sustainability reports. Thus, an 
evaluated company can have deeper cooperation with NGOs than presented in 
this paper, but not report on it. Therefore, this cooperation is not included in 
this study. Finally, it should be noted, that corporate reporting on NGO 
engagement is likely to emphasize positive cooperative aspects instead of 
negative aspects, such as NGO criticism and pressure. 

6.4 Empirical findings and discussion 

Il 

1 

All the companies analyzed in this study mentioned NGOs as stakeholders in 
their sustainability reports. Three out of the 24 companies only mentioned 
them as stakeholders, but did not specify how they engaged these 
stakeholders. All in all, eight different forms of engagement were identified in 
the reports. They are described below: 

1. Sponsorship: a company provides financial support to an NGO, possibly 
including marketing cooperation (such as common advertising campaigns 
where both organizations' logos are seen together). An example of 
sponsorship would be Sampo's financial support to Save the Children Finland. 

2. Single issue consultation: an NGO is consulted on a specific issue, such 
as the environmental effect of a specific product. 

3. Research cooperation: a company and an NGO both provide resources 
for a research project. For example Finnish forest products companies have 
cooperated with environmental NGOs, such as WWF, in research projects. 

4. Employee training and/or volunteerism: NGO representatives are invited 
to train company employees on specific issues or company employees 
volunteer their time and work for an NGO project. For instance Nokia 
employees participate in numerous NGO projects. 

5. Certification or eco-labeling: An NGO certifies a company's product or 
service as meeting specific environmental and/or social performance 
measurement. An example of eco-labeling would be cooperation between 
Kesko and Fair Trade. 

6. Systematic dialogue: A company has systematic forms of communication 

... 
6 Only companies present in the Global Reporting Initiative (GRI) website's database 
(www.globalreporting.org) on 1.5.2006 were included in the analysis. The newest sustainability report 
available as of 1.5.2006 was analyzed in each case. 
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or forums for dialogue with NGOs and other stakeholders. An example would 
be Stora Enso's engagement with various environmental NGOs. 

7. Common programs: A company and an NGO cooperate in the form of a 
program with concrete actions and goals. An example of a common program 
would be WWF's Operation Mermaid including various companies. 

8. Strategic partnerships: a company and an NGO typically sign partnership 
agreements, agree on long-term common goals and cooperate in various ways 
(such as the above mentioned forms) and in different programs. UPM's and 
WWF's engagement can be considered to be a strategic partnership. 

The following table (table 2) indicates how the 24 Finnish companies 
analyzed engage with NGOs. 

Table 2: NGO engagement forms of Finnish companies 

Engagement form 
E 

-~ 
"' B eo 

C: C: !: .g ::, .; 
,s C: ö .i:, .9- .s > ~ .., 

<Il "3 ol) ::, .c 
<Il ~ C: 6 eo E ~ C: .., ·2 (.) 0 e "' 0 a. "' tij eo € (.) 0 ·.; --,_ 

'Ö 8 .9- "' 0 t, C: "' .c ::, (.) 

"' .s .$:! a. a. 
<Il <Il .c "' .; .; C: (.) ... -~ ~ >-. (.) 0 "@) ~ .., 

"' 0 t,=: E E "' Company C: 0:0 "' ö. "€ B E .; 0 C: <Il E <Il a. "' "' >-. 0 t, 
[/) üi lZ ~ u Cl) u [/) 

Ahlström X 

Aiko X X 

Elcoteo X X 

Finnforest X X 

Fortum X X 

Gustav Pauliz X X X X 

Helsinki Water X X 
Jyväskylä Energy X 

Kesko X X X X X X X 

Lindström X 

Metsähallitus X X X 

Metso X X 

M-Real X X 

Nokia X X X X X ... 
Proventia 

Sampo X 

Senate Properties, 
; 
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Stora Enso X X X X X X X 

Teollisuuden Voima 

UPM X X X X 

Valio X 

Vantaan Energia X 

YR Group X 

Wärtsilä X 

When observing these vanous engagement forms in the above table 2 and 
using the categorization of table 1, the forms can be divided in the following 
way: Sponsorship (including sponsorship), stakeholder consultation (including 
single issue consultation, research cooperation and employee 
training/volunteerism), wider stakeholder dialogue (including 
certification/eco-labeling and systematic dialogue) and dialogue and action 
(including common programs and partnership). The following table (table 3) 
presents Finnish corporations' NGO engagement using these categories. 

Table 3: NGO engagement form categories of Finnish companies 

Engagement 
"' intensity ;::l 

" bl) 

.s 0 .; !§ 'ö " ] .... _g 
"' ti " -0 

0 ö ., 
u ..c -0 

C. .... "' " :.ë: "' .,,. ., 
~ -0 E "' 0 ö "' s'o "' ..c .... 
" "' "' 0 
0 

.,,. -0 .; 
C. 

., j i5 Company ifJ en 
Kesko X X X X 

Nokia X X X X 

Stora Enso X X X X 

UPM X X X X 

M-Real X X X 

Elcoteq X X X 

Gustav Paulig X X X 

Finnforest X X X 

Fortum X X X 

Metsähallitus X X - 
Aiko X X 

Helsinki Water X X 

Metso X X 
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Jvväskv lä Energy X 

VR Grouo X 

Ahlström X 

Lindström X 

Samoo X 

Valio X 

Vantaan Energia X 

Wärtsilä X 

Proventia 

Senate Prooerties 

Teollisuuden Voima 

Firstly, the table indicates that the engagement form categories can be seen as 
stages - typically one form category precedes the other. Thus companies that 
consult NGOs typically also sponsor them, companies that have wider 
dialogue also consult them and corporations that have common programs and 
partnerships with NGOs, typically also have a wider dialogue with them. 
Nevertheless, since the study is not longitudinal, it is difficult to assess 
whether these stages follow each other in terms of time and whether these are 
the common steps to the development of deep engagement. Only 4 out of 24 
companies do not seem to follow these stages. These four companies do not 
discuss sponsorship in their reports, although they consult NGOs. 
Nevertheless, it is possible or even probable that these companies do sponsor 
NGOs to some extent although they do not report on it. 

Secondly, the above table seems to indicate that companies can be 
categorized based on their engagement and engagement intensity with NGOs. 
Three companies (12.5% of analyzed companies) do not report on engagement 
with NGOs, although they mention NGOs as stakeholders. 17 companies 
(about 71%) sponsor NGOs. Furthermore, 15 companies (62.5%) consult 
NGOs and 10 corporations (about 42%) have a wider dialogue with them. 
Finally, 5 companies (or about 21% of analyzed firms) can be included into 
the "dialogue and action" category. 

All in all, three companies have no (reported) engagement with NGOs; six 
corporations sponsor NGOs, but do not have dialogue or action with them; ten 
companies either consult or have wider dialogue with NGOs, but do not have 
common programs or partnerships; and five belong to the dialogue and action 
category. These results are presented in the following table as percentages of 
companies according to engagement intensities: 
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Table 4: Percentage of companies according to engagement intensities 

Engagement intensity % of companies (n = 24) 

Medium / dialogue 41.5% 
Low / funding 25% 
High / strategic 21% 
No engagement 12.5% 
Total 100% 

The following chapter summarizes the main findings of the paper and provides 
further research avenues. 
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In conclusion, large Finnish corporations engage with NGOs in various ways. 
The study identifies eight main forms of NGO engagement: sponsorship, 
single issue consultation, research cooperation, employee 
training/volunteerism, certification/eco-labeling, systematic dialogue, common 
programs and strategic partnerships. The paper distributes these engagement 
forms into five engagement form categories: 1. no engagement, 2. 
sponsorship, 3. stakeholder consultation, 4. wider stakeholder dialogue, 5. 
dialogue and action. Furthermore, these engagement form categories involve 
different engagement intensities: the engagement intensity of sponsorship is 
low and focused on funding; the intensity of stakeholder consultation and 
wider dialogue is medium and dialogue-focused; and the intensity of dialogue 
and action is high and includes a strategic orientation. 

Additionally, the study finds that the engagement form categories can be 
seen as stages, since companies that consult NGOs typically also sponsor 
them, firms that have wider stakeholder dialogue commonly also consult and 
sponsor NGOs, and corporations which have common programs of 
partnerships with NGOs, usually sponsor, consult and have wider dialogue 
with NGOs. 

The paper finds that companies can be categorized based on the general 
level of intensity of their engagement with NGOs: about 25% of the 
corporations analyzed have a low engagement intensity, which includes only 
funding, 41.5% are dialogue oriented (narrow or wide) and approximately 
21 % of companies' engagement can be described as intensive and strategic in 
nature. The rest do not engage with NGOs or do not describe this engagement. 
Thus in general, the companies seem to have a dialogue focus, while some 
havè developed a relationship, which also includes a component of concrete 
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action. All in all, NGOs seem to be an important stakeholder group for 
companies in their definition of their social responsibility. In reporting 
companies to a large extent emphasize cooperative elements of engagement 
instead of critical discussions and pressure. 

The study leads to many further research avenues. Firstly, there needs to be 
further analysis on the different engagement forms described in this paper and 
potentially new forms can be developed. A more precise categorization can 
also be developed and differences within the categories described in this paper 
should be examined. Secondly, it would also be interesting to observe how 
these different relationships are managed within the company or the NGO. A 
longitudinal analysis would also clarify how the relationship between a 
company and an NGO develops. Thirdly, the benefits that each of the parties 
receives or feels that they receive from engagement and their motivations are 
interesting aspects for analysis. Fourthly, the types of NGOs engaged should 
also be studied. Finally, cross-national, cross-regional and cross-industry 
comparisons need to be completed to better understand the context of 
business-NGO engagement. 
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