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Abstract

Social movements challenge incumbents and drive institutional change by introducing market
alternatives—new products and organizational forms that embody an alternative institutional
logic. Research has shown that in response to market alternatives, incumbents resist through
heterogeneous behaviors: incumbents maintain their commitment to the dominant logic,
effectively marginalizing challengers, while also ostensibly endorsing the alternative logic and
often successfully coopting challengers. Although incumbents’ strategic responses to pioneering
market alternatives are well documented, we do not know how their heterogeneous behaviors
affect new waves of challenger mobilization and how these mobilizations may differently
address the hazards of cooptation and marginalization. We investigate the rise of the B Corp
(Certified B Corporation) movement against the backdrop of both ongoing shareholder
supremacy and rising corporate social responsibility (CSR) among incumbent corporations. Our
multi-method, multi-stage investigation reveals that heterogeneous incumbent behaviors
encourage new waves of challenger mobilization by seeding divergent mobilizing frames. This
variety can lead to a paradoxical form of mobilization in which challengers dynamically balance
the tension between their movements’ focus on expansion and purity, rather than prioritizing one
over the other. The B Corp movement demonstrates how achieving this balance may help
challengers avoid cooptation or marginalization, sustain their challenge against incumbents, and
achieve more-transformative change. For incumbents, our findings show that both resistance to
and the ostensible embrace of alternative logics may stave off immediate challenges but can also
invigorate future challenges that pose substantive threats to the dominant logic.

Keywords: paradoxical mobilization, new organizational forms, social movements, institutional
change, social entrepreneurship



A Certified B Corporation (B Corp) is a relatively new organizational form that embodies the
belief that a business’s purpose should be larger than maximizing shareholder value—it should
benefit all stakeholders. Largely driven by small private firms committed to sustainability, the B
Corp form has emerged in opposition to large publicly traded corporations, the dominant form of
business organization for the past century (Perrow, 2002; Schneiberg, 2011). We find it
interesting that the incumbent corporations against which B Corps mobilize have multiple faces.
Corporations maintain their profit-maximizing face, as they must continuously engage in
practices to maximize shareholder value, and the harmful consequences of these practices
provide a glaring target for some B Corps’ mobilization. Yet for strategic purposes, many
corporations today also ostensibly embrace the sustainability cause and implement putative
reforms under the umbrella of corporate social responsibility (CSR); such efforts also motivate
some B Corps, as they strive to be exemplars of genuine commitment to sustainability. While
prior research has documented market alternatives rising against uniform incumbents that
unvaryingly impose harms, our observation of heterogeneity among incumbents motivates a
novel question: why do incumbents’ contrasting behaviors encourage the emergence of
challenger movements for market alternatives, and how does this heterogeneity affect the
movements’ development?

Combining institutional theory and social movements theory, research on market
alternatives has shown that challengers create and legitimate new products and organizational
forms that embody alternative institutional logics (King and Pearce, 2010; Mclnerney, 2014;
Schneiberg and Lounsbury, 2017). These market alternatives undermine the dominant logic in
various fields, including food and beverage production (e.g., Carroll and Swaminathan, 2000;
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(e.g., Sine and Lee, 2009; York, Vedula, and Lenox, 2017), and finance (e.g., Haveman, Rao,
and Paruchuri, 2007; Schneiberg, King, and Smith, 2008). Across numerous contexts,
challengers mobilize with an ultimate goal of institutional change: to deinstitutionalize “existing
beliefs, norms, and values embodied in extant social structures and establish new structures that
instantiate new beliefs, norms, and values” (Rao and Giorgi, 2006: 271).

However, mobilizations for market alternatives also encounter formidable
countermobilization from incumbents (Fligstein and McAdam, 2012; Zietsma, Ruebottom, and
Shantz, 2018). Responding to institutional complexity enhanced by market alternatives (Kraatz
and Block, 2008; Greenwood et al., 2011), incumbents take strategic—and varying—actions to
address conflicting demands emanating from competing logics. While some incumbents
maintain their core commitment to the dominant logic, others also ostensibly endorse the
alternative logic to gain strategic benefits by encroaching upon the nascent niches, such as
microbreweries (Carroll and Swaminathan, 2000), organic farming (Lee, Hiatt, and Lounsbury,
2017), fair trade (Jaffee, 2012), and socially responsible investment (Child, 2015; Lee, 2021).

For challengers, incumbents’ strategic embrace of the alternative logic intensifies an
inherent tension between expansion and purity (Lee, Hiatt, and Lounsbury, 2017). Movements
that focus on expansion—such as the fair-trade movement or organic farming—encourage
incumbents’ participation, which often leads incumbents to coopt the movement (Jaffee, 2012;
Sikavica and Pozner, 2013; Child, 2015). In contrast, movements that prioritize preserving the
purity of their original ethos may successfully fend off incumbents’ entry but risk
marginalization, as was the case in the early microbrewery and micro-radio movements (Carroll
and Swaminathan, 2000; Greve, Pozner, and Rao, 2006; McKendrick and Hannan, 2013).

Consequently, when facing incumbents that strategically embrace the alternative logic, early



challenger movements—whether they focus on expansion or purity—often end up with equally
suboptimal outcomes: they are coopted or marginalized. In either case, challengers fall short of
the transformational institutional change they originally envisioned.

While the perils for early challenger mobilizations are well known, we need more
research on how incumbents’ heterogeneous resistance affects a new wave of challenger
mobilizations for market alternatives. Although scholars have begun to document cases in which
challengers renew their mobilizations against incumbent encroachment (Thompson and
Coskuner-Balli, 2007; Jaffee, 2012; Sikavica and Pozner, 2013), these emerging phenomena are
still poorly understood, particularly regarding the impact of incumbents’ heterogeneous
behaviors. The context of these mobilizations significantly differs from earlier ones. Just as
challengers’ initial mobilization increases complexity in incumbents’ environments, incumbents’
countermobilization adds significant complexity to the context in which challengers continue
their mobilization. Challengers no longer mobilize against homogeneously bad incumbents that
invariably impose harms; they now respond both to bad incumbents that continuously perform
the dominant logic and to seemingly good incumbents that ostensibly accommodate the
alternative logic. Consequently, challenger mobilizations that follow incumbent
countermobilization arise in a more complex environment, but to date we know little about how
this novel complexity may shape a new wave of challenger mobilizations.

To add to such knowledge, we investigate how challengers mobilize against
heterogeneous incumbents in the context of the B Corp movement. Our investigation of how this
movement emerged against not just profit-maximizing but also sustainability-endorsing
corporations reveals a novel pattern. We find that when arising against heterogeneous

incumbents, a challenger movement can go beyond the dichotomy of expansion-focused versus



purity-focused mobilization. The movement can evolve in a pattern we call “paradoxical
mobilization,” wherein the challenger embraces as a paradox the tension between expansion and
purity and manages it through dynamic balancing of the two (Schad et al., 2016). Our findings
ultimately suggest that incumbents’ heterogeneous responses to mounting challenges can lay the
foundation for paradoxical mobilization, which may unintentionally encourage a more sustained
and far-reaching challenge that can evade pressures for cooptation or marginalization.

We develop these findings by iterating between deductive testing of and inductive
building of theory (Kaplan, 2015; Ody-Brasier and Vermeulen, 2020), to not only confirm
predictions but also develop complementary insights to advance theory (Small, 2011). We begin
by quantitatively examining when paradoxical mobilization occurs. We find, in line with our
opening observations, that incumbents’ heterogeneous actions—both corporate harms and
reforms—simultaneously facilitated the early growth of the B Corp movement. We then
qualitatively investigate why paradoxical mobilization occurs, which reveals that heterogeneous
corporate behaviors seeded divergent frames within the B Corp movement. Following this
discovery, we explore how paradoxical mobilization develops and what consequences it may
create. Absorbing divergent frames, the B Corp movement dynamically balanced competing
demands for expansion and purity, demonstrating a developmental trajectory that to date has
been neither coopted nor marginalized. We wrap up our multi-stage investigation with a
theoretical model proposing that incumbents’ and challengers’ parallel strategic maneuvers and
mutual adaptations constitute the process of institutional change.

Our study integrates diverse perspectives on institutional change (e.g., Fligstein and
McAdam, 2012; Micelotta, Lounsbury, and Greenwood, 2017; Zietsma et al., 2017) to articulate

how incumbents’ countermobilization to avoid change can inadvertently incite a more vigorous



challenge, thereby renewing contestation and refueling institutional change rather than
restraining it. We also advance research on market alternatives by illuminating a novel
mechanism for a movement to scale without losing focus on its original values. Complementing
recent studies on the issue (e.g., Lee, Hiatt, and Lounsbury, 2017; Hedberg and Lounsbury,
2021), we show how incumbents’ heterogeneous countermobilization can encourage challengers
to engage in paradoxical mobilization and thereby potentially transcend the limitations of
expansion-driven or purity-focused mobilization. Our findings show how corporations’ strategic
attempts to absorb societal demands for sustainability may actually pave the way for more-

rigorous alternatives.

Context: Emergence of B Corps amid Heterogeneous Corporate Actions
The financialization of American corporations began in the late 1970s and gradually
institutionalized shareholder-centered corporate governance (Davis, 2009). In the process,
corporations increasingly performed practices that were overtly geared toward shareholder value
maximization, such as linking executive compensation with the firm’s financial performance
(DiPrete, Eirich, and Pittinsky, 2010), restructuring labor (Fligstein and Shin, 2007), widening
income gaps between executives and workers (Lin and Tomaskovic-Devey, 2013), repurchasing
stocks (Lazonick, 2014), and inflicting aggregate environmental damage (Dauvergne and Lister,
2013). By the late 1990s, large corporations were consolidated around the shareholder logic, a
variant of the market logic in corporate governance (Davis and Thompson, 1994; Lok, 2010).
The dominance of the shareholder logic has been significantly challenged in recent
decades by increasing societal demands for corporations to assume greater social and

environmental responsibilities and to go beyond fiduciary duties to shareholders in order to



fulfill the needs of all stakeholders (Margolis and Walsh, 2003; Vogel, 2005; Freeman, Harrison,
and Wicks, 2007). These pressures represent the stakeholder logic, a variant of the community
logic in corporate governance (Lee and Lounsbury, 2015; York, Hargrave, and Pacheco, 2016),
and have grown through various movements including consumer boycotts (Soule, 2009) and
shareholder activism (Rehbein, Waddock, and Graves, 2004), as well as pioneering market
alternatives such as socially responsible investment (Yan, Ferraro, and Almandoz, 2018) and fair
trade (Reinecke, Manning, and von Hagen, 2012). For large corporations, the rising pressure
from the stakeholder logic has generated potentially contradictory institutional demands.

Notably, shareholder-centered corporations have nimbly responded to the new demands
by increasingly adopting both symbolic and substantive CSR practices (Raffaelli and Glynn,
2014; Barman, 2016). For example, CSR reporting has grown dramatically, expanding from 35
percent of the global Fortune 250 companies in 1999 to 92 percent in 2015 (KPMG, 2015).
Many large firms have undertaken ambitious environmental programs, such as Wal-Mart’s
commitment to zero waste and McDonald’s goal of using sustainably sourced foods (Dauvergne
and Lister, 2013). Analysis of social practices among the S&P 500 also points to an upward trend
in areas like community relations and workforce diversity (Bansal, Gao, and Qureshi, 2014).
These reforms have helped corporations effectively address societal pressures without radically
altering their essential commitment to shareholder value (King and Pucker, 2021).

Amid the coexistence of these heterogeneous corporate behaviors, a new wave of
mobilizations around novel organizational forms has emerged. These new forms offer
alternatives to the shareholder-centered corporate form by providing legal structures enabling the

simultaneous pursuit of financial and nonfinancial goals.! The B Corp movement led this trend,

! In addition to B Corps, these alternative forms include low-profit limited liability companies (L3Cs), social
purpose corporations, community interest companies in the United Kingdom, and Entreprises a Mission in France.



enabling companies to achieve certification for their genuine commitment to maximizing
benefits to all stakeholders, not just shareholders. The movement was driven by B Lab, an
independent nonprofit organization that certifies firms into the B Corp form. B Lab certified the
first generation of American B Corps in 2007. Following its globalization effort in 2012, more
than 4,200 B Corps existed in over 70 countries as of February 2022. Figure 1 presents the
industry distribution of early B Corps—those certified up to 2011 (before the movement’s
globalization).

[Insert Figure 1 about here]

B Lab applies rigorous criteria for joining the movement and publicly shares each firm’s
profile, preventing possible impostors. Aspiring firms first complete the B Impact Assessment,
which measures the degree to which the firm creates social and environmental benefits regarding
employees, consumers, community, the environment, and governance. B Lab verifies that the
scores exceed a threshold to ensure that certification is not a “do-gooder” facade but a reflection
of the firm’s substantial commitment. Firms that pass the threshold must amend their corporate
charters to incorporate diverse stakeholders’ interests into the fiduciary duties of directors and
officers. This step typically involves adopting a locally available legal structure (e.g., benefit
corporation) that mandates the pursuit of value for all stakeholders, solidifying these firms’
divergence from shareholder-centered conventional corporations.

The B Corp movement grew as small privately held firms specializing in social and
environmental sustainability came to embrace their identities. Initially, short-term instrumental
benefits of the certification were insignificant because the B Corp label was little known even
among consumers who were conscious of social and environmental issues; therefore not all B

Corps actively promoted the label (Gehman and Grimes, 2017). Moreover, securing the



certification was not easy. Only a small fraction (about 7.5 percent) of the firms that took the
assessment met the threshold for certification, and the first generation of B Corps had an average
age of 7.6 years prior to certification. This indicates that the movement’s early days were driven
mostly by established organizations that had long nurtured their commitment to social and
environmental values. Pioneering members included notable leaders in the domain such as
Seventh Generation, Patagonia, and King Arthur Flour, a two-century-old employee cooperative.

The initial growth of B Corps represents a clear case of a social movement offering an
alternative to the institutionalized dominance of shareholder-centered governance. B Lab
describes adopting the new form as joining an insurgent movement in which “a new type of
corporation” leads a “growing global movement” to create “benefits for all stakeholders, not just
shareholders.”? Joining firms sign a “Declaration of Interdependence” that valorizes
interdependency among multiple stakeholders and disparages an exclusive focus on
shareholders. Participants emphasize the urgency of their cause, as exemplified by Patagonia’s
claim that “The B Corp movement is one of the most important of our lifetime.”

In the following sections, we turn to our multi-stage investigation into how the B Corp
movement, representing a new wave of mobilization for market alternatives, emerged and
developed against incumbent corporations engaging in heterogeneous behaviors. First, through a
quantitative analysis, we examine the impact of corporations’ heterogeneous behaviors on the

movement’s early growth.

Investigation 1. Heterogeneous Incumbents’ Influence on the Emergence of Challenger

Mobilizations

2 https://www.bcorporation.net/what-are-b-corps/the-b-corp-declaration
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Social movements provide an important impetus for institutional change by offering alternative
products, services, or organizational forms (King and Pearce, 2010; Schneiberg and Lounsbury,
2017). These market alternatives affect the field’s governing institutional logics, defined as
“patterns of cultural symbols and material practice, including assumptions, values, and beliefs,
by which individuals and organizations provide meaning to their daily activity, organize time and
space, and reproduce their lives and experiences” (Thornton, Ocasio, and Lounsbury, 2012: 2).
Challengers “occupy less privileged niches within the field and ordinarily wield little influence
over its operation” (Fligstein and McAdam, 2011: 6). Yet as they promote a market alternative
that embodies an alternative logic, they increasingly threaten the dominance of the field’s
existing logic. For example, the rise of craft alternatives in alcoholic beverage industries severely
undermined the dominance of industrial producers (Carroll and Swaminathan, 2000;
McKendrick and Hannan, 2013). In this process, incumbents, who “wield disproportionate
influence within a field and whose interests and views tend to be heavily reflected in the
dominant organization of the [field]” (Fligstein and McAdam, 2011: 5), assume an important
role because challengers typically develop their alternatives in clear opposition to incumbents.
For example, modern architecture emerged as a minority group of architects mobilized against
the incumbent classical revivalists (Jones et al., 2012), and the system of industrial agriculture
provided the target against which activist farmers defined grass-fed meat and dairy products
(Weber, Heinze, and DeSoucey, 2008).

While highlighting the importance of incumbents, prior studies have largely focused on
market alternatives that emerged against uniform incumbents, which unvaryingly impose harms
and thereby set the stage for the rise of the agentic challengers. This focus inadvertently

overlooks the parallel agency of incumbents. The rise of market alternatives increases
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institutional plurality in the field (Kraatz and Block, 2008), intensifying contestation among
competing logics (Marquis and Lounsbury, 2007). For incumbents, which are deeply entrenched
in the existing institutional order, the rise of a competing logic becomes the source of
institutional complexity—the experience of “incompatible prescriptions from multiple
institutional logics” (Greenwood et al., 2011: 318). To address this situation, skilled incumbents
“use their resources and cultural advantages to . . . respond strategically” (Fligstein and
McAdam, 2012: 98).

Incumbents’ strategic responses to rising institutional complexity then alter the context
for subsequent mobilizations for new market alternatives. Unlike earlier market alternatives that
emerged against more-uniform incumbents, challengers now face heterogeneous incumbents
because incumbents’ responses to institutional complexity can take various forms, ranging from
prioritizing one logic and marginalizing the other to paying a symbolic tribute to one logic while
preserving commitment to the other (Pratt and Foreman, 2000; Kraatz and Block, 2008). These
varied and seemingly contradictory incumbent actions should significantly influence challengers’
subsequent mobilization. Greenwood and coauthors (2011: 357) posited that “the aggregation of
organizational responses to complexity, whether coordinated or not, can have important effects
on field structure.” Building on this idea, we theorize that heterogeneous actions by visible and
powerful incumbents shape challengers’ perceptions of how an alternative logic is situated vis-a-
vis the dominant logic (Raynard, 2016).

We next hypothesize the impact of heterogeneous incumbent actions on challenger
mobilizations at the industry level. Due to competitive and institutional pressures, each industry
constitutes a distinctive organizational field (Zietsma et al., 2017) in which challengers closely

monitor and position themselves against incumbents. Additionally, this design allows us to
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exploit the unique opportunity that the B Corp context provides. Unlike previous cases of market
alternatives that have been typically limited to a single industry (e.g., microbrewing or
alternative radio), B Corps advance an alternative principle of corporate governance and so
emerge across multiple industries. This enables a comparative investigation of how incumbent
actions that vary across industries shape the rate of challenger mobilization in each industry.
Impact of Incumbents’ Continued Commitment to the Dominant Logic
Even facing the rise of competing institutional pressures, incumbents cannot easily abandon their
commitment to the dominant logic because the commitment ensures reliability, which has
enabled their competitive advantage in the hitherto stable institutional environment (Hannan and
Freeman, 1984). When incumbents publicly display their continued commitment to the dominant
logic, challengers may take it as a signal that reaffirms “a clear and widely-acknowledged
hierarchy” among logics (Raynard, 2016: 314). Challengers would perceive that the dominant
logic is unambiguously prioritized in their industry, and other logics are marginalized to the
extent that institutional pluralism is deemed nearly nonexistent. In this context, their commitment
to alternative values and beliefs is continuously seen as deviant and illegitimate, generating a
sense of marginalization among challengers. This heightened sense of marginalization can
promote an oppositional consciousness and feelings of solidarity with similar others (Mansbridge
and Morris, 2001), triggering mobilization to oppose and transform the existing system
(Anspach, 1979). This mobilization can then facilitate the growth of an organizational form
embodying the alternative logic (Marquis and Lounsbury, 2007).

Furthermore, incumbents’ persistent performance of the dominant logic also makes the
alternative logic less visible to audiences. Through social categorization, external audiences

often understand individual organizations by their group characteristics (Allport, 1954), and the
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wrongdoing of individual organizations has spillover effects, stigmatizing other members in the
same industry (Jonsson, Greve, and Fujiwara-Greve, 2009). This suggests the more that
incumbents act out the dominant logic, the more likely that challengers in the same industry are
perceived as upholding the same logic unless they magnify their implicit criticism into a more
overt endorsement of the alternative logic. The desire to avoid the imposition of a dissonant
image and preserve their positive deviance provides additional motivation for challengers to
actively participate in a movement for market alternatives (Grimes, Gehman, and Cao, 2017).

In the context of B Corps, corporate commitment to shareholder value maximization did
not wane in the face of mounting criticisms or the devastating financial crisis in 2008. For
decades, corporate pursuit of shareholder value emphasized cost reduction and profit
maximization above all else, which inflicted enduring damage, particularly on labor (Lin and
Tomaskovic-Devey, 2013; Davis and Kim, 2015). At the same time, skeptics frequently
disparaged efforts to use business to solve social and environmental issues as a “grand illusion”
(Karnani, 2011: 69), further marginalizing the alternative belief. Corporations’ persistent
commitment to shareholder value and use of associated practices indicated the unwavering
dominance of the shareholder-centered governance logic.

In this context, challenger firms with a long-held commitment to social and
environmental responsibility would experience continued marginalization and increased
discrepancy between external images and their own values and beliefs. They would thus be
likely to participate in the B Corp movement by adopting the form to highlight their contextual
distinctiveness from profit-maximizing corporations (Gehman and Grimes, 2017). Therefore,

large corporations’ continued performance of the shareholder logic likely helps to catalyze
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challengers’ overt endorsement of the alternative stakeholder logic embodied by the B Corp
form. This reasoning leads to our first hypothesis:

Hypothesis 1: Industries with greater prevalence of corporate practices to maximize

shareholder value will experience the formation of more B Corporations than will

industries in which these practices are less prevalent.
Impact of Incumbents’ Ostensible Endorsement of the Alternative Logic
Research on institutional complexity has shown that incumbents also actively adapt to the rise of
a new logic, often by strategically absorbing criticisms without making substantive changes
(Lok, 2010; Fligstein and McAdam, 2012) and by borrowing challengers’ language and practices
(Lounsbury, Ventresca, and Hirsch, 2003; McDonnell and King, 2013; Walker, 2013). When
incumbents outwardly embrace the alternative logic, their actions alter field participants’
perceptions of how the dominant and alternative logics are related. Different logics are regarded
as compatible when they imply consistent organizational actions (Besharov and Smith, 2014).
When incumbents, whose identity is rooted in the dominant logic, publicly display actions that
are consistent with the alternative logic, such actions can create an impression of increased
compatibility among the dominant and alternative logics. Yet challengers, which regard
themselves as authentically embodying the alternative logic and still see the logics as
incompatible, may perceive this increased compatibility as ungenuine. This perception of false
settlement between logics can engender a sense of threat for challengers because although their
commitment to an alternative logic now appears legitimate and valued, its distinctiveness from
the dominant logic is increasingly blurred, raising the risk of the alternative logic being imitated
and infringed upon by inauthentic claims.

This condition is likely to fuel mobilization of authenticity concerns, wherein actors seek

to establish their genuine connections to valued objects (Carroll and Wheaton, 2009; DeSoucey,
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2010; Verhaal, Khessina, and Dobrev, 2015; Frake, 2017). DeSoucey’s (2010) study of
“gastronationalism” found that nations claim to be the true producers of certain foodstuffs (e.g.,
Greek Feta cheese) in order to protect their heritage against imitators, and consequently enhance
their national identity. Likewise, Verhaal and colleagues (2015) found that specialty brewers use
oppositional product names to signify their authenticity to the movement cause. These studies
suggest how mobilization can grow not just from systematic oppression of a marginalized
alternative logic but also from perceived infringement on a valued minority logic.

Incumbents’ claims to an alternative logic can invigorate this authenticity work among
challengers. When their distinctiveness is at risk, group members tend to more strongly affirm
their membership by constructing a clearer boundary against overlapping outgroups and
displaying hatred and disgust toward them (Spears, Doosje, and Ellemers, 1997). In the same
vein, the threat to the distinctiveness of their alternative commitment can motivate challengers to
mobilize to prove their genuine connection to the alternative logic and strengthen their
distinction against what they see as impostors. This mobilization facilitates the creation of
alternative forms, which help reinforce a symbolic boundary around their affiliation with the
alternative logic (Taylor and Whittier, 1992).

Establishing authenticity is also closely tied to long-term strategic interests, as all
“symbolic struggles have material stakes” (Armstrong and Bernstein, 2008: 92). Incumbents’
infringement upon the alternative logic likely threatens challengers’ market niche. This material
consideration generates additional motivation for challengers not just to police existing
boundaries but also to augment the boundaries by raising the bar for what it takes to belong to
the niche. Challengers can achieve this goal by attempting to develop a robust market alternative

with more-explicit and rigorous standards.
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In this study’s context, not only the persistence of shareholder capitalism but also
corporations’ ostensible endorsement of stakeholder values and sustainability concerns are likely
to facilitate the emergence of B Corps. Corporations’ strategic embrace of the stakeholder logic,
particularly manifested by CSR practices geared toward enhancing their external image as
responsible actors, suggests that the traditional shareholder-centered governance is compatible
with the emerging stakeholder-inclusive focus. The rise of CSR threatens to diminish the
differentiation of companies that see themselves as genuinely embodying social and
environmental commitments. Many of the early B Corps, such as Patagonia and King Arthur
Flour, are companies with a long track record of social and environmental commitment. For
them, highlighting their distinctiveness matters because it can prevent further dilution of social
and environmental commitments. Strategically, becoming a B Corps also rebuilds distinction in a
way that is very difficult for conventional corporations to imitate due to the certification’s
rigorous assessment standards and the required amendments to the corporate charter that elevate
the rights of non-shareholding stakeholders. Therefore, large corporations’ increasing claims to
be CSR champions are likely to encourage challengers committed to sustainability to join the B
Corp movement in order to validate the authenticity and distinctiveness of their commitment. We
formalize this reasoning in our second hypothesis:

Hypothesis 2: Industries with greater corporate attempts at endorsing environmental and

social responsibility will experience the formation of more B Corporations than will

industries in which such attempts are less prevalent.
Data and Analysis

Dependent variable. We tested our hypotheses through industry-level analyses by

observing the number of newly certified B Corps in each industry from 2007 to 2011, which

reflects the emergence of mobilization for a market alternative. We limited our observation to the
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earliest stage of B Corp development because B Lab started a global expansion in 2012; by this
time B Corps had started to gain external recognition, possibly attracting organizations with
more-immediate instrumental motives (Hiatt, Sine, and Tolbert, 2009). Since our theoretical
interest lies in understanding the emergence of mobilization, we focused on the early period,
when becoming a B Corp was a clear political statement rather than a marketing tool. For the
sampling frame, we used the 272 four-digit NAICS industries that had at least one publicly
traded corporation during the observation period.

To construct our dependent variable, we gathered information about each of the 514 B
Corps’ specific products or services by scraping firm profile pages on the B Lab website multiple
times throughout the research process (beginning in 2010), as well as visiting individual firms’
websites. By comparing this information and the detailed description of each NAICS category
from the U.S. Census Bureau, we then assigned a four-digit NAICS code to each firm. For some
exceptional cases that matched multiple NAICS codes, we focused on the product/service
highlighted in the B Lab profile page. Also, when multiple NAICS categories were relevant to a
firm’s main product based on the Census Bureau’s definition, we searched for public companies
that produced the most similar product/service and assigned their NAICS code. We went through
this careful coding procedure because the sample firms were generally small private businesses,
and therefore no official industry categorization was available for them.? Through this effort, we
categorized the entire sample of 514 B Corporations into 99 four-digit NAICS industries.

Explanatory variables. To test Hypothesis 1, we used a comprehensive set of indicators

that have been identified in the literature as particularly salient manifestations of shareholder

3 Although there are commercial datasets with industry information for small businesses (e.g., Dun & Bradstreet),
their coverage was not comprehensive and the information was not always aligned with each B Corp’s own focus
linked to the certification.
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value maximization: mass layoffs, income inequality, and stock repurchases. First, we analyzed
the impact of mass layoffs. The rise of shareholder-centric governance led to a greater emphasis
on cost control, which had enduring and widespread consequences for labor. Mass layoffs
became a prevalent practice (Fligstein and Shin, 2007), which investment managers encouraged
even for profitable firms despite their “adverse human and organizational effects” (Budros, 1997:
230). Frequent layoffs and increased long-term unemployment (Hacker, 2006) contributed to the
general perception that corporations’ primary goal was still to maximize shareholder value. We
measured the number of mass layoff events, using detailed industry-level data obtained through
special request to the Mass Layoff Statistics program from the Bureau of Labor Statistics (BLS).

Next, we measured income inequality between top executives and average workers. To
incentivize top managers to focus on shareholder value, executive compensation has been
increasingly tied to firms’ financial performance (DiPrete, Eirich, and Pittinsky, 2010). Coupled
with stagnant worker wages, this practice led to the surge in inequality in recent decades (Lin
and Tomaskovic-Devey, 2013). Increased inequality has spawned widespread grievances
throughout society, as the Occupy Movement dramatically demonstrated with its collective rage
against the widening gap between the 1 percent and the 99 percent. Therefore, in industries that
reflect a wider compensation gap between top executives and average workers, the persistent
pursuit of shareholder value should be more glaring. Following prior research (Sabadish and
Mishel, 2012), we measured income inequality as the ratio of average executive compensation
(from Compustat Execucomp) to average nonsupervisory production worker compensation (from
BLS Current Employment Statistics).

Finally, we measured the degree of stock repurchase—an emblematic corporate policy to

appease financial stakeholders (Zajac and Westphal, 2004) that has been criticized as a
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detrimental maneuver channeling corporate profits to short-term elevation of the share price
rather than to internal reinvestment (Lazonick, 2014). Using the Thompson Financial database
(formerly Securities Data Company), we counted the aggregate number of announced stock
repurchase plans in the industry-year.

For Hypothesis 2, we measured corporate attempts to address the rising stakeholder logic
by visibly endorsing the cause of social and environmental sustainability with three distinct
indicators. First, we calculated overall CSR reputation by using the CSR strengths in MSCI ESG
Stats (formerly known as KLD), which rated the 3,000 largest U.S. corporations on the
dimensions of environment, community, human rights, employee relations, diversity, product,
and governance. Following previous research (Servaes and Tamayo, 2013), we first calculated
firm-level CSR reputation scores by dividing the focal firm’s number of strengths by the
maximum possible on each dimension and summing the ratio across all dimensions, generating a
range of zero to seven. We then averaged these at the industry level. This measure is particularly
suitable for our analysis because the strength scores reflect externally recognized firm reputation
rather than actual environmental performance (Chatterji, Levine, and Toffel, 2009).

Second, we used trademark data to capture corporations’ use of marketing to appear
engaged with sustainability concerns. Trademarks communicate core market offerings to
consumers and protect these messages as intellectual property (Wilkins, 1992). To calculate our
measure of sustainability trademarks, we first constructed a weighted dictionary of relevant
terms that we could use to identify relevant trademarks. This step entailed comparing term
frequencies between two corpuses: the set of web pages from B Lab describing each of our 514
B Corps and a set of 1,000 articles from the Wall Street Journal (WSJ) business section. To

identify one- and two-word phrases that particularly characterized CSR, we first divided phrase
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rates (number of phrase occurrences divided by all words) in the B Lab corpus by the rates in the
WSJ corpus, and then we multiplied these figures by phrase frequencies in the B Lab corpus in
order to promote phrases that were more common there. We extracted the top 200 phrases and
normalized the scores to range from 1 to 100. This procedure yielded an index of B Corps’
conception of how particular a phrase was to CSR. The top ten phrases were living wage, fair
trade, sustainability, recycled, underrepresented populations, environmental impact, organic,
recycling program, impact assessment, and underrepresented. We then extracted from the U.S.
Patent and Trademark Office dataset the trademarks of large public companies, identified using
Compustat and matching on firm names. Lastly, we searched this subset of trademarks for
matches to our CSR dictionary, multiplied each phrase match by its index score, and summed the
results by industry-year. The end result is a measure of the extent to which conventional firms
were positioning themselves in the CSR space through their marketing.

Third, we used a similar approach to track corporations’ acquisitions of firms specializing
in sustainability. These acquisitions of sustainability specialists were an especially strong
competitive threat to potential B Corps because they enabled corporations to assume challengers’
identity and market positions, helping to overcome ideological entry barriers (Carroll and
Swaminathan, 2000). B Lab also frequently cited the threat of acquisition in its arguments that B
Corp certification can protect social and environmental commitments even after ownership
change (Honeyman, 2014). To construct our measure, we searched the Zephyr acquisitions
database for completed deals in the United States in which the acquired firm was not a public
company and its description matched our CSR dictionary. We then summed the index values for

the matched phrases from these deals and tabulated the data by industry-year, using the NAICS
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codes associated with the acquired firms. The result was a measure of corporate acquisitions of
companies that specialized in environmental and social responsibility.

Control variables. To reduce the possibility of unobserved common causes of the
outcome and the key predictors, we included a robust set of controls. To isolate the impact of
specific incumbent actions from the general demands emanating from the alternative logic, we
included variables measuring external pressures for sustainability, or the “market for virtue”
(Vogel, 2005). These were demands for social and environmental responsibility coming from
diverse stakeholders such as activists, employees, and investors (Freeman, Harrison, and Wicks,
2007). To capture activists, we included shareholder activism with the number of shareholder
resolutions related to social issues per industry-year. The data came from the Risk Metrics
database, and we counted the industry-wide number of shareholder resolutions on social issues,
using the target firm’s primary NAICS code. We also entered the number of consumer boycott
events per industry-year reported in five major newspapers: New York Times, Washington Post,
Wall Street Journal, Chicago Tribune, and Los Angeles Times (King, 2008). We searched for the
term “boycott” from the Factiva news database, which produced about 2,400 articles between
2006 and 2010. We read each article and identified all boycott events reported during the time
period that targeted specific firms. We then counted the number of boycotts per industry-year
based on the target’s primary NAICS code.

To capture labor pressure for sustainability, we used employee liberalism. Following
prior research, we measured this construct with data on individual contributions to federal
elections (Chin, Hambrick, and Trevifio, 2013). This work established that support for
Democrats in the U.S. context is associated with valuing CSR. To calculate our measure, we

used data from the most recent major election cycle at the time of B Corp emergence, 2007—
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2008. Using fuzzy matching, we linked the employer names associated with contributions to
firms in Compustat in order to determine industry codes, and we added industry information for
private firms with at least 100 contributions. Aggregating to the industry level, we calculated the
proportion of contributions to Democrats and the proportion of contribution dollars to Democrats
and averaged the two proportions.

To capture the investor demands for sustainability, we included the degree of socially
responsible investment (SRI) in the industry, since SRI funds limit their investment to firms with
responsible practices. We first identified the list of SRI open-end mutual funds from Morningstar
Direct. By linking these data to the Thompson Reuters Mutual Fund Holdings database, we
calculated firm-level holdings by all SRI mutual funds, which we then aggregated to the industry
level. We divided this figure by the total market capitalization to control for performance
unrelated to sustainability.

In addition, we included a wide array of controls for various industry characteristics that
could encourage B Corp certifications. To account for the saliency of the incumbents, we
measured the concentration of the ownership type (McKendrick and Hannan, 2013). We used the
Census Bureau’s Legal Form of Organization data and calculated organizational form
concentration with the Herfindahl-Hirschman Index. Higher concentration indicates that more
organizations in the industry are consolidated around the dominant corporate forms. We captured
industry size through the number of firms and gross domestic product (GDP) by industry from
the Bureau of Economic Analysis. We measured industry profitability by the average return on
assets from Compustat, and industry growth by the percentage change in the number of
establishments from the Employment Change archive in SUSB. We used the industry-level

Kauffman Index of Entrepreneurial Activity to control for the degree of entrepreneurial activity.
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We included R&D intensity and advertising intensity to control for the possible advantages of
adopting a new form in industries with greater demands for innovation and differentiation, and
we included dummy variables to indicate missing cases. To account for density dependence and
the strength of the existing B Corp movement itself, we entered the accumulated number of B
Corps in each industry up to the prior year (B Corp density). Year dummy variables captured
temporal effects, such as the influence of the financial crisis in 2008.

Analysis. For model estimation, we employed the Generalized Estimating Equations
(GEE) regression model with the log link function and a negative binomial distribution, an
analytical method used in previous studies with similar data structures (Walker, 2009; Verhaal,
Khessina, and Dobrev, 2015). We chose this model to exploit both cross-sectional and temporal
variance in our data and to account for the nature of our outcome variable (count variable).
Cross-sectional variation in our variables was much greater than temporal variation, and many
industries were eligible but had not yet experienced B Corp emergence, which is theoretically
meaningful information. While fixed-effects models preclude modeling on these variations, GEE
allows for analyzing differences across both industries and time periods. In addition, the
parameter estimates in fixed-effects models are greater than those in GEE because for nonlinear
models such as count models, the probability of the mean subject is not equal to the mean
probability (Szmaragd, Clarke, and Steele, 2013).

We preferred GEE over random-effects models because the former does not require the
often problematic assumption that unobserved characteristics of industries are statistically
independent from the explanatory variables (Allison, 2009) and instead allows researchers to
specify the correlation structure among residuals, which is derived from the data. Quasi-

likelihood information criterion (QIC) simultaneously considers the goodness-of-fit and the
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model complexity (Cui, 2007), and it indicated a first-order autoregressive (AR1) correlation as
the best correlation structure. We used a negative binomial distribution because the dependent
variable was a count variable with significant overdispersion (G2 = 67.80, p <.001). While we
also considered zero-inflated models because a substantial portion of the industry-years did not
experience a B Corp certification during the initial diffusion, we ruled it out because the Countfit
procedure in STATA suggested that the negative binomial model predicted a sufficient number
of zero counts and fit better with the data (Cameron and Trivedi, 2009). Lastly, we lagged all
independent variables by one year and used the Huber—White sandwich estimator of variance to
obtain cluster-robust standard errors.
Results
Table A1 in the Online Appendix reports descriptive statistics and correlations. Bivariate
associations for key variables are generally in the expected direction but low to moderate. Next,
we test hypotheses net of controls.
[Insert Table 1 about here]

Table 1 presents negative binomial regression models for the number of newly certified B
Corps. Model 1 includes only the control variables reflecting general industry characteristics.
The results show that more B Corps emerge in industries with more firms and more new
establishments. Also, industry GDP is negatively related to B Corp creation, indicating that B
Corps tend to arise in smaller industries in terms of revenue. In line with previous research,
saliency of incumbents has a significant positive effect. B Corps emerge more vigorously in
industries with higher consolidation around the corporate forms. The R&D and advertisement
intensities show positive effects on the emergence of new B Corps, indicating that the rise of

market alternatives is tied to investments in innovation and differentiation. Finally, confirming
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the density dependence process and the positive impact of the extant B Corp movement, the
number of existing B Corps in the industry has a significant positive effect.

In Model 2, we include our control variables reflecting societal demands for
sustainability. Shareholder resolutions on social issues encourage new B Corps, indicating that B
Corps tend to emerge where activists more vigorously pressure firms to be socially and
environmentally conscious. However, boycotts, the proportion of socially responsible
investment, and employee liberalism are not significantly related to B Corp emergence, and the
shareholder resolutions’ effect falls out of significance in full models. These null findings
suggest that the B Corp movement is largely independent of stakeholder demands, which could
reflect our focus on the initial diffusion of B Corps when the B Corp concept was little known,
mitigating instrumental motives. The findings are also consistent with our view that incumbent
actions are the main drivers of the new waves of mobilization for market alternatives.

Model 3 tests Hypothesis 1. Mass layoffs, income inequality, and the degree of stock
repurchase all significantly increase the rate of B Corp creation, supporting Hypothesis 1. This
pattern suggests that the initial B Corp movement is driven by corporations’ continued
performance of shareholder value-maximizing practices. Holding all other variables constant, a
one-standard-deviation increase in stock repurchase, mass layoffs, and income inequality each
boosts the predicted rate of new B Corp creation by 14, 14, and 24 percent, respectively. In the
model with all incumbent actions (Model 5), both mass layoffs and income inequality remain
strongly significant. These results support our prediction that challengers are more likely to
mobilize around market alternatives when they are surrounded by incumbents that continue to

uphold the dominant logic.
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Model 4 tests Hypothesis 2. All three variables show that the initial growth of B Corps is
stronger in industries in which corporations more actively attempt to visibly embrace the
stakeholder logic, supporting Hypothesis 2. The index of CSR reputation increases the number of
new B Corps, indicating that B Corps emerge in reaction to large companies bolstering their CSR
reputations. Similarly, the degree of sustainability-related trademarks positively affects the
number of new B Corps, suggesting that when corporations turn their messaging toward CSR
themes, more new B Corps emerge in the industry. Finally, acquisitions of companies specialized
in sustainability are also positively and significantly related to the number of new B Corps,
revealing that firms committed to sustainability adopt the B Corp form out of concern over
corporate takeovers of like-minded firms. All these effects are substantial, with one-standard-
deviation shifts corresponding to increases in the predicted rate of new B Corp certifications by
35 percent for positive CSR reputations, 21 percent for CSR trademarking, and 23 percent for
CSR acquisitions. These effects are robustly significant in the full model and remain unchanged
when we increase the time lag to two years. These results suggest that the initial growth of B
Corps is partly driven by corporate attempts to address the rise of the alternative stakeholder
logic. Challengers more actively participate in the movement for market alternatives when they
need to elaborate their distinctive identity and fortify the boundary against the incumbent
impostors. Model 5 includes all incumbent actions. While stock repurchases loses significance,
the other key variables remain significant.

Whereas our main models exploit between-sector variance, we conducted an additional
robustness check using sector dummy variables to limit variation to within-sector dynamics.
Sector dummy variables (two-digit NAICS codes) control for varying societal pressures across

sectors and any unobserved heterogeneity at the sector level, clarifying the focus on incumbent

27



actions in specific industries (four-digit NAICS codes). For example, while the stakeholder logic
might be stronger in business services than in utilities, sector dummies isolate differences among
same-sector industries (e.g., consulting versus advertising and electric power versus natural gas).
In addition, while the B Corp certification process is largely consistent across industries
(Marquis, Klaber, and Thomason, 2010), sector dummy variables control for any possible effect
of different versions of the assessment test across sectors. Model 6 introduces sector dummy
variables, and the results remain largely the same: the effects of income inequality, CSR
reputation, trademarks, and acquisitions all remain robust, while the effect of mass layoffs
becomes marginally significant (p < 0.1), indicating that part of this effect is due to cross-sector

variation.

Investigation 2. Divergent Frames in Challenger Mobilizations

The results from Investigation 1 indicate that seemingly contradictory incumbent actions—
committing to the dominant logic and embracing the alternative logic—commonly encourage
challenger mobilization. While each prediction is consistent with theory, the coexistence of both
effects suggests potential heterogeneity within the B Corp movement in terms of reasons for
participation. We next conduct a content analysis of B Corps’ stated reasons for certification to
further explore this possibility.

Data and Analysis

We collected our qualitative data primarily from the B Lab website that publicizes each member
firm’s reasons for becoming a B Corp. For missing firms, we searched the company’s web pages,
press releases, and news articles. As a result, we collected the responses from 499 of the 514

firms in our sample. The average length of the response was 49 words, and the range was from
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12 to 393. We analyzed these responses, applying the procedures of interpretive textual analysis
(Gephart, 1997; Osborne, Stubbart, and Ramaprasad, 2001), wherein we inductively derived
themes from the data, while having the earlier analysis provide overarching guidance (i.e., a
focus on incumbents). We separately coded each firm’s reasons by generating and assigning
short terms that summarize abstract meanings of selected text (Locke, 2001) and simultaneously
constructed a hierarchical structure of these codes by constantly comparing the data and
emergent theoretical insights. Building on this content analysis, we also conducted
computational text analysis to compare aggregate differences in vocabulary usage across the
emergent codes (Loewenstein, Ocasio, and Jones, 2012). Following established procedures, we
removed stop words, stemmed the remaining words, and focused on nouns. We then tallied the
frequency of major words and explored relationships among them (Jones et al., 2012).
Findings: Two Divergent Reasons for B Corp Certification
Our content analysis revealed 24 first-order codes nested underneath four higher-order codes (see
Table 2). Each code represented a specific reason for an individual B Corp’s decision to adopt
the new form. We then constructed a binary matrix of the four higher-order codes to tabulate the
frequency of reasons and their correlations (see Table 3). The average number of higher-order
codes per firm was 1.48 (S.D. = 0.68), while 53 percent of the sample had one code, 37 percent
had two, and 6.6 percent had more than two.
[Insert Tables 2 & 3 about here]

Our findings indicate two major stated reasons for certification. Although some B Corps
cite instrumental reasons, such as increasing appeal to consumers and other external stakeholders
(21 percent) or increasing their positive impact (14 percent), the majority of B Corps express

their desire to oppose and transform the status quo (57 percent) or confirm their authenticity (56
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percent). Moreover, these two major reasons are negatively and significantly correlated with
each other (r =-0.60, p < 0.05), indicating that most B Corps joined either because they wanted
to demonstrate their opposition to shareholder-centric governance or because they wanted to
prove their authentic commitment to social and environmental values.

The first major reason focuses on highlighting opposition to profit-maximizing
businesses and challenging the status quo. B Corps citing this reason focus on the problems of
capitalism and attribute them to “business-as-usual.” They state that “business is the problem,”
“we cannot afford to do business the way that we did in the 20" century,” and “the major crises
of our time are a result of the way we conduct business.” Based on this assessment, these firms
view B Corp certification as a system-level solution “to redefine the role of business in our
economy,” “revolutionize business-as-usual,” and “create a new green economy.” This is
accompanied by motivational accounts in which these firms view B Corp certification as a way
to “add an esteemed legitimacy” to their marginalized values and beliefs. B Corps in this group
state that “our double-bottom line approach . . . has sometimes left us feeling like outsiders” and
made “people think we’re crazy,” but they are “grateful to find like-minded organizations” and B
Corp certification “has been a homecoming for us.” Based on this sense of solidarity, these firms
explicitly express their motivation to “unify with other like-minded businesses” and “bond
together to create a new economy with a new set of rules.”

The other set of B Corps explains their certification with a very different reason centered
on authenticity concerns. In their view, the urgent problem is “the hype of social responsibility.”
They attribute the problem to “companies who make ‘green’ claims but may not be able to back

9 <6

up what they say,” “the me too’s,” and “those that may only ‘talk the talk.”” Defining the

problem this way, these B Corps, which see themselves as “a social enterprise before even

30



knowing the term,” perceive the certification as a solution to prove their authentic commitment
to social and environmental values. They see certification as “publicly demonstrating a
commitment to our core values,” which enables them “to distinguish ourselves in the midst of a
‘greenwash’ revolution” and “to help consumers sort through the marketing hype to find
businesses and products that are truly socially and environmentally responsible.” Firms in this
group also emphasize their motivation to prove their authenticity: “becoming a B Corp is our
way of validating the authenticity of our core business principles” and “putting a stamp of
authenticity on our triple bottom line approach.”

Our computational text analysis corroborates the distinctiveness of the two reasons. At a

glance, the two reasons may not seem very distinctive since they both feature common words
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such as “mission,” “community,” “value,” and “way.” But by looking deeper into networks of
words (Carley, 1994; Jones et al., 2012), we find that these common words are associated with
different vocabularies (see Figure 2 for network visualization). For example, the group focusing
on opposition to the status quo emphasizes societal transformation by coupling the word

2 ¢

“mission” with other words like “change,” “world,” “movement,” and “join.” In contrast, the

group focusing on authenticity seeks to highlight their genuine engagement with sustainability
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via linking “mission” with words like “commit,” “broadcast,” “example,” “certification,” and
“clients.” In Table A2 of the Online Appendix, we provide more-detailed results of our
computational text analysis of distinctive words used for the two reasons.

[Insert Figure 2 about here]
Implications: Divergent Frames within the Challenger Mobilization

Building on our results from Investigation 1, our in-depth analysis of B Corps’ reasons for

certification reveals important variety within the movement. B Corps’ two major reasons reflect
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their divergent definitions of what is going on in the surrounding context, which is shaped by
different incumbent actions, and their sense of what should be done in such contexts. This
observation led us to conceptualize the reasons as two predominant, distinctive cognitive frames
that co-populate the B Corp movement. Frames are articulated “schemata of interpretation” that
allow actors to give meanings to their context and organize their experiences within it, which
guide their subsequent actions (Goffman, 1986: 21; Cornelissen and Werner, 2014). At the
collective level, a shared frame enables collective action (Lounsbury, Ventresca, and Hirsch,
2003). Notably, the participants in the B Corp movement were not organized under a single,
unifying frame; instead, the opposition and authenticity frames coexisted.

This diversity reflects the influence of incumbents’ heterogeneous behaviors. Responding
to incumbents’ continued commitment to the dominant logic, challengers with the opposition
frame emphasize continued marginalization of alternative values and beliefs and aim to
transform the status quo. Simultaneously, incited by incumbents’ ostensible endorsement of the
alternative logic, challengers with the authenticity frame highlight a false settlement between
what they see as conflicting logics and strive to reinforce their authentic distinction. Therefore,
when incumbents address institutional complexity by engaging in heterogeneous actions, they
can trigger divergent frames within a challenger movement.

Further, since frames guide future actions (Goffman, 1986), this frame diversity can
affect subsequent movement development, particularly regarding the core tension between
movement expansion and purity (Lee, Hiatt, and Lounsbury, 2017). The opposition frame
emphasizes growing the movement to transform the status quo. This focus on expansion often
entails efforts to recruit greater numbers of diverse participants who may not necessarily share

the movement’s “founding ethos” (e.g., incumbent actors interested in exploiting the new
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market), posing a potential threat to the movement’s integrity (Mclnerney, 2014; Lee, Hiatt, and
Lounsbury, 2017: 447). In contrast, the authenticity frame regards the market alternative as an
apparatus to purify the movement by excluding impostors and keeping movement participants
accountable to higher standards. This focus on purity entails efforts to fortify boundaries,
potentially limiting the movement’s growth (Sikavica and Pozner, 2013). Therefore, coexistence
of divergent frames within a movement can populate the movement with competing directions

for future development—pursuing expansion versus preserving purity.

Investigation 3. Impact of Divergent Frames on Development of Challenger Mobilizations
Investigations 1 and 2 show that incumbents’ heterogeneous countermobilization can incite a
new wave of challenger mobilization in which challengers participate with divergent frames and
competing visions for how the movement should develop. In this section, we investigate the
impact of frame diversity on the movement’s subsequent development. This analysis completes
our efforts to address our research question by examining the extended implications of
incumbent heterogeneity for challengers beyond the emergence of their mobilization.

Data and Analysis

We traced the trajectory of how the B Corp movement developed around the key issue of
whether to permit large corporations’ entry since it is the focal area in which competing visions
differ between expansion and purity. We first examined the specific channels whereby member
B Corps’ divergent frames influenced the entire movement’s strategic direction, by looking into
the composition of B Lab’s major decision-making structures. We then collected archival data to
document the movement’s decade-long trajectory to expand from small privately held companies

specialized in sustainability to large multinationals that are sympathetic to the cause.
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Specifically, we collected data from various sources, including B Lab’s official documents (18
articles on certification standards, 10 articles on expansion, and 4 annual reports), its official
blog (100 posts), news articles (730 articles retrieved from Factiva, 66 articles from
TriplePundit.com), and books (Honeyman, 2014; Honeyman and Jana, 2019; Marquis, 2020).
We inductively analyzed this body of data by coding salient themes and developing the
theoretical structure of the codes. We then compared the emergent patterns from this analysis
with previous research on the evolution of market alternatives, which led us to develop the novel
concept of paradoxical mobilization as a distinctive way to manage the tension between growth
and purity.
Findings: B Corp Movement’s Divergent Frames and Paradoxical Mobilization
We find that in pursuing the movement’s development, B Lab relies on internal committees and
working groups wherein member B Corps voice their opinions and collectively shape the
strategic direction for the entire movement. In these key decision-making structures, both
opposition and authenticity frames are represented to comparable degrees. We analyzed the B
Corp affiliation of 43 previous and present members in B Lab’s 7 major boards and committees
through 2020 and found that 36 individuals are directly affiliated with member B Corps as a
founder, CEO, or senior executive. They represent 30 unique B Corps, and among them 15 have
the authenticity frame, 13 have the opposition frame, and 2 have both (see Table 4 for the
detailed breakdown).
[Insert Table 4 about here]

This comparable representation of both frames was strongly reflected in how the B Corp

movement evolved over time. Absorbing these conflicting but equally strong voices within its

constituency, B Lab steered the movement’s development by striking a delicate balance between
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expanding the movement to include incumbents and maintaining the movement’s original rigor.
The inherent tension between expansion and purity is a core problem in the development of
market alternatives (van Wijk et al., 2013; Lee, Hiatt, and Lounsbury, 2017; Hedberg and
Lounsbury, 2021). Prior alternative movements managed the tension typically by choosing one
over the other. On one hand, various market alternatives such as organic farming (Sikavica and
Pozner, 2013), fair trade (Jaffee, 2012), microfinance (Kent and Dacin, 2013), and socially
responsible investing (Child, 2015) have emphasized expansion, consequently achieving wider
reach but also suffering from blurred identity, diluted standards, and greater risk of incumbent
cooptation (Lee, Hiatt, and Lounsbury, 2017). On the other hand, early microbreweries (Carroll
and Swaminathan, 2000) and micro-radio stations (Greve, Pozner, and Rao, 2006) focused on
purity, which helped to preserve a distinctive collective identity and rigorous standards but ended
up with marginal market penetration. In both cases, movements tend to fail at achieving more-
fundamental changes to a field’s dominant system.

Instead of exclusively choosing between the two, the B Corp movement managed the
tension in an alternative way by treating the competing demands for expansion and purity like a
paradox—contradictory but mutually constitutive (Schad et al., 2016)—consequently shaping a
third type of movement-scaling strategy that we call “paradoxical mobilization.” This response is
salient in B Lab’s rhetoric emphasizing how the two demands are in opposition but
interdependent (see Table 5).

[Insert Table 5 about here]

One theme emerging from the data explicitly recognizes that pursuing expansion and

seeking purity are in conflict. B Lab openly admits that because of “the pressures of the global

market,” large corporations would be limited in “their ability to adopt a truly impact-driven
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ethos.” Furthermore, including large multinationals is seen as risky because it may generate
“brand confusion or risk the credibility of the B Corp brand.” Strictly enforcing the movement’s
original ethos is also considered to hamper growth. In particular, the requirement to change legal
structure is cited as the “single biggest impediment to the growth of the B Corp community.” B
Lab notes that the legal requirement can impose an additional burden on public corporations in
which shareholders remain uncertain about the alternative legal structures.

Yet the second theme emphasizes that seeking growth and preserving rigor are not
always oppositional but can be complementary. B Lab actively communicates that certifying
large firms and their subsidiaries can benefit existing B Corps because it will provide “more
opportunities to scale or exit while maintaining a high level of social and environmental
performance.” B Lab also articulates the benefits of rigorous certification for large corporations:
“the opportunity to acquire existing mission-driven companies in a manner that mitigates the risk
of alienating . . . consumers.”

To go one step further, the third theme depicts expansion and purity as not only
complementary but also mutually constitutive: expansion fulfills the movement’s original
mission, and pursuing the original mission should result in expansion. B Lab states that “if the
ultimate goal is to develop a global economy that aligns its activities toward achieving our
common purpose . . . the movement must get large, public multinationals on board.”
Simultaneously, expansion is considered an inherent part of the original mission: the movement
“was structured from the beginning as being a big tent” that aimed at “chang[ing] the whole
economy, not a sector,” by engaging “companies of all sizes, from family farms to the Fortune
500.” In emphasizing the importance of both expansion and purity, the final theme explicitly

valorizes achieving a balance: striking a “balance between standards and flexibility,” charting “a
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clear path to certification for multinational[s] . . . that is both manageable and meaningful,” and
accommodating large corporations’ “breadth and scale, while at the same time ensuring that
standards are not diluted.”

The B Corp movement squarely translated this unique understanding of the tension
between expansion and purity into practical actions across three broad phases over the past
decade. In the first phase, the movement expanded certification to wholly-owned subsidiaries of
public corporations, with the first subsidiary certified in 2012 (Ben & Jerry’s, owned by
Unilever). This change then intensified the need to create ways to certify parent corporations
because certifying subsidiaries alone went against the movement’s principle of holistic
assessment (i.e., certification of an entire company, not just a product or practice). The B Corp
movement actively addressed this need in the second phase, from 2016 to 2018, when
comprehensive changes were introduced to make the certification realistic but still rigorous for
large corporations. In this phase, while paving the way for large multinationals to join the
movement, B Lab reinforced its commitment to holistic assessment by mandating legal form
changes to multinational corporations. Yet doing so made it difficult for corporations to quickly
join the movement, and in response, in the third phase the B Movement Builder program was
initiated in 2019, which offered a separate route for sympathetic corporations to join the
movement prior to full certification. This trajectory reveals a delicate back-and-forth: when one
change facilitated expansion, another change was made to ensure rigor, which was then followed
by another change to ease expansion, and so on.

We find that these developments were associated with specific practices of paradoxical
mobilization. In Table 6, we summarize these practices and compare them to the typical

approaches in the literature of either expansion-focused or purity-focused mobilization. First,
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expansion-focused mobilization tends to overly dilute standards (Jaffee, 2012; Lee, Hiatt, and
Lounsbury, 2017), while purity-focused mobilization deepens the original rules to deliberately
exclude incumbents (Carroll and Swaminathan, 2000). In contrast, the B Corp movement’s
paradoxical mobilization did both simultaneously: it relaxed the standards that impede
certification of multinational corporations (e.g., relaxing certification renewal processes,
delaying assessments of newly acquired units) while simultaneously strengthening standards to
ensure that larger, more-conventional recruits meet the original movement’s rigor (e.g.,
mandating more-rigorous verification and higher social/environmental performance requirements
for multinationals). Furthermore, certification standards were not just relaxed or strengthened but
revamped to accommodate multinational corporations’ circumstances. B Impact Assessment was
overhauled with new dimensions uniquely applicable to multinationals (e.g., supply chain
impact, political contributions), and new rules were introduced to accommodate the sheer size
and complexity of multinational corporations (e.g., requirements for exempt or subpar
subsidiaries).

[Insert Table 6 about here]

The B Corp movement’s paradoxical mobilization diverged also in terms of identity
requirements for movement participation. Expansion-focused mobilization eases expansion by
shifting the focus from producer identity to product attributes, whereas purity-focused
mobilization adamantly maintains and reinforces the sharp focus on producer identity (Reinecke,
Manning, and von Hagen, 2012; Sikavica and Pozner, 2013; Lee, Hiatt, and Lounsbury, 2017).
The B Corp movement instead pursued both by compromising identity requirements at one time
(e.g., allowing for certification of subsidiaries of an uncertified parent company) and reinforcing

the requirements at another time (e.g., mandating multinationals to adopt alternative legal
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structures). In addition to oscillating between competing demands, the B Corp movement also
consciously attempted to change its environment to alleviate the tension between expansion and
purity. By actively promoting alternative legal structures (e.g., the benefit corporation) to key
stakeholders such as investors and regulators, the movement tried to make it easier for large
corporations to comply with the strict identity requirement.

Finally, the B Corp movement managed its boundaries in a paradoxical way. Expansion-
focused mobilization tends to curtail the roots in the original movement to make the boundary
more porous, while purity-focused mobilization fortifies the boundary by anchoring to the
original movement (Thompson and Coskuner-Balli, 2007; Munir, Ansari, and Brown, 2021).
Again, the B Corp movement’s paradoxical mobilization pursued both simultaneously. The B
Movement Builder program significantly broadened the movement’s boundary by including
uncertified but sympathetic corporations, while also drawing these corporations closer to the
original movement by requiring them to constantly improve their social/environmental
performance and to publicly announce their commitment to the movement’s original cause.
Furthermore, the B Corp movement altered its own internal structure to facilitate the
simultaneous pursuit of conflicting directions. Specifically, the B Corp movement enabled the
coexistence of certified and noncertified members within the movement by introducing an
explicit tier system in which the certified B Corps were still distinguished as the core movement
members, separate from Movement Builders.

Over the years, this pursuit of paradoxical mobilization resulted in gradual but significant
changes to hitherto taken-for-granted assumptions of shareholder primacy in corporate
governance. The B Corp movement successfully made inroads with public corporations: nearly

20 multinational companies have at least one B Corp subsidiary, and two multinationals—
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Danone and Unilever—have 20 and 8, respectively. As of 2020, 30 percent of Danone’s global
revenue was generated by B Corp subsidiaries, and it was the first Fortune Global 500 company
to publicly commit to pursuing a corporation-wide certification. Furthermore, certified
multinationals began to generate anticipated ripple effects. Brazilian multinational B Corp
Natura acquired Avon, a $2 billion American cosmetic company, and turned it into a benefit
corporation, creating the first case in which a publicly traded American company elected an
alternative legal structure that focuses on all stakeholders. Although the B Corp movement is still
quite young, its paradoxical mobilization has generated unique outcomes: it has avoided
cooptation while recruiting select incumbents that substantially adopted the alternative logic.*
Implications: Paradoxical Mobilization as an Alternative Growth Strategy
Scaling a movement without losing its original rigor has been a vexing problem for market
alternatives because pursuing scale has often led to cooptation by incumbents, while maintaining
the original rigor has resulted in marginalization (Hedberg and Lounsbury, 2021). Our analysis
of the B Corp movement’s development reveals a novel answer wherein divergent challenger
frames contribute to an alternative growth pathway for market alternatives: paradoxical
mobilization. When engaged in paradoxical mobilization, challengers treat competing demands
of expansion and purity as a paradox, and “either/or” tensions between the two are converted to
“both/and” possibilities (Smith and Lewis, 2011) through dynamic balancing of scaling the
movement and preserving the original ethos (Smith, 2014).

Our findings suggest that the coexistence of competing frames within a movement—one

side emphasizing opposition and the other highlighting authenticity—can result in the rise of

* For example, Danone converted into an “Enterprise & Mission,” a French equivalent of the benefit corporation. Yet
radical changes do not emerge without resistance. As of this writing, activist shareholders had ousted Danone’s CEO
for his strong focus on sustainability and social responsibility.
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paradoxical mobilization. Paradoxes are inherent in systems of organizing but often remain
implicit and latent; they become salient with enhanced plurality, defined as “a multiplicity of
views in contexts of diffuse power” (Smith and Lewis, 2011: 390). Plurality increases when
divergent frames compete for strategic direction but at the same time represent comparable
factions, making both indispensable. This enhanced plurality within a movement makes salient
the contradictory but interdependent nature of expansion and purity. As a result, challengers
accept simultaneously that a movement’s expansion will not achieve the intended institutional
change if it loses the original focus on radical transformation, and that the movement’s original
ideal would never be realized if the movement fails to expand toward the broader society.

Accordingly, the challengers engaging in paradoxical mobilization take seemingly
contradictory actions at the same time (Smith, 2014). They oscillate between diluting and
strengthening standards, between relaxing and reinforcing identity requirements, and between
broadening and tightening the movement’s boundary, thereby delicately balancing competing
demands to keep the movement from swaying too much in either direction. Furthermore, the B
Corp case reveals that paradoxical mobilization practices are not limited to oscillating between
conflicting directions but also include altering the movement and its environment to reduce
divergence between these directions, which progressively alleviates the strain of dynamic
balancing.

Embracing a tension as a paradox can result in sustained performance by fostering
creativity, enabling resilience, and unleashing human potential (Smith and Lewis, 2011).
Similarly, the B Corp case suggests that through paradoxical mobilization, a challenger
movement can creatively alter its own structure and its surroundings, adaptively respond to

incumbent countermobilization, and therefore sustain its ongoing challenge to the status quo.
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Mobilizations that view the tension between expansion and purity as an either/or choice tend to
fall short of realizing their full potential, as they are prone to either cooptation or
marginalization. In contrast, because of its innovative flexibility, paradoxical mobilization can
avoid this dichotomy and unleash the potential to achieve more-transformative institutional

changes.

Discussion
In response to pioneering market alternative movements that embody an alternative institutional
logic, incumbents countermobilize by engaging in heterogeneous behaviors—continuously
performing the dominant logic while ostensibly endorsing the alternative logic. Although their
effectiveness in coopting or marginalizing existing movements is well documented, little is
known about how heterogeneous incumbent behaviors affect new waves of challenger
mobilization. Our mixed-method, multi-stage investigation into the B Corp movement offers
fresh insights: incumbents’ heterogeneous behaviors encourage challenger mobilizations
composed of divergent frames, which in turn leads the movement to embrace as a paradox the
tension between expansion and purity. Through paradoxical mobilization, challengers can evade
cooptation and marginalization, thereby sustaining a vigorous challenge against the status quo.
Our theoretical model in Figure 3 presents this processual account of incumbent—
challenger dynamics. At the core of the model is ongoing contention between incumbents that
uphold the dominant logic (represented by the top strip) and waves of challenger mobilizations
endorsing the alternative logic (the bottom two strips). The parts in grey represent what we
already know in the literature, while the parts in black reflect the novel insights derived from our

case (case-specific evidence is in italic).
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[Insert Figure 3 about here]

The contention begins with incumbents’ exclusive subscription to the dominant logic (the
first box in the top strip), which over time creates grievances for challengers who perceive that
their alternative beliefs, values, and identities are disregarded (Polletta and Jasper, 2001; Rao,
Monin, and Durand, 2003; Simmons, 2014). Drawing upon these grievances, challengers
mobilize to develop market alternatives that embody the alternative logic, as the first box in the
middle strip shows (Greve, Pozner, and Rao, 2006; Weber, Heinze, and DeSoucey, 2008). While
these “market rebels” often achieve the initial creation and legitimation of market alternatives
(Rao, 2009; Mclnerney, 2014), incumbents do not remain a passive foil. Threatened incumbents
resiliently fight back (Fligstein and McAdam, 2012; Walker, 2013; Zietsma, Ruebottom, and
Shantz, 2018), strategically addressing institutional complexity by endorsing the alternative logic
while preserving their core commitment to the dominant logic (Kraatz and Block, 2008; Lok,
2010). The two boxes grouped as “heterogeneous responses” in the top strip represent this
response.

Incumbents’ heterogeneous countermobilization then increases the tension within initial
challenger mobilizations between expansion and purity, pressuring challengers to choose one or
the other (Lee, Hiatt, and Lounsbury, 2017). As a result, incumbents coopt some movements that
prioritize expansion (Jaffee, 2012; Sikavica and Pozner, 2013), while other movements that
focus on purity end up marginalized in their insular niche (Carroll and Swaminathan, 2000;
Greve, Pozner, and Rao, 2006). Although clearly making a meaningful dent in the status quo,
these changes result in institutional alignment, wherein the threat to the existing institutional

order becomes absorbed by the current system through incremental changes, as shown in the two

43



boxes in the middle strip grouped as “incremental institutional change” (Micelotta, Lounsbury,
and Greenwood, 2017).

Yet our investigations into the B Corp movement suggest that the dichotomy of
cooptation and marginalization is hardly the end of the story. We find that new challenger
mobilizations following incumbent countermobilization can emerge, renewing incumbent—
challenger dynamics. As Investigation 1 shows, incumbents’ heterogeneous behaviors encourage
a new wave of challenger mobilizations but for different reasons. Investigation 2 clarifies these
reasons, revealing that some challengers perceive continued prioritization of the dominant logic
and mobilize through the frame of transforming the status quo (the “opposition frame” box in the
bottom strip); other challengers perceive a false settlement between the dominant and alternative
logics and join the movement with the frame of establishing their authentic distinction from
impostors (the “authenticity frame” box in the bottom strip).

Further, Investigation 3 suggests that these divergent frames enhance plurality within the
movement, leading the challengers to embrace the tension between expansion and purity not as
an either/or choice but as a paradox, wherein interdependence between opposing elements
persists (Schad et al., 2016). In paradoxical mobilization (represented by the yin—yang symbol in
the bottom strip), rhetorical strategies emphasize both contradiction and mutual constitution
between expansion and purity, and practical actions dynamically balance pursuing growth and
preserving the original ethos (Smith and Lewis, 2011; Smith, 2014). This mode of mobilization
can help challengers avoid cooptation or marginalization and sustain their challenge to the
dominant system, maintaining the potential for more-transformative changes such as institutional

displacement (Micelotta, Lounsbury, and Greenwood, 2017).
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Overall, our theoretical model suggests that just as incumbents adjust to institutional
complexity, challengers can adapt to the complex environment shaped by incumbent
countermobilization. We delineate the divergent framing that arises in this process and specify
how it then triggers an invigorated movement that can overcome the limitations of prior
mobilizations. Our model supports reconceptualizing institutional change as an ongoing process
that unfolds through dynamic interaction between incumbents and challengers (Fligstein and
McAdam, 2012; van Wijk et al., 2013; York, Hargrave, and Pacheco, 2016; Hedberg and
Lounsbury, 2021). In metaphorical terms, the “institutional war” (Hoffman, 1999: 352) is fought
through a sequence of battles that leads both sides to become more deeply entangled with each
other and to continually modify the institutional order.

Contribution to Research on Institutional Change

We advance a processual understanding of institutional change in multiple ways. First, our view
builds on and extends Fligstein and McAdam’s (2012) work that analyzes field dynamics
through a focus on incumbent—challenger interactions. While their framework highlights
incumbents’ strategic agency in maintaining their advantage, it remains unclear how contestation
continues in spite of incumbents’ strategic responses to quell challengers (Fligstein and
McAdam, 2012: 102). Likewise, “very few studies have given equal prominence to both the
‘challengers’ and the ‘incumbents’ and, thus, have failed to consider that institutional change
could be driven by relational dynamics” (Micelotta, Lounsbury, and Greenwood, 2017: 1902).
We address these shortcomings by proposing a relational model in which both incumbents and
challengers share agency and institutional change results from their ongoing mutual adaptation.
Specifically, we find that incumbents’ countermobilization not only mitigates threats to their

dominance in the short term but also stimulates the evolution of challenger movements, seeding
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reinvigorated challenges in the long term. Therefore, contestation continues not in spite of
incumbent resistance but because of it. By illuminating challengers’ counter-adaptation to
incumbents’ prior adaptation, we reveal a mechanism that generates an internal thrust for the
field’s constant change toward a new institutional order.

This model of ongoing institutional change also advances the pathways view of
institutional change (Micelotta, Lounsbury, and Greenwood, 2017), which categorizes
institutional change into different types of pathways with varying scope and pace. Our model
shows that different pathways of institutional change are not just separate tracks but can become
sequentially related to constitute a broader change process (York, Hargrave, and Pacheco, 2016).
While the earlier surges of market alternatives like fair trade and organic farming seemed to have
transformed the field by displacing a dominant logic, incumbents’ countermobilization shrank
the scope of change by coopting or marginalizing the alternatives, resulting in more-incremental
changes and institutional alignment. Yet we find that such settlements can then encourage new
waves of challenger mobilizations, which enlarge the scope of change again and revive
possibilities for institutional displacement. From this view, institutional change may not merely
be one pathway toward a certain settlement but a constant tug-of-war between incumbents and
challengers, characterized by “disjunctions, oscillations, [and] reversals of directions” (Zietsma
et al., 2017: 410), wherein one apparent settlement opens up another pathway. In this process,
field settlement, even when achieved, “may be only temporary” (Zietsma et al., 2017: 414).
Instead, each side’s strategic maneuvers and mutual adaptation generate incremental
developments at one time and radical transformations at other times (Thornton, Ocasio, and
Lounsbury, 2012), alternating between evolutionary and revolutionary changes (Greenwood and

Hinings, 1996). Future research can build on this insight to investigate how apparently distinct

46



pathways of institutional change are in fact serially connected and how a provisional field
settlement triggers the next round of contestation.

In addition, this research advances understanding of frame-based mechanisms of
institutional change (Suddaby and Greenwood, 2005: Gray, Purdy, and Ansari, 2015). Our use of
the frame concept differs from previous research in two important ways. First, unlike prior
research that focuses on the competing frames between opponents (e.g., incumbent vs. challenger
frames; Gurses and Ozcan, 2015), we discover and explore the implications of divergent frames
within the same side (e.g., multiple challenger frames). In this sense, our frame contest is similar
to what Kaplan (2008) observed in a company in which different factions use competing frames
to influence firm strategy. Second, while prior research has focused on discursive framing as a
rhetorical strategy to deliberately enact a particular frame to influence key audiences, we focus
on cognitive frames that represent competing worldviews within a movement (Cornelissen and
Werner, 2014). By elaborating on how the coexistence of divergent cognitive frames among
challengers can influence movement development, we make an important addition to the
theoretical toolkit for future research on micro-processes of institutional change.

Contribution to Research on Market Alternatives

Our findings advance knowledge of how market alternative movements manage the inherent
tension between expansion and purity. Recent research has increasingly emphasized the
difficulty of scaling a movement without losing its original ethos (Lee, Hiatt, and Lounsbury,
2017). For example, Hedberg and Lounsbury (2021) found that one way to manage the tension is
to initially decouple movement values and then reintegrate them after achieving a certain scale.
In addition, van Wijk and colleagues (2013: 378) found that challengers can accelerate reforms

by using a small world network structure in the field to engage in “mutual cooptation” with
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incumbents. We enrich this conversation by proposing a novel mechanism that builds on the
concept of paradox (Schad et al., 2016). We suggest that resolving the tension may not have to
involve choosing one side over the other but can, instead, require seeing the tension as a paradox
and striving to dynamically balance contradictory yet interdependent demands.

By introducing the concept of paradoxical mobilization, our study opens up a new avenue
of research for the market alternatives literature. First, future research may further examine the
conditions conducive to paradoxical mobilization. Specifically, the type of regulatory body may
play an important role. When a market alternative is privately regulated (as in the case of B
Corps), the movement may engage in paradoxical mobilization more easily due to greater
autonomy than when the market alternative is publicly regulated (e.g., organic farming). Market
alternatives under public regulation may struggle to remain flexible between conflicting courses
of scaling because of the accountability to more-diverse stakeholders. Also, much is still
unknown about which factors lead a movement to better engage in paradoxical mobilization.
While the coexistence of divergent frames initiates paradoxical mobilization, other
organizational or environmental factors may affect a movement’s ability to maintain a delicate
balance between expansion and purity. More on-the-ground investigations of paradoxical
mobilization will help address these emerging questions. Finally, while our B Corp case provides
suggestive evidence that paradoxical mobilization can help movements sustain a fundamental
challenge, the short history of our case prevents us from observing the full impact of paradoxical
mobilization. Future research may address this shortcoming by studying more cases of this type
of mobilization and examining whether the mode of mobilization avoids mission drift (Grimes,

Williams, and Zhao, 2019) to achieve authentic scaling of a movement.
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Conclusion
Our study sheds light on the ongoing evolution of contemporary capitalism as it moves beyond
shareholder capitalism to embrace a more organizationally diverse economy (Schneiberg, 2011;
Davis, 2016). We illuminate the intricate links between the two major pillars in the reform of
contemporary capitalism: corporate social responsibility and market alternative movements. In
recent decades, strategic CSR alleviated the immediate challenge from stakeholder-focused
demands by coopting and marginalizing pioneering market alternatives. While strategic CSR
delayed the crisis for shareholder capitalism, however, it may also generate a greater long-term
challenge by inciting more sophisticated forms of market alternatives that achieve expansion and
evade cooptation. These more-vigorous challenges may ultimately reveal shareholder-centered
corporations’ limitations in containing societal pressures for more-transformative changes.

This prospect generates important implications for key decision makers on both sides.
For “market rebels” who strive for fundamental changes to capitalism (Rao, 2009), our findings
indicate the importance of skillfully managing the worldviews that constitute their movement.
Movement leaders may need to focus less on developing a unifying frame and worldview among
their members, but more on carefully fielding diverse frames within the movement and pursuing
a creative balance between divergent visions. For corporate leaders facing ever-growing
criticisms of their exploitative practices, our study offers a graver implication. The B Corp case
raises the possibility that corporations’ merely ostensible embrace of the criticism can
inadvertently invigorate the opposition, possibly worsening the crisis in the long run. To avoid
greater peril, corporate leaders would have to authentically address the criticism by altering not
just the facade but the substance of their operations, and perhaps consider forming an unlikely

alliance with the movement to co-design the contours of capitalism’s next phase.
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Table 1. Negative Binomial Regression Models of the Number of New B Corporations*

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Number of firms' 0.4430¢ 0.4640¢ 0.4440e 0.479see 0.4499ee 0.4140ee
(0.0808) (0.0781) (0.0868) (0.0803) (0.0902) (0.112)
GDP by industry -0.222¢e0¢ -0.2350e -0.232¢0 -0.24 1 00 -0.24Q0e -0.321 e
(0.0596) (0.0588) (0.0577) (0.0650) (0.0669) 0.111)
Industry profitability 0.803 0.994- 0.887¢ 1.038e 0.951e 1.086°
(0.380) (0.401) (0.384) (0.413) (0.396) 0.477)
Industry growth 0.0668se 0.0670ee 0.0677ee 0.07620e 0.0751 00 0.0555¢
(0.0176) (0.0188) (0.0200) (0.0186) (0.0192) (0.0209)
Entrepreneurial activity -13.45 -9.875 -5.770 0.102 1.144 20.89
(9.955) (9.858) (10.16) (9.911) (10.16) (15.48)
Organizational form concentration 12.90see 15.560¢ 18.20see 15.3500e 16.470e 19.67
(3.873) (3.244) (3.355) (3.356) (3.707) (28.97)
R&D intensity 3.723 00 3.281ee 3.8320ee 3.508¢ 4.066¢¢ 3211
(0.731) (1.084) (1.056) (1.426) (1.314) (1.206)
Advertising intensity 5.318ee 5.637¢ 6.407 0 5.143¢ 5.509¢< 11.220ee
(2.059) (2.062) (1.872) (2.081) (1.987) (2.712)
B Corp density 0.1260e 0.1420ee 0.126% 0.1130ee 0.1130ee 0.0679ee
(0.0157) (0.0139) (0.0153) (0.0127) (0.0130) (0.0138)
Shareholder activism 0.0854 e 0.0727e¢ 0.0338 0.0353 -0.00255
(0.0229) (0.0252) (0.0262) (0.0286) (0.0215)
Consumer boycott 0.131 0.0979 0.0957 0.0508 0.146
(0.120) (0.132) (0.128) (0.138) (0.150)
Socially responsible investment 4.925 7.126 8.525 9.404 6.000
(5.864) (5.559) (6.400) (6.317) (7.708)
Employee liberalism 0.786" 0.778 0.557 0.552 0.0441
(0.475) (0.506) (0.482) (0.504) (0.532)
Mass layoffs 0.00205 0.00207- 0.00226"
(0.000861) (0.000840) (0.00128)
Income inequality 0.00690e+ 0.00684++ 0.00744-e+
(0.00242) (0.00255) (0.00281)
Stock repurchase 0.0136° 0.000770 0.00454
(0.00480) (0.00719) (0.00648)
CSR reputation 1.4910ee 1.192¢e 1.022¢
(0.408) (0.396) (0.398)
Sustainability trademarks 0.0625¢+ 0.0599- 0.0790e
(0.0236) (0.0254) (0.0301)
Acquisitions of sustainability specialist 0.00164ee- 0.001810e 0.00125¢
(0.000356) (0.000502) (0.000509)
Constant -10.5Q0e -12.2400e -13.53 00 -12.8500 -13.370ee -11.26
(1.694) (1.491) (1.686) (1.535) (1.838) (8.879)
Observations 782 782 782 782 782 681
Number of naics4 199 199 199 199 199 173
chi2 402.5 509.5 631.2 521.0 592.8 1045

Tp<.0;°p<.05; p<.01; " p<.001.

* Standard errors are in parentheses. All models include year dummy variables and two dummy variables indicating missing cases for R&D and

advertising intensity. Model 6 includes sector dummy variables.
t Log-transformed.




Table 2. Content Analysis of B Corp Certification Reasons

Higher-Order
Groupings

First-Order Codes

Example Quotes

Opposition: To
participate in the
movement and
make changes to
how businesses are
currently done
(56.9%)

To unify with other
like-minded
companies of the
same philosophies
and values (25.5%)

“Proud to align ourselves with trailblazing businesses who
are building the new green economy.”

“We were looking for a like-minded community of
individuals and companies who set, and met, high
standards for social and environmental performance and
accountability.”

To be a part of the
fundamental
change/shift in the
way business is
done (19.8%)

“To create critical mass, we must bond together to create a
new economy with a new set of rules.”

“Business must be reimagined in the 21st century.”

“To be part of the movement to redefine the role of
business in our economy.”

“The current corporate model of capital accumulation
without societal responsibility is short-sighted and self-
destructive. The B Corp model seeks to correct this
deficiency.”

To demonstrate that
business can be
used for good
(19.2%)

“While business is the problem, we believe that business
can, and must be, the primary solution. The B
Corporation Certification is one important step forward
on this journey.”

“It is about proving that ‘doing well by doing good’ is a
large and growing trend across industries, not a niche
concept, and that it is the only sustainable way of doing
business.”

To promote growth
and visibility of B
Corps (13.6%)

“Support the widespread adoption of the B Corp standards
and mission by many, many other organizations.”

“We believe that by similar companies coming together our
collective voice will be stronger than our individual
voices alone.”

To legitimize
alternative identity
(8.8%)

“Our double-bottom line approach to our work has
sometimes left us feeling like outsiders. . . . Finding a
community that values the role of business in making the
world a better place has been a homecoming for us.”

“We wanted to add an esteemed legitimacy to our social
and environmental efforts.”

“We became a B Corp to institutionalize our commitment
to social and environmental responsibility.”

To collaborate with
other B Corps (6%)

“We can partner with other leading like-minded businesses
to heal and build our communities.”

“We want to associate with other companies who have set
out to change the world”

Other minor codes: To inspire other businesses to follow suit (3%); Because

we trust B Lab (1.2%).

Impact: To create
practical impacts
on multiple bottom
lines (13.6%)

To create value on
triple bottom lines
(12%)

“Because companies that embrace all of their stakeholders
generate greater returns for their investors over the long

2

run.

Other minor codes: To create positive environmental impact (2%); To create
positive community impact (1%).




Authenticity: To
confirm,
strengthen,
demonstrate
authentic
commitment to
sustainability
(56%)

To formalize, “We share the social and environmental values defined by
confirm identity as B Lab and we want to demonstrate our commitment to

a responsible those ideals by writing them into our corporate structure.”
business (20%) “To formalize its dual commitment to giving back to the

community and conserving the environment.”

“We were a social enterprise before even knowing the
term.”

“Becoming a B Corp is our way of validating the
authenticity of our core business principles.”

“We believe third party certification of our claims is
paramount in confirming that we live up to our values as

a company.”
“To put a stamp of authenticity on our triple bottom line
approach.”
Because mission, “We saw that the business philosophy that we have is
values, principles shared by other B Corporations.”
align with other B “It was a natural step for us to become a B Corporation and
Corps (19.6%) promote this model of doing business.”

“The values championed by B Corps coincide with our
personal beliefs.”

Held accountable “Became a B Corporation in order to ‘walk the talk.””
for practicing what ~ “Being a B Corp is our way of embedding our commitment
you preach (14.2%) into the DNA of our business.”

To differentiate “There is so much ‘greenwashing’ out there, I immediately
from green-washers saw the power of the B Corp label.”
through legal “To distinguish ourselves in the midst of a ‘greenwash’

framework (11.8%) revolution.”

“To separate ourselves from companies who make ‘green’
claims but may not be able to back up what they say.”

“It sets us apart from the ‘me too’s.””

“Representing a mark of distinction amidst a natural
products industry filled with claims and hype.”

“Help consumers sort through the marketing hype to find
businesses and products that are truly socially and
environmentally responsible.”

Other minor codes: To set an example of social and environmental
responsibility in our community (11%); Because it helps to document progress
and impact of our work (9%); To learn from other B Corps (4%); To
distinguish ourselves from our competitors (2%).

Appeal: To appeal
to relevant
audience (21.2%)

To appeal to “Becoming a B Corporation enables us to signal to our

stakeholders (13%) employees, utility customers, suppliers, the public, and
our other stakeholders that our company mission of
sustainable water management is aligned with our
products and services.”

To appeal to public ~ “Making a public statement that our do-good mission is at
(6%) our core.”

Other minor codes: To appeal to other businesses (4.6%); To appeal to market
(1%); To appeal to consumers (1%).




Table 3. Summary Statistics of Higher-Order Certification Reasons

Reasons Obs. Mean S.D. 1 2 3

1 Opposition 499 057 049

2 Authenticity 499 0.56  0.49 -0.60¢

3 Appeal 499 021 040 -0.35- 0.32¢

4 Impact 499 0.14 034 0.16¢ -0.12« -0.08

*p <.05.




Table 4. Frame Composition of B Corp Movement’s Decision-Making Structures*

Number of Authenticity Opposition
Decision-Making Structure Represented B Corps Frame Frame
Board of directors 6 4 2
Global governance council 5 2 3
Large company standard working group 6 4 3
Working groups on multinational and public markets 5 2 3
(MPM mission alignment, MPM performance standards,
multinational subcommittee)
Standard advisory council 12 8 5

* Two B Corps have both frames, so the frame counts do not always sum to the number of represented B Corps.




Table 5. B Corp Movement’s Rhetorical Strategies on the Relationship between Expansion and Purity

Higher-Order

Groupings First-Order Codes Example Quotes
Acknowledging  Expansion can dilute the  “B Lab recognizes that the impact of multinational public companies may be controversial, and that a number
opposition original commitment of multinational corporations have questionable reputations.”

“The sheer size and scale of multinationals, their influence over vast supply chains and segments of the
economy, and the pressures of the global market in which they operate all amplify the potential of negative
impact, limit their ability to adopt a truly impact-driven ethos, and, even if they could, limit their ability to
adopt it throughout their business as a whole.”

“To alleviate brand confusion or risk the credibility of the B Corp brand.”

Maintaining original “Definitely the most challenging, and probably the most important, is the hurdle of getting shareholders on

commitment can hamper board and pursuing the idea of actually making the legal transition to a benefit corporation.”

expansion “The public markets were heavily influenced by large institutional investors, who were themselves concerned
that investing in a company with duties beyond shareholder value might violate the institutional investors’
own fiduciary duties.”

“In California, of the 43 B Corporations that faced a Jan. 1, 2016, deadline for becoming benefit
corporations, . . . eight decertified because of the legal requirement.”

“It’s the single biggest impediment to the growth of the B Corp community. . . . But the movement needed ‘an
underlying legal structure.””

Acknowledging  Expansion benefits “The ability to certify wholly-owned subsidiaries can enable existing Certified B Corporations to have more
complementarity  existing movement opportunities to scale or exit in mission-aligned ways.”
participants “Certifying subsidiaries and other corporate units gives new and existing Certified B Corporations more

Original commitment
can facilitate expansion

opportunities to scale or exit while maintaining a high level of social and environmental performance,
accountability, and transparency.”

“With more committed large-scale companies, the better the benefit will be to smaller companies, either for
business development opportunities or being able to kind of ride the coattails of that brand awareness.”

“Certifying wholly-owned subsidiaries also gives large (non B Corp Certified) corporations the opportunity to
acquire existing mission-driven companies in a manner that mitigates the risk of alienating the very
consumers upon whose trust the mission-driven company’s brand equity has been built.”

“The Department of Labor issued new ERISA guidance that should provide comfort to private pension funds
that they can invest in companies with expanded mission and fiduciary duties like Certified B Corps and
benefit corporations.”




Acknowledging  Expansion enables
mutual achieving movement’s
constitution original goal

Pursuing original goal
naturally entails
expansion

“If the ultimate goal is to develop ‘a global economy that aligns its activities toward achieving our common
purpose of a shared and durable prosperity for all,” . . . the movement must get large, public multinationals
on board.”

“Every time a B Corp is acquired by a large multinational or a subsidiary of a multinational becomes certified,
bigger and more traditional investors take notice.”

“A significant effort must be made to increase branding and consumer awareness. The recent partnerships
with large multinationals are helping to allay the concern.”

“We need to help large multinationals make the transformational changes that will allow them to join the B
Corp movement and, thus, help us become a more powerful movement.”

“Having a well-established company that people know become a B Corp will lend credibility to this very real
movement.”

“B Lab’s vision is that one day all companies compete to be the best for the world, and therefore it is
necessary to engage companies of all sizes in its mission including multinational public companies.”

“In pursuit of this vision, it is necessary to engage companies of all sizes, from family farms to the Fortune
500, to use business as a force for good.”

“It was structured from the beginning as being a big tent, recognizing we needed to change the whole
economy, not a sector of the economy.”

“From the beginning there was never a sense that this was only a movement for small companies or private
companies.”

“We always knew that it was going to be a long road to get to multinationals, but we were never opposed to
them.”

Acknowledging
need to strike a
balance

“To strike a balance between standards and flexibility.”

“Changes must be made to the BIA assessment process to accommodate [multinational public companies’]
breadth and scale, while at the same time ensuring that standards are not diluted.”

“For this movement to scale, B Lab must chart a clear path to certification for multinational public companies
that is both manageable and meaningful.”

“The question then becomes how can the B Lab team devise a system that works for large companies, stands
up to public scrutiny, maintains the team’s standards, and strikes an acceptable balance between the large
scale of these companies and the values that make the movement work?”




Table 6. B Corp Movement’s Paradoxical Mobilization Compared to Conventional Trajectories of Movement Development

Categories Practices Expansion-Focused Mobilization Purity-Focused Mobilization B Corps’ Paradoxical Mobilization
Development Expand movement by becoming more  Purify movement by becoming more Dynamically balance between enabling
strategy inclusive of incumbents authentic to the original ethos expansion and preserving purity
Standards Relaxing standards Expanding organic farming Changing B Impact Assessment (BIA)
certification by lifting ban on the format to be more efficient for
use of sodium nitrate and permitting multinational public companies (MPCs)
the use of seeds treated with Relaxing certification renewal process
fungicides (Lee, Hiatt, and Allowing MPCs to redact sensitive
Lounsbury, 2017) information from public disclosure
Extending fair-trade certification to Delaying assessments of newly acquired
corporations with plantation business units for two certification
sourcing and certifying large cycles
producers without binding
commitments for proportion
certified (Jaffee, 2012)

Strengthening standards Developing quality mark program for Requiring MPCs and subsidiaries to
authentic craft brewers to deliberately publicly disclose BIA responses
exclude contract brewing and industrial ~Mandating more-rigorous verification
beer companies (Carroll and procedures for MPCs and subsidiaries
Swaminathan, 2000) Requiring higher social/environmental

standards for MPCs
Mandating board of directors to oversee
fulfillment of baseline requirements

Creating new standards Introducing new BIA dimensions uniquely

applicable to MPCs (e.g., supply chain
impact, political contributions)
Requiring MPC:s to publicly disclose
additional info (e.g., sensitive
management issues)
Making new requirements for exempt or
subpar subsidiaries of certified MPCs
Identity Shifting focus from Strategically downplaying difference Granting certification to multinational

producer identity to
product attributes

between original members and
incumbent joiners and reframing
inclusion of incumbent actors as
“increased diversity” (Lee, Hiatt,
and Lounsbury, 2017)

Replacing holistic ideology focused
on organic producers with verifying
a checklist of organic product
attributes (Lee, Hiatt, and
Lounsbury, 2017)

public companies (MPCs) based on
weighted average and 95% of the entire
operation

Granting certification to subsidiaries of
uncertified parent companies and
exempting them from legal form change



Augmenting focus on
producer identity

Shaping environment to
ease identity conversion

Sharpening challengers' oppositional
identity by depicting incumbents as “a
common enemy against which
everybody who cared about the cause
must rally” (Sikavica and Pozner,
2013: 638)

Setting a strict size limit as in micro-
radio stations or micro-breweries
(Carroll and Swaminathan, 2000;
Greve, Pozner, and Rao, 2006)

Limiting alternative fair-trade
certifications to cooperative-type
producers (Reinecke, Manning, and
von Hagen, 2012)

Reinforcing the legal form change
requirement (i.e., the entire MPC should
adopt Benefit Corporation form or other
locally available equivalents)

Requiring strict operational/legal
independence of certified subsidiaries
from uncertified parent corporations

Strictly imposing rules on B Corp
brand/logo use

Creating special rules on subsidiaries
undistinguishable from uncertified
parent company

Influencing institutional environment to
facilitate MPC’s adoption of a new legal
form (e.g., promoting and educating
about Benefit Corp form to investors,
regulators, general public)

Boundary Extending movement Decoupling organic produce category Expanding movement boundary by
boundary by curtailing from organic farming movement granting membership to companies that
roots in the original (Sikavica and Pozner, 2013; Lee, are uncertified but sympathetic to the
movement Hiatt, and Lounsbury, 2017) cause

Replacing the guru—disciple
relationship with training
certifications for yoga instructors
(Munir, Ansari, and Brown, 2021)

Solidifying movement Anchoring community-supported Requiring non-certified members to
boundary by agriculture and grass-fed meat and demonstrate improvement over time
strengthening roots in dairy products to local connections Requiring noncertified members to
the original movement between producers and consumers publicly announce their commitment to

(Thompson and Coskuner-Balli, 2007, the movement cause

Weber, Heinze, and DeSoucey, 2008) Requiring noncertified members to attain a
substantial baseline
social/environmental performance

Altering movement Distinguishing original members by
structure creating a two-tier system within the

movement (Certified B Corps +
noncertified B Movement Builders)

Outcome Co-optation by incumbents (e.g., Marginalization in an insular niche (e.g.,  Sustained challenge aimed at substantial

organic farming, original fair-trade
movement, microfinance, socially
responsible investing)

microbrewery, micro-radio movement,
alternative fair-trade certifications,
community supported agriculture)

institutional change




Figure 1. Industry Distribution of Early B Corps
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Figure 2. Ego Networks for Mission for Two Reasons for B Corp Certification*
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* Edges represent the co-occurrence of two words in a firm’s statement. Networks are simplified by selecting edges with at least three
firms and the inner core from a K-core analysis. Layout is from Ucinet’s Gower metric scaling algorithm.



Figure 3. Process Model of Mutual Adaptation between Incumbents and Challengers toward Institutional Change
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