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Abstract: Currently, certification is an essential tool for a company’s sustainability and a seal of trust
for the stakeholders. The B Corporation (B Corp) certification system is in line with the leading
indicators of sustainable development and social responsibility published by the general assembly
of the United Nations, namely: environment, community, workers, customers, and governance.
Nevertheless, it is essential that academic research should empirically assess the B Corp model’s
reliability for its validation and legitimization. In this study, we address the results of the B Impact
Assessment of 2262 companies certified by B Corp from the beginning of 2017 to March 2021. The
main objective is to analyze the B Impact Assessment, verifying the robustness and consistency of
the model to measure and improve the economic, social, and environmental impact of companies.
We analyzed the construct’s validity through a confirmatory factorial analysis using AMOS
statistical software. The results allowed us to identify some weaknesses and limitations of the B
Impact Assessment. This certification system reflects an unadjusted model where the main
assessment indicators have problems with regard to the measurement scale. The governance and
customer indicators are the most vulnerable. The findings also allow us to state that there are
apparently no minimum values established for each of the parameters evaluated, which may cause
imbalances in the sustainable development process of B Corp companies. This research contributes
to enhancing B Impact Assessment as a sustainability tool, highlighting areas for improvement
concerning the indicators’ measurement scales and the assessment process, including the
monitoring of evaluators.

Keywords: B Impact Assessment; certified B Corp; sustainability; confirmatory factorial analysis
(CFA)

1. Introduction

It is widely recognized that certification is a relevant tool for the business sector to
achieve sustainable development goals and a faithful commitment to stakeholders [1-4].

Created in 2006 in the United States as “B Lab,” the B Corporation’s certification
model is intended to be an instrument for evaluating the social, economic, and
environmental performance of companies. In addition to evaluating products and
services, this certification model also evaluates operations, the sourcing and input of
materials, charitable donations, business model, employees, community, environment,
and customers [5].

This certification is perceived as a kind of seal of trust for stakeholders of a
company’s good performance [5]. The positive impact of this model is supported by
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transparency and accountability requirements. B Corporation certification is administered
by B Lab which is a non-profit organization [5].

The certification process varies depending on the size and complexity of the company
[5]. B Impact Assessment is used as a digital tool to assess a company’s performance and
encompasses five different indicators —governance, workers, community, environment,
and customers—measured through a set of variables that express the practices and
outputs achieved by companies [5].

This paper analyses the consistency and robustness of B Impact Assessment as a
certification model that helps companies measure and improve their economic, social, and
environmental impact in five different areas: governance, workers, community,
environment, and customers. Considering the complexity of the model structure, which
includes multiple indicators that are disaggregated into different variables, a confirmatory
factor analysis was used.

Taking advantage of transparency as one of the most substantial aspects of this
certification system, we study B Impact Assessment data from 2262 companies and
organizations distributed worldwide. The database was taken directly from the B
Corporation website.

By 2021, the B Corporation had more than 4000 certified companies [5]. The reason
that leads us to focus attention on the B Corporation is the high growth of this certification
throughout the world, especially in Europe.

To be eligible for certification, a company must demonstrate that it adheres to the
“highest standards of verified social and environmental performance, public transparency
and legal accountability to balance profit and purpose” [5]. Certification is obtained when
a company reaches an 80-point threshold in the evaluation process [5].

Some of the various sustainable development objectives defined by the United
Nations are in common with the B Impact Assessment.

Despite the success in the practical application of the B Impact Assessment and B
Corp certification, there is a research gap in empirical academic research regarding the
model’s reliability, which is an essential issue for legitimizing any management model.
Since this subject is essential to everyone, especially managers and entrepreneurs, we
believe that this research is an asset to the community and in the right direction for
ensuring sustainability.

According to [6], companies with a high level of initiatives related to corporate
sustainability tend to obtain better market value and lower the cost of capital and cost of
debt. Concerning adopting a B Corp policy, these effects on economic growth apparently
need some time to be reflected [7]. However, due to the richness of our dataset and the
techniques employed, our paper can address both deficiencies.

The remainder of this paper is structured as follows. In Section 2, a literature review
is presented. Section 3 presents the research methodology. Section 4 provides the results
of the study. In the final sections (5 and 6), a summary of the results is presented and
discussed.

2. Literature Review

Literature studies on the B Corporation reveal a subject with great potential emerging
in the academic community [8], as it is in line with the leading sustainability demands.

The concept of sustainability has gained prominence in the scientific and business
community in recent decades. For example, in the report “Our Common Future”
(Brundtland Report), published in 1987, sustainable development was defined as
“development that meets the needs of the present without compromising the ability of
future generations to meet their own needs” [9] (p. 43). This principle underpins the 17
sustainable development goals (SDGs) defined by the United Nations (UN) in 2015, whose
achievement depends on the commitment of companies, governments, and citizens [10].
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The Brundtland Report (1987) definition of sustainability makes room for different
sustainability models with diverse intensities of the relationship between the three
sustainability dimensions: the social, the economic and the environmental.

Research by [11] is thought to be at the origin of the three-pillar conception of
sustainability —social, economic, and environmental —usually represented by three
intersecting circles with sustainability at the center. A review of the genesis and theoretical
foundations of the concept of sustainability highlighted that “there is no single point of
origin of this three-pillar conception, but rather a gradual emergence of various critiques
in the early academic literature of the economic status quo from both social and ecological
perspectives on the one hand, and the United Nations’ quest to reconcile economic growth
as a solution to social and ecological problems on the other” [12].

Theoretically, several relevant theories support sustainability and the adoption of B
Corp certification. Stakeholder theory [13,14] highlights the relevance of a firm’s
relationships with its critical stakeholders with the integration of business and societal
considerations fostering stakeholder value and leading to improved performance [15].
According to the resource-based view (RBV) theory [16], organizations should identify
and use valuable, rare, difficult to copy, and non-substitutable resources to gain
competitive advantages and abnormal profits. The adoption of sustainability and B Corp
certification can generate these resources and support integration with stakeholders (an
inimitable resource) in response to their demands. Additionally, institutional theory (the
adoption of models from successful organizations) can also explain the destination of
sustainability and B Corp certification as a search for organizational legitimacy [17].

The institutionalization of sustainable development by the UN, in 1987 in the
Brundtland Report and the Earth Summit in 1992, drove a real international awareness
and stance on the need to establish a global and effective sustainable development policy.

At the level of organizations, there has been a growing adoption of reporting and
management practices for sustainability. According to [18], “given the complexity and
multidimensionality of sustainable development, several standards have been proposed
to address specific (environmental, social, economic) or practical (reporting mechanisms,
management systems, etc.) issues” (p. 333).

Created in 2006 in the United States, B Lab is an already well known and rapidly
growing organization in the certification field of corporate sustainability. B Corp
certification is based on three essential pillars: social and environmental performance,
public transparency, and legal accountability [5]. The five indicators included in the B
Impact Assessment model can be equally associated with the three pillars of
sustainability: economic (governance), social (workers, community, and customer) and
environmental (environmental).

Some companies are still reticent about the financial impact resulting from
implementing the B Corp certification. However, as shown by [19], the positive effects on
the growth of companies’ turnover in the short term, resulting from increased
transparency and the positive socioenvironmental impact observed, outweigh the adverse
effects due to the strict audit procedure. Furthermore, according to [20], the critical
analysis of the potential of this certification compared to the basic principles of the circular
economy allows an opportunity to portray multiple dynamic viewpoints concerning
stakeholders.

B Corporation certification can activate circular economy pathways due to the actions
of different stakeholders in an international context [20]. With the environment, for
example, being one of the evaluation indicators during the B audit process, according to
[21], companies’ environmental impact processes have a direct and indirect association
with their long-term development and financial performance. Therefore, B Corp
certification can contribute fundamentally to economic growth of such companies. In a
study [22] conducted on 851 certified B Corporation companies based in the United States,
in the first 10 years of certification, it was possible to identify that institutional and
economic resources support the diffusion of this certification model. According to [22],
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the author of this study, companies will be more likely to become certified the greater the
number of organizations covered by this model, contributing to the social and
environmental well-being of the planet. In addition, the economic resources of the external
environment influence adherence to this certification.

The authors of [23] mention that the goal of the B Lab is to improve the alignment of
the mission of companies and measure the impact of their business to meet the highest
standards of society today. The focus on socioenvironmental performance, transparency,
and legal responsibility is part of the strategy of this pro-social and entrepreneurial move-
ment.

Some studies try to understand the motive and the most common reasons that lead
companies and organizations to seek B Corp certification. For example, according to the
analysis conducted by [24] the main reasons for seeking these certifications have to do
with the fact that companies identify their mission with this model and the attempt to
enhance their values and identity in the markets.

Another perspective that also deserves some attention is understanding the main rea-
sons that lead stakeholders to seek out companies certified by B Corp. A study carried out
on 20 consumers in Chile of products and services provided by B Corp companies reveals
that consumers’ main motivations were [25]:

v Socio-environmental responsibility
v’ Self-satisfaction
v' Health and quality of life

Results from the same study [25] show that the image this certification conveys to the
consumer is one of trust and effectiveness in the social, economic, and environmental
fields. In addition, consumers also highlight the good quality and exclusive design when
looking for B Corp companies or organizations. The world is increasingly dynamic and to
achieve high levels of quality, everyone involved in this area must have new skills, such
as creativity, teamwork, communication, and knowledge of new technologies [26].

Independently of this certification being a good tool for companies to identify more
effective ways to integrate social values in markets and business, improvements in the
future depend mainly on how founders and leaders relate to certification. The announce-
ment of certifications in the sphere of sustainability is positively associated with the per-
formance of companies [27]. In research conducted by [28], organizations and companies
with a strong brand in markets often believe they have already achieved high ethical
standards, yet they aspire to let stakeholders know this. Mitigating and reducing the eco-
logical footprint, certainly one of the aspects valued by B Corp, cannot be considered by
companies as a sacrifice but rather as an act of ensuring the quality of life and a more
promising future. A growing trend of ecological consumerism has opened a vast market
of opportunities for entrepreneurs to conduct more sustainable businesses. Companies
should exploit this growing market by investing in innovative ecological processes and
producing sustainable goods. Such policies will not be cost-free. However, the short-term
cost would be outweighed by the long-term sustainability gain [29,30], and this message
should be conveyed by agencies to top management.

In addition to this message, the B Corp must be seen as a faithful business partner,
and its certification must provide a seal of legitimacy for external markets, investors, and
customers [28].

The socio-economic and environmental values of B Corp act as driving and motiva-
tional forces on the overall assessment of the impact of benefits for the common good.
Regarding environmental values, other tools, such as Lean, have also proven their contri-
bution to improving sustainable business development due to the large reduction in waste
produced [31] and this should be valued by the B Corp audit process. Within this frame-
work, the B Corp movement competes alongside existing models as a new paradigm [32].
The search for competitive advantage causes those responsible for the marketing area, in
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particular, to start introducing corporate sustainability initiatives in search of differentia-
tion in the markets and brand engagement with stakeholders [33]. Consequently, this may
lead to high demand for certification systems such as B Corp. Tendentially, as explained
by [34], female-gendered business owners are associated with a higher likelihood of ob-
taining B Corp certification. The authors of [35] have also stated this concerning adopting
other certification systems such as ISO 9001. There seems to be a positive correlation be-
tween female managers and the adoption of tools for sustainable development.

To approach sustainability without mentioning the importance of social responsibil-
ity is an incomplete assessment of the sustainable development of companies. In addition
to measuring sustainability, the B Impact Assessment indicators also measure social re-
sponsibility. In general, governmental funds and financial investment choices are allo-
cated to companies that incorporate corporate social responsibility policies in their mis-
sion [36]. An organization with high status in terms of social responsibility and high eth-
ical principles and practices, as is apparently the case with B Corp companies, is a reliable
business partner and a reputable member of the business community [37]. Studies by
[38,39] highlight that stakeholders in business markets increasingly value incorporating
social responsibility measures. B Corp can act as a major partner in this, broadening com-
mercial horizons.

According to the data available from B Lab, B Corp certification is mainly aimed at
the service sector, with a small ecological footprint [5]. Quality improvement tools, such
as Lean, have already demonstrated their capacity to develop sustainability indices
[40,41]. Perhaps, by exploring different methodologies, B Corp can further expand its cer-
tification model to other sectors, such as manufacturing.

3. Method
3.1. Conceptual Model, Data, and Sample

The definition of the conceptual model consists of converting the elements that are
intended to be analyzed in the research into a language that allows the systematic work
of data collection and analysis [42]. This research aims to validate the certification model
proposed by B Lab, which is used to measure companies’ social, environmental, and eco-
nomic impact. The B Impact Assessment comprises five indicators [5] —governance, work-
ers, community, environment, and customers—measured through a set of variables that
express the practices and outputs achieved by companies in terms of their economic, so-
cial, and environmental performance (see Figure 1).

The data from the assessment process of the certified B Corporation companies were
accessed through the organization’s official website (https://bcorporation.eu/directory, ac-
cessed on 28 April 2021), and this information was collected on the assessment of 2262
companies certified between January 2017 and March 2021. The data were extracted di-
rectly from the website during the period between March and May 2021, using Microsoft
Excel software, which eliminates the probability of errors due to manual transcription of
the data. Subsequently, a data processing method was developed through the Visual Basic
programming language, where all data were neatly filled in an interactive sheet. The sta-
tistical analysis of the sample was performed using SPSS software and the confirmatory
factorial analysis (CFA) using AMOS software. The variables extracted from the B Corp
directory with significance for this research are mentioned in Table 1.
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Mission and Engagement

Governance Ethics and Transparency

Mission Locked

Financial Security

Health, Wellness and Security

Career Development

Engagement and Satisfaction

Diversity, Equity and Inclusion

B Impact

Assessment Economic Impact

Civil Engagement and Giving

Supply Chain Management

Environment Management

Air Climate

Water

Land and Life

Customer Stewardship

Figure 1. B Impact Assessment—measurement model.

Table 1. B Impact Assessment (BIA) information extracted from B Corp directory.

BIA Audit Information (Variable or Indicator) Designation
Name/ID Commercial name of B ceFtified com-
pany or organization.
Country of origin of B certified com-
Country o
pany or organization.
City City of origin of B certified company

or organization.

. Year in which the company or organi-
Year of certification . P . ,y &
zation was certified.

Sector of activity in which the certified

Activity sector -
company or organization operates.

“Mission and Engagement”
Governance s 538 B Score attributed to the audit variables
Ethics and Transparency

scores: o belonging to the governance indicator.
“Mission Locked” 81ns 8

“Financial Security”
Workers “Health, Wellness, and Safety” Score attributed to the audit variables
scores: “Career Development” belonging to the workers indicator.

“Engagement and Satisfaction”
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“Diversity, Equity, and Inclusion”

Community “Economic Impact” Score attributed to the audit variables

scores: “Civic Engagement and Giving” belonging to the community indicator.

“Supply Chain Management”

“Environment Management” . . .
Score attributed to the audit variables

Environment “Air and Climate” . . o
Y B belonging to the environment indica-
scores: Water ¢
or.
“Land and Life”
Customers Score attributed to the audit variables

“Customer Stewardship”

scores: belonging to the customer indicator.

Summary of the final score for the 5

Final score e g
evaluation indicators.

The overall sample has a total of 2262 companies. However, we found that the ob-
served variables changed over the period during which the certifications occurred, which
led us to reduce their size to a constant observation period and preferably closer to the
present. Therefore, this period portrays the data of B Corporation companies certified be-
tween the beginning of 2020 and March 2021.

Another reason we adjusted the initial sample size to a smaller one (556) was the
missing values, since they exceeded 10%, which could create problems for us during the
analysis [43]. In order not to distort the reality of the data collected on the B Impact As-
sessment, with the imputation of random data, the missing values were disregarded.
These data are missing mainly because many of the B Corporation companies in the sam-
ple do not have employees, and therefore no point value was assigned to the observed
variable.

3.2. Confirmatory Factor Analysis

B Impact Assessment is a model consisting of a set of indicators that represent com-
plex concepts that cannot be measured directly and, as such, can be called latent variables.
The measured scores are termed observed variables. This model comprises four latent
variables (governance, workers, community, and environment) and one observed varia-
ble (customer stewardship), as can be seen in Table 2.

Table 2. B Impact Assessment—Latent and observed variables.

Latent Variables Observed Variables
“Mission and Engagement”
Governance “Ethics and Transparency”
“Mission Locked”

“Financial Security”
“Health Well d Safety”
Workers ea ellness and Safety
“Career Development”

“Engagement and Satisfaction”

“Diversity Equity and Inclusion”
C it “Economic Impact”
ommuni

Y “Civic Engagement and Giving”

“Supply Chain Management”

“Environmental Management”
“Air Climate”
“Water”

“Land and Life”

Environment

“Customer Stewardship”
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In order to validate the measurement model of B Impact Assessment, we performed
confirmatory factor analysis using AMOS software, since this analysis allows us to assess
the quality of the adjustment of a theoretical measurement model to the correlational
structure examined between the observed variables [44]. Additionally, confirmatory fac-
tor analysis is the best-known statistical procedure for investigating relations between sets
of observed and latent variables [45].

The confirmatory factor analysis influence not only the analytical aspects of the re-
search but also the design and approach to data collection for decision making and prob-
lem solving [43]. According to the same author [43], it is essential to pay attention during
the creation of the model to fundamental aspects that lead to a correct analysis, such as
missing values, identification of outliers, and the construct’s reliability and, most funda-
mentally, normality.

B Impact Assessment is assumed as a measurement model that allows the assessment
of business in social and environmental dimensions. The specification of the measurement
model is one of the most complex steps in multivariate analysis. The measurement model
aims to identify the observed variables used to measure each of the latent variables (con-
structs/indicators). Thus, each latent variable is measured indirectly, reflecting con-
sistency across multiple observed variables.

When building the measurement model, it is essential to follow some specification
rules [44]: (i) the behavior of the observed variables results from the manifestation of the
latent variables; (ii) the variance of the observed variables that is not explained by the
latent variables is explained by specific latent factors (e.g., measurement errors); and (iii)
measurement errors are usually independent.

4. Results
4.1. B Impact Assessment Global Scores

The BIA indicators have different dispersions that result from the indicators’ use of
different scales (see Figure 2). For example, the workers indicator presents the highest
median value and the community indicator the highest score. In general, all the BIA indi-
cators present a significant dispersion of the data, except for the governance indicator,
which exhibits a higher concentration of the data.

120

)
100

)
“ a =

BIA Scores
(s3]
o

%
|

40 1
R |
20 == | } :

B Governance M Workers [l Community [ Environment [l BIA Scores

Figure 2. BIA scores (2262 companies).
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Community is the evaluation B indicator with the highest number of discrepant val-
ues, followed by employees, customers, and the environment. Although there is a mini-
mum final value for companies to obtain certification, it appears from the data analyzed
that B Corp does not define an evaluation scale for its auditing process.

The data analyzed also allows us to generally verify the distribution of the final scores
of the certified B companies (see Figure 3).

160 800
e149
.~ 140 :}}lgg Hag
2 ® & 600
o =
g B 117 S 500
T 100 101 5400
£ b2 5 a0
Y &0 80 C
2 =z 200
S 60 100
'Té 10 ON-q-u:Doqu-maoNNq-mwﬁ-h
=) ; ] F 0 0 L R
[G] AU aN PN D no s N
20 LA LPLEEEREERL P
gh!\{@g;gﬁfﬂ:@gm“r{v‘d:
DnwagranNTQ { @
o 22T Tgggs8ns8Ee
—an s ot

B Global scores certified B Corps
Scores range

Figure 3. BIA final score (2262 companies).

As represented in the BIA final score chart above, all companies in our sample meet
the minimum requirement of 80 points for B Corp certification, and most companies
achieve a score between (80-83).

The countries with the highest number of certifications during our sample period are
the United States with 681 companies, followed by the United Kingdom with 303 certified
companies. Australia and Canada had 171 certifications during the same period. In Eu-
rope, besides the United Kingdom as mentioned above, France and Italy stand out with
87 certifications each. Portugal had 10 certifications during the period under observation.

In terms of the activity sector, organizations in the services sector with a minor eco-
logical footprint predominate. The sectoral distribution of the B Corporation can be seen
in Figure 4.

Setor

B Agriculture/Growers
[ Manufacturing
W Service
Service with Minor
Environmental Footprint
DService with Significant
Environmental Footprint
B Wholesale/Retail

Figure 4. Sectorial distribution of B Corporation (2262 companies).
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4.2. B Impact Assessment—Measurement Model Validation

As mentioned above, for reasons of data consistency and elimination of missing val-
ues, we reduced the initial sample to 556 cases, corresponding to companies certified in
the period from January 2020 to March 2021. In Figure 5, we analyze the dispersion and
median values of the observed variables present in this reduced sample.

The variable with the highest data dispersion is “Land and Life” from the environ-
ment indicator. The graph below shows that the audit B variables with a greater range of
values are from community and environment indicators. The analysis of the “Mission
locked” variable leads us to assume that a fixed rating scale with constant values is used
to evaluate this item.

025
020 =
" g
E -]
§ 015 ~
& ®
- ®
=2 °]
a ]
= 010
@
00 g
5
b
000 l
B G_Mission_and_Engagement G_Ethics_and_Transparency
B G_Mission_Locked [ W_Financial_Security
B W_Health_Wellness_and_Safety B W_Career_Development
B W_Engagement_and_Satisfaction B Comu_Diversity_Equity_and_Inclusion
B Comu_Economic_Impact B Comu_Civic_Engagement_and_Giving
B Comu_Supply_Chain_Management B E_Environmental_Management
B E_Air_Climate B E_water
[ E_Land_and_Life BIA Audit scores

Figure 5. BIA observed variables (556 companies).

Since Figure 5 shows a high dispersion of the data, an analysis of extreme values was
performed. Extreme values are “observations with a unique combination of characteristics
identifiable as distinctly different from other observations” [43] (p. 64). Usually, an ex-
treme value is an observation that presents an unusually high or low value.

To determine extreme values, we use univariate and multivariate detection methods:

(i) In terms of univariate analysis, we consider as an extreme value any observation
with a value higher than Q3 + 1.5 x (Q3 - Q1) or lower than Q1 - 1.5 x (Q3 — Q1), where
Q3 and Q1 represent quartiles 3 and 1, respectively [44]. When this proportion exceeds
5%, the impact on descriptive statistics is analyzed.

(ii) Concerning multivariate analysis, we used the Mahalanobis distance (D?), which
performs a multivariate assessment of each observation across a set of variables [43,44].
For large samples, an observation with a value greater than three when dividing the Ma-
halanobis distance (D?) by the degrees of freedom (df) is considered a possible multidi-
mensional extreme value [43].

Table 3 presents univariate extreme values analysis.
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Table 3. Univariate extreme values.

Extreme Values 2

Observed Variables N Low High Total Percentage
Mission and Engagement 556 0 10 10 1.8%
Ethics and Transparency 556 0 7 7 1.3%

Mission Locked 556 0 0 0 0.0%
Financial Security 556 0 0 0 0.0%
Health Wellness and Safety 556 0 0 0 0.0%
Career Development 556 0 0 0 0.0%
Engagement and Satisfaction 556 0 0 0 0.0%
Diversity Equity and Inclusion 556 0 11 11 2.0%
Economic Impact 556 0 12 12 2.2%

Civic Engagement and Giving 556 0 6 6 1.1%
Supply Chain Management 556 0 4 4 0.7%
Environmental Management 556 0 0 0 0.0%
Air Climate 556 0 8 8 1.4%

Water 556 0 34 34 6.1%

Land and Life 556 0 8 8 1.4%
Customer Stewardship 556 0 0 0 0.0%

2 Number of cases outside the range (Q1 — 1.5 x (Q3 — Q1),Q3 + 1.5 x (Q3 — Q1)).

The variable water presents a percentage of extreme values higher than 5%. After
analyzing the descriptive measures with and without extreme values (see Table 4), the 34
observations were removed, since the differences are significant.

Table 4. Descriptive measures with and without extreme values.

Variable N Mean Std Deviation
Water With extreme values 556 0.9147 1.14065
Without extreme values 522 0.7040 0.78993

Subsequently, the Mahalanobis distance (D?) was calculated considering 15 degrees
of freedom (16 observed variables minus 1). As can be seen in Table 5, there are two mul-
tivariate extreme values in the database.

Table 5. Mahalanobis distance.

Observations D2 D2?/df
404 81.33699 5.422466
237 47.41382 3.160921

For the validation of the measurement model, composed of four latent variables (gov-
ernance, workers, community, and environment) and one observed variable (customer
stewardship), a database of 520 companies was considered.

The five variables of the measurement model are intercorrelated. The four latent var-
iables are measured through fifteen observed variables, and errors of measurement asso-
ciated with each observed variable (e1-e15) are uncorrelated. Since latent variables are unob-
served, their metric scale must be guaranteed by observed variables by setting at least one
path coefficient of an observed variable or by setting the variance of the latent variable [43].
We have chosen to standardize the latent variables, setting their variance at 1.

There are several methods for adjusting measurement models. In this research, the
maximum likelihood method was chosen. This method provides centered and consistent
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estimates and is assumed to be robust when the violation of the multivariate normality
assumption of the manifest variables occurs [43].

Figure 6 presents the measurement model adjusted to a sample of 520 firms, includ-
ing the values of the standardized factor weights and the individual reliability of each of
the observed variables.

.00

ot G_Mission Locked

y 67
Governance 82 :
) . 47 G_Ethics_and_Transparency

ST
G Mission and Engagement
08
W_Financial_Security

299!

29

09
30 W _Health Wellness and Safety
83

.91

65 W_Career_Development

42

W_Engagement_and_Satisfaction
18
42 Comu_Diversity Equity and_Inclusion
38 15
27 Comu_Economic Impact

07
26 .

Comu_Civic Engagement and Giving

36

Comu_Supply_Chain_Management

29

E_Environmental_Management

46

s E_Air_Climate

62 39

S0 E Water

54

Cust Customer_ Stewardship | Elatian Uis .

Figure 6. B Impact Assessment— Adjusted Measurement Model (original model).
A summary table of regression weights with standardized coefficients and statistic
tests for each of the observed variables of the B Impact Assessment is presented in Table

6.

Table 6. B Impact Assessment—Regression Weights (original model).

Standard Estimates P
Financial Security <--- Workers 0.286 <0.001
Health, Wellness, and Safety <--- Workers 0.299 <0.001
Career Development <--- Workers 0.913 <0.001
Engagement and Satisfaction <--- Workers 0.647 <0.001
Diversity, Equity, and Inclusion =~ <--- Community 0.424 <0.001
Economic Impact <--- Community 0.384 <0.001
Civic Engagement and Giving =~ <--- Community 0.270 <0.001
Environmental Management <--- Environment 0.542 <0.001
Air Climate <--- Environment 0.679 <0.001
Water <--- Environment 0.622 <0.001
Land and Life <--- Environment 0.798 <0.001
Mission and Engagement <--- Governance 0.411 <0.001
Ethics and Transparency <--- Governance 0.819 <0.001
Supply Chain Management <--- Community -0.604 <0.001

Mission Locked <--- Governance -0.008 0.883
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Of all the variables observed, those that do not seem to contribute positively to the
model due to the standardized factor weights are “mission locked” from the governance
indicator and “supply chain management” from the community indicator. The negative
standard coefficient shown in the model (see Figure 6 and Table 6) suggests that as the
observed variable increases, the latent variable tends to decrease. All standardized esti-
mates calculated are below 1.0. The governance indicator is reflected essentially in the
observed variable “ethics and transparency,” the workers indicator in the variable “career
development,” the community indicator in the variable “diversity equity and inclusion”
and, finally, the environment indicator in the variable “land and life.”

We then proceeded to evaluate the measurement model as a whole, using the adjust-
ment indices (see Table 7). This analysis determines the goodness-of-fit between the hy-
pothesized model and the sample data. The chi-square statistic with the respective de-
grees of freedom and the CFI and RMSEA indices are the most reported in the literature
[46]. Additionally, the TLI index also stands out among other indices, with some inci-
dence.

Table 7. B Impact Assessment— Adjustment Indices (original model).

Adjustment Indices Reference Values

Ratios on the order of 3:1 or lower are associated with
CMIN/DF 4.992 models with good fit [43,47]

CFI 0.793 Values above 0.90 are usually .assoaated with models

with good fit [43]
TLI 0.738 Values above 0.90 indicate models with acceptable fit

[47,48]

RMSEA 0.088 Values between 0.03 and 0.08 are associated with good

fit, with 95% of confidence [43]

The CMIN/DF (chi-square/degree of freedom) is an absolute index that evaluates the
quality of the model per se, without comparison with other models [44]. The CFI and TLI
are relative indices of fit, since they assess the quality of the model relative to the model
with the worst possible fit (independence model, in which there are no relationships be-
tween the observed variables) and/or the model with the best possible fit (saturated
model, in which all the observed variables are correlated) [44]. Finally, RMSEA is a pop-
ulation discrepancy index that compares the model fit obtained with sample measures
(sample means and variances) to the model fit that would be obtained with population
measures (population means and variances) [44].

Table 7 presents the values obtained in the adjustment indices and the reference val-
ues referred to in the literature to consider a model with a good fit. In addition, the ana-
lyzed data allow us to verify that the BIA measurement model is outside the adjustment
parameters, revealing an inferior quality of adjustment to the sample.

The variables “mission locked” from the governance indicator and “supply chain
management” from the community indicator were eliminated to improve the model fit.
Additionally, the modification indices were used, considering that values greater than 11
(p <0.001) indicate local adjustment problems (see Table 8).
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Table 8. B Impact Assessment—Modification indices.

M.IL Par Change
e7 <> el3 14.155 0.378
e5 <--> e2 25.471 0.692
e5 <--> el4 17.292 0.306
e5 <> el3 11.477 0.671
e5 <--> el0 12.260 -0.714
eb5 <> e7 31.367 0.818
e4 <--> €9 34.866 -2.270

After assessing the theoretical plausibility of the modifications, the measurement er-
rors were correlated, which led to a considerable improvement in the adjustment of the
measurement model (see Figure 7 and Table 9).
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Figure 7. B Impact Assessment— Adjusted Measurement Model (modified model).

These modifications improved the adjustment of the BIA model, especially regarding
the CFI and RMSEA indices. The remaining indices (CMIN/DF and TLI) reveal a suffera-
ble fit of the model to data (see Table 9).

Table 9. B Impact Assessment— Adjustment Indices (modified model).

Adjustment Indices Reference Values
Ratios on the order of 3:1 or lower are associated with
CMIN/DF 3.388
/ models with good fit [43,47]
CFI 0.908 Values above 0.90 alje usually .assoaated with models
with good fit [43]
TLI 0.863 Values above 0.90 indicate models with acceptable fit
[47,48]
RMSEA 0.068 Values between 0.03 and 0.08 are associated with good

fit, with 95% of confidence [43]

As explained in the method section, one of the fundamental assumptions of confirm-
atory factor analysis is data normality [43]. When the normality assumption is verified,
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the maximum likelihood method exhibits properties of consistency, asymptotic efficiency,
and asymptotic null bias [44]. The univariate and multivariate normality analysis is shown
in Table 10.

Table 10. Normality Assessment.

Variable Min Max Skew Kurtosis
Customers— Customer Stewardship 0.000 5.000 -0.293 -0.560
Governance—Mission Locked 2.500 10.000  -0.473 -1.734
Community —Supply Chain Management 0.000 10.900 0.855 0.292
Governance—Ethics and Transparency 1.000 7.800 0.563 -0.048
Governance—Mission and Engagement 0.000 6.000 0.620 0.178
Environment—Land and Life 0.000 10.200 0.989 0.383
Environment—Water 0.000 3.200 1.324 1.074
Environment— Air and Climate 0.000 12.900 1.018 0.911
Environment—Environmental Management 0.000 7.900 0.154 -0.416
Community —Civic Engagement and Giving 0.100 11.900 0.753 0.783
Community —Economic Impact 0.000 15.000 0.654 0.700
Community —Diversity, Equity, and Inclusion 0.300 12.500 0.689 0.815
Workers —Engagement and Satisfaction 1.200 9.700 -0.091 -0.444
Workers — Career Development 0.100 7.900 0.244 -0.625
Workers—Health, Wellness, and Safety 0.000 12.000 -0.148 -0.368
Workers—Financial Security 0.800 16.700 0.305 -0.817
Multivariate 3.088

According to [44], the normality assessment should be made through the analysis of
the asymmetry (Sk), kurtosis (Ku), and multivariate kurtosis (KuMult) values. In confirm-
atory factorial analysis, we can assume that there is a severe violation of normality when-
ever Skl >2-3, IKul >7-10 and |KuMult| > 10 [44,47]. Only in an extreme scenario of
violation of normality are the quality of the adjustment indices and parameter estimates
questionable [44].

In this context, the variables fulfil the assumption of univariate and multivariate nor-
mality (skew values less than or equal to 1.3; kurtosis values less than or equal to 1 and
multivariate kurtosis equal to 3.088).

Another aspect to consider in confirmatory factor analysis is the construct’s reliabil-
ity. Reliability is a measure of internal consistency, i.e., it measures the degree to which
the different observed variables analyze the same aspect. Cronbach’s alpha was used to
determine the reliability of the latent variables, since it is one of the most commonly used
measures to check the internal consistency of a set of items (see Table 11).

Table 11. Reliability analysis.

Latent Variables Cronbach’s Alpha
Governance 0.496 (2 items)
Workers 0.505 (4 items)
Community 0.403 (3 items)
Environment 0.723 (4 items)

Cronbach’s alpha ranges between 0 and 1, and it is acceptable to aggregate items
with a value greater than 0.6 [49]. However, as we can see, the latent variables present
reliability problems since the values obtained for Cronbach’s alpha are lower than 0.6,
except for the “environment” variable, which presents a higher value (0.723). These reli-
ability problems of the latent variables lead us to conclude that the B Impact Assessment
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model, as a measurement tool used by B Labs to assess companies’ social and environ-
mental impact, may not always give the same results when applied to structurally simi-
lar companies.

Several models were simulated in this research to understand which measurement
model structure best fits the data. Of all the models studied, the one where it was possible
to obtain the best adjustment indices was the following (see Figure 8):
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Figure 8. B Impact Assessment—Measurement Model (best fit model).

As can be seen, this model presents significant differences from the original model
that was tested. First, there was a reduction in the number of latent variables from four to
three by eliminating the governance indicator. Additionally, the observed variable (cus-
tomer stewardship) was removed from the model.

These changes introduced in the B Impact Assessment model, according to Figure §,
allowed us to achieve the final adjustment values mentioned in Table 12. As a result, the
simplified model exhibited a significantly higher quality of fit than the original model in
the sample under study.

Table 12. B Impact Assessment— Adjustment Indices (best fit model).

Adjustment Indices Reference Values
CMIN/DF 3140 Ratios on the order of 5t:1 or Iowc.3r are associated with models
with good fit [43,47]
CFI 0.941 Values above 0.90 are usually ‘assoc1ated with models with
good fit [43]
TLI 0.908 Values above 0.90 indicate models with acceptable fit [47,48]
RMSEA 0.064 Values between 0.03 and 0.08 are associated with good fit, with

95% of confidence [43]

5. Discussion

Public articles on B Corp certification have increased exponentially [8]. Some authors,
such as Putnam Rankin and Matthews [22], challenge academics to focus their efforts on
understanding this certification system by exploring all the perspectives surrounding it to
answer fundamental questions about its evolution and importance in the pro-social field.

Although the body claims to be a pro-social movement that “meets the highest stand-
ards of social and environmental performance,” in our research, we found companies cer-
tified by the B Corporation that achieved a high final score and were therefore classified
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as exceptional or extraordinary, but which then reveal weaknesses in key areas such as
environmental performance.

According to the data collected, it appears that there are no minimum impact scores
for the main sustainability pillars of the B Corp assessment system. This can lead to a
considerable imbalance in companies that manage to achieve high values in certain as-
sessment areas, thus obtaining the B Corporation brand seal, which, on the other hand,
demonstrate profound weaknesses in important areas of sustainable development.

Our research is in line with Tabares [50]. This author states that the B Corp model is
highly standardized and has similarities in different areas. However, of the five main pil-
lars of B Impact Assessment, the only one that seems to follow a standardized assessment
method is the one on governance (see Figure 2). Taking into account that the B Impact
Assessment evaluates how a company’s operations and business model influences their
workers, community, environment, and customers, our research is also in line with
Fonseca et al. [4]; Paelman, Van Cauwenberge and Vander Bauwhede [7]; Villela,
Bulgacov and Morgan [28]; and Grimes, Gehman and Cao [34], among others.

Despite several attempts to adjust the B Impact Assessment model, we could not ar-
rive at an adjusted model using all the audit variables that are part of the B Corporation
certification process. Among all the models structured and studied, the only one that al-
lowed us to reach a model with good adjustment and meeting the minimum number of
three observed variables for each latent variable [43], was taking into account only the
indicators of the environment, workers, and community, and therefore the governance
and customers indicators are not part of this model.

Additionally, the reliability analysis allowed us to verify that the B Impact Assess-
ment indicators present internal consistency problems, with the exception of environ-
ment. This finding should not be underestimated as it points to the possible lack of the
capacity of the B Impact Assessment to provide consistent results when applied to struc-
turally similar organizations.

Finally, it should be noted that the literature on sustainability tends to take for
granted the reliability of certification practices [18]. According to [18] “we should be skep-
tical about the ability of certification auditing to ensure accountability of organizations
with regard to sustainability, although auditing clearly plays a key symbolic role in pro-
ducing order, promoting the emergence of rationality and legitimacy” (p. 345).

These findings suggest that restructuring actions should be implemented to improve
the B Corp certification system, including both the measurement model and the evalua-
tion process carried out by the evaluators of B Lab.

6. Conclusions

The announcement of certifications in sustainability is positively associated with the
performance of companies [27]. In addition, B Corp certification conveys a perception of
trust and effectiveness in the social, economic, and environmental fields [25], providing a
seal of legitimacy for external markets, investors, and customers [28]. Nevertheless, the B
Corp movement competes alongside existing sustainability models and certifications [32].
Therefore, academic research should empirically assess the B Corp model’s reliability as
essential for its validation and legitimization.

According to the main objective foreseen for our study, after analyzing the data re-
lated to the B assessment process of 2262 companies, we conclude that the B Corp certifi-
cation model presents some weaknesses in the measurement constructs—mainly in the
governance and customers indicators, which does not allow the creation of a solid and
well-adjusted model. The only indicator that showed reliability, being somewhat suitable
for the purpose of this research, was the assessment of the environment, with a Cronbach’s
alpha of 0.723.

The final values obtained on the adjustment of the B Impact Assessment model are
outside the standards classified as good and suggested by the authors [43,47,48]. The only
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measurement model studied that could be classified as a good fit disregards the govern-
ance and customers indicators. These results further reinforce our argument about the
weaknesses of the B Corp model with regard to the governance and customer evaluation
indicators since it was possible to obtain a well-adjusted model without considering them.
The variables observed in audit process B, “mission locked” and “supply chain manage-
ment,” present a negative covariance value which indicates the opposite direction of con-
struct valuation. The variable “mission locked” has a p-value equal to 0.883, which statis-
tically leads us to consider that this variable is insignificant for the model.

By interpreting the results, everything leads us to believe that B Impact Assessment
does not follow a standard measurement scale with fixed maximum and minimum values.
Except for the governance indicator, all other B indicators show a high dispersion of the
data. The fact that there are apparently no minimum values established for each of the
five B indicators can lead to a considerable imbalance in the companies that manage to
attain high values in certain assessment areas. Thus, it is possible to obtain the B Corpo-
ration label, and, on the other hand, to show profound weaknesses in important areas of
sustainable development, such as the environment. Factually, looking at the results, the
most valued B indicator is community, and the least is governance, which reflects some
personality and objectivity traits of this certification model.

The scores of B Corps are mostly close to the minimum value for obtaining the cer-
tificate (80 points), which demonstrates that a large proportion of companies have an over-
all performance close to the baseline requirements.

As final remarks, it can be noted that the B Corp certification model could be im-
proved through a more accurate specification of the indicators’ measurement scales. In
addition, although the holistic perspective of the model can be pointed out as an ad-
vantage, it focuses on different social and environmental issues, which overall show meas-
urement inconsistencies. Moreover, it is considered that the B Corp certification model
can be strengthened by establishing procedures for monitoring the evaluators. It is known
that the evaluators are a critical element of any certification process, so the implementa-
tion of systematic procedures for the selection, training, and monitoring of evaluators may
also contribute to reducing measurement bias.

Furthermore, it should be acknowledged that models can have limitations, e.g., the
context can be a significant source of influence, namely under highly unpredictable and
unstable markets characterized by volatility, uncertainty, complexity, and ambiguity
(VUCA). Therefore, there are risks to oversimplifying the reality in which the organiza-
tions operate [51].

As future research recommendations, in-depth analyses of the certification processes
of B Corp companies, collecting primary data, are suggested to find areas for improve-
ment that may complement the results already achieved in this research.
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