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Abstract

This paper introduces a new typology and associated measure of social and environmental mission integration (SEMI) by
conceptually framing a feature of hybrid organizations—the degree of integration of their revenue model and social-envi-
ronmental mission. The SEMI measure is illustrated using a hand-collected sample of 256 North American Certified B
Corporations. We explore the heterogeneity of SEMI scores by identifying external-facing correlates and demonstrate non-
congruence with Certified B Corporation’s audit results. Overall, our findings advance existing knowledge of these hybrid
organizations and how they balance their social-environmental missions with their economic objectives.

Keywords B Corps - Business models - Hybrid organizations - Social and environmental index - Typology - Voluntary

audits

Abbreviations
B Corp Certified B corporation

S&E Social and environmental
SEMI  Social-environmental mission integration
Introduction

Hybrid organizations combine activities, structures, pro-
cesses, meanings, and organizational forms from differ-
ent fields (Battilana and Lee 2014; Jay 2013) and are thus
guided by multiple institutional logics (e.g., state, profes-
sional, community, or religious logics) (Thornton et al.
2012). They represent a large and diverse constituency of
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contexts and forms—public, non-profit, private, and other
emerging forms—that engage in a wide range of economic
and non-economic missions (Austin et al. 2006; Battilana
and Lee 2014). For example, hybrid organizations can range
from innovative start-ups that seek to address the grand
challenges of society, to larger ventures that simply wish to
provide a better environment for their workers, contribute
to their communities, or lessen their environmental foot-
print (Doherty et al. 2014). Yet hybrid organizations are
often faced with multiple and conflicting tensions arising
from their organizational form (Davies and Doherty 2018;
Doherty et al. 2014; Ebrahim et al. 2014; Haigh et al. 2015;
McMullen and Warnick 2016).

One important tension facing some hybrids is the integra-
tion of social and environmental (S&E) missions with com-
mercial missions (Emerson 2003; Santos et al. 2015). Many
hybrid organizations face a challenge in choosing business
models that tradeoff S&E objectives with profits for their
owners. This challenge can be experienced differently in
hybrids based on the degree to which their S&E missions are
integrated with their commercial missions. Hybrid organiza-
tions are very heterogeneous (Battilana et al. 2012), as are
the business models they utilize (Thompson and MacMillan
2010; Zott and Amit 2007, 2008, 2010). Even with the pre-
sent article’s focus on commercial organizations that have
a social or environmental mission, diversity among these
organizations is pronounced and we still know relatively
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little about the degree of integration of their business mod-
els that encapsulate these tradeoffs.

Attempts to categorize hybrid contexts may be one way
of tackling such heterogeneity, revealing new underlying
structures. The value of typologies has been recognized
in some recent work on hybrid organizations (Dyllick and
Muff 2016; Ebrahim et al. 2014; Jaeger-Erben et al. 2015;
Peredo et al. 2017; Tracey and Stott 2017; Wilson and Post
2013; Zahra et al. 2009). Yet business model typologies of
hybrids are likely to be especially valuable in environments
where the nature of hybrid businesses is often hidden to
internal and external stakeholders (Lautermann 2013). In
such cases, the identification of different types can facilitate
a clearer understanding of who hybrids are and what they do.
For example, in an important recent contribution, Ebrahim
et al. (2014) proposed a two-category typology comprising
‘integrated’ and ‘differentiated’ types. The former has social
missions that are integrated with their revenue models, while
the latter has social missions that are separable from their
revenue models. Ebrahim et al. (2014) explored what forms
of governance are relevant for each type of hybrid, to help
them avoid ‘mission drift’ and sustain their existence.

The present article extends this work by noting that the
two types proposed by Ebrahim et al. (2014) occupy the end
points of an underlying continuum of business model inte-
gration. What is missing is an intermediate position, occu-
pied by business models which are ‘partially’ integrated. We
argue (and find evidence to support the notion) that there
are numerous commercial organizations that have a social
or environmental mission, and which are not purely inte-
grated or differentiated. Thus, one contribution of this paper
is to propose a three-type typology, comprising ‘integrated,’
‘partially integrated,” and ‘differentiated’ types. We contend
that this makes for a more complete typology which better
characterizes the hybrid space.

In fact, this extended typology is just one of several con-
tributions made by the present paper. A second contribution
is the development of an empirically operational measure,
which corresponds to the three types identified in the new
typology. Specifically, we develop a novel Social and Envi-
ronmental Mission Integration (SEMI) index to assess the
degree of integration of a hybrid organization’s S&E mis-
sion with its revenue model. As a third contribution, we
provide an empirical illustration of this index by calculating
SEMI values for a specific sample of hybrid organizations:
B Corps. While not a truly comprehensive or representa-
tive sample of hybrids, B Corps are an increasingly visible
subgroup of hybrid organizations (Gehman and Grimes
2016; Moroz et al. 2018; Wilson and Post 2013). This sam-
ple frame provides a consistent basis for sampling firms,
since it comprises only those firms viewed as pursuing both
profit and purpose (hybrid activities). At the same time, it
also comprehends considerable heterogeneity of the S&E
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configurations observed, in terms of company size, age, and
industry sectors.

Fourth, after describing the hand-collected sample of
246 B Corps and coding methods, we report SEMI index
values and perform an econometric analysis of covariates
that are related to them—including B Lab’s audit ‘B scores.’
This generates a rich set of novel findings that we go on to
interpret and discuss in the closing section of this article.
We believe that this may help scholars to better understand
hybrid activities by bringing further attention to the com-
plexity involved with how hybrids distinguish themselves
from competitors regarding their own ethical and/or compet-
itive positioning (Mufioz and Kimmitt 2018). For instance,
our findings seem to indicate that developing integrated S&E
and economic missions may be difficult, and that B Corp
certification may be an appealing alternative way of sign-
aling legitimacy and reputation to important stakeholders.

The paper proceeds as follows. First, we briefly review
prior literature on hybrid organizations and business models
and introduce our typology. We then describe the sample of
B Corps, the coding and construction of the SEMI index,
and the estimation methodology. Next, we present the results
about the frequency of SEMI values and variables associated
with them. Finally, we provide a discussion of the typology
and empirical findings and draw out implications for schol-
ars working in the field.

Hybrid Organizations, Business Models,
and a Typology

Hybrid Organizations

Hybrid organizations that engage in S&E missions make a
unique identity claim (Zuckerman 1999): to generate both
economic returns for owners and non-economic returns for
stakeholders and owners (Santos 2012). Research has shown
that tensions may manifest across individual, organizational,
and environmental levels from the operation of dissonant,
paradoxical, or conflicting functions or activities (Doherty
et al. 2014; Thornton et al. 2012). For example, tensions
may arise from mission drift, governance strain, competing
demands from different stakeholders, difficulties in scal-
ing, and limited exit opportunities (Battilana and Lee 2014;
Ebrahim et al. 2014; Haigh and Hoffman 2012; Mair et al.
2015; Pache and Santos 2013; Negro et al. 2010).
Numerous studies discuss the relevance of hybridity to
the fields of social enterprise (Doherty et al. 2014), social
entrepreneurship (Dacin et al. 2010), social change (Hoff-
man et al. 2012; Kolk and Lenfant 2016), and economics
(Ménard 2004). Researchers across this disciplinary spec-
trum have surfaced numerous interesting questions relat-
ing to characteristics of hybrid types, their legitimacy, and
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competitive advantage (Dart 2004; Markides and Charitou
2004; O’Neil and Ucbasaran 2016)—as well as new organi-
zational and legal forms suitable for hybrid organizing
(Hiller 2013; Wilson and Post 2013).

The boundary spanning activities of hybrids mean that
the business models they employ may not conform well with
known venture categories (Durand and Paolella 2013; Hahn
and Ince 2016; Rawhouser et al. 2015; Paolella and Durand
2016). One pressing question is whether hybridity can be
unpacked into more specific types (Corbett and Katz 2017,
Weick 2012) and how each of these types adopt strategies to
overcome the challenges of creating S&E impact as ‘ends,’
while still pursuing profits as ‘means’—or vice versa.

Hybrid Organization Typologies and Business
Models

Typologies are an important method for understanding,
defining, and explaining the nature of organizational phe-
nomena by modeling observations about forms, behaviors,
and processes (Doty and Glick 1994). They can play a sig-
nificant role in examining the causal relationships between
an organization’s structure, strategy, context, and environ-
mental consistency (Fiss 2011). The term ‘typology’ refers
to “conceptually derived interrelated sets of ideal types...
each of which represent a unique combination of the organi-
zational attributes that are believed to determine the relevant
outcome(s)” (Doty and Glick 1994, p. 232). As such, typolo-
gies are a critical tool in theory development, but are not
always theory in and of itself (Bacharach 1989). Typolo-
gies also differ from the term ‘classification,” which consists
of discrete sets that are clear and mutually exclusive. They
align more closely with the term ‘category’ in that audiences
often reduce the complexity of organizations into recogniza-
ble or prototypical attributes to make judgements about their
membership and to bring order to organizational existence,
legitimacy, and interactions within the market place (Durand
and Khaire 2017).

In contrast, prior literature on hybrids has paid less atten-
tion to the role of business models in differentiating hybrids
into ideal types based on observable attributes. According
to Teece (2010, p. 179), “a business model articulates the
logic, the data, and other evidence that support a value prop-
osition for the customer, and a viable structure of revenues
and costs for the enterprise delivering that value. In short,
it’s about the benefit the enterprise will deliver to custom-
ers, how it will organize to do so, and how it will capture
a portion of the value that it delivers.” That is, business
models can help articulate how value—both economic and
non-economic—is created and delivered to audiences when
complex demands are placed upon a firm, such as a hybrid
organization (Paolella and Durand 2016). Thus, business
models could directly articulate how hybrid organizations

manage the tradeoffs between economic (i.e., revenue) and
non-economic (e.g., S&E) missions. In view of the chal-
lenges hybrids face in managing these tradeoffs, they would
seem to be an ideal basis for framing a typology.

A Comprehensive Business Model-Based Typology
of Hybrid Organizations

As explained earlier, the degree to which the S&E mission
is integrated or separable from the financial mission of an
organization varies substantially across organizations. To
make some sense of this heterogeneity, Ebrahim et al. (2014)
proposed a simple binary distinction: one type of organiza-
tions has ‘integrated’ social missions, while the other has
‘differentiated’ social missions. One can imagine these two
types being situated at extreme ends of an underlying con-
tinuum registering different degrees of integration of social
and financial missions. This paper adds to the two types of
Ebrahim et al. (2014) a third type which lies in an interme-
diate position on the continuum, and which we connote as
‘partially integrated.” Consider now each of these types in
turn.

First, if the revenue model clearly drives the S&E
mission(s) and is inseparable from a hybrid’s revenue model,
making the business model dependent upon the mission(s),
it may be classified as integrated. Integrated hybrids can
be identified by answering the question: ‘when considering
what value is created, how it is created and who it is created
for, is the value proposition of the business model clearly
driven by the dependence of the revenue model upon the
S&E mission?’ If yes, then it would be an integrated hybrid.
According to Durand and Paolella (2013, p. 1101), “audi-
ences navigate better across markets and social worlds when
categories are clearly marked and unambiguous.” Indeed,
prior evidence has found that audiences penalize firms with
ambiguous identities (Hsu et al. 2009; Negro and Leung
2013). Thus, an integrated business model may preclude the
need for audiences to actively search for signals pertaining
to a hybrid’s S&E goals, as the questions why, how, and
for whom value is created is revealed through an integrated
business model. This may help to confer distinctiveness on
the firm as audiences may easily place it within a single cat-
egory: they do not need to expend time themselves calibrat-
ing social impact as the business model itself reveals many
of its hidden characteristics (Dobrev et al. 2001; Hannan
et al. 2007).

For example, Colorado-based Namasté Solar creates
benefits for customers who seek to develop and utilize sus-
tainable energy sources. The business model of this hybrid
would simply not exist without the S&E mission: the two
are bound up together and inseparable from each other.
New York-based Greyston Bakery affords another exam-
ple. The value proposition of this hybrid is that it generates
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employment opportunities for disadvantaged populations.
This mission is integrated into the operations of its business
and is observed by the customers who patronize it. Hence,
Greyston Bakery’s revenue model cannot be detached from
its S&E activities. Thus, Greyston Bakery and Namasté
Solar are both integrated hybrid types. They both clearly
signal the dependence of the revenue model upon the S&E
mission of the business model when articulating what value
is created, how it is created, and for whom is it created.

Second, a partially integrated category is one where the
hybrid’s S&E efforts are clearly aligned with the revenue
model, but the revenue model is not dependent upon the
S&E mission(s). Partially integrated hybrids can be iden-
tified by answering the question: ‘when considering what
value is created, how it is created and who it is created for, is
the value proposition of the business model enhanced by an
alignment with the revenue model and the S&E mission(s)
but the revenue model is not dependent upon the S&E
mission(s)?” If yes, then it is a partially integrated hybrid.
In this case, while the hybrid’s identity may benefit from the
alignment of revenue model and mission, they may yet be
perceived as constituting two separable value propositions,
potentially signaling more than one identity to audiences. As
the revenue model is aligned with, but not obviously directly
related to the S&E mission, the S&E efforts must be defined
using accepted norms, routines, and strategies that audiences
and institutions will identify with their own value systems
as ‘real’ characteristics (Durand and McGuire 2005; Porac
et al. 1995; Vergne and Wry 2014).

Examples of the partially integrated business model
type include TheGreenOffice.com, which is an office equip-
ment provider that also researches and ranks the sustain-
able production value of various office equipment products.
While bundling the sustainability of furniture supply chains
with furniture sales is important to some customers and
enhances the value of the economic activities, the company
does not only sell sustainable furniture. Thus, the economic
and non-economic value propositions may be aligned to
recombine resources and create more value (office furni-
ture seller +ranking of sustainable furniture supply chains);
but they are ultimately separable from each other. Another
example is North Carolina-based Rain Water Solutions. This
company manufactures above- and below-ground rainwa-
ter harvesting systems and features a 65-gallon rain barrel
design made from recycled plastics. Through the produc-
tion and sale of their products, they also engage with clients
on water quality and conservation issues. Obviously, water
conservation aligns well with the production of rainwater
harvesting equipment and adds to its overall value; yet the
business model can in principle survive the removal, or
dilution, of the S&E component and still be viable. Once
again, the primary economic value proposition of the busi-
ness model is providing solutions to storm water runoff;
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the storage product is stand-alone. It is conceivable that the
company could produce rainwater harvesting systems with-
out any S&E mission beyond its commercial activities.

Third, a non-integrated (or ‘differentiated’) category is
one where the revenue model is not aligned with, and is
independent of, the S&E mission(s). Non-integrated hybrids
can be identified by answering the question: ‘when consid-
ering what value is created, how it is created and who it is
created for, is the value proposition of the business model
independent of and unaligned with the S&E mission(s)?” If
yes, then the hybrid falls into the non-integrated category.
While the efforts of a non-integrated category do appear to
be socially beneficial, the various missions are independent
of and not substantially or obviously aligned with their rev-
enue model in a way that coherently illuminates what value
is being created, who exactly value is being created for, and
how it is being created.

For example, California-based Fireclay Tile is a company
devoted to making beautiful and durable handmade high-
quality tiles ‘with soul’ to drive their revenue model. Fire-
clay Tile also seeks to be a ‘better’ company by: donating
1% to a different charity partner every year; using recycled
goods whenever possible; operating with financial transpar-
ency for all team members; and eliminating commissions
to instead incorporate a ‘fairer’ company-wide bonus plan.
While these efforts would certainly appear to be benefi-
cial, the various S&E missions are independent of and not
clearly aligned with their revenue model. That is, one need
not design and sell tiles to donate to charities or recycle—or
vice versa. Also fitting into this category are organizations
whose CSR efforts are simply ‘bolted on’ to their business
(Laufer 2003).

In principle, it is straightforward for a researcher to
inspect the business model of a given organization and
assign it to one of the three categories described above. We
now go on to perform such a task for a specific sample of
organizations, described next.

Data and Methods

To illustrate our hybrid business model typology empirically,
we study a specific subset of hybrid organizations—Certi-
fied B Corporations (B Corps). B Lab is a U.S. not-for-profit
organization that acts as a third-party external auditor of
social and environmental reporting (André 2012). It grants
the designation of ‘Certified B Corporation’ to organizations
worldwide which meet or exceed B Lab’s standards. B Lab
aspires to be a catalyst for corporate-directed social change
and a resource for organizations that support its mantra ‘to
redefine success in business’ (Reiser 2011). To this end, the
B Lab certification and the B Lab audit, called the ‘B assess-
ment,” provides an independent, public ‘B score’ that ranges
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from a minimum certification threshold of 80 to a maximum
of 200. The B score is derived from impact measurements
taken across four different categories: Environment, Work-
ers, Community, and Governance. B Lab claims that behind
their B Corporation certification is a framework that helps
leaders of organizations improve aspects of governance and
employee engagement, to have a more positive impact on the
local and global community and environment.

Even a cursory scan of the organizations within the B
Corp category reveals a wide variety of industries, busi-
ness models, and S&E activities. Given this variety, we sus-
pect that the relationship between B Corps’ S&E activities
and their revenue models will vary. For example, some B
Corps, such as Lunapads—natural feminine care products
that divert other non-recyclable products from landfills and
that supports women globally by providing access to sani-
tary products for those in need—may have revenue models
that are dependent on and directly benefit the target of their
S&E mission. Alternatively, B Corps, such as Uncommon
Goods—an online artisan and craft boutique that provides
back stories of all the craftspeople and allows customers
to donate to a non-profit organization of their choice with
each purchase—seems to have a revenue model that does
not directly benefit the mission and is separable from its
S&E efforts.

In what follows, we first describe the sample and explain
how firms are assigned to one of the three types. We then
define a dependent variable and several explanatory vari-
ables, which are used to relate those types to firm-level
characteristics, to shed light on the factors associated with
different degrees of business model integration.

Sample

Between August 2014 and August 2015, the authors con-
tacted all 918 of the then-certified privately held B Corps in
North America by telephone to determine their willingness
to participate in a research study. Following a pilot study
involving C-level managers (either chief executive officer,
chief financial officer or chief operational officer) at ten
well-known B Corps, the research team developed an infor-
mational video and project webpage, which described the
essence of the research project. This was emailed to a CEO,
CFO, or COO in every North American B Corp during the
data collection period, along with a link to a 10-min survey.
The survey included questions on contact information, years
in business, industry sector, fiscal year end, currency used to
present financial results, revenue data from the most recent
4 years, and employee figures for the most recent 4 years
(2011-2014). A total of 35 C-level executives requested a
telephone conversation prior to filling out the survey. The
phone conversations ranged in time from 30 to 90 min in
length.

In total, 140 survey responses were received from the first
wave of requests. Five months later we sent out a second
wave to those who had not responded to the first request. We
received 116 surveys on the second pass with 14 telephone
conversation requests. In total, we elicited responses from
256 B Corps (hereafter called ‘firms’), giving a response rate
of nearly 28%. Of the respondents, 85% (n=218) were based
in the United States, 13% (n=34) were based in Canada, and
the remaining 2% (n=4) were in Mexico.

The database was supplemented with the audited B Lab
scores (‘B scores’ hereafter) for each firm, taken directly
from B Lab’s website https://www.bcorporation.net/. Since
2012, B scores have been calculated as the sum of four
major components: Governance, Worker, Environmental,
and Community. We also gathered data on the year each
firm was certified as a B Corp, geographical location and
organizational form. Each organization was classified either
as a ‘benefit corporation,” a corporation, a limited liability
company, a limited partnership, or ‘other.” In the sample,
only 6% of respondents were registered as benefit corpora-
tions. Once the data were gathered it was collated, checked,
and cleaned by a supervised research assistant and prepared
for statistical analysis.

Assigning Types and the Dependent Variable SEMI

Assignment of each B Corp to one of the three types took
four months and involved the participation of all three mem-
bers of the author team. Three sessions were conducted in
which the independent researchers reviewed the B Lab
pages, direct company web pages, and linked content on
each of the 256 firms identified in the sample. As the sam-
pling technique was pre-determined by the organizations that
responded to the survey, and the coding protocols limited to
conformity with the three questions given in the next sec-
tion, coding analysis kits (such as Atlas.ti) were deemed
inappropriate. This content analysis technique thus allowed
for each researcher to engage the parameters provided by
our business model typology to sort each company into
an ‘ideal type’; the approach was evaluative, not inductive
(Thomas 2006). Regarding the clarification and reliabil-
ity of the typology constructs and team coding processes
(see Saldana 2009), on the first pass there were only 4%
(11 cases) where the coders all disagreed on the categoriza-
tions and 29% (75 cases) where only two coders disagreed.
The second round of coding was done by having each coder
produce an argument for their categorization, leading to a
‘stick to your guns,’ or ‘concede’ outcome. Of these, only
35 were left unresolved, leading to a third round of coding
which involved oral discussion and presentation of evidence
by each researcher, ultimately leading to accord on the cat-
egorization of the variable against the entire data set in full
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agreement with the constant comparison approach (Glaser
1965).

To map types into firm characteristics, a dependent vari-
able called ‘SEMI score’ was constructed by coding values
of 0, 1, and 2 to firms with non-integrated, partially inte-
grated, and integrated hybrid business models, respectively.
Hence, higher values of the SEMI score correspond to S&E
missions that are more integrated/aligned with the revenue
model.

Explanatory Variables

The empirical exercise not only reports frequencies for each
SEMI type, but also seeks to predict SEMI scores using
firm-level characteristics. The explanatory variables used
for this purpose are detailed below.

First, we measured firms’ latest B scores prior to the
completion of the data collection exercise, and their disag-
gregated component scores under the Workers, Governance,
Environment, and Community categories. These data were
extracted from the bcorporation.net website. The purpose
of regressing the SEMI scores on these independent vari-
ables is to explore the relationship between them and to
gauge the extent to which the SEMI is capturing something
distinct from B scores. Second, we obtained, directly from
the firms, survey data on the age of the firm in 2015, the
industry sector of the firm, prior revenue and employment
growth rates of the firm, and whether the firm was a benefit
corporation. Industry dummies were coded by a research
assistant and verified independently by the authors. The most
frequently occurring industry sectors were ‘Consulting, HR
and Marketing Services’ (23%); ‘Food and Drink’ (19%);
‘IT, Software and Web Design’ (12%); ‘Financial Services’
(12%); and ‘Light Manufacturing, Crafts and Apparel’
(11%). Third, other independent variables include whether
the firm was based outside the US; the year the firm was
certified (centered on 2000); and the age of the firm when
it became certified.

Knowing how these independent variables are related to
the dependent variable holds out the promise of deepening
scholarly understanding of which types of enterprise are
most likely, within a given context, to select an integrated
business model. Insights of this kind can in principle extend
and enhance existing efforts to categorize firms, by augment-
ing first- and third-party category claims with a valuable
new source of information. For example, if there is a high
correlation between the SEMI and B scores, one may infer
that B scores already capture a large amount of social mis-
sion integration content. But if on the other hand the cor-
relation is modest, then the two values are capturing largely
different outcomes, enhancing the information content of
the SEMI measure.
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Table 1 presents a summary of the descriptive statistics,
and Table 2 presents the correlation matrix. Table 1 reveals
that the modal SEMI category, accounting for 63% of cases,
is 0. This striking result suggests that integrated models are
not the norm, even among B Corps. Most B Corps, it seems,
have sought and obtained B Lab certification yet possess
S&E missions which are not even aligned with, or related to,
their primary business practices. Only 25% of B Corps have
integrated business models, with the remaining 12% having
partially integrated business models.

Table 1 also summarizes information about the B scores
of the firms in the sample. The minimum B score is 80, as
stipulated by B Lab; the sample mean is nearly 30 points
above this threshold. The B Governance score has the lowest
sample mean and the B Community has the highest sample
mean of the various B score components. The mean firm age
is just under 13 years, though this hides a lot of variation:
one firm is as old as 67 years, seeking B Lab certification
long after its foundation. The firms in the sample demon-
strate robust annual revenue and employment growth rates
of 27% and 17%, respectively. Some 84% of them are based
in the USA; only 6% of them incorporated using the legal
form ‘benefit corporation.’

Table 2 presents pairwise correlation coefficients. It can
be seen at once that the correlation between SEMI values
and B scores is positive and statistically significant. Yet at
0.25, it is moderate in size, suggesting that the two vari-
ables are capturing distinct outcomes. A similar correlation
coefficient is found between SEMI and B Env (the envi-
ronmental component of the B score), suggesting that B
Corps which score highly on the environment component
of their B Lab audit tend to have more integrated business
models—compared with B Corps which score highly on
other components of the audit. There is no significant cor-
relation between SEMI and firm growth measures, which
is perhaps not too surprising since financial performance
outcomes should not necessarily depend on SEMI. Younger
firms, and those found in some industry sectors like educa-
tion and light manufacturing, also tend to have higher SEMI
values on average. Most of the other correlation coefficients
are numerically small, apart (unsurprisingly) from the indi-
vidual components of the B scores with the overall B score;
and ‘year certified” with B score: newer B Corps tend to
have lower B scores on average. There are no indications of
collinearity between the variables used in our econometric
specifications, which are described next.

Econometric Methods

Our conceptual analysis conceived of an underlying contin-
uum of business model integration, on which three discrete
types are located. The empirical counterpart to this concep-
tual framework is a discrete dependent variable, SEMI, taking
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Table 1 Descriptive statistics

Variable Description N Mean %

0 1 2
SEMI SEMI score 248 0.62 0.63 0.12 0.25
Ben-C Whether a benefit corporation 249 0.06
Non-US Whether based outside USA 249 0.16
1(Con) Industry: consulting, HR or Marketing 249 0.23
1dT) Industry: IT, software or web design 249 0.12
I(Man) Industry: light manuf., crafts or apparel 249 0.11
I(Fin) Industry: financial services 249 0.12
I(Ed) Industry: education 249 0.03
I(Arch) Industry: architecture/construction 249 0.05
I(He) Industry: health/fitness, beauty/personal care 249 0.04
I(Re) Industry: real estate, workspaces 249 0.04

SD Min Max
B Score B Lab latest overall B score 310 108.21 21.77 80.00 174.16
B Gov B Lab latest governance component score 306 15.36 6.39 0.00 58.65
B Wor B Lab latest worker component score 270 25.47 7.31 0.00 61.00
B Env B Lab latest environment component score 310 21.19 17.23 0.00 83.18
B Com B Lab latest community component score 310 41.32 21.21 0.00 106.00
Age Age of the firm in 2015 249 12.68 11.49 1.00 67.00
Rev-Gr Revenue growth rate over previous year 158 0.27 0.56 —-3.00 4.97
Emp-Gr Employment growth rate over previous year 165 0.17 0.33 —-1.39 2.08
Year-C Year certified minus 2000 126 12.55 1.19 10.00 15.00

N is the number of firms; SD is the standard deviation

values 0, 1, and 2 that correspond to firms coded as non-inte-
grated, partially integrated, and integrated. These three discrete
values can be placed on an underlying, unmeasured empirical
continuum of business model integration. Since the three dis-
crete values of SEMI are ordered, the appropriate econometric
model is an ordered probit (Greene 2012).

Ordered probit is a discrete-dependent variable econo-
metric model, not a regression. The dependent variable in a
traditional regression model is a continuous variable which
is distributed over the real line. In contrast, ordered probit
deals with a distinct number of types, ordered on an under-
lying and unmeasured continuum. It is therefore consistent
with the conceptual analysis of the typology proposed ear-
lier. The ordered probit models we estimate relate SEMI
values to the independent and control variables. All esti-
mations and post-estimation computations are performed in
STATA 11.

Results

The main results are presented in Table 3. Model (1) of
Table 3 takes B Score as the main independent variable;
this is replaced by the four component scores in Model (2).

Both models exhibit reasonable explanatory power, as meas-
ured by the pseudo-R? and Wald statistics. Table 4 presents
the predicted probabilities of a given firm being in one of
the three SEMI categories, for various values of the key
explanatory variables. In Table 4, the mean values of every
independent variable except for one (e.g., B score in Panel
A of this table) are applied to every firm; the values of the
one exception are then varied to see how the probabilities of
a firm being in a different SEMI category change. Further
details and examples appear below.

The most notable results are as follows. First, the coef-
ficient on the B score in Model (1) of Table 3 is positive
and highly significant, confirming in a multivariate setting
what was observed for the pairwise correlation in Table 2.
That is, higher B scores are on average associated with more
integrated S&E missions. Panel A of Table 4 computes pre-
dicted probabilities of a firm being in one of the three SEMI
categories for various values of the B score, ranging from
the minimum of 80 up to 140. As can be seen, there is a sub-
stantial increase in the probability of being in the integrated
SEMI category as B scores increase above 100. For example,
Panel A of Table 4 shows that as B scores increase across
the sample, from 80 to 140, the probability that a firm has
a non-integrated business model (SEMI =0) drops from 81
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Table 3 Ordered probit results

Explanatory variable Model (1) Model (2)

B Score 0.018%** (0.004)

B Gov —0.016 (0.015)
B Wor 0.014 (0.014)

B Env 0.020%** (0.007)
B Com 0.015%** (0.005)
Age —0.058*%** (0.010)  —0.063*** (0.011)
Rev-Gr —0.125 (0.143) —0.075 (0.159)
Emp-Gr —0.483 (0.298) —0.386 (0.318)
Year-C —0.004 (0.103) —0.249* (0.117)
Ben-C 0.351 (0.368) 0.476 (0.395)
Non-US 0.078 (0.271) —0.089 (0.290)
1(Con) —1.616%** (0.314)  —1.405*** (0.371)
1dT) —0.823%** (0.294)  —0.773* (0.367)
I(Man) —0.338 (0.277) —0.451 (0.321)
1(Fin) —0.906*** (0.287)  —0.520 (0.364)
1(Ed) —0.700%* (0.345) —0.658 (0.380)
1(Arch) 0.015 (0.580) 0.452 (0.604)
I(He) 0.150 (0.539) 0.001 (0.522)
I(Re) —0.960* (0.410) —0.965* (0.472)
Pseudo-R? 0.16 0.17

Wald y? 74.53%%%* 69.98#**

Log pseudo-likelihood ~ —204.99 —179.90

N 266 236

Dependent variable is SEMI. Robust standard errors in parentheses.
*p<0.05, **p<0.01, ***p <0.001. Multiple (panel) values of some
independent variables account for the sample size of 266 [column
(1)] and 236 [column (2)]

to 41%. At the same time, the probability that a firm has an
integrated business model (SEMI=2) rises from 10 to 42%.

Second, Model (2) of Table 3 identifies the two B score
components which seem to be driving this result. These are
‘B Env’ (B score for environment) and ‘B Com’ (B score for
community). Higher values of these outward-facing compo-
nent scores are associated with more integrated social mis-
sions. In contrast, firms can score highly on B Lab’s worker
and governance audit criteria while having non-integrated
business model types. Thus, these last two B Lab criteria
may enable firms to ‘bolt on’ CSR activities that are unre-
lated to their business models and attain B Lab certification
without truly integrating S&E missions into their revenue
model.

Panels B and C of Table 4 present the predicted prob-
abilities for B Env and B Com. These entries demonstrate
sizeable effects on SEMI values from environmental and
community B scores. There are some interesting additional
nuances as well: for example, Panel B shows that as envi-
ronmental B scores increase across the sample, from 0 to
75, the probability that a firm has a non-integrated business
model (SEMI=0) drops from 78 to 23%. At the same time,

the probability that a firm has an integrated business model
(SEMI =2) rises from 12 to 64%. Partially integrated busi-
ness models (SEMI=1) are rather insensitive to changes
in environmental B scores, partly reflecting the low sam-
ple proportions of this type of firm. A similar, but more
muted pattern is observable in Panel C regarding commu-
nity B scores. This panel shows that as community B scores
increase across the sample, from 0 to 75, the probability
that a firm has a non-integrated business model (SEMI=0)
drops from 82 to 43%. At the same time, the probability that
a firm has an integrated business model (SEMI =2) rises
from 10 to 42%.

Third, firm age maps negatively and significantly into
SEMI values (both columns of Table 3). That is, older firms
are significantly more likely than younger firms to have non-
integrated social missions. Older firms may find it harder to
develop an integrated business model if they were founded
prior to B Lab’s emergence. For example, their business
models may be hard to change given strong imprinting
effects, inertia, and adjustment costs. This effect from firm
age may also point to changing trends in business organiza-
tion, with growing entrepreneurial interest over recent years
in creating organizations which possess dependent business
models that are highly integrated from the outset. Age effects
are moreover quantitatively large (Table 4, Panel D). For
example, consider the following two B Corps which, apart
from their age, take on sample average values of all the other
independent variables. The first firm is one year old; the sec-
ond one is two decades old. The probability that the 1-year
old firm has a non-integrated business model is 34%; the
probability that it has an integrated business model is 49%.
The corresponding probabilities for the 20-year old firm are
76% and 13%, respectively. This is a large difference which
indicates that new firms are increasingly being founded with
integrated S&E missions. That is, the data may be revealing
a new entrepreneurial pattern of firm emergence whereby
integrated business models are increasingly ‘baked in’ to
organizational structure from the get-go.

Fourth, there are some strong and significant industry
effects, which suggest that some industry sectors are more
likely than others to host B Corps with integrated business
model types. Most notably, recall that the modal industry
sector in the sample is ‘Consulting, HR and Marketing
Services,” I(Con). This has a large and significant nega-
tive association with SEMI values. Computing marginal
effects for this industry dummy, ‘switching the dummy on’
increases the probability of having SEMI=0 from 50 to
95%; decreases the probability of having SEMI=1 from 17
to 3%; and decreases the probability of having SEMI=2
from 33 to 2%. These are sizeable effects.

Similar, but somewhat smaller negative effects are
observed for firms in the ‘IT, Software and Web Design’
and ‘Real Estate and Workplace’ sectors [I(IT) and I(Re)].
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Table 4 Predicted probabilities

()
Pr(SEMI=0)

“non-integrated”

2
Pr(SEMI=1)

“partially integrated”

3
Pr(SEMI=2)
“integrated”

of SEMI for different B scores Variables
Panel A
Predicted prob. B Score =80
Predicted prob. B Score =100
Predicted prob. B Score =120
Predicted prob. B Score =140
Panel B
Predicted prob. B Env=0
Predicted prob. B Env=25
Predicted prob. B Env=50
Predicted prob. B Env=75
Panel C
Predicted prob. B Com=0
Predicted prob. B Com=25
Predicted prob. B Com=50
Predicted prob. B Com=75
Panel D
Predicted prob. age=1
Predicted prob. age=5
Predicted prob. age=10
Predicted prob. age =20

0.81*** (0.04)
0.69*** (0.03)
0.56*** (0.03)
0.41*** (0.05)

0.78*** (0.05)
0.61%** (0.04)
0.41%** (0.09)
0.23*(0.12)

0.82*** (0.06)
0.71%%%* (0.04)
0.57#*%* (0.04)
0.43**%* (0.07)

0.34%*%* (0.06)
0.43*#%* (0.05)
0.55%#%* (0.04)
0.76*** (0.03)

0.10%*%* (0.02)
0.13*%% (0.02)
0.16%#%* (0.03)
0.17*** (0.03)

0.09%** (0.02)
0.13*** (0.02)
0.15%** (0.03)
0.13*** (0.04)

0.08*** (0.02)
0.11*** (0.02)
0.14*** (0.03)
0.15%** (0.03)

0.17*** (0.03)
0.17*** (0.03)
0.16%** (0.03)
0.11*** (0.02)

0.10%** (0.03)
0.17#** (0.03)
0.28*** (0.03)
0.42%** (0.05)

0.12%*%* (0.04)
0.26%** (0.03)
0.44+#% (0.09)
0.64%*%* (0.15)

0.10%%* (0.04)

0.18**%* (0.03)
0.29%#%* (0.03)
0.42%#% (0.07)

0.49*#%* (0.06)
0.40%#%* (0.05)
0.29%** (0.04)
0.13*** (0.02)

Panel A and D entries calculated using Model (1) of Table 3; Panels B and C entries calculated using
Model (1) of Table 3. All calculations performed using STATA’s ‘margins’ command. Parentheses and

asterisks as in Table 3

These effects are statistically significant in both Models
(1) and (2) in Table 3. Other negative impacts are observed
for the Financial and Education sectors in Model (1) only.
By the very nature of their product or service, firms in
some industries may lend themselves more readily to mis-
sion integration than firms in others. That is, these indus-
try effects may be a ‘natural’ outcome of business models
forced to be consistent with industry requirements, rather
than a situation where firms with intentions to integrate
their S&E and business missions self-select into industries
when they decide to do a start-up.

Finally, Model (2) of Table 3 reports a significant nega-
tive association between certification year and the SEMI
index. Note that this is not capturing an age effect, since
that is controlled for separately. This result therefore
implies that firms of a given age which certified more
recently have less integrated S&E missions on average that
would be indicative of a non-integrated business model
type. For example, it could be that there is a ‘bandwagon
effect’ at play, whereby firms with less integrated S&E
missions notice that others are getting B Lab certification
and apply for it too. However, it should be noted that this
effect is somewhat dependent on model specification, since
it is not statistically significant in Model (1).

@ Springer

Discussion

To date, relatively little scholarly attention has been paid
to conceptually categorizing and empirically measuring
the degree of business model integration between the
social/environmental and financial activities of hybrid
organizations. The paper extends earlier work by propos-
ing a three-category typology of the degree of business
model integration of commercial organizations that have
a social and/or environmental mission, comprising three
observable types: non-integrated, partially integrated, and
integrated. The paper developed a measure of social-envi-
ronmental mission integration (SEMI) corresponding to
this typology and illustrated the SEMI measure using
hand-collected data on a specific type of hybrid organiza-
tion: Certified Benefit Corporations. Our empirical analy-
sis helped identify salient features of heterogeneity of this
type of organization: among the key empirical findings are
the following.

First, the modal outcome, even among this subset of
hybrid organizations, turned out to be non-integrated S&E
missions. This finding is striking and raises some inter-
esting questions about the potential tradeoffs inherent to
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hybrid business model types, categorization, and legiti-
macy. For instance, are there relatively few integrated B
Corp types because integration is relatively difficult to
achieve—so integrated B Corps are less likely to emerge
and survive? After all, creating integrated business models
might be a challenging task, requiring a great exertion of
creativity and originality, and more importantly: hidden
costs (Lautermann 2013).

Alternatively, might the finding that relatively few B
Corps have integrated business models suggest that inte-
grated organizations do not need B certification? That could
be, for example, because certification makes organizations
easier to categorize by stakeholders. Hence for partially
integrated and non-integrated organizations, B certification
may be a valuable legitimacy and reputation-building mech-
anism. Some support for this notion comes from the further
empirical finding that B Lab’s B scores are not strongly cor-
related with SEMI scores. As well as confirming the value
of the SEMI as a distinct measure—which captures a poten-
tially useful source of information which is separate from B
scores—this finding suggests that many organizations that
lack integrated business models and are doing a form of
CSR may nevertheless be able to gain external kudos from
third-party certifications (Parker et al. 2018). For instance,
if most consumers are unaware of company B scores, with
only certification itself being observed, then firms may have
an incentive to just surmount the certification B score hurdle
of 80. B Corp certification may then enable such firms to
‘hide’ within a category and reap the advantages of a good
collective reputation. While B Corp certification is a badge
of honor attached to those firms who want to ‘do well by
doing good,’ it is possible that not all B Corps are striving
to change the world by passionately focusing on creating
S&E impact (Gehman and Grimes 2016). In which case,
it may call into question the centrality of the S&E mission
of some B Corps—suggesting that, at the very least, SEMI
scores could serve as a valuable additional data point for
stakeholders in addition to B scores.

Relating to this point, an additional empirical finding
was that B Corps with high ‘outward-facing” B score com-
ponents relating to community and environmental impact
were significantly more likely to have business models with
integrated S&E missions. At the same time, B Corps with
high ‘inward-facing’ B score components relating to treat-
ment of workers and governance were no more likely to have
business models with integrated S&E missions. This is inter-
esting because the hidden processes that represent inward-
facing aspects of B Corps may be less noticed by external
audiences even when large investments are made in these
domains. Hence measures taken to promote ‘inward-facing’
B impact scores, which may be rewarded by the B Assess-
ment, do not translate into deeper integration when using our
SEMI measure. In contrast, external-facing elements which

appeal to consumers and other stakeholders directly appear
to be associated with both higher B scores and more inte-
grated business models. Thus, we conjecture that organiza-
tions with non-integrated business models and whose social
mission is implemented in an internal-facing way may have
strong incentives to obtain B Lab certification to signal their
mission to third parties. In contrast, certification may be a
less pressing imperative for organizations with integrated
business models and whose social mission is implemented
in an external-facing way. More generally, we suggest that
future research on B Corps needs to recognize the impor-
tance of disentangling the internal and external aspects of
social and environmental impact.

We have deliberately refrained in this discussion from
making normative judgments about the social value of inte-
grated vs partially integrated vs non-integrated B Corps. At
the time of writing, we lack objective evidence linking SEMI
with overall S&E impact, so we cannot blithely assume that
low SEMI scores are associated with irresponsible corporate
behavior, disingenuous motivations, or purely aspirational
efforts to signal social impact (Whiteman and Cooper 2016).
To the extent that genuine S&E efforts are being made and
are reflected in low SEMI scores, the latter may be construed
as relatively ‘noisy’ signals of mission delivery integrity.
Hence an integrated business model might be a target for
B Corps to aspire to, if it conveys a relatively clearer sig-
nal to external stakeholders than a non-integrated business
model. Thus, the present study highlights the need to further
understand the sincerity, integrity, and the effectiveness of
messages signaled by B Corps to entrepreneurs, investors,
and customers along with their evaluation of the business
model types that operationalize hybridity.

We believe our work also carries several implications
for entrepreneurs who are interested in developing business
models that deliver on dual missions. First, such entrepre-
neurs may benefit from identifying their degree of SEMI and
benchmarking it against those of actual or aspirant rivals.
That could inform them about their legitimacy, category
membership, and mission signaling potential, which could
influence how they fashion and transmit messages around
their missions. Second, low SEMI scores could also focus
attention on their business models and whether they need to
be reviewed and possibly amended, to integrate better the
economic and non-economic sides of the business. Research
on the dynamic analysis of business models is well under-
way (Cavalcante et al. 2011; De Reuver et al. 2009; Morris
et al. 2005), yet to date, the topic of adjusting business mod-
els to incorporate a desired degree of S&E mission integra-
tion has not been fully explored in this literature.

Third, the empirical finding that younger firms have more
integrated business models on average may carry implica-
tions for new start-ups. As noted above, older organiza-
tions may find it difficult to change their business models,
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especially if they are characterized by reputational inertia,
defined by professionally designated categories, or belong
to strong industrial categories (Paolella and Durand 2016).
Hence the degree of S&E mission integration may be an
important initial choice at the time new hybrid ventures are
founded. ‘Imprinting’ logic suggests that it may be easier
and less costly to integrate social missions at the outset, than
to attempt adjusting business models to increase integration
once they have been put into place (Moroz et al. 2018). An
interesting question that emerges from these findings points
to the potential significance of how timing (integrating at
start-up, nascent, growth, or other stages) and the imprint-
ing processes involved may affect the probability of non-
integrated firms to seek a more integrated model (including
partially integrated models) and the potential success of
these types of organizational change (or vice versa). Entre-
preneurs would therefore be well-advised to think hard about
this aspect of their business model choice at the time they
are configuring their new ventures.

Our work is not without limitations. One important limi-
tation is its reliance on an empirical sample of B Corps.
In practice, hybrid organizations are very heterogeneous,
comprising not only B Corps but also L3Cs, flexible pur-
pose corporations, community interest companies, and
social business corporations (among others). In contrast,
our sample captures only a ‘narrow’ selection of hybrid
organizations, associated with B Lab certification. As a
result, it omits interesting classes of hybrids which are not
B Corps. Indeed, one could even go further and ask whether
B Corps really represent hybridity, since any firm, including
for-profits, can apply for B Corp certification if they fulfill
certain conditions. We acknowledge this limitation of the
present study and call for future empirical work to replicate
our measurement of SEMI using different and possibly more
appropriate sampling frames. This could provide validation
checks on the sensitivity of our results obtained for B Corps
and extend our understanding of how SEMI scores vary for
different types of hybrid organization.

Conclusions

As the growing literature on hybrid organizations attests,
integrating social and environmental missions with com-
mercial imperatives remains an ongoing challenge for
entrepreneurs and managers. This paper extends Ebrahim
et al’s (2014) typology by characterizing the degree to which
financial and S&E missions are integrated within a hybrid
organization’s business model. Business models may be
either integrated, partially integrated, or non-integrated; we
went on to propose an associated Social and Environmental
Mission Integration (SEMI) measure which was empirically
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illustrated using a hand-collected sample of 256 North
American Certified B Corporations.

Among our empirical findings, several stand out. One
is that the B scores from B Lab, although a relevant and
increasingly popular metric for measuring social perfor-
mance of B Corps, are not well-suited to help audiences
evaluate the extent to which social and environmental mis-
sions are integrated with financial aspects of business mod-
els. Another is that even among B Corps, which are believed
to care about social and environmental issues so strongly
that they are willing to incur substantial costs to obtain cer-
tification (Parker et al. 2018), most firms have non-integrated
business models. This outcome is less pronounced among
B Corps with an ‘outward-facing’ focus on environmental
and community issues—as well as among younger B Corps.
The modest correlations between B scores and SEMI scores
confirm the value of SEMI in providing a distinct source of
information which stakeholders can use in their evaluations
of these firms. We hope that our work will inform not only
entrepreneurs looking to establish and develop new mission-
oriented ventures, but also scholars seeking to address chal-
lenges arising from conflicting logics in hybrid organizations
in general, and B Corps in particular.
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