sing Business
as a Force for Good

B Corps are for-profit businesses that focus strongly on their social
and environmental impact. The movement has grown to 1,800-plus
worldwide and now cities, economic authorities, and activists are
trying to attract more of these mission-driven and worker-friendly
companies to help spur economic growth.

behaved like B Corps,
there would be between
12 million and 15 million
more Americans who
earned a living wage.
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By Lillian M. Ortiz

LMOST A DECADE AGO, more than a dozen
businesses joined a movement to become the
change they wanted to see in the world.
In a 2007 “coming out” party in California,
19 companies were officially recognized as B Corpora-
tions, which focus on using business as a force for good
by making sure all stakeholders—customers, employees,
and even the community—benefit from the company’s
actions, rather than merely owners and shareholders.
Today there are more than 1,800 certified B Corps
around the world and the movement has spread across
dozens of countries and 130 industries. These are compa-
nies like Cabot Cheddar, which runs 46 percent of its
farmer and plant operations in low-income communities;
Badger Balm, a business that pays a living wage and pro-
vides every employee with a free home-cooked meal daily;
and Ogden Publications,
which ranks in the top 10
If all businesses  percentin the industry for
using recycled products.
Another 40,000 businesses
are currently evaluating
their companies to see
how close they come to B
Corp standards.

The growing B Corps
movement is a step toward
elevating the idea of the
“triple-bottom line,” a term
coined in the 1990s that refers to the measurement of a
company's social responsibility, its environmental impact,
and its financial returns. But while there is growth in this
still-young sector of business, can it become large enough
to truly make a difference in the world? Will the push for
living wages, the need for sustainable products, and the
desire for economic stability within communities across
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the U.S. lead to continued growth for these mission-
driven companies?

From Idea to Growing Movement

To become a B Corp, a company must first take what's

called the “B Impact Assessment” and score over 80 on a

200-point scale. The free assessment examines a busi-

nesss impact on workers, the local community, society

broadly, and the environment. Businesses answer about

180 questions, such as:

+ Do you offer parental leave, part-time or flex-time work
schedules, or telecommuting positions?

« What percentage of your energy use comes from
renewable sources?

« What percent of management are from underrepre-
sented populations? Suppliers?

For small businesses, the assessment can take one to
three hours to complete, but for larger companies, it
could be a lot longer, according to the B Lab, the non-
profit company that certifies B Corps. (If a business does
not reach the 8o-point minimum score, the B Lab sug-
gests steps it can take for improvement.) When a busi-
ness has scored above the minimum threshold and that
score has been verified, it must then meet the legal
requirements to become a B Corp, which differ for LLCs
and corporations depending on which state the business
is located in. The requirements help ensure that a busi-
ness's mission can ‘survive new management, new inves-
tors, or even new ownership.” After those steps are com-
pleted, it's time to sign a “Declaration of Interdependence”
and pay a $500 to $50,000 fee, based on the company’s
yearly sales.

B Corps must recertify every two years; the B Impact
Assessment is also updated every two years. Almost half
of all certified B Corps improve their scores over time,
according to a recent report from the Abell Foundation.
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Since the designation’s inception, the number of B
Corps across the world has been slowly inching
toward the 2,000 mark. About 40 to 50 percent of
these businesses are outside the United States,
according to Jay Cohen Gilbert, a co-founder of the B
Lab. Most recently there has been a lot of action in
Latin America, specifically in emerging markets and
low-income communities, Gilbert says.

A common misconception about B Corps is that
most are larger businesses like Method, Patagonia,
and Ben & Jerry’s, when in fact the vast majority are
actually small and mid-sized companies.

Compared to the millions of businesses in the Unit-
ed States, the B Corps community might look like
small potatoes. Even so, Gilbert and many others
believe the business concept has already begun to
make a difference in the world and will continue to do
so. This beliefis propelled by the passage of
legislation in 31 states that allows a corpora-
tion to legally become a “benefit corpora-
tion” The benefit corporation status pro-
vides legal protection for corporations to
consider financial, societal, and environ-

mental issues in their decision-making even
if the company is publicly traded, according
to benefitcorporation.net. While the B Lab
helped develop the legislation and B Corps
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rations only in states that allow that distinc-
tion. (B Corp status, on the other hand, is
open to every business regardless of legal
structure.) While the rules vary from state
to state, generally corporations must amend
their articles of incorporation to include the
desire to create a “general public benefit”
and assess their positive impact via a third
party (which could include B Lab). Six years ago, Mary-
land became the first state to approve legislation for these
types of corporations, and now more than 4,000 busi-
nesses across the country have legally become benefit
corporations. That’s more than double the number of cer-
tified B Corps.

The passage of benefit corporation legislation in Dela-
ware, where most U.S. corporations are incorporated,
appears to be a pretty big deal, says Christina Hachikan,
the executive director of the Social Enterprise Initiative
at the University of Chicago Booth Business School. But
until the concept is tested in the face of legal action, she
questions the true value of the benefit corporation status.
“You talk to three lawyers and you get four opinions about
whether a benefit corporation is a good idea,” Hachikan
says. “If you're a benefit corporation and your investors
want profits only, the only thing a benefit corporation
document will do for you is state up front that you have
the ability to prioritize other things. But ultimately, your
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Hachikan says there needs to be court precedent that
lawyers can point to that show benefit corporations on
the winning side of the equation before more lawyers
advise their clients to go that route.

Spurring Economic Growth

Certain characteristics are endemic to B Corps. Most pay
employees a living wage (about 88 percent, according to
Gilbert), offer good benefits, and understand the impor-
tance of family time. B Corps often make a point to hire
and train vets, ex-offenders, and people with disabilities,
and to work with local suppliers, all of which help support
the communities in which these companies locate. In a
July 2016 report from the Abell Foundation, Bringing the B
to Baltimore: Using B Corporations as a New Tool for Eco-
nomic Development, Michael H. Shuman (see page 6)
argues that economic development authorities should
actively work to bring B Corps into their respective
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Dr. Bronner's, a
certified B Corp,
joined the fight for
living wages in 2015
and created a “Fair
Pay Today" label
for the company'’s
32-ounce pepper-
mint soap.
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municipalities. The report indicates that if 100 companies
in Baltimore became B Corps, it could create 120 new jobs
and generate $450,000 of additional state and local taxes.
“It would be cost-effective for state and local authorities
to spend up to $450,000 over five years if they were con-
fident it would lead to 100 B Corp conversions,” Shuman
writes. “Plus they would effectively be investing $3,750 per
new job—a bargain” compared to what is often spent in
attracting companies.

In 2012, Philadelphia became the first city in the coun-
try to give tax breaks to B Corps. The city council adopted
a $4,000 tax credit specifically for B Corps and similarly
“sustainable” businesses, but the program was called
problematic because businesses needed to have at least
$2.8 million in total sales to qualify for the full credit.
“Few eligible businesses actually obtain that level of
sales, the Sustainable Business Network of Philadelphia
(SBN) said.

This summer, the council cleaned up the legislation so
the tax credit can be applied against a business's total
income instead of only gross receipts. The change enables
many more sustainable businesses to earn the full tax
credit, which the council doubled to $8,000. The number
of businesses that could participate in the program was
also raised from 25 to 50 though 2018, and up to 75 in 2019.
In another related bill, startups in the city can even earn
tax-free status for the first three years of operation, says
Maria Quiniones-Sanchez, the Philadelphia councilwom-
an who introduced the recently approved bills.

Michelle Long, the executive director of the Business
Alliance for Local Living Economies (BALLE), applauds
Philadelphia’s move and says that governments should
incentivize B Corps and other small and local businesses
because they bring more jobs to communities. According
to the U.S. Small Business Administration, small busi-
nesses created 2 million jobs in 2014, double the number
that large businesses created. Despite this statistic, the
vast majority of economic development incentives—more
than $8o billion annually—go to large corporations, Long
says. (See The Answer on page 50 for more.) “Redirecting
those incentives to instead be used for technical assis-
tance for small businesses ... and prioritiz-
ing communities of color, [has a] bigger
opportunity for impact,” she says.

Bringing the B to Baltimore:

Using B Corporations as a

What's Best for Your City?

New Development Tool for

Economic Development,

by Michael H. Shuman. The
Abell Foundation. July 2015.
nhi.org/go/30601

nhi.org/go/96395

“New Seasons Workers

Get a Raise as Grocer
Pushes for Higher Minimum
Wage,” by Anna Marum.
The Oregonian,

Sept. 24, 2015.
nhi.org/go/39081
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Believing that the B Impact Assessment
might be too cumbersome for smaller busi-
nesses, BALLE and the B Lab created a
shorter version called the Quick Impact
Assessment (QIA). “We eliminated some of
the questions that were less relevant to

B Lab

smaller businesses and made it simple to
take,” Long says.

Businesses across the country have used
the assessment to measure their impact. In
Grand Rapids, Michigan, business network

Local First Michigan has helped many companies become
B Corps by starting them off with the shorter and quicker
QIA tool, Long says.

Last year, the New York City Economic Development
Corporation, in collaboration with the B Lab, worked on
a program called the “Best for NYC.” The program cele-
brated businesses in the Big Apple and invited them to
take a version of the QIA that focused on low-wage work-
ers and low-income communities, Gilbert says. Over six
months, 600 businesses completed the assessment, 200
went on to become finalists (which meant they had to
complete the full B Impact Assessment and get a verified
score), and 100 finalists—some already certified B
Corps—were selected as among the “best businesses for
New York”

“It’s a powerful and fun way to engage the business
community around issues of justice without having to
beat people over the head with it as a compliance task;’
Gilbert says. “Those ‘Best For’ my city programs have
greater potential to engage a much greater number of
businesses, specifically around the creation of high-qual-
ity jobs for our most vulnerable citizens”

Of the New York City companies that participated, Gil-
bert says, several have changed their behaviors and prac-
tices. Some are now paying all their employees a living
wage and others are exploring employee ownership
opportunities.

The “Best For” program is happening in New York City
again this year, as well as in 20 other cities throughout
the country—some as big as Chicago, and as small as
Arcadia, Louisiana.

“If you've got more businesses in your city that have
a stated goal to create a more shared, enjoyable prosper-
ity and theyre measuring their performances against
that objective every year, that's going to lead to better
quality jobs because we know that B Corps are actually
creating jobs at a higher clip than the rest of the econo-
my, Gilbert says.

Join the Fight? It's Complicated

About 88 percent of B Corps pay their employees aliving
wage. If all companies behaved like B Corps, there would
be between 12 million and 15 million more Americans
who earned a living wage, according Gilbert.

Given this, JoEllen Chernow, director of The Center
for Popular Democracy’s (CPD) economic justice cam-
paign, says it would be interesting to get together with
those companies to see how they could help promote the
idea that increasing hourly salaries between $12 and $15
an hour is doable for businesses. CPD has been part of
various campaigns across the country to raise
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mum wage increase was a great example. “It's been good
for businesses. The sky hasn't fallen,” Chernow says.

Low-wage workers aren't typically consumers or
employees of B Corps like Patagonia, a high-end clothing
and outdoor gear company that extends health benefits
to part-timers and covers more than 8o percent of its
employees’ benefits, she says. This might limit the power
of their bully pulpit, because the “connection isn't as
direct,” says Chernow. However, she still sees some pos-
sibility in having B Corps tell their stories to CPD’s targets,
which tend to be large corporations like Starbucks,
Walmart, or McDonalds.

While there are businesses that have participated in
movements like the Fight for $15, theyre not “banging
down our doors;” she says.

Some B Corps have participated in minimum wage
campaigns across the country. Dr. Bronner’s, a promi-
nent B Corp based in California that pays its employees
25 percent above the living wage and covers 100 percent
of their health benefits, joined the successful movement
to raise the minimum wage in Washington, D.C. The
campaign led to more than 120,000 D.C. residents earn-
ing a pay increase. On its 32-ounce peppermint soap
bottles, Dr. Bronner’s changed its signature inspirational
messages to include language about fair pay.

“I really think of those companies as natural allies,’
says Ryan Johnson, executive director of The Fairness
Project, one of the supporters of the D.C. minimum wage
effort. “Probably more than any company I've ever inter-
acted with, [Dr. Bronner’s] really walked the walk on
social and progressive issues and they put their money
where their mouth is”

What advice would Johnson give to other organiza-
tions that are trying to partner with B Corps? “You need
to frame. .. any partnership with not just “This is the right
thing to do,” he says, “but “This is also why it helps your
business.” It might not mean they get more money or
sales directly, but it could mean that people will love or
respect their brand that much more, he added.

B Corp New Seasons Market in Portland, Oregon, has
also participated in a wage campaign. The grocery
chain, which has 3,300 employees in more than a dozen
locations in Oregon, Washington, and California, was
under a tremendous amount of pressure to join the fight
to raise minimum wages last year, Gilbert says. The
company did raise its own starting wages from $10 to

Staach

ONE NAHUA
EILEEN o~ 5
FISHER m;’: @ VIE

= TOM o
3 : T\ARL LOOPTWORKS ‘Q @mﬁ}‘?"
S~
V O Z Gazelle Sports

feangy  Etsy
kanteer

A e 0
AND-cRAFTS
CLOTHING

w =2 MOSAIC '
noble C\

jitasa Cherafit

$12 an hour, according to 7he Oregonian, and also made
a commitment to rally other businesses to support
citywide and statewide raises.

But has the B Corps community as a whole engaged in
these minimum wage campaigns?

They haven't and it's something that the B Lab grapples
with, Gilbert says. There are some issues that B Corps are
aligned on, but there isn’t 100 percent agreement on
many controversial issues including the Fight for $15,
carbon neutrality, or water or tax policy.

Taking a stance on one political issue likely means the
B Lab would be asked to take stances on dozens of
others, so it generally does not. Gilbert notes, however,
that individual B Corps are free to join any movement
theyd like.

Nonetheless, the B Lab did take its first stance on a
policy issue this year when it moved its annual champi-
ons retreat from North Carolina to Philadelphia. Gilbert
says the move was done because North Carolina passed
HB2, an anti-LGBT law. It was the B Corp community
that collectively decided to change the venue.

Gilbert says he understands that B Lab has now
opened the door to other requests. “It’s not never, but it
can't be every time;” he says.

Looking Ahead

As the national conversation focuses more on the impor-
tance of reducing inequality, transparency will become
extremely important for consumers who want to know
how a company truly treats its workers. B Corps and ben-
efit corporations, which publish a report of their overall
social and environmental performance, may deliver on
that goal. Though the numbers of B Corps and benefit
corporations will undoubtedly grow, Gilbert says, there
isn't a fixed target the B Lab wants to reach. “WeTe trying
to redefine success in business and change the culture of
business,” he says. “This is generational change”

For Johnson of The Fairness Project, the best outcome
for the future is one where B Corps aren’t needed
because their standards become the standards by which
all business is done. “I think it'’s going to have an impact,’
says Johnson, “but I almost hope it impacts itself out of
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existence.

To comment on this article, visit nhi.org/go/184/Ortiz
or write to letters@nhi.org.
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In the last decade,
more than 1,800
companies, including
those whose logos
appear below, have
become certified B
Corps, a designation
for mission-driven
businesses that focus
on more than just the
financial bottom line.
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