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Nonprofit Group Devises Credentials
for Socially Conscious Businesses

By Nicole Wallace

IceStone, a building-supply
business in Brooklyn, N.Y., is fo-
cused on more than just making
money. The company also wants
to use its enterprise to help pro-
tect the environment and im-
prove the lives of its workers.

The company manufactures
countertops, vanities, and floor-
ing from recycled glass and con-
crete. More than 30 percent of
its employees and more than 25
percent of its suppliers are from
low-income neighborhoods.

B Lab, a nonprofit group
based outside Philadelphia, also
believes in the power of busi-
ness to do good. And it has a
big goal: to help define and pro-
mote a new breed of companies,
like IceStone, that care as much
about creating social and envi-
ronmental benefits as they do
about earning profits.

Recent Victories

B Lab won a very public vic-
tory this spring when at its urg-
ing the State of Maryland creat-
ed a new legal structure—called
a benefit or B corporation, for
companies that blend business
with social and environmental
good. Vermont soon followed
suit.

Efforts are gathering steam
elsewhere, notably in New York,
where a bill to allow the cre-
ation of benefit corporations has
passed the Senate, and Pennsyl-
vania, where a bill is expected
to be introduced in the coming
weeks.

But some critics question how
much a new corporate form will
do to promote socially responsi-
ble business.

SOCIAL-PURPOSE BUSINESSES:

QUESTIONS THEY MUST ANSWER

B Lab, an organization that certifies businesses for their
efforts to help society, asks companies to consider issues

such as:

m What multiple is the highest compensated individual paid
(inclusive of bonus) as compared to the lowest-paid full-time

worker?

m What percentage of your company’s significant suppliers are
independent and located in the same community as one of

your offices?

m What was the average annual percentage of net profits or
net revenues that your company gave to charity in the last

two fiscal years?

m By what percentage has your carbon footprint been reduced
on a per-capita basis over the last 12 months?

Jay Coen Gilbert (clockwise from left), Andrew Kassoy,
and Bart Houlahan founded B Lab four years ago.

“It’s increasingly difficult for consumers to tell

the difference between good companies and just good
marketing campaigns,” says Mr. Coen Gilbert.

The other primary tool in B
Lab’s drive to promote socially
responsible business: a certifica-
tion program. The group’s rat-
ing system scores companies on
how their products and business
practices affect their employees,
customers, suppliers, the towns
and cities where they are locat-
ed, and the environment.

So far, more than 300 com-
panies—that together generate
annual revenue of more than
$1-billion—have been certified
by the organization as B cor-
porations. Most are traditional
for-profit companies, but a few
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are businesses started by char-
ities to generate revenue and
further their missions, such as
the Greyston Bakery, in Yon-
kers, N.Y.

Redefining Success

Founded just four years ago
and fielding a staff of only 16
employees, B Lab has accom-
plished a lot.

The organization credits its
success to strong local partners
and being aggressive when op-
portunities present themselves.
A case in point: When Mary-
land State Sen. Jamie Raskin
asked one of B Lab’s co-founders
how soon the group could pro-
vide draft legislation, the group
had a bill, tailored to the state’s
corporation law, to the senator
within a week.

The effort represents a very
different second career for the
group’s three co-founders. Jay
Coen Gilbert and Bart Houla-
han built AND 1, a $250-mil-
lion basketball footwear and ap-
parel business. Andrew Kassoy
spent 16 years in the private-
equity industry and was one
of AND 1’s first investors. The
three men have been friends
since their college days at Stan-
ford University.

“Our hope is that the com-
munity of B corps redefines suc-
cess in business, and that com-
panies will begin competing not
just to be the best in the world,
but to be the best for the world,”
says Mr. Coen Gilbert. Helping
companies stand out in a mar-
ketplace where more and more
businesses are claiming to be
good corporate citizens is one of
the biggest benefits of certifica-
tion, he says.

“It’s increasingly difficult for
consumers to tell the differ-
ence between good companies

and just good marketing cam-
paigns,” says Mr. Coen Gilbert.

Mission-driven companies say
the work B Lab is doing is criti-
cal to the future of their indus-
try.

Pointing to a third-party cer-
tification is important, says
Brandon C. White, founder of
Lateral Line, a company in
Easton, Md., that makes high-
end fishing apparel.

Certified in 2007, the compa-
ny donates 2 percent of its pre-
tax sales revenue to grass-roots
conservation projects.

Mr. White says that it’s got-
ten to the point where custom-
ers are automatically skeptical
when he says that his company
is socially responsible.

“They roll their eyes, because
everybody in the freaking mar-
ketplace is saying that,” he says.
“At least I can say, ‘No, no, real-
ly. Here, we're certified.”

An Advertising Push

B Lab has negotiated other
more tangible benefits for the
companies as well.

The Yale School of Manage-
ment forgives loans to students
who take a job at a company
certified as a B corporation, po-
tentially a powerful tool for the
companies’ recruiting.

Philadelphia recently passed
modest tax breaks for compa-
nies that are certified, and more
than 40 companies, including
technology firms and headhunt-
ers, offer discounted rates to B
corporations.

This holiday season, B Lab
will run its first advertising
campaign to introduce B corpo-
rations to consumers.

The organization expects
the campaign to reach 17 mil-
lion consumers. Advertisements
will appear both in print publi-

TREVOR DIXON

cations, such as Mother Jones
magazine, and online at Web
sites such as Care2.com, which
promotes health and environ-
mental conservation.

Passing the Test

The B Impact Assessment is
free and available online. In all,
nearly 5,000 companies have
used the tool to measure their
social and environmental per-
formance. Companies that seek
and receive certification pay an
annual fee based on their rev-

The Yale School of
Management forgives
loans to students
who take a job at

a B corporation.

enue that ranges between $500
and $25,000, and their assess-
ment scores are posted on the B
Lab Web site.

Fees make up 20 percent of
the organization’s $2-million
annual budget. The rest comes
from foundation and corporate
grants.

To earn certification, com-
panies must answer a series of
questions on how they run their
businesses and how they help
the communities in which they
work. They must score at least
80 on the assessment’s 200-
point scale.

The questions that compa-
nies are asked and how their
answers are weighted varies
depending on the size and type
of business.

“It may be wonderful that
the law firm says, ‘Please
don’t print this e-mail’ on the
bottom of their e-mail signa-
tures,” says Mr. Coen Gilbert, of



OCTOBER 7, 2010

MANAGING

THE CHRONICLE OF PHILANTHROPY « 19

B Lab, a small nonprofit
group based outside Phila-
delphia, has gained nation-
wide attention for its certi-
fication program for socially
and environmentally respon-
sible businesses and its push
to create a new legal form for
such companies.

But the organization has
another goal as well: to in-
crease the amount of capital
available to companies and
investment funds that seek to
create both social and finan-
cial return.

Since 2009, B Lab has been
working to create the Global
Impact Investment Ratings
System, a standard designed
to let investors measure and
compare the social and envi-
ronmental performance of so-
cial-purpose companies and
investment vehicles.

“You can’t really invest for
impact unless you measure
impact,” says Jay Coen Gil-
bert, co-founder of B Lab.

The effort, which used
the organization’s B Ratings
system as a starting point,
has won $6.5-million in sup-
port from the Rockefeller
Foundation, the consulting
company Deloitte, Prudential
Financial, and the U.S. Agen-

Investment Standards Next on B Labs Agenda

cy for International Develop-
ment.

At the beginning of 2011,
25 investment funds—includ-
ing the Acumen Fund, Afri-
can Agricultural Capital, and
Small Enterprise Assistance
Funds—will be evaluated us-
ing a test version of the new
methodology. Together the
funds, some of which are non-
profit and some for-profit,
have $1.2-billion under man-
agement.

Measuring Results

To meet the needs of differ-
ing kinds of investors, the rat-
ings system needs to work on
different levels and be trans-
parent, says Margot Branden-
burg, an associate director at
the Rockefeller Foundation,
in New York.

She says that wealth advis-
ers probably will only want
a rating to help them advise
their clients. But, she adds,
an investor for whom social
impact is most important,
like a foundation making a
program-related investment,
will want to see the data that
led to the rating.

“They will want more than
just two stars,” says Ms.
Brandenburg. “They’re going

jobs in disadvantaged neigh-

to want to know specifically
what the impact on women
is or what the environmental
footprint is.”

B Lab used its B Ratings
system, which was designed
to help evaluate American
companies, as a starting
point. But in creating the new
system, it had to make sure
that the ratings would also
be relevant in assessing busi-
nesses and investment funds
that work in developing coun-
tries.

For example, providing good

borhoods is often an impor-
tant goal of a social-purpose
business in the United States.
In a developing country, the
social or environmental bene-
fit more often lies in the prod-
uct or service provided, such
as anti-malarial bed nets or a
water-filtration system.
“Maybe the bed-net com-
pany’s not paying people as
high a wage as you might
have wanted if that was the
primary purpose of the com-
pany,” says Ms. Brandenburg.
“But on the other hand, it’s
creating all these bed nets
and selling them to very ru-
ral populations.”
—NICOLE WALLACE

B Lab. “But what the paper mill
does with its gray water and
where it sources its pulp from
obviously has a much more sig-
nificant environmental impact.”

To ensure the certification’s
rigor, B Lab has another re-
quirement: Companies must
amend their charter to say that
they will consider the impact of
their business decisions not just
on shareholders but also on em-
ployees, suppliers, the environ-
ment, and their communities.

Deciding to change a com-
pany’s founding documents is
not something that a social-
responsibility or marketing
manager can do, says Mr. Coen
Gilbert. It’s a decision that has
to be made at the chief execu-
tive level and requires share-
holder approval.

“It’s a big deal,” says Mr. Coen
Gilbert. “We’re not asking peo-
ple to pay some dues and join a
club.”

Best Intentions

By asking companies to make
that difficult decision, the orga-
nization is tackling a problem
that has long dogged entrepre-
neurs.

Too many times, social-pur-
pose companies started with
the best of intentions have
trouble holding on to their mis-
sions when they grow to a point
where they want to go public or
are large enough to be acquired,
says Timothy O’Shea, who for
many years was a consultant
advising socially responsible
businesses.

The prevailing understanding
of fiduciary responsibility holds
that companies must make de-
cisions based on what is in the
best financial interest of share-
holders, and businesses end up
selling to the highest bidder.

About five years ago, Mr.
O’Shea co-founded CleanFish,
a San Francisco company that
buys and sells seafood that has
been raised or caught in envi-
ronmentally responsible ways.
He says that incorporating the
company’s ecological values into
its charter was a relief.

“To have that out there just
reinforces the intention of why
we started the business,” says
Mr. O’Shea. “I didn’t start the
business to just be another com-
modities seafood dealer.”

Looking Ahead

But not everyone thinks new
legal entities are the best way
to encourage the growth of mis-
sion-driven businesses.

“The more you say we're spe-
cial and we’re different, the eas-
ier you make it for other people
to marginalize you,” says Jeff
Trexler, professor of social en-
trepreneurship at Pace Univer-
sity in New York.

Mr. Trexler worries that the
new corporate form has the po-
tential to create enmity between
social enterprises and tradition-
al companies without increas-
ing the number of mission-driv-
en businesses. He points to the
community-interest company,
a similar corporate form intro-
duced in Britain five years ago.

He says relatively few busi-
nesses have taken advantage of
the new designation, just a few
thousand, because there weren’t
any financial advantages to do-
ing so.

It’s easy, inexpensive, and a
good public-relations move for
state legislatures to pass ben-
efit corporation legislation, says
Mr. Trexler. But, he says, nei-
ther the states nor the federal
government are in a position fi-
nancially or politically to offer
tax breaks or other incentives
to for-profit entities.

B Lab plans to seek tax bene-
fits and procurement preferenc-
es for benefit corporations even-
tually. But for now, the most
important thing the new enti-
ty provides is clarity, says Mr.
Coen Gilbert, giving business
owners and overseers legal pro-
tection to run their businesses
in socially responsible ways.

Ultimately, B Lab wants to
change the business world as a
whole, says Mr. Coen Gilbert.

The group hopes that by in-
creasing the number of compa-
nies that believe business has
the power to be a force for good
and helping them grow will, in
time, influence more traditional
corporations.

“There is tremendous power
in what folks have called social
enterprises,” he says. “But there
is also tremendous power in ad-
dressing the 99 percent of the
economy that is producing the
run-of-the-mill products and
services that we all use every
day.”

TECHNOLOGY

KIVA

Noelia Ruiz Diaz, of Paraguay, is among students hoping
that Kiva donors will help them with college loans.

Microfinance Site Adds Student Loans

line loans to entrepreneurs in developing countries, has

added student loans to its offerings. The group is working
with microfinance groups in Bolivia, Lebanon, and Paraguay to
make the new loans.

Student loans are not readily available in many parts of the
world, largely because there’s no track record and lenders don’t
know how much risk is involved, says Premal Shah, president of
Kiva. He hopes that what the organization learns from the stu-
dent loans it offers will encourage banks to make them on their
own.

“We may find that students in Peru who get an accounting de-
gree have a high repayment rate but Lebanese students who get
a Microsoft certificate do not,” he says. “That kind of data is so
valuable for the local finance sector.”

Kiva isn’t the first charity to use the Internet to tackle the
problem. Last year a Seattle charity called Vittana started a site
that allows people to make small loans to help students in emerg-
ing countries pay for college or vocational training.

Mr. Shah says Kiva is open to working with other organizations
but that there’s also an argument to be made for having multi-
ple players. “There’s a lot of best practices that get sent back and
forth when you do have a couple actors at least trying different
things,” he says.

FOR MORE INFORMATION: Go to http:/www.kiva.org.

l ; IVA.ORG, the organization that allows people to make on-

New Directory of Fvaluation Tools

HE FOUNDATION CENTER and the consulting firm McKinsey
I & Company have created an online directory of more than
150 tools and methodologies designed to help charities
measure whether their work is making a difference.

“The thought was to eliminate the need for starting from
scratch and allow people to benefit from the work that others
have done,” says Larry McGill, vice president for research at the
center. “In some cases, that will mean benefiting from some of the
blind alleys that people have gone down.”

A committee of experts, gathered by the New York University
Stern School of Business, classified the resources according to
such factors as the stage of the evaluation process to which they
apply, what types of organizations they are most likely to help,
and the costs involved.

FOR MORE INFORMATION: Go to http:/trasi.foundationcenter.org.

Meeting on Mobile Devices and Health

HE MHEALTH SUMMIT has landed a big keynote speaker: Bill

I Gates.

The meeting, which will take place from November

8-10 in Washington, focuses on how cellphones and other mobile
technology can be used to improve health care, particularly in
developing countries. Other speakers will include Ted Turner,
chairman of the U.N. Foundation, and Aneesh Chopra, U.S. Chief
Technology Officer.

Conference organizers say they expect 2,000 participants from
around the world.

FOR MORE INFORMATION: Go to http:/www.mhealthsummit.org.

—NICOLE WALLACE
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