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While from an instrumental perspective stakeholder relations can promote sus-
tained competitive advantage, normative arguments underscore the importance of
morally informed principles, especially when relational strategies have uncertain
future outcomes and are prone to imitation. This study investigates how such
instrumental and normative views can be complementary based on the case study
of Natura, a cosmetics company procuring natural inputs from the Amazon rain-
forest via supplier relations that are open to multiple parties, including competitors.
The research shows that Natura developed and reinforced a morally informed
normative core specifying how the company and its managers should act. This
resulted in a long-term commitment to the open relational strategy, especially when
future outcomes were largely uncertain, which in turn promoted emergent instru-
mental gains via deepened relational attachments and substantive stakeholder
engagement. Importantly, the company’s controlling shareholders strongly influ-
enced the normative core, thus underscoring the importance of identifying key
shareholders and their values.
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M anagement scholars have long touted the impact of developing and nurturing
cooperative relations with stakeholders (Bacq & Aguilera, 2022; Barnett,
2007; Bridoux & Stoelhorst, 2022; Dorobantu, Henisz, & Nartey, 2017; Freeman &
Evan, 1990; Jones & Wicks, 1999; Kaul & Luo, 2018; Markman, Waldron,
Gianiodis, & Espina, 2019). From a strategic standpoint, allowing stakeholders to
benefit and even capture rents enables companies to develop bundles of unique
resources that competitors can hardly imitate (Barney, 2018; Mahoney, 2012;
McGahan, 2021). This argument echoes the instrumental view of stakeholder
management (Donaldson & Preston, 1995; Jones, Harrison, & Felps, 2018): close
cooperative relations emerge because they generate superior organizational out-
comes, which can be expressed as superior profitability and even firm-specific rents
that might not be easily replicated and competed away.

While acknowledging the relevance of such instrumental arguments, this study
draws from previous work emphasizing the role of normative (morally informed)
principles influencing how stakeholders effectively engage in performance-
enhancing organizational effort. In other words, this article departs from the per-
spective that the instrumental and normative views are deeply intertwined and can
jointly explain the adoption of stakeholder-oriented strategies (Freeman, 1994;
Jones & Wicks, 1999). For instance, Freeman, Dmytriyev, and Phillips (2021:
1761) point out that developing rent-creating stakeholder relations requires assump-
tions about how agents develop implicit contracts based on “social and moral
norms,” whereas Weitzner and Deutsch (2019: 695) submit that a normative empha-
sis supports the pursuit of broad stakeholder gains, which can be limited if compa-
nies try to avoid the imitation or replication of the proposed strategies. Some also
argue that clear normative guidelines can support a more authentic and committed
social orientation, especially in cases where stakeholder-oriented strategies do not
yield immediate gain and might even require financial sacrifice (Kaplan, 2020;
Rangan, 2018).

Yet, even though the literature has recognized the potential complementarity of
instrumental and normative arguments, there is relatively less work on how those
arguments can jointly explain organizational efforts to engage critical stakeholders.
This article examines this question by studying the case of open stakeholder strat-
egies, whereby companies engage and even sponsor stakeholders who are free
to transact with multiple actors, including competitors who might imitate those
strategies. Focusing on how firms engage suppliers as critical stakeholders
(Eskandarpour, Dejax, Miemczyk, & Péton, 2015; Markman & Krause, 2016;
Soundararajan, Brown, & Wicks, 2019), this article conducts an in-depth examina-
tion of Natura, a multinational cosmetics company that originated from Brazil.
Natura has developed an open web of relations with suppliers to procure natural
(“biodiversity”) inputs from the Amazon region, which are used in its products. The
company has provided suppliers with training, organizational support, and infra-
structure investments promoting sustainable practices. However, there is no exclu-
sivity agreement requiring them to transact only with Natura. Suppliers are free to
engage with other firms and even competitors that have flocked to the region to
procure similar inputs.
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Although previous work has assessed Natura’s stakeholder-oriented strategy
(Boehe, Pongeluppe, & Lazzarini, 2014; Gatignon & Capron, 2023; Lopez-Vega
& Lakemond, 2022; McGahan & Pongeluppe, 2023), the specific objective of this
research is to use the case of Natura and its open relational strategy as an opportunity
to understand how firms pursue long-term instrumental outcomes supported by a
solid normative (morally informed) orientation. In other words, this study explains
how instrumental and normative arguments can jointly explain open stakeholder
strategies. The combined instrumental and normative logic draws from Freeman’s
(1994: 413) concept of normative core: “the way that corporations should be
governed and the way that managers should act.” In the case of Natura, the normative
core—expressed as a set of philosophical beliefs and values advanced by its foun-
ders and percolating the whole organization—emphasizes that the company should
pursue broad and balanced stakeholder gains beyond economic returns (Harrison &
Wicks, 2013) and that managers should consider a wide set of stakeholders beyond
its set of close, recurring partners. In other words, the normative core has fostered a
more interconnected, systemic view of stakeholder relations (Crane, 2020).

Analyzing the case of Natura, this article proposes that the normative core was
critical at moments when the future outcomes of the relational strategy were highly
uncertain for the involved stakeholders (Packard, Clark, & Klein, 2017), thereby
supporting not only the creation of the open strategy but also its subsequent expan-
sion. Over time, as the relational strategy crystallized, Natura could reap long-term
instrumental gains via deepened relational attachments with suppliers—who con-
tinued interacting with Natura even if approached by other buyers—as well as a
substantive (as opposed to symbolic) stakeholder orientation differently from com-
petitors (e.g., Marquis & Qian, 2014; Nardi, 2022; Perez-Batres, Doh, Miller, &
Pisani, 2012). Such instrumental outcomes, in turn, helped validate and reinforce the
importance of the normative core as a key feature of the open strategy, thereby
allowing for the expansion of the strategy in other locations.

The study’s emphasis on the mutual interplay of instrumental and normative
arguments contributes to a broad debate on the foundations of stakeholder engage-
ment (Bacq & Aguilera, 2022; Dorobantu & Odziemkowska, 2017; Garcia-Castro &
Aguilera, 2015; Jones et al., 2018; Kaul & Luo, 2018; Mahoney, 2012; McGahan,
2021). In his resource-based theory of stakeholder relations, Barney (2018: 3321)
argues that it “takes less of a normative perspective, and much more of a positive
perspective” and is not based on “a moral standard against which to judge a firm’s
actions.” However, emphasizing a complementary view of instrumental and nor-
mative arguments (Freeman, 1994; Jones & Wicks, 1999), this study proposes
that instrumental outcomes require a normative commitment to stakeholders—
especially in the case of strategies that might be rife with financial trade-offs and
with uncertain outcomes in their initial stages. The presence of a strong normative
core, this study argues, is crucial when pursuing stakeholder relations is not per-
ceived to confer clear instrumental benefits; and the subsequent emergence of clear
instrumental outcomes helps reinforce the importance of the normative core. The
research’s focus on supplier relations also deepens the understanding of suppliers as
critical stakeholders and the broad benefits that their engagement can generate
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(Harrison & Wicks, 2013). It also connects with recent work discussing how
supplier engagement can increase supply chains’ resilience and societal impact
(e.g., Gualandris et al., 2024; Markman & Krause, 2016).

The analysis of Natura also indicates that shareholders can have a critical role in
fostering the normative core. Although stakeholder-based arguments have chal-
lenged the notion that organizations should unequivocally follow the interests of
shareholders (e.g., Stout, 2012), this work shows that shareholders’ influence may
be positive and even crucial when they have preferences aligned with the general
objective of promoting open relations and broad socio-environmental gains—
which, in the case of Natura, is also reinforced by its multiple stakeholder goals
and organizational choices (e.g., the company is a B Corp). In particular, this
research demonstrates the importance of understanding who holds critical corporate
control rights and how those actors might have preferences aligned with the general
objective of promoting open stakeholder relations generating broad systemic
societal gains.

THEORETICAL BACKGROUND

Strategic Stakeholder Relations as a Nexus of Externalities

After decades of research on how firm-level strategies explain heterogeneous eco-
nomic performance, scholars have been increasingly interested in how these strat-
egies affect multiple stakeholders—expressed as positive or negative externalities
that their operations generate to the environment, to the well-being of exchange
partners and society in general (Battilana & Lee, 2014; Durand, Hawn, & loannou,
2019; Luo & Kaul, 2019; Mahoney, McGahan, & Pitelis, 2009; Quelin, Kivleniece,
& Lazzarini, 2017). Dealing with environmental issues, for instance, usually
involves curbing negative externalities such as pollution or carbon emissions
(Bansal & DesJardine, 2014; Berry, Kaul, & Lee, 2021). Positive externalities, in
turn, can occur when private investments promote broad stakeholder gains and local
development, often transcending the activities of the focal firms (Lazzarini, 2020;
Mahoney & Qian, 2013; Santos, 2012).

Although governmental regulation and even public ownership are often invoked
as potential remedies to deal with externalities (Tirole, 2017), scholars such as Coase
(1960) and Ostrom (1990) forcefully argued that their presence is not a necessary
condition for public involvement. It all depends on the ability of private actors to
manage formal or informal arrangements that allow for an appropriation of the gains
or losses their activities can generate to multiple stakeholders. In other words,
managing multiple externalities can be a core element of a firm’s strategy (Cabral,
Mahoney, McGahan, & Potoski, 2019; Kaul & Luo, 2018; Porter & Kramer, 2011;
Vasudeva & Teegen, 201 1)—which corresponds to the strategic management of a
web of relationships with potential external impact on diverse stakeholders.

A critical question, therefore, is to examine ways in which firms can internalize
positive outcomes that accrue to myriad actors. The following section discusses
potential instrumental outcomes emanating from stakeholder relations, with a par-
ticular emphasis on suppliers as critical stakeholders (Harrison & Wicks, 2013) and

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

THE NORMATIVE CORE OF RELATIONAL STAKEHOLDER STRATEGIES 5

the mechanisms through which supplier relations can generate broad societal ben-
efits (Gualandris et al., 2024; Markman & Krause, 2016). The research focuses on
the interplay between the instrumental and normative views of stakeholder theory,
even though the subsequent analysis of empirical data is also consistent with what
Donaldson and Preston (1995: 66) refer to as descriptive stakeholder analysis, that is,
“a model describing what the corporation is.”

Instrumental Stakeholder Relations

The instrumental view proposes that “‘corporations practicing stakeholder manage-
ment will, other things being equal, be relatively successful in conventional perfor-
mance terms (profitability, stability, growth, etc.)” (Donaldson & Preston, 1995:
67). In this view, nurturing engaged and cooperative relations with stakeholders
allows companies to implement and sustain strategies that yield positive outcomes,
especially expressed as economic gains (Khan, Serafeim, & Yoon, 2016; Seo, Luo,
& Kaul, 2021; Zhang, Wang, & Zhou, 2020). Such economic gains come from
distinct channels but fundamentally involve long-lasting rents by creating
and tapping into unique stakeholder resources (Garcia-Castro & Aguilera, 2015;
McGahan, 2021; Odziemkowska & Dorobantu, 2021). Thus, Barney (2018) argues
that companies can create a competitive advantage and sustain economic rents by
promoting cospecialized resource development with key stakeholders. In turn,
stakeholders will be incentivized to invest in such cospecialized resources if they
can reap part of their associated rents. Given the cospecialized nature of these
investments, they should also protect the firm from imitation or replication.
Indeed, this type of cospecialized stakeholder engagement has long been dis-
cussed in the relational strategy literature. Scholars examining supplier relations
have emphasized that cospecialized, relationship-specific investments enhance
long-term cooperation benefits and create unique rents accruing to the exchange
partners (Dyer & Singh, 1998; Mesquita, Anand, & Brush, 2008). Similarly, Jones,
Harrison, and Felps (2018) argue that close relationships with key stakeholders can
limit opportunistic behavior, enhance cooperation, and generate instrumental out-
comes for firms engaged in stakeholder-oriented strategies. In their words, close
stakeholder relations involve “general, implicit, and open-ended commitments to
cooperate voluntarily and generously with partners in joint wealth creation efforts”
(2018: 375). Unique stakeholder relations, in turn, lead to gains that competitors
cannot easily replicate without the ability to develop such relational strategies
(Barney & Hanson, 1995). Therefore, with close, cospecialized relations, the focal
firm not only generates and internalizes the externalities that emanate from partners
and their unique resources but also creates barriers to replication and imitation.
Relational cooperation, however, may also emerge in situations where actors
remain permeable to new opportunities outside their close, recurring exchanges
(Burt, Opper, & Holm, 2022). Open relations involve a broad set of stakeholders
that may be relatively free to interact with alternative partners and whose external-
ities may reach well beyond the domain of the focal firm managing these relations.
Building on Ostrom’s (1990) conceptualization of polycentric governance,
Gatignon and Capron (2023) discuss how companies can forge open institutional
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infrastructures whereby parties self-enforce action standards and broadly share their
exchange gains. Open relations are also consistent with Crane’s (2020: 265) view of
interconnected stakeholders “within a system,” in which “the actions of a firm
toward one stakeholder can influence the perceptions of trustworthiness of other
stakeholders.”

Therefore, open relational strategies might promote instrumental outcomes for the
transacting parties and generate externalities to other actors in similar exchange
contexts. This creates potential financial trade-offs for the companies implementing
such open relations. They will have to deploy or develop costly resources that are
broadly shared and may not necessarily lead to higher appropriated rents. If the future
value of those exchanges is uncertain (Elfenbein & Zenger, 2013), it will be difficult
to estimate and even identify future instrumental outcomes. In addition, open rela-
tional strategies may become prone to imitation and replication. For instance, a focal
company may be less incentivized to invest in supplier training if partners may
eventually work with competitors and share part of their knowledge (Dyer & Hatch,
2006). In other words, investing in open relations might not lead to sustained
competitive advantage if the focal firm may not sufficiently capture the gains those
investments generate (Teodorovicz, Lazzarini, Cabral, & McGahan, 2024).

A possibility to circumvent this dilemma of open relations is to consider that, over
time, parties may progressively develop recurring exchanges due to evolving
routines and transaction-specific learning. In other words, open relations may
become increasingly close and even restricted to a few buyer-supplier exchange
circles (Uzzi, 1997). This mechanism echoes Williamson’s (1985) argument that
exchanges tend to develop cospecialized assets and processes in the long run,
thereby restricting the exchange to a few players. In other words, developing open
relations can also be consistent with an instrumental emphasis on capturing rents
from ongoing exchanges as long as those exchanges progressively become more or
less exclusive ties.

Normative Stakeholder Relations

Beyond the instrumental outcomes that close relations can generate, companies
might also generate externalities to a broader set of stakeholders based on principles
of stakeholder engagement. The normative strand of stakeholder management the-
ory tries to identify the moral underpinnings of stakeholder-oriented strategies
(Donaldson & Preston, 1995; Evan & Freeman, 1993). In this view, nurturing
positive stakeholder relations may emerge even when financial trade-offs are
involved or when the appropriation of economic gains is uncertain (Kaplan, 2020;
Rangan, 2018; Singer, 2018). A normative emphasis on partner development and
inclusion may support open relations. For instance, the “fair trade” movement has
argued for a more equitable distribution of economic gains and exchange opportu-
nities, especially when vulnerable suppliers are involved (Renard, 2003). Some have
also proposed that sustainable supply arrangements require prioritizing the environ-
ment and society above economic returns (Markman & Krause, 2016).

Freeman (1994), in particular, argued that stakeholder-centered theories have a
normative core specifying guidelines for corporate and managerial action. In his
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view, the normative core defines how firms should be governed and how managers
are supposed to act. As such, the core is expected to vary across firms based on their
“business and moral terms” (Freeman, 1994: 414). Notably, instead of treating
instrumental and normative arguments as separated, Jones and Wicks (1999) argued
that distinct normative cores could also support instrumental relational strategies; for
instance, firms capitalizing on their unique relational strategy to generate positive
firm-level outcomes can follow the normative orientation that “relationships char-
acterized by mutual trust and cooperation are morally desirable” (Jones & Wicks,
1999: 218). This could support a normative core where firms are expected to develop
relationships based on mutual trust, and managers are supposed to nurture such trust-
based cooperative relations. In other words, as Freeman et al. (2021: 1761) empha-
size, social and moral norms bolster implicit contracts with stakeholders, thus
suggesting that instrumental theories on how firms exchange with and access
valuable stakeholder resources (such as Barney, 2018) “must adopt normative
theorizing” (emphasis in the original).

Even though previous work in stakeholder theory has underscored the role of
reciprocity norms and trust in ongoing exchanges (Bosse, Phillips, & Harrison,
2009; Bridoux & Stoelhorst, 2022; Bundy, Vogel, & Zachary, 2018; Jones,
1995), normative considerations become particularly relevant in the context of open
relations with a broad set of partners, which might benefit from the externalities that
the focal firm generates without any expectation of reciprocal action. Even if open
strategies became progressively close over time, developing open relations requires
organizational commitment because their instrumental outcomes will take time to be
realized, and they generate a host of external gains, including to actual or potential
competitors. Furthermore, different from the relational norms that might support
close relations, some firms may want to generate broad benefits beyond their set of
close, recurring partners and might even stimulate other firms to pursue similar
actions (Weitzner & Deutsch, 2019). Therefore, a normative core emphasizing the
pursuit of broad stakeholder gains (beyond the set of recurring actors supported by
reciprocity norms) can be a way in which firms develop and nurture open stake-
holder relations.

Where does the normative core come from? Scholars have increasingly relaxed
the assumption that firms care solely about the generation of economic rents and
consider how distinct business objectives may affect the development of
stakeholder-oriented strategies (Barnett, 2007; Battilana, Obloj, Pache, & Sengul,
2022; Nicholls, 2009). Those objectives can be gradually developed by managers
and relevant stakeholders but ultimately depend on the preferences of those who
hold critical decision rights (Foss & Klein, 2018; Hansmann, 1996). In for-profit
corporations, shareholders have decision rights and might delegate those rights to
professional representatives, such as independent board members (Fama & Jensen,
1983). Although stakeholder-based arguments challenged the emphasis on strate-
gies conceived with the sole purpose of increasing shareholder wealth (Stout, 2012),
recent work has considered the possibility that shareholders themselves might
have pro-social preferences and value actions that generate societal externalities
(Hart & Zingales, 2017; Mackey, Mackey, & Barney, 2007). Similarly, Morgan
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and Tumlinson (2019) examined theoretical channels through which shareholders
incentivize the provision of public goods. However, scant work has been done on how
those actors define moral guidelines and stimulate internal or external organizational
members to pursue broad externalities.

In the subsequent empirical analysis, this research uses fine-grained information
from the longitudinal, in-depth case study of Natura to examine potential mecha-
nisms through which companies might commit to open relational strategies based on
the interplay of instrumental and normative arguments outlined above.

METHOD AND DATA COLLECTION

Methods

The research team employs an in-depth case study methodology and intentionally
chooses an extreme case—warranted when research seeks to challenge existing
world views and inductively unearth new ideas or theoretical relationships
(Siggelkow, 2007). In line with the primary goal of this paper, which is to theorize
on how normative guidelines support instrumental outcomes, the research team
primarily uses an extreme case to “build and compare explanations” (Yin, 1981:
61). Accordingly, using the focal case, the study starts by describing how open
relational strategies work and then goes on to assess potential mechanisms under-
pinning the company’s open relational model since its inception. In fact, single cases
are particularly useful for analyzing phenomena spanning an extended period
(Langley, 1999; Pratt, 2000); in this case, interviews extend over eleven years, with
relevant facts spanning 20—40 years.! Eisenhardt, Graebner, and Sonenshein (2016:
1118) argued that extreme cases are appropriate to address challenging themes
because “they can also facilitate the novel insights that grand challenges require”
and because “extremeness makes their insights more transparent.” Therefore, due to
the possibility of studying the phenomenon of open relations in a longitudinal setting
and the explanatory purpose of this study, the extreme case analysis is employed in
two complementary ways: description and explanation.

The chosen case, Natura, fits these criteria well. The company has a strong and
historical emphasis on sustainable strategies. Natura Co., the largest Latin American
cosmetics manufacturer with net revenue of over US$5.36 billion in 2023, has
repeatedly been awarded distinctions and been ranked as one of the ten most
innovative companies in the world by Forbes in 2013, “the World’s largest B
Corp”—that is, a company that combines profitability and socio-environmental
objectives (Marquis, 2020)—the United Nations’ “Champion of the Earth”
in 2015 “for unparalleled commitment to trailblazing sustainable business

"We used snowball sampling in which informants refer to others sequentially. We made sure to use
different data sources and also search independently for specific informants, who helped us to triangulate and
validate several key aspects. Moreover, interviews lasted on average for forty-five minutes, with some
interviews lasting for more than an hour and a half and others being only fifteen minutes. Despite having
group sessions, we made sure to also interview participants individually so that we could hear their
perspectives in isolation from the broader group.
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Figure 1: Geographical Distribution of Natura’s Suppliers

models,” and part of the top fifteen most sustainable corporations in the world by
Corporate Knights in 2019.?

Importantly, previous evidence indicates that Natura has managed a complex
array of stakeholders. The company has established nonexclusive vertical relations
with suppliers in the Amazon region who are themselves horizontally connected via
supplier cooperatives and associations—thus characterizing what Lazzarini, Chad-
dad, and Cook (2001) referred to as a netchain (a complex mix of vertical and
horizontal ties in procurement relations). In this context, Natura promoted several
investments in training and infrastructure that can, in principle, benefit other players
and even competitors. Initially established in the city of Benevides, State of Par4, the
company progressively pursued new supplier communities in the rainforest area. By
2019, Natura’s supplier relations covered around sixty-nine counties, fifty-six of
which are in the Brazilian Amazon region (Figure 1).

These suppliers are usually indigenous Amazonian communities living on the
shores of Amazonian rivers and organized in cooperatives or producer associations.
During the study period, Natura had ongoing contracts with thirty-eight different
cooperatives and associations, thirty-three of which were based in the Amazon
region, and nineteen of them had processing plants in their location. On average,
each association had 140 member families, with an average of four individuals per
family unit. Among the inputs produced, Natura sourced fourteen different Ama-
zonian fruits, berries, nuts, and seeds. Some of these inputs come from large-sized
Amazonian trees which contribute to forest preservation (e.g., ucuuba, castanha
or Brazil nut, andiroba). In contrast, others come from medium-sized trees

ZSee https://www.forbes.com/companies/natura-cosmeticos/#315b53db7e66; https://consciouscompa
nymedia.com/sustainable-business/how-natura-became-the-worlds-largest-b-corp-and-how-its-helping/;
https://www.unenvironment.org/championsofearth/laureates/20 1 5/natura-brasil; and https://www.corporate
knights.com/reports/2019-global-100/2019-global-100-results-15481153/ (accessed on January 5, 2010).
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(e.g., cocoa and cupuacu) as well as palm trees (e.g., acaf, murumuru, and babagu),
all of which contribute to forest regeneration. Many of these Amazonian products do
not have regular established markets; as the study explains in the next section,
Natura, the local communities, nonprofit organizations, and civil society organiza-
tions jointly act to cocreate and structure the entire supply-chain for these products.

Data Collection

The empirical investigation unfolded over three phases in eleven years (Table 1) and
used three main data collection strategies: open-ended interviews, overt participant
observation, and archival data. The research team used several triangulation strat-
egies to mitigate potential biases (e.g., holistic fallacy) and to validate the conclu-
sions emerging from the analyses. The authors collected primary and secondary data
at different moments in time, at various hierarchical levels, on a wide range of
stakeholders (Pratt, 2000). Distinct primary data collection methods were also used,
as described later. Researcher triangulation occurred naturally as three authors
visited the research sites independently and at different times over the eleven years.
The authors shared, compared, and extensively discussed their observations, inter-
pretations, and notes until divergent interpretations were clarified.

In addition, the research team compared and contrasted information to uncover
conflicting meanings and alternative explanations for Natura’s open relational
model; for instance, the team sought to understand why some supplier
cooperatives sold their harvest to competitors while others did not, despite iden-
tical coordination mechanisms. The authors shared transcripts and case study
write-ups with informants and incorporated their feedback at several stages over
the whole period of the project. Finally, the researchers designated one team
member to question the results and review the case independently. This approach
helped scrutinize the extent to which the findings hold in different contexts (Pratt,
Kaplan, & Whittington, 2019). Altogether, the study counts on information from
sixty individuals, ranging from suppliers and supply chain managers to C-level
executives and shareholders.?

Phases

The initial phase of inductive inquiry, 2011-2013, unearthed the above-mentioned
open feature of Natura’s relational strategy and culminated in a preliminary write-up
to register the initial data. Guided by theoretical frameworks such as the bottom-of-
the-pyramid, resource-based view, and the netchain literature, the authors inferred
explanations for this open relational strategy from interview data. In the second
phase, 2014-2017, the research team sought to expand the findings, explore possible
alternative interpretations that were not given initially, and validate the findings
from the first phase and up to a saturation point (Kaplan & Orlikowski, 2013). The
final phase, 2018-2021, adopted a predominantly abductive posture, expanded data
collection, and sought to understand how and why Natura has committed to its open

3 The number of informants reported in Table 1 is higher than sixty because in some cases we interviewed
the same individual in multiple rounds over time.
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Table 1: Phases of Data Collection and Analysis
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Phase I Phase II Phase 11T

Period 2011-2013 2014-2017 2018-2021

Epistemological ~ Inductive Inductive Abductive
posture

Aims Unveil new insights. Iterate with theories and Examine reasonable

suggest possible alternative
interpretations of the explanations for the
phenomena. open relational model.

Results Open mix of vertical and Unveil alternative Support for alternative

horizontal ties. explanations and explanation related to
interpretations to be the importance of the
further explored. normative core to
explain the open
relational model.

Scope of the Headquarters, supplier Analysis and review of all ~ Board of directors,
activities communities, and the the materials and supplier communities,

team involved in supplier coding. Ethnography Natura managers,
relations. Ethnography ‘participant-as- competitors.
‘observer-as-participant’ observer’ with
of the roundtable biodiversity supply-
negotiations with chain teams from both
Amazon suppliers. the Amazon region and

headquarters. Interviews

to clarify specific

questions.

Methodological What are the key attributes ~ Recurrent analysis of past To what extent do the
procedures / of Natura’s buyer- interviews, pictures, relationships between
Interview supplier relations in the secondary data, and Natura and its Amazon
topics and Amazon? Examined official reports. supplier communities
questions topics included Validation of theoretical generate relational

management constructs and the rents?
involvement, discovery of new To what extent has
development of open interpretations for the Natura committed to
relationships, cocreation phenomena of interest. open relationships in
f)f markets, stakeholder Finally, setting the ground the long term? .
}n\‘lolvem.ent,‘ forAmal and for the last phase. Why hgs Natura relied
informal institutional on relational norms of
obstacles, and interaction regarding its
facilitators. supplier communities?
What are the
determinants of Natura’s
commitment to open
relations? Is there
evidence indicating that
Natura was guided by
instrumental or moral
norms?
Informants #1 Board of Directors’ #2 Amazon supply #3 Cofounders and

(# number of
informants
accessed
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and manager

#20 Supply-chain man-
agers

controlling
shareholders
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directors
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Table 1: continued

Phase 1 Phase 11 Phase III
and informants’ #1 Global procurement In total, 22 informants #1 Research and product
position) director were interviewed. development director
#1 Biodiversity communi- #2 Amazon supply relations
ties” relation manager coordinator and manager
#1 Benevides industrial #5 Amazon biodiversity
plant director suppliers
#2 Amazon supply relations #3 Managers working for
coordinator and manager Natura’s competitors
#15 Amazon biodiversity #1 Vice president sustain-
suppliers ability and institutional
#1 Biodiversity supplier affairs
plant manager #1 Local NGO president
#1 International NGO col- In total, 17 informants were
laborator interviewed.

#3 Local NGO collabora-
tors

#1 Brazilian cooperative
organization coordinator

In total, 28 informants were
interviewed.

relations and search for the best-educated explanation for the emergence of these
open relationships. This longitudinal design also resulted from three idiosyncrasies
of the study’s object: (i) the time it takes to develop supplier communities essentially
“from scratch” in regions without supporting infrastructure and of difficult access;
(ii) the seasonality of biodiversity supplies and the three-year terms of Natura’s
supply agreements; and (iii) the lengthy period required to reliably verify to what
extent supply chains are in fact open. Drawing from the relevant literature and cues
that emerged during interviews, the researchers sought to explain Natura’s open
relations and, even more importantly, its determinants. Thus, the scope of questions
evolved from an emphasis on the mechanisms of how the open relational model
operates to why Natura has committed to this model for a long time.

Open-ended Interviews

The authors conducted open-ended interviews (in Portuguese) with informants from
Natura and representatives of its supply chain. These included Natura’s suppliers in
the Amazon region, representatives of supplier cooperatives, local and international
nongovernmental organizations (NGOs), Natura’s supply-chain managers both in
the Amazon region (Pard State) and at Natura’s headquarters (Sao Paulo State),
Natura’s competitors, C-level executives, Natura’s board members, and its
cofounders/controlling shareholders. The study’s initial interview guide included
questions derived from a literature review on businesses targeting low-income
segments (e.g., London & Hart, 2004; Prahalad, 2004), cooperative buyer-supplier
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relationships, and stakeholder involvement, among other aspects. As the investiga-
tion shifted from how the model operates to why Natura implemented it, some
questions were either dropped or added over time.

Overt Participant Observation

The research team conducted overt participant observations (Pratt & Kim, 2012) in
two moments, first in phase I and second in phase II. In the first case, the authors
conducted an “observer-as-participant” overt observation (Pratt & Kim, 2012) aim-
ing at an in-depth understanding of the perspective of key informants (the supplier
communities) at the supply negotiation roundtables. Natura managers collectively
organize these roundtables with Amazon supplier communities, cooperatives, and
other relevant stakeholders such as local and international NGOs—on this particular
occasion, representatives from the OCB (Brazilian Cooperatives Organization) and
the GIZ (German Corporation for International Cooperation) were present. These
roundtables occurred yearly, following the production cycle of Amazonian natural
inputs. One research team member participated as an observer in a three-day nego-
tiation roundtable at Altamira (Pard State) from January 30 to February 1, 2013.
Audio recordings, photos, and notes were taken during the entire event. The obser-
vations allowed us to understand how the negotiation process happened in reality
and thus enabled a more authentic explanation of Natura’s strategy.

In the second phase, the research team conducted a “participant-as-observer”
overt observation (Pratt & Kim, 2012) with twenty Natura’s supply-chain managers
at Natura’s headquarters on April 3, 2014. On this occasion, two researchers per-
formed a dynamic exercise with supply-chain managers assigning different “roles
for them to play” in the supply chain. The researchers assigned subgroups of
managers to the following roles: an Amazon supplier community, a local NGO, a
government agency, Natura supply-chain managers, and Natura’s clients. Through
this exercise, the research team elicited meaning and sensemaking (Pratt, 2009)
regarding Natura’s open approach. For example, during the exercise, some man-
agers described the benefits of sharing part of the value with the supplier commu-
nities to generate value for final consumers of Natura’s cosmetics products. As in the
previous phase, this process also contributed to gaining trust and facilitated open-
ended follow-up interviews.

Archival Data

The authors analyzed two main sets of archival information, one private to Natura
and another from publicly available sources. The Natura archives consist of internal
presentations, video recordings, qualitative and quantitative data documents, supply
agreements from different years, and photos. These materials helped to understand
the backbone of the relational model. For example, the supply agreements between
Natura and suppliers described prices, volumes, quality standards, and duration;
however, they did not include any exclusivity clauses, indicating the open character
of Natura’s relations. The research team further triangulated other primary and
secondary information sources with publicly available archives, such as government
legislations, government authorizations to bioprospection, Natura’s annual and
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sustainability reports, as well as newspaper or business magazine articles from
several countries (e.g., Brazil, France, Germany, and the USA).

Analysis

Because the traditional instrumental explanations were not sufficient to explain
Natura’s open strategy, in phase III, the study followed recommendations made
by Miles and Huberman (1994) and derived relevant analytical categories from
previously discussed conceptual frameworks, to which the research team added
new codes that emerged from interviews conducted in phases I and II. These
analytical categories informed the study’s interview guide, which thus included
questions on externalities, relational strategies, stakeholders, and the intertwined
instrumental and normative arguments.

Two members of the research team independently coded all interview transcripts
using NVivo to analyze the collected information. The authors discussed the con-
sistency of the coding at different stages of the analysis. The team revised the coding
and interview guides before and after the interviews. The researchers created memos
with thoughts, associations, and preliminary propositions that emerged during the
coding process. After the initial coding, the team sought to identify relationships
among codes and aggregated them into higher-level concepts and categories
(Saldafia, 2009). To the initial list of codes, the authors added in vivo codes for
repeatedly used expressions or phrases mentioned by the interviewees and added
new codes for relevant events or practices not contemplated in the study’s original
framework. This approach thus allowed the research team to account for unantici-
pated, emerging theoretical mechanisms leading to an evolving interpretation of
how the open model operates and why it exists.

To assess alternative explanations for Natura’s adoption of the open relational
model, the authors employed the alternate templates strategy (Bitektine, 2008;
Langley, 1999), a falsification technique that goes back to Allison’s seminal work
on the Cuban missile crisis (Allison & Zelikow, 1971). Two alternative interpreta-
tions emerged from the data and crystallized into coherent theoretical mechanisms as
the team contrasted data with the extant literature. Below, the study describes the
main findings in detail, briefly explaining the key features of Natura’s open rela-
tional model. Next, the document examines potential instrumental explanations of
how the model evolved. Finally, the study describes how Natura’s normative core
was crucial for creating and implementing the open relational strategy model and its
emergent instrumental outcomes.

NATURA’S OPEN RELATIONAL MODEL: STRUCTURE

Before explaining the instrumental and normative arguments supporting Natura’s
relational model, the study briefly reports baseline findings describing the main
structure of open stakeholder relations. The research draws from interview data as
well as previous work on Natura’s strategy (Boehe et al., 2014; Gatignon &
Capron, 2023; Lopez-Vega & Lakemond, 2022; Nasalay, Pongeluppe, & Light,
2015). The open relational strategy employed by Natura is part of what Gatignon
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and Capron (2023) refer to as an open institutional structure, even though the
analysis is more specialized at the level of supply networks and procurement
(buyer-supplier) relations and, as discussed before, seeks to investigate the com-
plementarity of instrumental and normative arguments explaining the open rela-
tional strategy. The open procurement strategy’s key explanatory attributes come
from the interviewers’ coding. The study unearthed four distinctive design features
of Natura’s open relational strategy, which are described below.

Balanced Performance Objectives

The first essential characteristic of Natura’s open relational strategy is that it is
consistent with a broader mission to generate socio-environmental gains beyond
profits. Reflecting this orientation, the company is certified as a B Corp (Marquis,
2020) and has pursued a multiplex, “quadruple bottom line” approach emphasizing
environmental, social, human, and economic performance dimensions in its inter-
actions with the suppliers of biodiversity products. In addition, as illustrated in
Figure 1, the impact of Natura’s strategy was not only circumscribed to a few
developed communities but also involved a progressive increase of its reach in
multiple areas.

Nonexclusive Engagement with Suppliers

The company proactively searches for suppliers in the Amazon rainforest region to
foster this expansion. It supports suppliers with training modules, organizational
support, investments in input processing plants, and storage facilities. Natura also
provides suppliers with technical guidance on extracting biodiversity products
sustainably via forest management practices. The company educates suppliers on
the risks of an excessive exploration of biodiversity inputs. It demonstrates the extra
income they can generate using the forest as a long-term resource. These actions are
often supported by local, horizontal ties between suppliers (via cooperatives and
associations) in a vertical supply chain. Investments are generally implemented as
unconditional donations—for example, a supplier cooperative can receive support
to build a processing plant without obligation to reimburse Natura. Importantly,
even though a formal contract specifies some target quantities to be purchased by
Natura, the contract does not include exclusivity clauses, and there is no explicit
penalty if suppliers fail to sell the specified output. Moreover, the contracts formally
establish the commitment to the ethical use of biodiversity inputs in tandem with
transparent and fair relationships with the supplier communities.* The supply infra-
structure built and maintained by Natura is open for competitors and buyers from
other industries to purchase the same biodiversity inputs. As explained in more
detail below, Natura even incentivizes the entry of potential competitors or com-
munities selling to competitors.

*We traced a set of contracts between Natura and a specific supplier (kept anonymized for confidentiality
reasons) to check the consistency of the legal documents over time (contracts signed in 2011, 2020, and
2022). Despite modifications aiming to further detail the environmental responsibilities of both parties, the
contracts were kept open, i.e., without penalties and exclusivity clauses.
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Legitimacy Building

Historically, the Amazon region has been a source of conflict and extractive
practices. Preserving the forest was traditionally seen as a hurdle to economic
progress, and a range of natural resources from the Amazon have been exploited
and depleted, often via illegal business activity (Alston, Libecap, & Mueller,
2000). Therefore, to increase the legitimacy of its operations and foster relational
supply strategies, Natura nurtured plural partnerships with social movement orga-
nizations which are active stakeholders in the region (King & Pearce, 2010;
Marquis & Battilana, 2009), some of which, paradoxically, expressed conflicting
views on whether for-profit business activities should be developed in the Ama-
zon. Thus, Natura partnered with FASE,> a Marxist-oriented NGO, to contact
potential communities in the region. It even hired former FASE employees to work
on its supply operations. Similarly, Natura partnered with Chico Mendes
Memorial,® an NGO founded in honor of the homonymous environmentalist
and rubber tapper murdered by large-scale ranchers’ sicarios. Natura also develops
horizontal relations with industry peers, via activities that seek to set common and
collective industry standards. These standards are primarily self-regulated via
standard-setting groups (such as the Union for Ethical BioTrade [UEBT]’) and
pursued even beyond what is dictated by local government laws. Although the
commercial access to biodiversity products was regulated by an executive order
issued in 2001, the final legislation was only approved in 2015. Natura has acted
proactively, advocating the importance of improved sustainability practices and
promoting their implementation in the Amazon region.

Market-spanning Rent Creation and Sharing

Natura uses rents generated in final customer markets to support cooperative strat-
egies in downstream supply markets. Recurring interactions with supplier associa-
tions and cooperatives promote supply market cocreation for previously unknown
inputs for which no organized market exists. These efforts, in turn, support the
development of differentiated cosmetic products for which final customers are
willing to pay a price premium. Consequently, rents stemming from differentiated
products in high-end customer markets help compensate for Natura’s investments in
the supplier communities and are partially shared with its Amazonian suppliers.
Even though this rent-sharing mechanism became a legal requirement with the
promulgation of biodiversity legislation in 2015, as mentioned before, Natura had
already fully implemented the model since the early 2000s, and some have even
argued that Natura’s benefit-sharing program inspired the new legislation.

The next step is to explain how their strategy derives from the interplay of
instrumental and normative arguments emerging from the case analysis.

SFASE website: https://tase.org.br/en/ (accessed on August 10, 2021).

SChico Mendes Memorial website: http://www.memorialchicomendes.org/who-are-we/?lang=en
(accessed on August 10, 2021).

7UEBT website: https://www.ethicalbiotrade.org/ (accessed on July 7, 2020).
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INSTRUMENTAL ARGUMENTS FOR NATURA’S OPEN RELATIONAL
MODEL: KEY FINDINGS

In this section, the study describes key findings suggesting instrumental explana-
tions for Natura’s open relational strategy. The coding and data analysis revealed
fundamental instrumental mechanisms, partly derived from the desire to create a
unique value proposition based on differentiated products with an environmentally
friendly image. Although Natura initially focused on the Brazilian domestic market,
its strategy seems to have anticipated fair trade and sustainability principles, which
became progressively relevant in discussions on the role and impact of multinational
corporations (London & Hart, 2004). Accordingly, in the late 2010s, the company
engaged in a more aggressive global expansion by acquiring Aesop, The Body Shop,
and Avon. Therefore, if one applies standard value creation and appropriation logic
(Brandenburger & Stuart, 1996), instrumental outcomes emanating from Natura’s
strategy can be described as tapping customers with a greater willingness to pay for
sustainability-linked products, using its distinct operations in the Amazon rainforest
as an attribute of differentiation. As put by a controlling shareholder:

We dreamed of the long term and noticed that what differentiates us was having an
Amazon brand, having legitimacy, having a rootedness, being transparent; this was our
passport to internationalize. I remember that even then, we used to say: “our best public
relations person will be a journalist from the Financial Times, from the New York Times,
to visit the communities regardless of our monitoring and follow-up, and they say what
they think” (anonymized, cofounder and shareholder, personal communication).

In other words, by being a first mover in its effort to develop its unique sourcing
operations and differentiated products, Natura could leverage its operations not only
in the domestic but also in the global market. Natura’s willingness to invest in
supplier communities and share rents with suppliers (discussed in the previous
section) is also consistent with the argument that unique stakeholder engagement
increases when stakeholders can appropriate part of the residual economic value
generated in the transaction (e.g., Barney, 2018). Yet the open nature of Natura’s
strategy implies that stakeholders are, a priori, free to interact with several other
partners, including competitors. Over time, entrants could possibly replicate Nat-
ura’s differentiated products or compete for similar supplier inputs, reducing the
firm’s ability to sustain distinct economic rents.

However, the nature of an ongoing exchange is expected to evolve and change
over time. Even though Natura’s relations are, in principle, open, they are subject to
social complexity and path-dependent processes, all of which create imperfect or
costly imitability by competitors (Barney, 1991). As Natura developed continuous
interactions with suppliers, the company may have created idiosyncratic knowledge,
personal trust, and customized routines, leading to a transaction-specific relational
capital (Dyer & Singh, 1998; McEvily, Perrone, & Zaheer, 2003; Mesquita et al.,
2008), unavailable to other firms interested in procuring biodiversity products.
Given the presence of pressure groups advocating supplier independence and fair-
trade principles (such as FASE and Chico Mendes Memorial, discussed before), a
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new entrant would need to engage in successive and time-consuming interactions to
demonstrate its intentions and commitment to supplier development. And because of
Natura’s willingness to share rents (in the form of higher prices and community-level
investments), suppliers and their cooperatives seemed to prefer interacting with the
company Vvis-a-vis other competitors:

We always work together with Natura, you know, for the longest time, that is our closest
partner ..., but we also sell a little bit to other firms ... but the preference until today is still
Natura because Natura’s demand is highest, you know, and the price is also better than those
of other firms (anonymized, Amazon Biodiversity Supplier, personal communication).

However, suppliers’ preference for Natura as a buyer is not solely related to the
volumes and prices paid. According to the president of an Amazonian grassroots
NGO, when asked about his perception of Natura as a buyer:

Natura is different; they were always together, negotiating with the community, saying
that this product was for them. Natura was always there for them, so we knew who the
recipient was. ... there are several other [companies] that we don’t know about. Here, in
the case of Jurud, we had a case of Coca-Cola, which launched a product using Acai and
ended up purchasing products not directly. At no point did Coca-Cola discuss commer-
cial conditions with the community. This is very bad, you understand? (anonymized,
president of an Amazonian grassroots NGO, personal communication).

In other words, suppliers’ attachment to Natura, although influenced by the com-
pany’s willingness to share rents, also seems to derive from a distinct relational
approach of the company fostering dialogue and personal interaction. This approach
has apparently increased suppliers’ willingness to continue interacting with Natura
despite other options. Therefore, nonexclusive relations can become progressively
recurring and cospecialized over time, thus creating entry barriers and allowing the
company to appropriate rents differently from competitors that may fail to access
similar resources. Even in the absence of a formal (exclusive) contract, this has led to
a continuing implicit contract with suppliers (Freeman et al., 2021).

Although this is essentially an instrumental outcome, four critical issues require
additional explanation. First, suppose there are potential long-term gains from
establishing open procurement relations. In that case, other firms should also be
expected to start similar open strategies and then harness future instrumental gains
when exchanges become cospecialized. However, the examination of the presence
of corporations in the Amazon revealed that this does not seem to be the case. As
seen in the following quotes, companies apparently prefer to buy biodiversity
inputs indirectly (via third parties) instead of pursuing direct, personal, relational
engagement:

There are companies such as Beraca [a Brazilian company commercializing natural
ingredients] that sold to L’Oréal, L’Occitane, and other large cosmetics manufacturers
around the world. But it’s known that these companies do not go directly to the Amazon to
buy inputs, but rather prefer to deal with local intermediaries for supplies (anonymized,
Biodiversity Communities’ Relation Manager, personal communication).
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I don’t know any other firm that establishes this kind of relationship at such a high level,
you know? This is such a basic thing, but it is very ... very difficult to happen, you know?
(anonymized, Amazonian NGO President, personal communication).

Second, interviews indicate that barriers to entry may have been reduced
over time. More recently, the importance of pressure groups has diminished with
the progressive development and dissemination of sustainable practices in the
region. For instance, FASE has expanded into other Brazilian states and has
diversified its activities to other themes, such as urban inequality and gender
disparity. That is, even though Natura’s relations with its ongoing suppliers may
have become more cospecialized over time, this does not seem to have prevented
other companies from progressively acquiring differentiated inputs from the
Amazon rainforest without having to incur substantial supplier development
costs. For instance, Beraca Ingredientes Naturais S.A.,® a prominent business-
to-business (B2B) player in the natural ingredients industry, has long worked
with Natura’s competitors (such as L’Oréal, L’ Occitane) and has exported natural
ingredients to many countries. Similarly, Germany’s Symrise has supplied fra-
grances based on those natural ingredients to a broad range of cosmetics firms.
Like Natura, both Beraca and Symrise were certified for sustainable and ethical
sourcing (e.g., the UEBT certification issued by the nonprofit Union for Ethical
BioTrade). In other words, those certifications did not seem to create a strong
entry barrier.”

Third, if a focal firm starting with open relations ends up with a group of recurring
partners providing a bundle of cospecialized resources, that firm should not be
expected to keep pushing for open relations in future iterations if its sole emphasis
is to generate and sustain economic rents. The firm would simply use its cospecia-
lized relations as a barrier to entry and imitation. Yet, even in this new scenario with
new entrants and improved access to biodiversity inputs, Natura continued investing
in supplier development and generic infrastructure. For instance, by 2019, Natura
funded processing plants in eleven local cooperatives without explicitly requiring
the cooperative to sell only to the company.

Even though those infrastructure investments directly benefit Natura (e.g., sup-
pliers are encouraged to diversify their production with biodiversity inputs), they
also benefit competitors who might appreciate local suppliers’ expansion. A firm
simply trying to expand its own set of recurring suppliers is, therefore, not expected
to invite other companies and competitors to tap into similar resources. Conversely,
Natura has continuously incentivized the entry of new firms as suppliers of biodi-
versity inputs. For instance, the company has invested in an “Eco Park” in the State
of Pard, Brazil, inviting other companies that also use and benefit from biodiversity
products (such as Symrise, mentioned before). Thus, even if Natura’s initial

8 Beraca website: https://beraca.com/en/ (accessed on August 10, 2021).

9UEBT website: https://uebt.org/certificate-holders (accessed on February 3, 2024). Cosmetics Design
website: https://www.cosmeticsdesign.com/Article/2010/12/09/Beraca-s-respect-for-biodiversity-recognized-
by-UEBT (accessed on February 3, 2024).
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operations in the region may have created unique rents, new entrants could subse-
quently more easily access local procurement channels:

We arrived here through this partership, you know; Natura had this operation already in
another location ... and when [Natura] came to the Eco Park, it invited [firm procuring
similar biodiversity inputs] to be part of this supply chain, at an intermediate stage,
processing the seeds (anonymized, managers working for an intermediary firm selling to
other cosmetics competitors, personal communication).

Finally, and crucially, even if Natura’s strategy was instrumentally devised to
harness future rents, the long-term outcomes of the company’s relational approach
were far from clear in its initial stages, as the following quotes underscore:

When we began to more strongly approach this supply chain, around 1998 or 1999, we
didn’t have an exact understanding of what we would encounter ahead. In fact, it was the
first time we moved away from a traditional supply, where there’s a supplier who issues
invoices, you can call them, and they have a phone to answer [laughs] (anonymized,
cofounder and shareholder, personal communication).

So, we made a heartfelt yet strategic choice and said, “we are going to invest in the
sustainable use of Brazilian biodiversity as the basis for the development of the next
decade.” And here comes something important: we had to make a decision, and it was our
collective decision to invest in the long term. I remember that we used to say: “we don’t
know how to do it, there’s no legislation, the legislation,” as [one of the cofounders]
mentioned, it was chaotic. I've heard more than one Minister of the Environment saying,
“you are very courageous, I don’t know how you have managed to do this” (anonymized,
cofounder and shareholder, personal communication).

Thus, Natura’s open relational strategy was conceived and implemented when
future outcomes and the specific actions to generate those outcomes were largely
unknown to its key decision-makers, characterizing a situation of high uncertainty
(Dequech, 2011; Packard et al., 2017). In addition, despite increased entry and
competition, Natura remained committed to the open relational model and even
encouraged new entrants—which could arguably undermine the strategy’s instru-
mental outcomes. The study proposes that Natura’s normative core is crucial to
understanding and explaining its initial and continuous commitment to the open
relational strategy.

THE ROLE AND IMPLEMENTATION OF THE NORMATIVE CORE
IN NATURA’S OPEN RELATIONAL MODEL: KEY FINDINGS

The Normative Core of Natura’s Open Relational Strategy

The final key findings elucidate how Natura conceived and implemented its nor-
mative core. Interviews consistently indicate that Natura’s open relational strategy
was based on its general objective to develop valuable supplier relations. Still, its
distinct long-term commitment was supported by a set of moral principles guiding its
engagement with key stakeholders—which is consistent with Freeman’s (1994)
aforementioned notion of the normative core specifying how to govern and manage
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stakeholder relations. The beliefs and values that guide Natura’s strategy are explic-
itly stated in a corporate code that still permeates several internal and external
communications:

Nothing in the universe exists for itself alone, everything is interdependent. We deeply
believe that from perceiving the importance of relationships arises the opportunity
for a great human revolution in search of peace, harmony, and the beauty of being. ...
The firm is a dynamic set of relationships. Its value and continuation are connected
to its capacity of contributing to the improvement of society. Firms exist to address
the needs of individuals and of the society, through products, services, and actions
that contribute to an economic, environmentally sustainable, and more socially
equitable development. We believe that its [the firm’s] value broadens proportionally
to its capacity to establish quality relationships with consumers, direct sales consul-
tants, employees, suppliers, shareholders, and the entire community, promoting its
material, emotional and spiritual improvement (Natura’s statement of “beliefs and
values™).!?

A question, however, is where this code comes from and whether this code is
effectively translated into actual organizational practices. In line with the study’s
previous theoretical discussion, data also strongly indicate that the origin of the code
and Natura’s managerial commitment to its normative principles derive from actors
holding critical decision rights, namely its controlling shareholders.

Natura was founded by Antdnio Luiz Seabra, who has remained as a
controlling shareholder of the company, jointly with Guilherme Leal and Pedro
Passos—together, via their own shares and family investment vehicles, they
held around 50.4 percent of Natura’s shares as of 2019.!'! Natura’s self-declared
set of beliefs and values rests on the notion of interconnected relationships that,
according to Luiz Seabra, emanate from the writings of the ancient philosopher
Plotinus and extends to all stakeholders. As a founder and key shareholder,
Seabra has publicly stressed principles of managerial action based on philosoph-
ical grounds:

Life is a chain of relationships ... This concept originates in my youth. When I read
Plotinus, one phrase touched me: ‘The one is in the whole, the whole is in the one’. ... This
phrase inspired my conviction that everything in life is interconnected (Luiz Seabra,
cofounder and shareholder).'?

By emphasizing interconnectedness, this philosophy, now part of Natura’s culture,
is very aligned with the overall objective to pursue improved sustainability practices,
cooperative engagement with workers and suppliers, and local development in the
areas where the company operated—hence the quadruple-bottom line approach that

10Natura website: http://www2.natura.net/Web/Br/Inst/HResources/rh_crencas_valores.asp (accessed
on January 5, 2020).

"' Based on data compiled by Valor Grandes Grupos, December 2019.

12Epoca Negdcios: https://epocanegocios.globo.com/Informacao/Visao/noticia/2012/12/luiz-seabra.html
(accessed on January 5, 2020).
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the company established over the years. A controlling shareholder corroborates this
view, pointing out that:

In 1992, we wrote it down, it’s there [Natura’s statement of beliefs and values]. ... we had
this process of two years of revelation, of organizing what we truly believed in. And
therein, the elements that defined what was right were actually laid out. It was that
systemic vision ... you can’t take care of one part if you don’t take care of the whole. A
world that melts, a Brazil that melts, an Amazon that melts, you melt too. We’re all in this
together (anonymized, cofounder and shareholder, personal communication).

I believe that there is an obsession ... of having a balanced posture in the relationship with
all stakeholders, with society, and the environment (anonymized, cofounder and share-
holder, personal communication).

External partners and competitors also perceive the importance of controlling share-
holders in building the company’s normative core. In the words of a manager
working for a competitor in the cosmetics industry, when asked why the entire
hierarchy responds to the objectives and values of the controlling shareholders:

[Natura] has a king. It is a kingdom that has a king (anonymized, manager working for a
Natura’s competitor, personal communication).

Yet one might argue that all these developments may also yield instrumental
outcomes: create a positive corporate image and increase profits. Indeed, as dis-
cussed in the previous section, the open relational strategy is consistent with
Natura’s positioning as a sustainable company, which became particularly relevant
as the firm expanded in global markets. Yet several interviewees also indicated that
generating economic rents via differentiation is not seen as a single corporate goal,
and other objectives specified in Natura’s quadruple bottom line are equally
important. In addition, Natura’s generic investments in the supplier communities
and its proactive effort to promote superior sustainability standards are actions that
do not seem to yield immediate returns and may even require financial sacrifice. In
the words of a board member:

[ think that in this case [operations] generate lower profitability. The ROE [return on
equity] could be higher. ... On the other hand, this is for real, it comes from the
shareholders, it is part of corporate values (anonymized, member of the board of
directors, personal communication).

The data indicate that accepting such financial trade-offs reflected the more balanced
preferences of Natura’s shareholders, with objectives beyond profit maximization.
As stated by one of the shareholders:

Twant to be proud of Natura, not just because it is profitable but because it has social impact,
because it is at the vanguard pushing a change in the agenda ... being a testing laboratory on
its own .... (anonymized, cofounder and shareholder, personal communication).

In sum, the moral philosophical beliefs of the founders crystallized into a normative
core, indicating that the company should generate broad stakeholder gains beyond
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profits and that managers should embrace a wide set of stakeholders beyond exist-
ing, recurring partners. Below, the study discusses how the shareholders built their
intended normative core throughout the years and progressively specified principles
of managerial action.

Building and Leveraging Natura’s Normative Core

Based on the coding of interviews, Table 2 and Figure 2 describe the sequential steps
adopted by Natura’s controlling shareholders and their executives to create a nor-
mative core and translate it as a supporting element of the open relational strategy.
Inspired by Islam (2020), the study differentiates between individual, organiza-
tional, and contextual processes. The initial conception of the moral core began
from the individual action and mindset of controlling shareholders, later being
implemented via relationships occurring at the external and internal organizational
levels, and finally diffused in the context where Natura operates (initially, in the
Amazon region and their relevant stakeholders, and more recently worldwide).

Individual Level

As documented before, the initial stage involved the central participation of controlling
shareholders, defining initial beliefs and values, and guiding the company’s operations.
The normative core was initially proposed by founder Antonio Luiz Seabra circa 1969,
later reinforced with the attraction of Guilherme Leal and Pedro Passos, completing the
trio of controlling shareholders (see item 1, “Controlling shareholders’ values and
beliefs in the interconnectedness of relationships [1969—1990]” in Table 2 and
Figure 2). A central element of their beliefs has been the notion of interconnectedness,
which is also a defining element of corporate sustainability (Bansal & Song, 2017), and
thus establishes sustainability early on as a core element of Natura’s strategy:

Seeing life as an enchainment of relationships prepares us for thinking and feeling in an
integrated manner, which is the origin of my beliefs and the reason for the existence of
Natura.'

Organizational Level

A crucial part of this process, documented in the previous section, is the creation of an
explicit set of beliefs and values in the early 1990s, which became a salient and
formalized manifestation of the normative (moral) core (see item 2, “Making values
and beliefs explicit [1990-1992]” in Table 2 and Figure 2). These values were meant
to stay—as two of the founders and controlling shareholders underscored many years
later, responding to a journalist’s question of why they shared the chairman of the
board position after several years of absence: “when there is a relevant shareholder
present, this is very good to maintain certain values strong in the firm.”!#

13 Epoca Negdcios: https://epocanegocios.globo.com/Informacao/Visao/noticia/2012/12/luiz-seabra.html
(accessed on January 5, 2020).

14 Exame: https://exame.com/revista-exame/para-a-natura-o-caminho-da-sustentabilidade-e-longo-e-dificil/
(accessed June 2024).
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Table 2: Building and Leveraging Natura’s Normative Core

Aggregate Features Codes Illustrative Quotes

1. Controlling Local to universal, and We have universal values ... but we have an origin,

shareholders’ universal to local and we are proud of it ... we are from Brazil
values and (anonymized, cofounder and shareholder).
b,ehéfs: Transcendence and ...for that [to understand what is the “right” thing to
(individual level)

interconnectedness

Relationship with
nature

do], we will have to go back to the Greeks ... the
human being has this understanding, what is the
right thing to do, it is the ethical option for what not
only serves me but serves the whole.... and serving
the whole is to transcend ... (anonymized,
cofounder and shareholder).

Everything is a relationship .... more than living, we live
together ... relationship is a foundation, it is value,
value of our life and the life of the company ... this
establishes a foundation of empathy ... the develop-
ment of empathic relationships ... (anonymized,
cofounder and shareholder).

Having this name [Natura] was an intuitive process;
and brought us closer to nature as wealth and as
value was also an intuitive choice at that time. In
1970, it sounded a little like grandma’s thing, in the
70s it seemed like something homeopathic like
grandma’s thing, but that’s what interested us and
what made us choose this path ... (anonymized,
cofounder and shareholder).

2. Making values Sustainable In 1992, which is not by chance the year of Rio Earth
and beliefs development Summit 92 ... we got together to explain and write
explicit our beliefs. And it was the most relevant work in 50
(organizational years because it was when we spent almost two
level) years of in-depth discussions to produce half a

3. Alignment of

Social role of
corporations

Dealing with trade-

dozen sentences that had a meaning, ... the
expression of our beliefs (anonymized, cofounder
and shareholder).

Companies finally understood that it is necessary to
have a ‘social raison d*étre’ and not just generate
profits for themselves (anonymized, cofounder and
shareholder).

There is still a lot to be done at Natura, in the way of
changing capitalism and society (anonymized,
cofounder and shareholder).

Gradually, society and the financial markets are

goals and offs pursuing a realizing that only short-term visions do not help to
processes long-term achieve good results. ... But, obviously it is also
consistent with orientation necessary to demonstrate that the company is on
the open the path of good [economic] results. It is not
relational enough to be “good,” to have an idealized vision, if
strategy there are no conditions to show performance. This
(organizational is a good management dilemma (anonymized,
level) cofounder and shareholder).
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Table 2: continued

Aggregate Features Codes lustrative Quotes
maintain good risk management (anonymized,
cofounder and shareholder).
Embedding principles “How do these values descend to business

into Natura’s
business strategy—
internalization
through indicators,
incentives, and
culture

Control and
monitoring

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press

management?” I think we could list three ways. 1
think the first way is how to report clearly, how to
measure clearly, build indicators for things that
were not previously measured. ... The whole
meeting of the marketing area, for example, when it
will say the ingredients that innovation is using,
there is a percentage of Brazilian biodiversity that
has to be in there, and then the areas have to build
products taking into account this number. So, I
think the first thing is: internalize it in the business
... for the performance analysis of executives, it
takes into account environmental and social issues
aswell .... So people start to care, ... And there is a
third element that is this element of culture. As you
were there, you must have seen that the community
is visited by a lot of people, and it is part of the
leadership program, it is part of our internal
messages. Whenever we set up a dialogue, we seek
to bring people from the community, or the
perspective of the community, so that this is also
part of what Natura is (anonymized, Vice
President of Sustainability and Institutional
Affairs).

[20 years ago] we added socio-environmental goals
in the year’s results [bonuses]. ... Since then, we
have been changing the way of setting up these
socio-environmental objectives, but they have
remained valid (anonymized, cofounder and
shareholder).

“We are looking for social, economic, and environ-
mental results. In 2001, while Natura had achieved
its commercial objectives, but not its socio-
environmental objectives, no bonus was distributed
to employees,” specifies Jodo Paulo Ferreira, CEO.
https://www .lesechos.fr/26/01/2018/LesEchosWee
kEnd/00107-011-ECWE_natura-l-amazonie-en-
flacons.htm (accessed on March 9, 2021, our trans-
lation).

In fact, we never cease to be on the board, even

though we were not in the presidency for a while.
My impression is that, when there is a relevant
shareholder present, it is very good to maintain
certain firm values in the company (Pedro Passos,
https://www.aboutfarma.com.br/secaodesktop/
cosmeticos/914/para-a-natura-o-caminho-da-
sustentabilidade-e-longo-e-dificil#Comentarios
(accessed on March 9, 2021).
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Table 2: continued

Aggregate Features Codes Ilustrative Quotes

4. Implementation
of the relational

Workforce aligned
with the

And then there are a lot of people who come from the

3rd sector. ... Most of the employees, who are now
business model organization’s at Natura, came from the 3rd sector, including me
(organizational beliefs and values ... from the 3rd sector, from the government, etc.
level) (anonymized, Biodiversity Communities’ Relation
Manager).

I've been at Natura for a short time, I'm at the firm for 7
years, but I've seen some leadership changes. And
you will see that people who are entering more and
more are more connected with this theme [sustain-
ability]. The theme speaks louder for those who are
younger, who are more interested in it. And, espe-
cially my teams, the employees who are on my team,
who are very young, who are in their 20s,
certainly sustainability is as or more important than
topics such as remuneration, working hours, etc. If
Natura does not take a position on a theme of
diversity, they are disgusted, and they are right
(anonymized, Vice President of Sustainability and
Institutional Affairs).

Cocreation with
stakeholders

Co-construction here is very relevant, (What is this?),
Building together, (among employees) and also
outside, so (how does this happen?) We call it
stakeholder dialogues.... so it is an invitation to
other visions from the outside, which are not with
the same point of view as ours, but which will be
affected in some way, by, for being part of, right,
or, of, the area of knowledge or of the area, with the
relationship with people, to give an opinion
(anonymized, Global Procurement Director).

Systemic approach
towards traditional
communities

5. Expansion and Domestic diffusion
diffusion of the
model

(contextual level)
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If we didn’t have an opening, to establish a broad
development relationship in those regions, we
would oppose a belief, a value of Natura, which is
the very preservation of that environment. ... The
second discovery, then, is that in addition to having
an environmentally sustainable program in the
relationship with these communities so that our
action would not be negative, with a negative
impact, we had to understand that it was necessary
to give support even to the social organization of
that community. Because most of the time they were
disorganized, with fragile leaders, with low
technology etc. (anonymized, cofounder and
shareholder).

There is something that is corporate lobbying, to meet
specific, specific interests, etc., there is something
that is public relations, so you can have a dialogue
with an entire sector, and there is something that is
a higher level. Let’s call it advocacy, call it an
institutional relationship, but it is ... you build a
path, not only for yourself but for others, also to
improve the level of something. And I think that this
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Table 2: continued

Aggregate Features Codes lustrative Quotes

case of biodiversity was this third case, clearly, in
which we managed to build a path for anyone who
wants to be frank, open, including for several
competitors who do and do well. L’Occitane has
set up shop in Brazil, sharing benefits and ... for us
itis better. It is a very cooperative scheme, because
it has a lot of forest to preserve and needs a lot of
people (anonymized, Vice President of
Sustainability and Institutional Affairs).

Well, yes ... these are ... these advertising campaigns
so, Natura adopted this seal on the Ekos line, in the
Ekos sub-brand, so the entire Ekos campaign will
now publicize this seal, it is already on the product
packaging, so, it doesn’t matter whether in Brazil
or abroad doing the same communication package,
let’s say so ... practically, not even 100% of the
company knew about all this work, so today you
know, there was internal communication too
(anonymized, Amazon Supply Relations Coordina-
tor and Manager).

Global diffusion There is a community there in Ecuador, where we
have a product line called “Amor América” and
we have a relationship with a community there and
bought ingredients for that line, but it is well, the
relationship is incipient. We want to go to
Colombia, we want to go to the Colombian
Amazon (anonymized, Organizational
Development Executive).

Remembering our timeline here: it started operating in
the Amazon in 98, launched Ekos in 2000, learned
over the years, made biodiversity a platform, and
now other companies are making similar moves. So
Aesop, which is a super niche, premium brand, etc.,
starts to operate now with elements of Australian
biodiversity paying benefit sharing for aborigines in
sandalwood oil in the Australian desert, in the same
way that Natura does. So there is an element of
expansion that is very interesting, very different from
the traditional Brazilian model of acquiring compa-
nies abroad, reducing costs, and managing by results
or benefits (anonymized, Vice President of Sustain-
ability and Institutional Affairs).

A critical aspect indicating how the company should be governed was the
adoption of broad socio-environmental goals, as evidenced by the aforemen-
tioned quadruple bottom line. The company has made the quadruple bottom line
an integral part of its business strategy with ramifications for functional areas
ranging from human resources and marketing to its supply chain. These internal

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

28 BusINESs ETHICS QUARTERLY

Open relational
strategy
(organizational level)

~
- ~

/’ N~
»~ Normative core "~

/’ (individual level) \\
/@ Controlling shareholders’ A
{ values and beliefs in the 1
\ interconnectedness I

\\ of relationships ,’

S (1969-1990) 7
~ -

~ o -

® Making values
and beliefs explicit
(1990-1992)

© Alignment of goals and processes
consistent with the relational strategy
(1993-1998)

O Implementation of the
relational business model
(1998-2000s)

Figure 2: Building and Leveraging a Normative Core Supporting Natura’s Open Relational Strategy

developments, which then specified how organizational members should act,
roughly occurred between 1993 and 1998 (see item 3, “Alignment of goals and
processes consistent with the relational strategy [1993-1998]” in Table 2 and
Figure 2).

Natura has achieved this internal alignment by developing and tracking related
socio-environmental indicators, which it uses in diverse areas ranging from
product development to its compensation and incentive policy. These goals
permeated the whole organization and reinforced its strategy among consumers,
employees, and suppliers, including those in the Amazon region. They were also
tied with managerial evaluation and incentives; for instance, financial bonuses
require meeting minimal targets on al/ socio-environmental performance dimen-
sions. In 2011, despite sizeable profits, executives did not receive part of their
variable compensation (linked to these profits) because they failed to meet some
socio-environmental targets (Sendin, 2013). As put by a top executive:
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They earned no bonus, it is as simple as that. No bonus was paid because they did not
achieve their environmental goals. A company that manages a business like this, I believe,
sends the clearest message of the importance that this matter has for the organization
(anonymized, Vice President of Sustainability and Institutional Affairs, personal
communication).

Pursuing those aligned goals, the company then started implementing the open
relational business model in the Amazon in the late 1990s and throughout the
2000s (see item 4, “Implementation of the relational business model [1998—
2000s]” in Table 2 and Figure 2). Positions relevant to the implementation of
Natura’s open relational strategy—such as members of the stakeholder relations
team at the Amazon region and headquarters executives dealing with community
relationships up to the vice presidency of sustainability—have been filled with
former NGO representatives and managers with previous experience in sustainable
practices. As mentioned before, Natura eventually recruited personnel from FASE,
which had a suspicious view of corporations operating in the region, and attracted
technical personnel with sustainability and community relations backgrounds. Such
an approach facilitated cocreating sustainable supply chain relationships through
dialogue with a broad group of stakeholders—a way of translating the controlling
shareholders’ philosophy of life being a chain of relationships and their belief that
life manifests itself through diversity into practice.

There were also informal efforts to indicate a preoccupation with the execution
and the local implementation of the normative core. Illustrating the presence and
influence of controlling shareholders in the individual lives of Natura’s managers,
some interviewees noted that Luiz Seabra has annually called all managers to
congratulate them on their birthdays. Over time, with these actions, the company
managed to internalize organizational values that appeared to be highly oriented
towards the well-being of supplier communities and their natural environment. The
interviews with Natura employees and supplier community representatives reflect
how the controllers’ preferences have trickled down to supply chain managers:

The human factor is in the very relationship, in the day by day [of our operations] ... the
engagement process with a very strong human relationship, very present .... When going
to the field, you end up going to these regions that do not have a hotel, you get involved
with a community .... [Our] team ends up being an advocate of its suppliers of biodiversity
(anonymized, director of Benevides Industrial Plant, personal communication).

Contextual Level

Since 2010, Natura has generated broad societal externalities with the “Expansion
and diffusion of the model in multiple localities and attraction of new entrants (2010s
and on)” (see item 5 in Table 2 and Figure 2). Natura’s expansion of open relational
practices within the Brazilian Amazon region (see Figure 1) has produced a mea-
surable impact well beyond Natura’s supply operations. A recent study using
satellite data for a quasi-experimental estimation strategy has shown that from
2000 to 2018, municipalities within the Amazon region where Natura decided to
establish a supply chain have preserved almost 50 percent more forested areas than
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locations in which Natura does not operate (McGahan & Pongeluppe, 2023). More-
over, the firm expanded its model to Amazon regions in neighboring countries, such
as Ecuador, Colombia, and Peru. The study thus argues that the open relational
model has generated societal externalities in a way that is consistent with the
encompassing nature of the normative core, emphasizing stakeholder interconnec-
tedness and broad societal gains.

Beyond the Amazon region, Natura is diffusing and spreading its principles
industry-wide. The firm has contributed to creating a global standard and certifica-
tion for ethical sourcing endorsed by the United Nations (UEBT, previously men-
tioned). And, since the acquisition of Australia-based Aesop, critical features of
Natura’s open relational practices, such as benefit sharing with supplier communi-
ties, have been reproduced in the Australian context in aboriginal communities that
provide sandalwood oil from Australia’s outback. The local and global diffusion
processes demonstrate positive externalities beyond the firm’s core operations
(Lazzarini, 2020; Mahoney & Qian, 2013; Santos, 2012). The more recent global
expansion and diffusion are aligned with and arguably seem to be supported by the
company’s normative core:

With the acquisitions of Avon, Body Shop, and Aesop ... what motivated us was the
perception of the positive impact that we could have ... by this vision of cooperation, not
competition, by this vision of interdependence, by this vision of shared prosperity. ... We
believe that the firm is an instrument of transformation, that life is a network of relation-
ships ... We believe that we can have an important positive large-scale impact, and that
we can be successful in business with this and help transform business culture...
(anonymized, cofounder and shareholder, personal communication).

DISCUSSION AND CONCLUSION

The Entangled Instrumental and Normative Stakeholder Views

This section offers a consolidated discussion proposing how instrumental and
normative arguments are deeply intertwined and can jointly explain stakeholder-
oriented relational strategies building on previously reported empirical findings (see
Figure 3, which conceptually expands Figure 2 to depict the interplay between the
instrumental and normative mechanisms). A crucial determinant of those strategies
is the presence of a solid normative core defined by those who hold critical decision
rights on broad corporate strategies. Drawing from Freeman’s (1994) conceptu-
alization of the normative core, the open relational model departs from the nor-
mative directive that companies should be governed to balance complex (and
potentially conflicting) stakeholder claims, while managers should manage broad,
interdependent relationships between the firm and its key stakeholders. Those
principles of action can be derived from the preferences of individuals holding
critical decision rights, such as shareholders or their representatives (Hart &
Zingales, 2017; Mackey et al., 2007).

The normative core, in turn, generates principles of action supporting strong
organizational commitment to implement open relational strategies, both internally
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Societal externalities
(contextual level)

Commitment to open relations generate

Open relational strategy broad gains to other societal actors

(organizational level)

The normative core is translated into
organizational practices to create and manage
open relations with stakeholders

Normative core
(individual level)

Moral philosophical beliefs of founders and owners
defined the normative core guiding how the company
and its managers are expected to act

Perceived pecuniary
and nonpecuniary
benefits increase

engagement outcomes via superior

competitive position in Uncertainty is

demanding markets reduced
over time

Commitment to invest in
open stakeholder relations
when future gains are
uncertain

i Substantive (instead of
~ symbolic) stakeholder
~ orientation reinforces
the perception of
continued gains

Instrumental outcomes reinforce
the strategy guided by the
normative core

Figure 3: Interplay between Normative and Instrumental Mechanims

(managers implementing those strategies) and externally (partners, advocacy
groups, and supporting organizations). Increased commitment is expressed, for
instance, by the company’s willingness to accept financial trade-offs (Kaplan,
2019, 2020; Rangan, 2018): invest in stakeholder welfare even if this benefits other
players and entrants, and at a moment where the future instrumental outcomes of
such open relational strategies are largely uncertain. This costly commitment at
uncertain times signals the firm’s genuine commitment to its stakeholders (Clark,
Kofford, Jones Christensen, & Barney, 2024). Namely, the firm allocates critical
resources to build open relations with a broad set of players (beyond recurring
exchanges) and invites other players, including competitors, to be part of the open
strategy.

Importantly, as seen in Figure 3, while the normative core can put the open
relational strategy in motion under highly uncertain conditions, the emergent instru-
mental outcomes can subsequently help reinforce the strategy supported by the
normative core (illustrated by the white arrow feeding back from instrumental
outcomes to the normative commitment to open stakeholder relations). In other
words, there is a mutual, two-way interplay between the instrumental and normative
mechanisms.

Specifically, the strong organizational commitment induced by the normative
core supports two main mechanisms through which the open strategy generates
instrumental outcomes (illustrated by the black arrows in the center of Figure 3).
First, it creates a distinctive capacity to develop and leverage stakeholder relation-
ships based on implicit contracts (Freeman et al., 2021). On the one hand, exchange
partners derive pecuniary benefits (that is, they capture part of the rents generated in
the process). On the other hand, they also value non-pecuniary benefits such as their
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autonomy to interact with multiple firms and their appreciation of procedural
mechanisms whereby they have a distinct voice on product cocreation and organi-
zational practices (de Luque, Washburn, Waldman, & House, 2008; Jacobs &
Keegan, 2018). With greater perceived benefits from their association with the focal
firm, stakeholders deepen their relational attachments, which is expressed as an
increased willingness to keep interacting with the focal firm even if other options are
available (given the open nature of the exchange). A more substantial commitment
to generating broad stakeholder gains also allows the firm to enlarge the set of
partners with whom it can potentially interact, which expands the relational strategy
beyond what could be possible with a restricted set of close, recurring partners.
These effects magnify the rents that the focal firm can capture, reinforcing the
strategy guided by the normative core and its ability and willingness to continue
investing in open stakeholder relations.

The second mechanism through which the normative core generates instrumental
outcomes involves a commitment to a substantive instead of symbolic stakeholder
orientation (Marquis & Qian, 2014; Perez-Batres et al., 2012). Companies can, in
principle, develop stakeholder-oriented strategies to attract socially or environmen-
tally conscious customers willing to pay a price premium for their products. Yet, as
Nardi (2022) demonstrated, differentiation alone is insufficient to incentivize firms
to generate concrete stakeholder benefits, as they may engage in symbolic practices
such as corporate reporting or donations to causes unrelated to its core activities.
“Greenwashing” can also occur in cases where those symbolic actions are pursued to
restore a positive image in the face of corporate deviations (Delmas & Burbano,
2011; Luo, Kaul, & Seo, 2018). The substantive stakeholder orientation promoted
by the solid normative core thus indicates an intent to encourage continued stake-
holder benefits. The firm’s willingness to not only create but also accept that part of
that value can be broadly distributed is consistent with Dawkins (2014: 284), who
refers to a “good faith stakeholder engagement as a form of substantive stakeholder
input.” This fosters the engagement of stakeholders that can either legitimize the
strategy (such as nonprofits and advocacy groups focused on sustainable produc-
tion) or provide the company with valuable resources (such as investors trying to
minimize the risk that they will invest in firms with controversial operations). The
company, therefore, strengthens its competitive position in demanding markets, as
in the case of global industries with players that compete not only with differentiated
products but also with distinctive resources supporting their differentiation strategy.
Both mechanisms more closely define item “4. Implementation of the relational
business model (1998-2000s)” (see also Table 2 and Figure 2 as discussed earlier).

Finally, at a broader (societal) level, the normative core and those emergent
instrumental outcomes increase the ability of the firm to expand the reach of the
open relational strategy into other contexts and locations. As the model becomes
increasingly consolidated, the initial uncertainty on their potential gains is progres-
sively reduced. This process also helps attract a broad set of players and stakeholders
beyond the focal relationship, including actual and potential competitors. While this
may seem contradictory to sustaining a company’s advantage in the marketplace
(an instrumental outcome), expanding the company’s activities requires dialoguing
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with new stakeholders and building new relationships. Thus, a continued commit-
ment to the open relational approach facilitates broad stakeholder engagement and
helps expand the model’s reach. This mechanism echoes what Crane (2020) refers to
as stakeholder interconnectedness. Namely, a continued commitment to the open
stakeholder strategy promotes and enhances proximity and affects how other
potential stakeholders observe and evaluate the company’s presence in new loca-
tions. The increased capacity to leverage its operations and attract new stake-
holders also helps demonstrate how the company’s normative core can generate
instrumental outcomes, reinforcing the organizational commitment toward the
open relational strategy.

Advancing the Understanding of How the Instrumental and Normative Arguments
Are Complementary

This study builds on the idea that normative guidelines of how the company should
engage stakeholders support instrumental outcomes emanating from stakeholder
relations (Jones & Wicks, 1999). In this sense, this work also reinforces the view that
instrumental outcomes also depend on normative stakeholder commitment. Thus,
criticizing Barney’s (2018: 3321) argument that stakeholder engagement allows the
company to access unique resources when contracts are incomplete, Freeman et al.
(2021: 1761) contend that “incomplete contracts rely on implicit contracts; implicit
contracts rely on social and moral norms.” Consistent with this view, this article
proposes mechanisms explaining how instrumental and normative arguments com-
plement each other. Achieving relational gains in the context of open exchanges
requires strong organizational commitment, especially when those gains are highly
uncertain. Firms that perform costly commitments during uncertain times signal
their genuine stakeholder commitment (Clark et al., 2024). The study thus submits
that this commitment to stakeholders emanates from the morally informed guide-
lines specified by the normative core and adopted by critical decision-makers,
supports the emergence of relational strategies promoting broad stakeholder gains,
and helps the subsequent expansion of those strategies in other contexts, even in the
face of increased competition. A key mechanism of the proposed theory is how
actors holding critical decision rights promote and sustain the company’s normative
core (Freeman, 1994), which sets fundamental moral guidelines for corporate and
managerial action.

In addition, responding to calls for a more integrative view of stakeholder rela-
tions that move beyond the sole purpose of increasing economic performance (Jones
& Wicks, 1999; Mahoney, 2012), this research suggests that rent-generation pro-
cesses emanating from unique stakeholder resources require a deep understanding of
the underlying normative core that supports the proposed relational strategy. The
normative core is crucial to sustaining strong organizational commitment toward
open stakeholder relations, especially in cases where they involve financial trade-
offs and are subject to imitation. The study proposes that the normative core allows
for deepened stakeholder relations and a commitment to substantive stakeholder
engagement, which might be limited when the company simply engages a set of
recurring partners and tries to create isolating mechanisms to avoid imitation and
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replication. Given the empirical focus on supplier relations, this research also
responds to recent calls to study how supply chains can generate broad, protracted
social gains beyond the usual emphasis on minimizing risks or enhancing economic
returns (Gualandris et al., 2024; Markman & Krause, 2016). A focus on examining
and explaining the normative core can also serve as a theoretical foundation for the
emerging literature on corporate purpose (Gartenberg, Prat, & Serafeim, 2019;
George, Haas, McGahan, Schillebeeckx, & Tracey, 2023; Mahoney, 2023), by
helping specify the directives that firms pursue above and beyond their instrumental
objectives (Lange & Bundy, 2018).

The Critical Role of Shareholders

Hart and Zingales (2017) have proposed that corporate objectives should be linked
with shareholder preferences, not necessarily shareholder (economic) value.
Research has argued that investors are highly heterogeneous in their preferences,
and a portion of shareholders do demonstrate a willingness to generate broader
socio-environmental benefits (e.g., Barber, Morse, & Yasuda, 2021; Flammer,
2013; Mackey et al., 2007; Marquis, 2020). Holding legitimate control rights, these
shareholders can help implement stakeholder-centered strategies and guarantee the
stability of these strategies in the long run.

This study thus moves shareholders to the center stage of strategies devised to
promote stakeholder benefits. Although research has examined the emergence of
distinct types of corporate culture based on varied notions of ethical behavior, the
emphasis is on how these cultures are centered on the interests of various stake-
holders (see, e.g., Jones, Felps, & Bigley, 2007). Shareholder involvement is often
seen as conducive to prioritizing economic objectives and internal conflict when
companies want to pursue multiple objectives. In contrast, the findings suggest that
shareholder preferences may strongly influence organizational normative principles
that generate substantial externalities (Morgan & Tumlinson, 2019). Therefore, this
research shows how shareholders, via their preferences and organizational choices
(e.g., Natura is a certified B Corp), can foster normative principles of action con-
sistent with stakeholder-oriented goals.

The longitudinal, in-depth case study also allows for an examination of how
shareholders ingrain their normative principles within an organization as a whole,
especially considering those directly dealing with stakeholder relations. A crucial
part of the process is how the shareholder-defined normative core becomes progres-
sively reflected in internal and external organizational practices. The research iden-
tifies the critical role of shareholders in internalizing stakeholder-oriented relational
norms in the whole organization. Essentially, shareholders try to translate their
(initially informal) normative principles into formal organizational mechanisms—
such as an explicit communication of the underlying values as well as corporate
targets (and their associated compensation schemes) aligned with the stated norma-
tive core. The sheer salience and presence of shareholders in close touch with
managers and key decision-makers also help guarantee that corporate decisions
remain aligned with the company’s normative core, even when financial trade-
offs are present.
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Opportunities for Future Advances

The study’s analysis invites future work to find and describe other instances and
contexts where companies develop open relational strategies and the organizational
mechanisms that guarantee long-term commitment to these relations. Admittedly,
however, the chosen case study represents a unique and salient case of a company
with a revealed long-term commitment to socio-environmental goals. Future work
could examine other cases following a similar relational logic and unveil alternative
mechanisms supporting open relational strategies in buyer-supplier relations and
other organizational contexts.

In particular, this study calls for more research to examine how these normative
principles can also emanate from distinct groups of actors with critical influence in
high-level organizational strategizing. In this case, Natura is owned by controlling
shareholders with unique and aligned stakeholder-oriented preferences. What would
happen in organizations with more diffuse ownership or distinct types of share-
holders? Research, for instance, has found that distinct types of investors might
reinforce a unique corporate social purpose (Gartenberg et al., 2019). Studies have
also linked family with pro-social strategic dimensions of performance, including in
supply chains (Fritz, Ruel, Kallmuenzer, & Harms, 2021), and several other firms
managing complex supply networks, like Natura, have become B Corp certified
(Marquis, 2020). It will be instructive to examine how those distinct types of owners,
with varying preferences, might promote and implement a solid normative core in
the context of open stakeholder relations or, more generally, strategies that create
financial trade-offs and are prone to imitation.

Still, another possibility is that stakeholders themselves become owners—for
instance, in the case of cooperatives (Chaddad & Cook, 2004) and employee-owned
firms (Singer, 2018). For example, in the context of cooperatives, a case that
illustrates many of the attributes conceptualized in this narrative is the analysis of
Organic Valley, the largest organic dairy cooperative in the United States. Su and
Cook (2015) describe the emergence, growth, and resultant frictions between pri-
mary performance measures (sustainability, economic, human, community, and
environmental), and their analysis also suggests the bonding role of normative
principles shared by cooperative members (who are owners).'> Also, the so-called
“traditional multi-purpose cooperatives” have historically pursued open relational
strategies. Their institutionalized practices have apparently led to positive instru-
mental outcomes (see Franken & Cook, 2015; Grashuis & Su, 2019). Similar to the
analysis herein presented, there is an opportunity to scrutinize how the preferences of
members (who hold control rights) influence the pro-stakeholder orientation of those
cooperative forms.

Yet these diverse organizations also create their own challenges. Multiple owners
and residual claimants may diverge on the proposed courses of action, and, unlike
the case with a single or few controlling shareholders, the aggregation of their

'3 Organic Valley, 2019, Cropp Cooperative/Organic Valley Mission Statement. https:/www.organicvalley.
coop/ (accessed on August 8, 2020).
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distinct preferences may be problematic (see, e.g., Miller, 1992). More generally, the
presence of distinct and complex stakeholder claims requires the analysis of decision
and deliberation mechanisms to deal with conflicting demands (Foss & Klein, 2018;
Hansmann, 1996)—which, in the present case, is facilitated by the presence of a
cohesive group of shareholders interested in broad social gains beyond profitability.
Although this empirical case is focused on buyer-supplier open relations, other types
of relational interactions across multiple stakeholders can explain the emergence of
open relations. The richness of real-world organizational forms creates a unique
opportunity to unveil the diverse preferences of actors holding decision rights and
how these preferences influence the emergence of distinct and innovative relational
strategies.

Acknowledgements

This paper is dedicated to the memory of Fabio R. Chaddad. We deeply thank the associate
editor Cedric Dawkins and the four anonymous reviewers for their excellent guidance and
constructive comments. The authors thank Natura, in particular Mauro da Costa and Raoni
Silva from the Natura GRAS team in Benevides, Para State, for their openness and support in
the development of this research. We thank the comments by Luciano Barin-Cruz, Oana
Branzei, Carlos Inoue, Aseem Kaul, Anita McGahan, Joe Wong, anonymous reviewers of
the Academy of Management Conference (AoM), and participants of the Alliance for
Research on Corporate Sustainability Conference (ARCS), the Stakeholder Strategy Con-
ference (at INSEAD), and the REACH Conference (at the University of Toronto). Leandro
Pongeluppe would like to thank the support from the Wharton Global Initiatives and the
Wharton ESG Initiative. An early version of this paper received the Distinguished Paper
Award in Cooperative Strategy, Strategic Management Division, at the Academy of
Management 2020. All remaining errors and omissions are our own.

REFERENCES

Allison, G. T., & Zelikow, P. 1971. Essence of decision: Explaining the Cuban missile crisis.
Boston: Little Brown.

Alston, L. J., Libecap, G. D., & Mueller, B. 2000. Land reform policies, the sources of violent
conflict, and implications for deforestation in the Brazilian Amazon. Journal of
Environmental Economics and Management, 39(2): 162-88.

Bacq, S., & Aguilera, R. V. 2022. Stakeholder governance for responsible innovation: A
theory of value creation, appropriation, and distribution. Journal of Management
Studies, 59(1): 29-60.

Bansal, P., & DesJardine, M. 2014. Business sustainability: It is about time. Strategic
Organization, 12(1): 70-78.

Bansal, P., & Song, H. C. 2017. Similar but not the same: Differentiating corporate
sustainability from corporate responsibility. Academy of Management Annals,
11(1): 105-49.

Barber, B. M., Morse, A., & Yasuda, A. 2021. Impact investing. Journal of Financial
Economics, 139(1): 162-85.

Barnett, M. L. 2007. Stakeholder influence capacity and the variability of financial returns to
corporate social responsibility. Academy of Management Review, 32(3): 794-816.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

THE NORMATIVE CORE OF RELATIONAL STAKEHOLDER STRATEGIES 37

Barney, J. B. 1991. Firm resources and sustained competitive advantage. Journal of Man-
agement, 17(1): 99-120.

Barney, J. B. 2018. Why resource-based theory’s model of profit appropriation must incor-
porate a stakeholder perspective. Strategic Management Journal, 39(13): 3305-25.

Barney, J. B., & Hanson, M. H. 1995. Trustworthiness as a source of competitive advantage.
Strategic Management Journal, 15(S1): 175-90.
Battilana, J., & Lee, M. 2014. Advancing research on hybrid organizing: Insights from the
study of social enterprises. Academy of Management Annals, 8(1): 397—441.
Battilana, J., Obloj, T., Pache, A. C., & Sengul, M. 2022. Beyond shareholder value
maximization: accounting for financial/social tradeoffs in dual-purpose companies.
Academy of Management Review, 47(2): 237-58.

Berry, H., Kaul, A. & Lee, N. 2021. Follow the smoke: The pollution haven effect on global
sourcing. Strategic Management Journal, 42(13): 2420-50.

Bitektine, A. 2008. Prospective case study design: qualitative method for deductive theory
testing. Organizational Research Methods, 11(1): 160-80.

Boehe, D. M., Pongeluppe, L. S., & Lazzarini, S. G. 2014. Natura and the development of a
sustainable supply chain in the Amazon region. In L. Liberman, S. Garcilazo, & E.
Stal (Eds.), Multinationals in Latin America: 49-71. London: Palgrave Macmillan.

Bosse, D. A., Phillips, R. A., & Harrison, J. S. 2009. Stakeholders, reciprocity, and firm
performance. Strategic Management Journal, 30(4): 447-56.

Brandenburger, A. M., & Stuart, H. W. 1996. Value-based business strategy. Journal of
Economics & Management Strategy, 5(1): 5-24.

Bridoux, F., & Stoelhorst, J. W. 2022. Stakeholder governance: Solving the collective action
problems in joint value creation. Academy of Management Review, 47(2): 214-36.

Bundy, J., Vogel, R. M., & Zachary, M. A. 2018. Organization—stakeholder fit: A dynamic
theory of cooperation, compromise, and conflict between an organization and its
stakeholders. Strategic Management Journal, 39(2): 476-501.

Burt, R. S., Opper, S., & Holm, H. J. 2022. Cooperation beyond the network. Organization
Science, 33(2): 495-517.

Cabral, S., Mahoney, J. T., McGahan, A. M., & Potoski, M. 2019. Value creation and value
appropriation in public and nonprofit organizations. Strategic Management Journal,
40(4): 465-75.

Chaddad, F. R., & Cook, M. L. 2004. Understanding new cooperative models: An ownership-
control rights typology. Review of Agricultural Economics, 26(3): 348-60.

Clark, A., Kofford, S., Jones Christensen, L., & Barney, J. 2024. Signaling a Stakeholder-
Oriented Corporate Purpose. Working paper, Chapman University, CA.

Coase, R. H. 1960. The problem of social cost. Journal of Law and Economics, 3(1): 1-44.

Crane, B. 2020. Revisiting who, when, and why stakeholders matter: Trust and stakeholder
connectedness. Business & Society, 59(2): 263-86.

Dawkins, C. 2014. The principle of good faith: Toward substantive stakeholder engagement.
Journal of Business Ethics, 121: 283-95.

de Luque, M. S., Washburn, N. T., Waldman, D. A., & House, R. J. 2008. Unrequited profit:
How stakeholder and economic values relate to subordinates’ perceptions of lead-
ership and firm performance. Administrative Science Quarterly, 53(4): 626-54.

Delmas, M. A., & Burbano, V. C. 2011. The drivers of greenwashing. California Manage-
ment Review, 54(1): 64-87.

Dequech, D. 2011. Uncertainty: A typology and refinements of existing concepts. Journal of
Economic Issues, 45(3): 621-40.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

38 BuUSsINESS ETHICS QUARTERLY

Donaldson, T., & Preston, L. E. 1995. The stakeholder theory of the corporation: Concepts,
evidence, and implications. Academy of Management Review, 20(1): 65-91.
Dorobantu, S., Henisz, W. J., & Nartey, L. 2017. Not all sparks light a fire: Stakeholder and
shareholder reactions to critical events in contested markets. Administrative Science

Quarterly, 62(3): 561-97.

Dorobantu, S., & Odziemkowska, K. 2017. Valuing stakeholder governance: Property
rights, community mobilization, and firm value. Strategic Management Journal,
38: 2682-703.

Durand, R., Hawn, O., & Ioannou, 1. 2019. Willing and able: A general model of organiza-
tional responses to normative pressures. Academy of Management Review, 44(2):
299-320.

Dyer, J. H., & Hatch, N. W. 2006. Relation-specific capabilities and barriers to knowledge
transfers: Creating advantage through network relationships. Strategic Management
Journal, 27: 701-19.

Dyer, J. H., & Singh, H. 1998. The relational view: Cooperative strategy and sources of
interorganizational competitive advantage. Academy of Management Review, 23(4):
660-79.

Eisenhardt, K. M., Graebner, M. E., & Sonenshein, S. 2016. Grand challenges and inductive
methods: Rigor without rigor mortis. Academy of Management Journal, 59(4): 1113-23.

Elfenbein, D. W., & Zenger, T. R. 2013. What is a relationship worth? Repeated exchange
and the deployment of relational capital. Organization Science, 25(1): 222-44.

Eskandarpour, M., Dejax, P., Miemczyk, J., & Péton, O. 2015. Sustainable supply chain
network design: An optimization-oriented review. Omega, 54: 11932.

Evan, W., & Freeman, R. E. 1993. A stakeholder theory of the modern corporation: Kantian
capitalism. In T. Beuchamp & N. Bowie (Eds.), Ethical theory and business: 97-106.
Englewood Cliffs, NJ: Prentice Hall.

Fama, E., & Jensen, M. C. 1983. Separation of ownership and control. Journal of Law and
Economics, 26: 301-25.

Flammer, C. 2013. Corporate social responsibility and shareholder value: The environmental
consciousness of shareholders. Academy of Management Journal, 56: 758-81.

Foss, N. J., & Klein, P. G. 2018. Stakeholders and corporate social responsibility: An
ownership perspective. Advances in Strategic Management, 38: 17-35.

Franken, J., & Cook, M. L. C. 2015. Informing measurement of farmer cooperative perfor-
mance. In J. Windsperger, G. C. Cliquet, T. Ehrmann, & G. Hendrikse (Eds.),
Interfirm networks: 209-29. Heidelburg, Germany: Springer.

Freeman, R. E. 1994. The politics of stakeholder theory: Some future directions. Business
Ethics Quarterly, 4(4): 409-21.

Freeman, R. E., Dmytriyev, S. D., & Phillips, R. A. 2021. Stakeholder theory and the
resource-based view of the firm. Journal of Management, 47(7): 1757-10.
Freeman, R. E., & Evan, W. M. 1990. Corporate governance: A stakeholder interpretation.

Journal of Behavioral Economics, 19(4): 337-59.

Fritz, M. M., Ruel, S., Kallmuenzer, A., & Harms, R. 2021. Sustainability management in
supply chains: The role of familiness. Technological Forecasting and Social
Change, 173: 121078.

Garcia-Castro, R., & Aguilera, R. V. 2015. Incremental value creation and appropriation in a
world with multiple stakeholders. Strategic Management Journal, 36(1): 137-47.

Gartenberg, C., Prat, A., & Serafeim, G. 2019. Corporate purpose and financial performance.
Organization Science, 30(1): 1-18.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

THE NORMATIVE CORE OF RELATIONAL STAKEHOLDER STRATEGIES 39

Gatignon, A., & Capron, L. 2023. The firm as an architect of polycentric governance:
Building open institutional infrastructure in emerging markets. Strategic Manage-
ment Journal, 44(1): 48-85.

George, G., Haas, M. R., McGahan, A. M., Schillebeeckx, S.J., & Tracey, P. 2023. Purpose
in the for-profit firm: A review and framework for management research. Journal of
Management, 49(6), 1841-69.

Grashuis, J., & Su, Y. 2019. A review of the empirical literature on farmer cooperatives:
performance, ownership and governance, finance and member attitudes. Annals of
Public and Cooperative Economics, 90(1): 77-102.

Gualandris, J., Branzei, O., Wilhelm, M., Lazzarini, S., Linnenluecke, M., Hamann, R.,
Dooley, K. J., Barnett, M. L., & Chen, C. M. 2024. Unchaining supply chains:
Transformative leaps toward regenerating social-ecological systems. Journal of
Supply Chain Management, 60(1): 53-67.

Hansmann, H. 1996. The ownership of enterprise. Cambridge, MA: Harvard University Press.

Harrison, J., & Wicks, A. 2013. Stakeholder theory, value, and firm performance. Business
Ethics Quarterly, 23(1): 97-124.

Hart, O., & Zingales, L. 2017. Companies should maximize shareholder welfare not market
value. Journal of Law, Finance and Accounting, 2: 247-74.

Islam, G. 2020. Psychology and business ethics: A multi-level research agenda. Journal of
Business Ethics, 165: 1-13.

Jacobs, G., & Keegan, A. 2018. Ethical considerations and change recipients’ reactions: “It’s
not all about me.” Journal of Business Ethics, 152(1): 73-90.

Jones, T. M. 1995. Instrumental stakeholder theory: A synthesis of ethics and economics.
Academy of Management Review, 20(2): 404-37.

Jones, T. M., Felps, W., & Bigley, G. A. 2007. Ethical theory and stakeholder-related
decisions: The role of stakeholder culture. Academy of Management Review,
32(1): 137-55.

Jones, T. M., Harrison, J. S., & Felps, W. 2018. How applying instrumental stakeholder
theory can provide sustainable competitive advantage. Academy of Management
Review, 43(3): 371-91.

Jones, T. M., & Wicks, A. C. 1999. Convergent stakeholder theory. Academy of Manage-
ment Review, 24(2): 206-21.

Kaplan, S. 2019. The 360° corporation: From stakeholder trade-offs to transformation. Palo
Alto, CA: Stanford University Press.

Kaplan, S. 2020. Beyond the business case for social responsibility. Academy of Manage-
ment Discoveries, 6(1): 1-4.

Kaplan, S., & Orlikowski, W. J. 2013. Temporal work in strategy making. Organization
Science, 24(4): 965-95.

Kaul, A., & Luo, J. 2018. An economic case for CSR: The comparative efficiency of for-
profit firms in meeting consumer demand for social goods. Strategic Management
Journal, 39(6): 1650-77.

Khan, M., Serafeim, G., & Yoon, A. 2016. Corporate sustainability: First evidence on
materiality. Accounting Review, 91(6): 1697-724.

King, B., & Pearce, N. 2010. The contentiousness of markets: Politics, social movements,
and institutional change in markets. Annual Review of Sociology, 36: 249-67.

Lange, D., & Bundy, J. 2018. The association between ethics and stakeholder theory. In S.
Dorobantu, R. V. Aguilera, J. Luo, & F. Milliken (Eds.), Sustainability, stakeholder
governance, and corporate social responsibility: 365-87. Bingley, UK: Emerald.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

40 BuUSsINESS ETHICS QUARTERLY

Langley, A. 1999. Strategies for theorizing from process data. Academy of Management
Review, 24(4): 691-710.

Lazzarini, S. G. 2020. The nature of the social firm: Alternative organizational arrange-
ments for social value creation and appropriation. Academy of Management
Review, 45(3): 620-45.

Lazzarini, S. G., Chaddad, F. R., & Cook, M. L. 2001. Integrating supply chain and
network analyses: The study of netchains. Journal on Chain and Network Science,
1(1): 7-22.

London, T., & Hart, S. L. 2004. Reinventing strategies for emerging markets: Beyond
the transnational model. Journal of International Business Studies, 35(5):
350-70.

Lopez-Vega, H., & Lakemond, N. 2022. Tapping into emerging markets: EMNESs’ strategies
for innovation capability building. Global Strategy Journal, 12(2): 394-417.

Luo, J., & Kaul, A. 2019. Private action in public interest: The comparative governance of
social issues. Strategic Management Journal, 40(4): 476-502.

Luo, J., Kaul, A., & Seo, H. 2018. Winning us with trifles: Adverse selection in the use of
philanthropy as insurance. Strategic Management Journal, 39(10): 2591-617.

Mackey, A., Mackey, T. B., & Barney, J. B. 2007. Corporate social responsibility and firm
performance: Investor preferences and corporate strategies. Academy of Manage-
ment Review, 32(3): 817-35.

Mahoney, J. T. 2012. Towards a stakeholder theory of strategic management. In J. E. R.
Costa & J. M. R. Marti (Eds.), Towards a new theory of the firm: Humanizing the firm
and the management profession: 153-74. Bilbao, Spain: Fundacién BBVA.

Mahoney, J. T. 2023. Corporate personhood and fiduciary duties as critical constructs in
developing stakeholder management theory and corporate purpose. Strategy Science,
8(2): 212-20.

Mahoney, J. T., McGahan, A. M., & Pitelis, C. N. 2009. The interdependence of private and
public interests. Organization Science, 20(6): 1034-52.

Mahoney, J. T., & Qian, L. 2013. Market frictions as building blocks of an organizational
economics approach to strategic management. Strategic Management Journal,
34(9): 1019-41.

Markman, G. D., & Krause, D. 2016. Theory building surrounding sustainable supply chain
management: Assessing what we know, exploring where to go. Journal of Supply
Chain Management, 52(2): 3-10.

Markman, G. D., Waldron, T. L., Gianiodis, P. T., & Espina, M. 1. 2019. E pluribus unum:
Impact entrepreneurship as a solution to grand challenges. Academy of Management
Perspectives, 33(4): 371-82.

Marquis, C. 2020. Better business: How the B Corp movement is remaking capitalism. New
Haven, CT: Yale University Press.

Marquis, C., & Battilana, J. 2009. Acting globally but thinking locally? The enduring
influence of local communities on organizations. Research in Organizational Behav-
ior, 29: 283-302.

Marquis, C., & Qian, C. 2014. Corporate social responsibility reporting in China: Symbol or
substance? Organization Science, 25: 127-48.

McEvily, B., Perrone, V., & Zaheer, A. 2003. Trust as an organizing principle. Organization
Science, 14(1): 91-103.

McGahan, A. M. 2021. Integrating insights from the resource-based view of the firm into the
new stakeholder theory. Journal of Management, 47(7): 1734-56.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

THE NORMATIVE CORE OF RELATIONAL STAKEHOLDER STRATEGIES 41

McGahan, A. M., & Pongeluppe, L. S. 2023. There is no planet B: Stakeholder governance
that aligns incentives to preserve the Amazon rainforest. Management Science,
69(12): 7860-81.

Mesquita, L. F., Anand, J., & Brush, T. H. 2008. Comparing the resource-based and
relational views: Knowledge transfer and spillover in vertical alliances. Strategic
Management Journal, 29: 913-41.

Miles, M. B., & Huberman, A. M. 1994. Qualitative data analysis: An expanded sourcebook.
Thousand Oaks, CA: Sage.

Miller, G. J. 1992. Managerial dilemmas. Cambridge: Cambridge University Press.

Morgan, J., & Tumlinson, J. 2019. Corporate provision of public goods. Management
Science, 65(10): 4489-504.

Nardi, L. 2022. The corporate social responsibility premium as an enabler of substantive
CSR. Academy of Management Review, 47(2): 282-308.

Nasalay, R., Pongeluppe, L. S., & Light, D. 2015. The hidden pitfalls of inclusive innovation.
Stanford Social Innovation Review, 13(1): 48-53.

Nicholls, A. 2009. “We do good things, don’t we?”: “Blended Value Accounting” in social
entrepreneurship. Accounting, Organizations and Society, 34(6): 755-69.

Odziemkowska, K., & Dorobantu, S. 2021. Contracting beyond the market. Organization
Science, 32(3): 776-803.

Ostrom, E. 1990. Governing the commons: The evolution of institutions for collective action.
Cambridge: Cambridge University Press.

Packard, M. D., Clark, B. B., & Klein, P. G. 2017. Uncertainty types and transitions in the
entrepreneurial process. Organization Science, 28(5): 840-56.

Perez-Batres, L. A., Doh, J. P., Miller, V. V., & Pisani, M. J. 2012. Stakeholder pressures as
determinants of CSR strategic choice: Why do firms choose symbolic versus
substantive self-regulatory codes of conduct? Journal of Business Ethics, 110(2):
157-72.

Porter, M. E., & Kramer, M. R. 2011. Creating shared value. Harvard Business Review,
January—February: 62-77.

Prahalad, C. K. 2004. The fortune at the bottom of the pyramid. Upper Saddle River, NJ:
Pearson.

Pratt, M. G. 2000. The good, the bad, and the ambivalent: Managing identification among
Amway distributors. Administrative Science Quarterly, 45: 456-93.

Pratt, M. G. 2009. From the editors: For the lack of a boilerplate: Tips on writing up (and
reviewing) qualitative research. Academy of Management Journal, 52(5): 856-62.

Pratt, M. G., Kaplan, S., & Whittington, R. 2019. Editorial Essay: The tumult over trans-
parency: Decoupling transparency from replication in establishing trustworthy qual-
itative research. Administrative Science Quarterly, 65(1): 1-19.

Pratt, M. G., & Kim, N. (Eds.). 2012. Designing for drift: Planning ethnographic qualitative
research on groups. New York: Routledge.

Quelin, B. V., Kivleniece, 1., & Lazzarini, S. G. 2017. Public-private collaboration, hybridity
and social value: Towards new theoretical perspectives. Journal of Management
Studies, 54(6): 763-92.

Rangan, S. 2018. Introduction: capitalism beyond mutuality? In S. Rangan (Ed.), Capitalism
beyond mutuality? Perspectives integrating philosophy and social science: 1-24.
Oxford: Oxford University Press.

Renard, M. C. 2003. Fair trade: quality, market and conventions. Journal of Rural Studies,
19(1): 87-96.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://doi.org/10.1017/beq.2025.3

42 BuUSsINESS ETHICS QUARTERLY

Saldafia, J. 2009. The coding manual for qualitative researchers. London: SAGE.

Santos, F. 2012. A positive theory of social entrepreneurship. Journal of Business Ethics,
111(3): 335-51.

Sendin, T. 2013. Gestio de desempenho ndo € rotular funciondrios. Exame, December 13.
https://exame.com/carreira/gestao-de-desempenho/.

Seo, H., Luo, J., & Kaul, A. 2021. Giving a little to many or a lot to a few? The returns to
variety in corporate philanthropy. Strategic Management Journal, 42(9): 1734-64.

Siggelkow, N. 2007. Persuasion with case studies. Academy of Management Journal, S0(1):
20-24.

Singer, A. A. 2018. The form of the firm: A normative political theory of the corporation.
Oxford: Oxford University Press.

Soundararajan, V., Brown, J., & Wicks, A. 2019. Can multi-stakeholder initiatives improve
global supply chains? Improving deliberative capacity with a stakeholder orientation.
Business Ethics Quarterly, 29(3): 385-412.

Stout, L. 2012. The shareholder value myth. San Francisco: Berrett-Koehler.

Su, Y., & Cook, M. L. 2015. Price stability and economic sustainability—achievable goals? A
case study of Organic Valley. American Journal of Agricultural Economics, 97(2):
635-51.

Teodorovicz, T., Lazzarini, S. G., Cabral, S., & McGahan, A. M. 2024. Investing in general
human capital as a relational strategy: Evidence on flexible arrangement with con-
tract workers. Strategic Management Journal. 45(5): 902-38.

Tirole, J. 2017. Economics for the common good. Princeton, NJ: Princeton University Press.

Uzzi, B. 1997. Social structure and competition in interfirm networks: The paradox of
embeddedness. Administrative Science Quarterly, 42(1): 35-67.

Vasudeva, G., & Teegen, H. 2011. Why do private firms invest in public goods? In A.
Marcus, P. Shrivastava, S. Sharma, & S. Pogutz (Eds.), Cross-sector leadership for
the green economy: 263-76. New York: Palgrave Macmillan.

Weitzner, D., & Deutsch, Y. 2019. Why the time has come to retire instrumental stakeholder
theory. Academy of Management Review, 44(3): 694-98.

Williamson, O. E. 1985. The economic institutions of capitalism. New York: Free Press.

Yin, R. K. 1981. The case study crisis: Some answers. Administrative Science Quarterly,
26(1): 58-65.

Zhang, Y., Wang, H., & Zhou, X. 2020. Dare to be different? Conformity vs. differentiation
in corporate social activities of Chinese firms and market responses. Academy of
Management Journal, 63(3): 717-42.

SERGIO G. LAazzARINI is the Chafi Haddad Professor of Management at Insper. He studies the
strategy and governance of organizations pursuing social impact, which encompass diverse
actors such as impact-oriented firms, public (state-owned) organizations, and public-private
collaborations. He has a PhD from Washington University in St. Louis and previously worked
as a professor of Sustainability and Strategy at the Ivey Business School, Western University.

DIrk M. BOEHE is a professor of strategic management at Africa Business School (ABS) in
Morocco. Prior to joining ABS, he held full-time faculty positions at Massey University in
New Zealand, the University of Adelaide in Australia, Insper in Brazil, and the University of
Fortaleza in Brazil. His current research focuses on sustainability strategies and business
models centered on sustainability, with a particular emphasis on African countries.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


https://exame.com/carreira/gestao-de-desempenho/
https://doi.org/10.1017/beq.2025.3

THE NORMATIVE CORE OF RELATIONAL STAKEHOLDER STRATEGIES 43

LEANDRO S. PONGELUPPE (pongelup@upenn.edu, corresponding author) is a socio-
environmental impact specialist and an assistant professor at the Wharton School, University
of Pennsylvania. Leandro holds a PhD from the Rotman School of Management, University
of Toronto. His primary research interests are related to stakeholder management and
socioeconomic development. Particularly, Leandro is interested in understanding how orga-
nizations’ design and governance affect the achievement of the United Nations’ Sustainable
Development Goals, such as poverty alleviation, environmental conservation, and health
care.

MicHAEL L. Coox is the Robert D. Partridge Endowed Professor in Cooperative Leadership
in the Division of Applied Social Sciences at the University of Missouri-Columbia. His
research activities include work in over 60 countries and 100 published works. Dr. Cook is a
Senior Fellow with the Contracting and Organizations Research Institute (CORI) at MU. His
primary research addresses the ownership costs of vaguely defined property rights in patron-
owned and controlled enterprises. In May 2012, Cook was inducted into the Cooperative
Hall of Fame at the National Press Club and in 2015 he received the Frederick B. Mumford
Outstanding Faculty Award.

This is an Open Access article, distributed under the terms of the Creative Commons Attribution
licence (https://creativecommons.org/licenses/by/4.0/), which permits unrestricted re-use, distribution, and
reproduction in any medium, provided the original work is properly cited.

https://doi.org/10.1017/beq.2025.3 Published online by Cambridge University Press


mailto:pongelup@upenn.edu
https://creativecommons.org/licenses/by/4.0/
https://doi.org/10.1017/beq.2025.3

	The Normative Core of Relational Stakeholder Strategies: Explaining Open Buyer-Supplier Relations in the Context of the Amazon Rainforest
	THEORETICAL BACKGROUND
	Strategic Stakeholder Relations as a Nexus of Externalities
	Instrumental Stakeholder Relations
	Normative Stakeholder Relations

	METHOD AND DATA COLLECTION
	Methods
	Data Collection
	Phases
	Open-ended Interviews
	Overt Participant Observation
	Archival Data

	Analysis

	NATURA’S OPEN RELATIONAL MODEL: STRUCTURE
	Balanced Performance Objectives
	Nonexclusive Engagement with Suppliers
	Legitimacy Building
	Market-spanning Rent Creation and Sharing

	INSTRUMENTAL ARGUMENTS FOR NATURA’S OPEN RELATIONAL MODEL: KEY FINDINGS
	THE ROLE AND IMPLEMENTATION OF THE NORMATIVE CORE IN NATURA’S OPEN RELATIONAL MODEL: KEY FINDINGS
	The Normative Core of Natura’s Open Relational Strategy
	Building and Leveraging Natura’s Normative Core
	Individual Level
	Organizational Level
	Contextual Level

	DISCUSSION AND CONCLUSION
	The Entangled Instrumental and Normative Stakeholder Views
	Advancing the Understanding of How the Instrumental and Normative Arguments Are Complementary
	The Critical Role of Shareholders
	Opportunities for Future Advances

	Acknowledgements
	REFERENCES


