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INTRODUCTION

The thesis aims to investigate the world of B Corp and Benefit Corporations, a new, little
explored world, able to completely rock the traditional business rules. In today's world,
it is no longer possible just to consider the own interests and look only at the economic
side of the coin, regardless of what is around; the damage caused by decades of
capitalistic economy can no longer be swept under the carpet, because they are now
affecting humans lives. The planet is placed in front of an exponential growth: for the
vast majority of human existence, it was safe to assume that the world in which a person
died, would look pretty much the same as the one in which he/she was born. But that is
no longer the case. "We won’t experience 100 years of progress in the 21st century —
it will be more like 20,000 years of progress (at today’s rate)," wrote Kurzweil in 2001. 1
Thinking about how much things have changed in the past 10 years—wireless internet,
smart phones, Facebook and Twitter—allows to understand how vastly different things
will be in 2021, or even 2100. Soon, things which could barely be imagined decades
before, might be within reach. It is in this light that, the economy should start to look at
B Corporations, something unexpected and unthinkable a few years ago, which has
become now a necessary step in the economic development. B Corps are for-profit
companies, certified by a nonprofit company called B Lab, to meet rigorous standards
of social and environmental performance, accountability, and transparency. Those
companies are able to do social or environmental good, while still serving shareholders,
as conventional, profit-maximizing companies. There are many other companies,
including public companies Unilever, Nike, Starbucks, Southwest Airlines and Google,
that are widely recognized as sustainability leaders. They did not have to become B
Corps, which makes wonder why the new benefit corporation legislation is needed. The
difference is that these conventional companies when make donations, help
communities or use recycled materials, are constricted by corporate law. At the end of
the day, their only legitimate purpose is to maximize shareholder interest. Managers
1
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and directors of conventional companies who fail to maximize profits, risk being sued by
shareholders. The fetishization of shareholder value has inflicted serious damage of its
own, encouraging corporations to focus on short-term prospects and share price, at the
expense of everything else. Many now see this as a hurdle in creating long-term value
for all stakeholders, including shareholders themselves. Benefit corporations, that are
different from B Corps, are the answer and the possible solution to this problem. A
benefit corporation is a new legal tool: it is a traditional corporation with modified
obligations, committing it to higher standards of purpose, accountability and
transparency. They are required to consider all stakeholders in their decisions. This gives
them the flexibility to create long term value for all stakeholders over the long term, and
even through exit transactions such as IPOs and acquisitions. These companies are
known as Società benefit in Italy, which is the only country, together with America, to
have formulated a law for the establishment of these new business. Benefit corporations
and Certified B Corporations are often confused, because they share much in common
and are complementary, but have a few important differences, that will be discussed in
the first chapter. The rise of both business tools, is a reminder that the idea that
corporations should be only lean, mean, profit-maximizing machines is not dictated by
the inherent nature of capitalism, let alone by human nature. What B Corps and benefit
corporations do, is open up a whole new avenue of possibilities, that will be shown in
the next chapters. It makes it clear that, entrepreneurs and investors are free to build
businesses with higher purposes, and at the same time to make money. This is not
science fiction, but the reality of today's markets. And it is important to remember that,
the future of business is shaped by the marketplace, and not by the dictates of corporate
law. Thus, in the first chapter it will be necessary to do an analysis of the characteristics
of B Corps and benefit corporations, highlighting their differences, their peculiarities,
and their relationship with all stakeholders, then concluding with an analysis of the legal
aspects of the Italian and American law, related to that topic.
In the second chapter, it will be possible to understand which are the economic and
market factors that have led to the emergence of these companies, and how they have
changed their relationship with investors (compared to traditional companies), so as to
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create benefits for both parties and to improve a relationship for some time stagnant,
due to a focus only on profit. Over the last decades, there has been a significant growth
in sustainable, responsible and impact investing—or SRI, which can also stand for
socially responsible investing—a strategy in which companies that fail to meet certain
socially responsible standards are avoided, and those making progress in environmental
friendliness, social responsibility and corporate governance, are sought out. The reason
lies in the desire to be part of the solution to the problems affecting the Earth, a trend
that is increasingly popular among consumers, entrepreneurs and even among
investors. For this reason, investing in B Corps and Benefit corporations entails many
advantages for investors, whose rights are certainly increased, thanks to this new reality.
Indeed, the purpose of this thesis is to analyze the changes in the stakeholders’
relationships, but above all the relationship with investors, which represents the real
revolution in the B world. By interviewing some Italian B corporations, which will be
presented in the third chapter, it has been possible to touch the sharp change that is
occurring in the global economic landscape, and in particular in the Italian one. Italy has
shown to be cutting-edge in terms of sustainability and social responsibility, so as to
stand out from the rest of the world with an ad hoc law for the benefit corporation.
Thanks to the availability of these companies, it has been possible to know some
backgrounds of their investors’ relationship, that proved to be definitely useful for the
thesis’ purpose.
Being the B movement’s birth fairly recent, the questions and the doubts are still
inevitably many. The main point of the paper however, will be around the most typical
and traditional type of stakeholder: the investors, who represent from the economic
point of view, the real revolution of B companies. Thus, the question to answer is: B
Corps constitute or will constitute an attractive business model to investors, considering
the fundamental changes that these companies bring within?
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CHAPTER ONE: HOW TO USE BUSINESS AS A FORCE FOR GOOD

Our vision is to be a global community that positively impacts billions of lives.
Singularity University, a Silicon Valley benefit corporation

1.1 BEYOND CSR
Nowadays, every business, at every level has to deal with the unintended consequences
of a 200-year-old industrial model that can no longer be sustained ecologically, socially
or financially. Along the way, a tectonic shift had happened in work culture in many
businesses and almost everyone is now familiar with workers’ needs or nature’s
vulnerability. But the change that is required, must be well over. As a matter of fact,
humans have gone into “ecological debt” earlier and earlier, which means that
humanity’s demand for ecological resources exceeds what the planet can replenish
annually. In 2016 the “Earth Overshoot Day” (or Ecological Debt Day) falls on August: for
the rest of 2016, people will be living on resources borrowed from future generations.
If population and consumption trends continue, “by the 2030s, we will need the
equivalent of two Earths to support us,” the GFN (Global Footprint Network) says. “And
of course, we only have one.”2 Thus, this situation is not sustainable anymore.
Since the late 1960s with the Baby Boomers, sustainability has been a core value of every
living generation3. More and more people got worried about the planet, which has been
losing day by day its ability to sustain human life. Scarcity of natural resources,
exponential growth of population - it has tripled in the last 60 years – and climate change
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are on the list of the most alarming Earth issues, together with many other global grand
challenges. In recent years, business has been increasingly viewed as a major cause of
all these problems. Companies have been accused of focusing only on short-term
financial performance and profit, while missing the most important customer needs and
ignoring the impact of their activities on society and on the environment. However, only
corporations have the resources - vast human and financial capital, advanced
technology, international footprint, market power and financial motivation - to
contribute the world's most daunting problems. Corporations that lead the way,
recognize that finding solutions to economic, social, and environmental challenges will
help them grow their companies' value, while also building a better world for all.
Therefore, a new economy has emerged: an economy that trades in social outcomes; an
economy where untapped markets are developed and drive financial returns; an
economy that involves unusual business models. It is called the “solution economy” 4. It
represents not just an economic opportunity, but a new manner of solving entrenched
societal problems, which now represent multi-billion-dollar markets. Instead of trying to
patch a market failure, businesses are trying to create a market for the solution. This
mindset has led to one of the most important cultural shifts of these times: the evolution
of capitalism from a century focused on maximizing short-term shareholder value to one
focused on maximizing long-term shared value5. The solution lies in the principle of
shared value. This concept goes beyond philanthropy or social responsibility because it
brings business and society back together in order to determine a longer-term success.
The previous narrow conception of capitalism has prevented business from harnessing
its full potential to meet society’s broader challenges, which now become opportunities
to make profit.
Corporate philanthropy and CSR are not sufficient anymore. The reasons are not hard
to understand. Increasingly, philanthropy is used as a form of public relations or
advertising, promoting a company’s image or brand but it is never enough: the more
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companies donate, the more is expected of them. This is a no-win situation, in which
companies cannot find the right balance between critics demanding ever higher levels
of donations, and investors applying relentless pressure to maximize their profits 6. As
philanthropy, CSR has partially turned into a marketing tool, thus losing a fraction of its
credibility. It has made an invaluable contribution to society raising society’s awareness
of how important and urgent it is to consider sustainability in general when doing
business. But CSR is a short-term solution to global problems and rarely resolves longterm problems. Michael Porter and Mark Kramer summarize this concept with “a
hodgepodge of uncoordinated CSR and philanthropic activities disconnected from the
company’s strategy that neither make any meaningful social impact nor strengthen the
firm’s long-term competitiveness.”7
This stage of the evolution process is soon to be over and it will leave the stage to new
concepts and new solutions such as the B Corp certification and the Benefit Corporation.
How these two tools are revolutionizing the traditional concept of business, overcoming
the objective limits that the CSR has showed, will be the topic discussed in the following
paragraphs. Their differences and their complementarity will be analyzed in order to
have a clear picture of their potential, as they represent a glimpse at the future of
business. The future belongs to those who consider sustainability an intrinsic part of
their business. Deciding upon being an early mover or a late adopter, is a personal
choice.
1.2 THE BIRTH OF BENEFIT CORPORATIONS
The concept of shared value has blurred the line between for-profit and nonprofit
organizations and has led to the birth of a completely innovative kind of business: the
benefit corporation.
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A benefit corporation is a new legal tool that creates a solid foundation for long-term
mission alignment and value creation. It is the perfect synthesis between for-profit and
no-profit worlds because it commits to creating public benefit and sustainable value in
addition to generating profit. Sustainability is an integral part of their value proposition:
the race to the top is not to be the best in the world but to be the best for the world8.
On the contrary, traditional corporations are expected to use profit maximization as the
primary lens in decision-making, but this is a myopic model. Nowadays corporations in
general are required to consider all stakeholders (suppliers, customers, communities
and so on) in their decisions, and benefit corporations are answering to this call, better
than others.
In April 2010, Maryland became the first U.S. state to pass benefit corporation legislation
and progressively it has been adopted in a majority of U.S. states (now 32), and by over
3,500 corporations. Though the statues differ from state to state, they share three major
provisions. A benefit corporation: (1) has the corporate purpose to create a material,
positive impact on society and the environment; (2) expands fiduciary duty to require
consideration of nonfinancial interests; and (3) reports on its overall social and
environmental performance as assessed against a comprehensive, credible,
independent, and transparent third-party standard9.
Benefit corporations modify the traditional purpose of the corporation. Typically,
corporations are allowed to form for any lawful purpose, while benefit corporations
must have a purpose of creating general public benefit. Take the Nativa example; Nativa
is an Italian benefit corporation and the first Certified B Corp in Italy, one of the first
globally. Their aim is to help companies to incorporate sustainable innovation into their
DNA, improve their business results, and create an authentic economic value. Their
statute, which has been refused several times by the Italian Chamber of Commerce
before obtaining the approval, states that “Nativa’s purpose is to contribute to growing
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the happiness of all its people…”.10 No company had used the word “happiness” in the
statute for the foundation of a company before; that is why they represent an absolute
innovation in the Italian scenario.
Moreover, Nativa has worked with Senator del Barba since fall of 2014, to prepare the
ground for an historic legislation: a law that allow Italian companies to register as benefit
corporations. Thanks to their pioneering and relentless hard work, the “Società Benefit”
(the Italian name for benefit corporations) have been introduced in Italy by Law 28
December 2015, n. 208 (paragraphs 376-384) which came into effect on January 1, 2016.
With this legislation, Italy becomes the first country in the EU and the first country in the
world outside of the USA to create a specific legal form that lets business leaders
consider their companies’ impact on stakeholders like society and the environment on
the same level as they consider their profits. The new legislation does not have, for these
companies, special tax benefit, contribution relief, financial facility, or exceptions to the
ordinary corporate law but gives the advantage to be able to use the reputational value
of the “Società benefit” brand (Sb) in all social documentation and communication to
third parties. All companies - Ss, Snc, Sas, Spa, Sapa and Srl - can become benefits and
can introduce in its name the words "Società benefit"11. It demonstrates that Italy and
the Italian government are ready to lead in Europe, and quickly accelerating along a
much needed reforms and corporate evolution path12.
Regulations concerning the Società benefit are characterized by absolutely innovative
and visionary aspects, both compared to the Italian legal scenario and with respect to
the laws that govern the benefit corporations in US. The analysis of those aspects will
be the subject of the paragraph 1.4.
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1.3 B THE CHANGE: THE B CORP MOTTO

I think B Corporations will make more profits than other types of companies.
Robert Shiller, Nobel laureate in economics

As explained before, benefit corporations are a new legal tool that allows a new
company to be created on a solid foundation for long term mission alignment and value
creation. Instead, Certified B Corporations are companies that have been certified by
the nonprofit B Lab to have met rigorous standards of social and environmental
performance, accountability and transparency. This certification can be compared to the
Fair Trade certification for coffee or to the LEED certification for green buildings; the key
difference is that it evaluates an entire company rather than just looking at one aspect13.
This big picture evaluation allows to avoid green washing and distinguish between good
companies and just good marketing.
B Lab is a nonprofit organization that serves a global movement of people using
“business as a force for good”. Its vision is that one day all companies compete not only
to be the best in the world, but the Best for the World and as a result society will enjoy
a more shared and durable prosperity. B Lab drives this systemic change through a
number of interrelated initiatives: 1) building a community of Certified B Corporations
to make it easier for all of us to tell the difference between “good companies” and good
marketing; 2) promoting usage of Mission Aligned corporate structures (such as benefit
corporation) to increase efficacy of social entrepreneurship and impact investing; 3)
promoting Measure What Matters campaigns to increase use of free, powerful tools for
businesses to measure, compare and improve their social and environmental
performance.14
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B Lab uses two different tools in order to manage the companies’ impact and the impact
of the businesses with whom they work: B Impact Assessment and B Analytics. Through
these efficient instruments, B Lab is helping tens of thousands of businesses, investors,
and institutions in measuring what matters, thanks to specific standards and
benchmarks.
The B Corp certification gives companies the possibility to increase credibility and to
build trust of customers: certifications are considered the first element consumers check
when evaluating the sustainability of a company. This certification gives a
comprehensive snapshot of the whole company, helping to turn the ambiguous concept
of “green” or “responsible” into something concrete and measurable.
To obtain a B Corporation certification, a company first completes an online assessment
on the B Lab website. Companies that earn a minimum score of 80 out of 200 points
undergo an assessment review process, essentially a conference call verifying the claims
made in their assessment. Companies are required to provide supporting
documentation before they are certified. 15
The assessment covers the company’s entire operation and measures the positive
impact of the company in five areas: governance, workers, community, customers and
environment. Depending on a company’s industry, geographic location, and number of
employees, the online assessment adjusts the weightings of the question categories to
increase its relevancy. For instance, companies with more employees will have a heavier
weighting in the workers’ category, and companies in manufacturing will have a heavier
weighting in the environment category.
To maintain credibility, the B Corporation certification standard operates under
principles that are independent, comprehensive, comparable, dynamic, and
transparent. B Lab has an established standards advisory council that can independently
make decisions with or without the support of B Lab. The council recommends
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improvements to the B Corp assessment on a biennial basis and there is a 30-day public
consultation period before releasing a new version of the B Corporation assessment16.
Figure 1 - Patagonia B Impact Report

In figure 1, it is possible to see an
example of a B Impact report for
Patagonia.

Patagonia,

Inc. is

an

American clothing company founded
by Yvon Chouinard in 1973 that sells
and showcases mainly sustainable
outdoor clothing.

Based in Ventura,

California, the company is part of
several environmental movements and
became a B Corp in 2011. Additionally,
in January 2012, it registered the
business

as

a

benefit

corporation. Patagonia is truly involved
in making their business absolutely
sustainable with several initiatives: a
SOURCE: www.patagonia.com

100%

organic

cotton

production,

recycled-content paper for catalogs, a circular economy strategy, flexible working hours,
an on-site child care center and so on. Although their strong commitment, the
Patagonia’s score is far from reaching the maximum 200 points and there are so many
companies that cannot even reach the minimum score requested to obtain the
certification. This is just a proof of how rigorous and tough is the assessment provided
by B Lab, which continuously encourages and motivates companies to improve as
businesses. Moreover, the rigor of this process means that it takes serious dedication to
complete, which helps to filter out businesses that are not truly committed to meeting
the B Lab high standards. The result is a passionate, highly innovative group of some of
the most socially and environmentally conscious businesses on the planet.

16
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What is important to clarify is that benefit corporations are not the same as certified B
Corporations. They are complementary 17: B Corp certification guarantees the positive
current impact, which is measured in a rigorous and transparent way; the benefit
corporation allows companies to align and protect the mission in the medium and long
term. In Italy, after the entry into force of the Act, Certified B Corp have also the
constraint to convert into Società benefit within 2-4 years from the first date of
certification, in order to maintain it. Choosing to become a Società benefit requires the
company to adhere to strict rules for the business constitution and for the business
activity, such as the obligation to draw up (together with the budget) an annual report
to explain what benefits activities were conducted, combined with an internal
assessment of the impact of these actions, whose structure is in line with that of the B
Impact Assessment. This document must be accessible to all from the site of the
company so that the responsible authorities have the possibility to ensure that the
company does not use the term benefit to make misleading advertising or do not
commit other violations of the consumer code 18.
Despite the differences and the confusion between B Corp and benefit corporation,
what is clear now is the efficacy of their combination: both classifications are a superb
method to illustrate key differences with competitors, and both are of great PR value in
attracting and retaining employees, investors and customers. A lot of companies are
changing by recognizing that the traditional ways to do business are not sufficient
anymore and a more evolved paradigm of business is possible. The numbers bear this
out: 1,961 B Corporations are now operating in 50 different countries, in 130 industries
and many more are coming 19. Among the best known are Kickstarter (crowdfunding
platform), Hootsuite (10 million users aggregator), Etsy (e-commerce company), Ben &
Jerry (a Unilever subsidiary that produces ice cream) and Croqqer (sales or exchange
platform of expertise at zero kilometers). The latter has recently entered the Italian
market.

17
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The value created by this community is huge and is addressed to all stakeholders; and
also companies get in return some benefits, by participating to the B Corp community.
The certification gives more than marketing benefits, discounts on products or services,
or benchmarking their social and environmental performance. The most fulfilling aspect
is the strength of the community, the sense of being part of something bigger than an
individual business. The positivity, collaboration, excitement, innovation of being part
of a community that shares the same core values and a clear sense of purpose is what
inspires, motivates, and energizes B Corps to use their business as a force for good. 20
Building a collective voice that is more powerful than any individual company, is the only
way to face the major global challenges and B Corporation is a great invention that could
change the world.

1.4 LEGAL ASPECTS: THE ANALYSIS OF ITALIAN REGULATION

The notion that corporate law requires directors to maximize shareholder wealth
simply isn’t true.
Lynn A. Stout, distinguished Professor of Corporate & Business Law at the Cornell Law
School
As mentioned before, with paragraphs 376-384 of the Stability Act 2016, the Italian legal
system has seen the light of a new business model, the "Società benefit", that in the
exercise of an economic activity, together with the division of profits, pursues one or
more purposes of common benefit and operates in a responsible, sustainable and
transparent way towards people, communities, territories, cultural and social activities,
organizations and associations, and other stakeholders.21 The Italian legislature has
been inspired by the American Benefit Corporation model, which is spreading in the US
(since more than six years) a different paradigm of business, with which businesses have
the opportunity to drive change and evaluate their performances compared to
20
21
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traditional companies, differentiating themselves from the competitors. In the wake of
what happened overseas, the italian legislature wanted to introduce a level of
innovation that aspires to be a growth factor in terms of competitiveness: the Società
benefit will have to implement new combinations of business activities characterized by
innovative elements, aimed at achieving a positive impact in terms of economic and
social change.
The characteristics of a Società Benefit are very similar to a US Benefit Corporation, but
not the same. The intention of the Italian legislature, is to outline a policy capable of
overcoming the classic model of corporate social responsibility. The idea is to provide
the legal basis for future convergences between different types of organizations and
with different objectives. For such companies, the legislature did not introduce
exceptions to company law, nor tax breaks of any kind: the decision to take this path,
therefore, represents a business opportunity for those entrepreneurs who want to
enhance their actions in the corporate social responsibility field, or who intend to
structure a new business model: a model that is shared with all stakeholders, more
balanced and protective towards employees and collaborators, respectful and careful of
the environment, focused on generating a social impact; ultimately, a business model
designed to achieve objectives of common benefit. The società benefit are not simply
identifiable as companies that add profit maximization to social impact, but they are
businesses that integrate the two themes in a single mission.
The società benefits cannot be considered as a new actor pertaining to the Third Sector.
While social enterprises voluntarily pursue a social objective, which is core compared to
the entrepreneurial activity (and can only operate in certain sectors, social assistance,
education, protection of cultural heritage, etc.), the Società benefit, within their
economic activity, must pursue one or more positive impact or reduce their negative
effects on one or more categories of individuals.22 Moreover, the reform text admits
that social enterprise can search for a moderate return on capital and can get tax breaks.
On the contrary, the Società benefit is, to all effects, an institution for profit (as the book
22
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V of the Civil Code affirms) which has no limits in the distribution of profits and is devoid
of tax breaks.23 Companies that can "transform" into for-benefit companies, are all the
companies mentioned in Book V, Titles V and VI of the Civil Code, and once decided to
become Società benefit, they will have the possibility of introducing into their business
name the "Società benefit" words. However, it is important to remember that the
Società benefit is just an organizational structure itself; any company of Titles V and VI
(S.S.,s.n.c., s.a.s., S.p.A., S.a.p.A. and s.r.l.) can comply as Benefit Company. It is not
added a new company structure, but it gives the opportunity to every type of company
already provided by the Civil Code, to be configured as "SB".
The legislation that governs the società benefit brings some interesting changes in the
corporate organization and corporate governance, and here below some of the major
developments (that are common to the US model) will be discussed.
(1) The adoption of an external evaluation standard: the measurement of ‘impact’
of a Società Benefit is assessed by a “third–party standard”24 for defining,
reporting, and assessing corporate social and environmental performance,
including assessment of successes and failures in achieving general and specific
public benefit purpose and in considering effects of decisions on stakeholders.
This “third-party standard” must be developed by an entity that is not controlled
by the Benefit Corporation and which has access to the necessary expertise to
assess the company’s impact on society and the environment. It is crucial to
make sure that such standard meets the legal requirements: it should be
comprehensive, credible, independently developed with opportunities for
stakeholder input, and transparent 25. In both cases (Italy and US), the statues
allow directors to pick their own standard because the third-party evaluator is
unspecified26. When specified, however, the third-party evaluator is the B Lab
23
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25
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organization. There are already some standards of external assessment used by
benefit corporations and SB, for example, the Global Reporting Initiative (GRI)
and the B Impact Assessment (BIA). The Global Reporting Initiative (GRI) is
internationally recognized in the field of sustainability reporting27 while the BIA
is the B Lab tool described previously. There are any number of frameworks or
certification labels that could be considered third-party standards, and the
landscape will continue to evolve. It is important, though, to make sure that the
standard meets the requirements of the law. The survival or success of a
company ultimately rests on the cooperation between the corporate actors and
on the confidence that investors and the market may or may not have in the
board and the corporation. This confidence of the investors and the market
depends on professionalism and independence. Both elements may be
promoted and assured by involving the third-party standards discussed above.
Moreover, a third-party evaluator may mitigate the dilemma of having a dual
mission. Trade-offs and conflicts between the CSR mission and the profit mission
obviously affect management decisions, that have the objective to find the right
balance between these two aspects. Thanks to an independent and external
figure this job may be simpler and may avoid several issues.

Shareholder activism may be another way to guarantee that directors live up to
their promise. As shareholders demand that directors operate within certain
parameters and spend a portion of their time furthering a social mission, they
are given the right to enforce these internal parameters, holding directors to an
unusually high standard. They can enforce director compliance in a number of
ways: by initiating a benefit enforcement proceeding, by starting a proxy contest,
or by voting for governance terms that require regular auduting of directors’
actions, as in certified B Corp. Though all of these options are available in
traditional corporations, the difference is that social investors will be more

27
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willing to hold directors accountable because their stock purchase was
conditioned on a promise that directors would act in a socially responsible
manner.28

(2) Transparency: A Società Benefit must publish an annual benefit report, which
states the ways in which the company has pursued general public benefit, the
extent to which public benefit was created and an assessment of its overall social
and environmental performance. These transparency provisions serve not only
to inform the public about the performance of a benefit corporation, but also to
inform directors so they are better able to meet their duties, and shareholders
so they are better able to exercise their rights. In a benefit enforcement
proceeding, judges may also look to a benefit report, or series of annual benefit
reports, to determine if the benefit corporation has met its statutory
requirement to meet its general, and any named specific, public benefit
purpose.29 The report must be very detailed: it includes the description of every
action implemented by the management in order to pursue a common benefit
purpose. The report must also include an assessment of the positive and material
impact along with a section dedicated to the description of new objectives that
the company intends to pursue the following year. 30

The benefit report of Fratelli Carli, an historical olive oil company founded in
1911, is the first of its kind in Europe. Fratelli Carli is the first Italian
manufacturing company recognized as B Corp. This confirms their engagement,
that has been maintained throughout 100 years and more, towards people's
wellbeing and environmental safeguard. With regards to the benefit report, they
decided not to serve the classic standards of the Sustainability Report, but to use
a simple language, not reserved to insiders, that could speak clearly to a much
28

Jacob E. Hasler, Contracting for good: how benefit corporations empower investors and redefine
shareholder value, Virginia Law Review, October 2014
29
www.benefitcorp.net/businesses/benefit-corporation-reporting-requirements
30
Roberto Randazzo, Seminar “B-Corp and ‘Società Benefit’: new models of sustainable business”,
February 2016

18

wider audience than usually interested in these publications and, most
importantly, to their customers. No complicated chart, then, but a few, clear
numbers that offer an immediate picture of the actions undertaken, the results
achieved in the various areas of work, and the commitments for the future 31. In
figure 2, it is possible to observe an example of the environmental objectives that
the company had set itself in 2014 for 2016.
Figure 2 - Fratelli Carli Benefit Report 2014, Environment section

SOURCE: www.carli.com

The normative requires that a Società benefit designates a “benefit director”,
who must prepare the corporation’s benefit report. A benefit director has the
same duties, with respect to the report, that she/he has with respect to other

31
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actions as a director. 32 Another important step is that the annual benefit report
must be assessed against the third-party standard described before, in order to
be more credible and transparent. It is clear now that the accountability and
transparency requirements imposed upon B Entities are more than what is
required by traditional for-profit legal structures, but at the same time are less
formal and intrusive than what is imposed upon nonprofit organizations.33

(3) Expanded responsibility: The responsibility of a SB director is expanded and
protected. Firstly, directors must consider the impact of their activities not only
on the shareholders but also on the stakeholders of the company, as explained
before. The interests of any other group deemed appropriate, can be taken into
consideration. The benefit corporation statutes require that the board balances
or considers the various stakeholder interests, but it does not prescribe what
decisions the board must make. The clear drafting intent was that the board
would receive the benefit of the business judgment rule, which creates the
presumption that, in making business decisions, the directors act on an informed
basis, in good faith and in the honest belief that the action taken is in the best
interests of the corporation.

A director of a benefit corporation, like a director of a traditional corporation,
has a duty of care and a duty of loyalty. In order to satisfy the duty of care and
operate as an agent of shareholders, a director must become fully informed. For
directors of Società benefit, this means considering the impact of decisions on a
broad array of the corporation’s stakeholders, rather than just the interests of
its shareholders. In order to satisfy the duty of loyalty, a director must put his/her
own interests before the interests of the corporation, and overtake the
temptation not to act in the interest of the shareholders, because of conflict of

32
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interests. The duty of loyalty is the same for both benefit and traditional
corporations.34

In Italy, the dispositions put a lot of pressure on directors, as it is quite clear that
the decision to become a “Società Benefit” means that the directors are willing
and, at the same time, capable to give more value to their actions. As a result,
Italian legislation imposes quite strict rules in administrative management of a
“Società Benefit” to, in essence, protect stakeholders from directors who do not
act according to the values of a social enterprise. The Articles of association of a
“Società Benefit” should identify the person or persons responsible to be
entrusted, with functions and tasks aimed at the pursuit of the statutory goal
and identify how directors will balance interests of shareholders and
stakeholders and common benefit goals. For example, it is required to appoint
an "impact director" that is responsible, together with the management, to
ensure that the company pursues its stated purpose of common benefit. Failure
to comply with the above-mentioned obligations would constitute a breach of
the duties imposed on directors by Law. Italian Benefit Corporations not
pursuing common benefit goals shall be subject to the same penalties provided
for companies performing misleading advertisement and are subject to the
provisions of the Italian Consumer Code.

Società Benefit is seen as an innovative management framework for entrepreneurs,
pursuing a viable business model and a social mission. As a result, entrepreneurs using
the Italian Società Benefit status are more likely to pursue a social purpose as a primary
aim and as a key component of the value chain. 35 In the US, on the other hand, adding
a social purpose to the corporation’s main activity gives the directors the opportunity to
take into consideration factors other than profit-sharing and, in most cases, the social
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purpose remains secondary to business activities. Those differences, between US and
Italian benefit corporation, are the result of two completely different legal context and
legal tradition. In US, there was a real legal need for Benefit Corporation; it emerged in
a very specific legal context in the US, where the shareholder primacy doctrine is in
force, since more than 100 years ago. Under this doctrine, US directors must choose the
highest bid in the event of a hostile takeover or a change of control in order to maximize
shareholder profit. 36 Moreover, the directors of for-profit companies must act in the
best interests of the company, which has been defined only as maximizing shareholder
value. In almost every circumstances, US social businesses cannot take into the
consideration the interests of stakeholders or other community interests, only the
stockholders’ ones. The Ben & Jerry’s case has been probably another cause: the
company’s owners felt compelled to sell their company to the highest bidder and, in
doing so, to comprise their own social and environmental values. They had been advised
by their lawyers that if they did not sell to the highest bidder, they would be vulnerable
to shareholder lawsuits, that would challenge the legitimacy of their social and
environmental goals, thereby forcing them to ignore them in favor of enhancing
shareholders returns 37. Indeed, the Benefit Corporation was created in order to soften
the harsh reality of US corporate law, which had become obsolete.

Thanks to this new legal tool, the obligations of directors are expanded beyond
consideration of the financial interests of the shareholders, to include also stakeholder
interests. Now, the creation of public benefit is in the best interests of the company, not
just the profit maximization. Benefit corporations have combatted public acceptance of
the shareholder value norm by merely redefining what it means to maximize
shareholder wealth. 38 The most important aspect and purpose of this legal form is the
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protection of directors and officers in their pursuit of a social mission – to have a positive
and significant impact on society and the environment.

Another aspect that differentiates the US model legislation from the Società benefit is
the exoneration of personal liability of directors against third party suits 39. According to
section 301 (c) of the US model legislation, “a director is not personally liable for
monetary damages for: (1) any action or inaction in the course of performing the duties
of a director [of a benefit corporation] or (2) failure of the benefit corporation to pursue
or create general public benefit or specific public benefit”. Furthermore, according to
section 301 (d), “a director does not have a duty to a person that is a beneficiary of the
general public benefit purpose or a specific public benefit purpose of a benefit
corporation arising from the status of the person as a beneficiary.” However, a benefit
enforcement proceeding may be brought in the event the Benefit Corporation fails to
publish its Benefit Report on the company’s website or provide copies if the company
does not have a website 40.

In Italy, the Società Benefit are seen as a new revolutionary step forward, within a
context traditionally static and sometimes obsolete while in the US, the idea of some
overlap between Benefit Corporations and the world of social entrepreneurship is rather
widespread. However, the origin of both, Italian and American benefit corporation, has
some common points. Every entrepreneur, Italian or American, has the desire not to
betray the original motive of the decision of doing business: feeling themselves as a
healthy part of a complex system, while maintaining their economic independence.
Benefit corporations and Società benefit are making it possible.

The Italian formula is proposed as a European model: "Holland, France, Spain and
Switzerland have asked us to better understand the legal instrument designed to Italy
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to be able to imitate," explains Paolo Di Cesare, co-founder of Nativa.41 In Europe,
legislation on the Benefit Corporation is under evaluation or approval in many countries,
and the same is happening in other countries around the world, from South America to
Australia. Time will tell whether the Italian experience will generate a “domino” effect
among other EU Member States (and especially in civil law countries), facilitating the
spread of the “B” approach.

1.5 THE STAKEHOLDERS’ ANALYSIS
Since the late 1970s, corporate governance practices have tightly linked the purpose of
business with maximizing shareholder value. However, as the 21st century pushes on,
there has been an increased emphasis on other stakeholder values, particularly social
and environmental concerns. This trend in corporate governance – which has led to the
growth in “triple-bottom line” thinking – has fueled the emergence of the Certified B
Corporation and the benefit corporation.
In 1984, Edward Freeman has defined a stakeholder as “any group or individual who can
affect or is affected by the achievement of an organization’s purpose”. The existence of
a mutual impact and a mutual dependence between businesses and stakeholders is
undeniable: the former search for resources, legitimacy and consensus; the latter search
for rights, interests and expectations. But the idea of stakeholder goes beyond the pure
financial aspects: obviously companies need to stay financially healthy in order to
survive but the impact of the business activity is much wider than just economic.
Companies have to broaden their idea of stakeholders and start to consider many new
characters by mapping them.
B Lab certifies companies based on how they create value for non-shareholding
stakeholders, such as their employees, the local community, and the environment. Once
a firm crosses a certain performance threshold on these dimensions, it makes
amendments to its corporate charter to incorporate the interests of all stakeholders into
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the fiduciary duties of directors and officers. These steps demonstrate that a firm is
following a fundamentally different governance philosophy, compared to a traditional
shareholder-centered corporation.
The traditional view of a good business implies that the company respects the law and
makes profit; but the role of business has changed and it has extended: providing just
products and services is not possible anymore. The reasons are different, but the legal
requirements and the increasing number of stakeholders are the most influential. The
traditional picture of the firm consisting of customers, suppliers, employees and owners
has had to change to encompass the emergence of environmentalists, consumer
advocates, media, governments, global competitors, etc. 42 The B Lab certification gives
the possibility to identify which companies are effectively considering all the potential
stakeholders and are maximizing their positive impact on them. For example,
Sustainable Harvest, an importer of high quality specialty-grade coffees, is a certified B
Corp. They organize an annual event called Let’s Talk Coffee, where all their stakeholders
(farmers, processors, baristas, etc.) are invited to discuss important issues such as
pricing, worker treatment and quality standards that respect the environment. 43
What is clear is that all businesses, even the most sustainable, generate externalities.
Companies activities impact in some way the outside, and this is unavoidable. The
challenge is to reduce the negative impact. This is not a matter of institutions, NGOs or
governments anymore; this has to become the normalcy and the goal for every
company. B Corp and benefit corporations are following the trend. The consideration of
stakeholder interests in corporate decision-making is a simple yet radical shift in the
evolution of capitalism.44
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In this paragraph, five different categories of stakeholders will be analyzed, according to
the B Corp principles and expectations. These categories are: investors, workers,
customers, community and nature.

(1) Responsibility towards investors

Profits happen when you do everything else right.
A Zen master

A company that aims to be socially and environmentally responsible has the
same primary duty, as any other business, to know its numbers and pay its bill
on time. A business cannot honor its social and environmental responsibilities
unless it meets its first responsibility: to stay financially health. It is crucial to be
realistic, and do not forget all the economic and financial aspects that
characterize any kind of business.
But benefit corporations are required by law to create a material positive impact
on society and the environment, in addition to generating a profit. Investments
directed to sustainability can be seen by investors as a waste of money, an
estrangement from what is the real goal of the company. In fact, the investments
related to social or environmental aspects do not give any economic return in
the short-term; on the contrary, they are linked to the long-term success. In
some American jurisdictions, minority stockholders have the right to sue a
company for investing in social and environmental performance at the shortterm expense of stock value.45 Moreover, environmental and social
improvements may be scrapped easily when a company, public or private, is sold
or inherited. However, a growing number of investors are paying attention to
ESG (Environmental, social and governance) performances, as evidence mounts
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that sustainability-related activities are material to the financial success of a
company over time. Investors care more about sustainability issues than many
executives believe. With greater numbers of investors making investment
decisions based on sustainability performance, it is time for corporate leaders to
recognize that an increasing number of shareholders are (literally) invested in
whether a company’s ESG activities connect with its financial success. It has
shared the idea that sustainability is not just a value but is also cost-effective (in
five years the Dow Jones Sustainability Index has outperformed by 36.1 percent
the “traditional” Dow Jones). How should corporate leaders respond to this
growing interest in sustainability among mainstream investors?46

The benefit corporation legal tool allows companies to have a social or
environmental mission written into their charter and gives them the legal right
to pursue high standards of sustainability that can benefit the company in the
long-term, but reduce short-term earning. The mission is embedded into day to
day operations. Directors and shareholders define what it means to be good for
society and the environment — not a predetermined set of rules created by the
government. Creating an explicit commitment to social and environmental
responsibility can help the company stay purpose-driven, especially through
changes in employees, ownership and management.

These corporations are a fairly new type of corporate form that gives
entrepreneurs and investors more freedom when determining what
incorporated entity best meets their needs.47 They must produce an annual
public “benefit report” that assesses their overall social and environmental
performance against a third party standard. The report provides transparent and
credible information for impact investors, reducing their due diligence time and
the risk for investors by allowing them to compare performance across
46
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companies. Moreover, this is a protection against the short-termism. A company
could exist for decades or longer, but individual managers may work at a
company for only five years or 10 years; investors may be looking to exit even
more quickly. So there are very different time horizons. The benefit corporation
empowers management, directors and shareholders to set a long-term vision for
the health of their company without the interference of short-term focused
shareholders forcing them to extract value too soon. 48

Benefit corporations promote good governance by striving for long-term value
creation. Strong governance, along with effective management of environmental
and human capital factors, increases the likelihood that companies will perform
over the long-term and manage risk effectively. The corporate governance
model (together with the level of responsibility) is one of the essential aspects
examined by investors and affects their investment decisions, as a good
corporate governance constitutes the prerequisite for doing business in a correct
and efficient way.
Figure 3 - Monitoring unit for the excellence of systems of governance in Italy

SOURCE: Ambrosetti 2014
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Why this matter? It is related to legacy. If a company is built on a solid foundation
of accountability and transparency, so it can retain the values, culture, processes
and high standards put in place by the original entrepreneur. To be a better
business, it is important it can survive changes in management and ownership,
so that is good for the long term. The B Corp certification is one of the keys to
durability, because it allows to bake the mission into the company’s cultural and
legal DNA. It means integrating company’s values in every single aspect, and
even in corporate governance documents.49

Traditional corporations operate under the legal duty to maximize shareholder
value, which forces entrepreneurs to purse profit at the expense of purpose. The
benefit corporate form mandates that entrepreneurs take into consideration
their social and environmental impact, which could have a negative financial
impact on returns to shareholders.
Nobel prizewinning economist Milton Friedman wrote in 1970 that the "one and
only one social responsibility of business" is "to increase its profits," assuming an
honest and open marketplace. This has now become a short-sighted theory, far
from the hopes and expectations of today's investors and away from the needs
of the market and of customers. The new market trends and the new investors
tools related to the sustainability world, will be discussed in the second chapter.

(2) Responsibility towards workers

Work has to be fun. Why on earth would anyone run a company that was hard to work
for?
Yvon Chouinard, founder and owner of Patagonia Inc.
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The Industrial Revolution, which has now extended its reach and introduced its
system to most of the world, famously abstracts labor: the worker no longer
owns his tools or her machines or bears full responsibility for the final product
or necessarily knows the face of the man or woman who pays him and takes a
share of his or her gain. And increasingly, companies rely less on people and
more on robots to engage in large-scale manufacturing. But by any standard, a
company should do what it can to reward and care for the people who makes its
products and provide its services.50 All companies seeking to boost productivity
need the loyalty, dedication and creativity of their employees. The company’s
responsibility then extends to everyone that helps make and sell its products in
the supply chain. Companies have to find the best way to engage the minds and
hearts of employees and minimize both the balk and bulk associated with
bureaucracy.

To do that, businesses should start to consider workers also outside the
workplace boundaries, because external life can deeply affect their job, in terms
of time, motivation, and productivity. Patagonia’s working culture is an
incredible example. Owners and employees are climbers and surfers; none
considered themselves businesspeople. Patagonia is a flexible workplace, in
which everyone can shut down whenever the waves are six feet, hot and glassy.
Their policy has always allowed employees to work flexible hours, as long as the
work gets done with no negative impacts on others. This has led to the “Let my
people go surfing” flextime policy, which allows workers to manage their time
and maybe catch a good swell, pursue an education, or get home in time to greet
the kids when they climb down from the school bus. 51

The Italian version of Patagonia is the B Corp and Società benefit mondora.
Mondora, founded in 2002, is a software and advisory company specializing in
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technology

governance

and providing

innovative

software

solutions,

development, design, and technical training to a range of large organizations,
across multiple industries. Their mission is to actively promote people before
technology in the field of Information Technology. The company’s goal is to
inspire - through technology and processes - customers and people to do no
more than what is essential for their business, and to spend their money on
something different.52 Inside the company, mondora promotes a different
approach to life, by helping people to mitigate stress with a relaxed lifestyle,
which includes moonlighting. The company is self-managed and tries to
implement holacracy to promote the individual personality of each player. 53 This
is a company with a 100% success rate in receiving payments, a 30% annual
growth and a significant increase in their turnover. At the same time, they do not
have hierarchy, have a free seating policy (so every day when people arrive they
can decide where to sit and work), consume organic food and drink from the
local health store, pay more if workers cycle to work or use car-pooling
opportunities, organize “out of office days” where they can work from a
mountain refuge or other place, and many other policies that can benefit worker
life.

Certainly, to be good for workers will mean different things to different people,
depending on the size, the industry and geographic location of the company. The
benefits provided by a solar company may be different from the benefits
provided by a bank, but the importance of supporting your employees is equally
important in both industries. Together with benefits, compensation and training
policies are absolutely helpful in the creation of a solid and strong relationship
with workers. Many employers are starting to pay a “living wage” in order to help
their workers climb out of cyclical poverty, but also because is more beneficial
than the money saved by paying them less. According to a Goldman Sachs report,
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there is a high correlation across all sectors in terms of cash flow generated
relative to payroll per employee.54 Moreover, companies that invest in their
workforce will reap exponential benefits. The same excellent results can be
obtained by providing employees with educational and/or professional
development opportunities which help to challenge them and encourage them
to build mastery in a particular domain. It also can help prepare them to move
into management or other vacant internal positions.

Work/Life balance, equal opportunities, health and safety policies, respect of
human and labor rights, integration into workplace, training and personal
development are the perfect mixture to become a responsible company. But,
thanks to the B Lab certification, companies can do and obtain more. Becoming
a Certified B Corporation can help unleash the passion, initiative, and
imagination of employees by connecting them with the larger meaning behind
their work. Just as the benefits of becoming a “B” are tangible and powerful, the
benefits of working for one are, too. According to the Harvard Business Review,
millennials (roughly 50 percent of the global workforce) want a work that
connects them to a larger purpose. Naturally, B Corps will be able to attract and
engage top workforce talent, such as top MBA students. In response to student
demand, the Columbia University and Yale business schools now forgive the
students loans of their MBA graduates who go on to work for Certified B Corps. 55
It is clear that needs at work are dramatically different from previous generation:
there is a desire to align personal and corporate values, so companies need to
provide rewards beyond financial gain. Work-life balance is now part of the past;
work-life integration is the only way to satisfy employees to fulfill both an
economic need and a need for a higher purpose.
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(3) Responsibility towards customers

It takes 20 years to build a reputation and five minutes to ruin it.
Warren Buffett, American business magnate, investor and philanthropist

The responsible company has to treat the customer as, if not a friend, a neighbor
or colleague who shares a love of what the company offers, say a particular kind
of clothing, food, shelter, education, or entertainment. The responsible company
has to consider that the general public is beginning to comprehend the impact
that business activity will have on their lives now, and in the years ahead – and
is starting to act. Generation Y and Z, who represent the actual and future
customers, were born and are living in an environmentally conscious world,
where green is part of their everyday life. 56 They are no longer satisfied with a
product or a service itself; the rules have changed and companies must begin to
prepare themselves for it. Customers want to connect to the story behind the
brand; they want to know about the owner’s purpose in life, why he/she gets out
of the bed in the morning, and why the organization exists. People want
humanity, not discounts. The traditional discriminating factors have always been
price and availability, but now everything is available and the price is no longer
news.57 That is why companies should focus on something new, something
different, in order to offer a sustainable product that is responsible towards their
customers. Patagonia’s mission statement is “Build the best product, cause no
unnecessary harm, use business to inspire and implement solutions to the
environmental crisis.”58 This mission doesn’t just describe what the company
does; it also explains why it does it, that is exactly what actual customers are
demanding.
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An overwhelming majority of shoppers are now buying some green products
from time to time, fueling mass markets for clothing made from organically
grown fibers; organically produced foods; natural cleaning, personal-care and
pet-care products; portable bottled water containers; and biological pesticides
and fertilizers. The interest in green shopping holds steady, even in recession:
despite the tough economic times, people think it is important to purchase
products with social and environmental benefits and they are willing to pay a
premium price for them.

59

Thanks to that, mainstream consumer-products

giants are introducing new green brands or acquiring leading sustainable brands
with adjudged potential for mass-market expansion. That is the case of Unilever,
that has acquired Ben & Jerry’s ice cream, which became a Certified B Corp in
2012.

The B Corp certification can help companies build credibility and trust in their
brand because it is an independent, rigorous, third-party standard that evaluates
every aspect of the business, from the employees’ treatment, to the community
involvement, to the overall effect on the environment. The Sierra Club, the
American largest and most influential grassroots environmental organization
(with more than two million members and supporters) has recognized the B Lab
certification as one of the most trustworthy eco logos on the market.60 This is a
crucial aspect because the consumers’ decision-making process is deeply
affected by the level of trust that the company is able to transmit. There are
several new sources of trust but the most powerful, according to many studies,
is the achievement of certifications or labels.61 Consumers no longer settle for
advertisements or website contents (especially for traditional companies); they
now need objectivity and tangible proofs of the companies’ way of living. Take
an example. At best, clothing labels once gave you little more than “100%
cotton” or “Made in China.” Now, consumers can scan QR codes (those little
59
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black-and-white squares) to see an item’s provenance and care instructions and
perhaps to even watch videos of the people who made it. IPhone apps such as
Free2Work grade companies on their forced-labor risk factor, and Slavery
Footprint, which allows consumers to learn how many “slaves” potentially work
for them62, also play an important role in building trust and a strong relationship.
Companies need to build a strong relationship with customers not only to make
them loyal clients but also to bring more people along with them. It is the
responsibility of the organization to give correct suggestions and feedbacks to
customers and to do that they have to avoid making fake promises and
commitments because there is so much fear in the marketplace of
greenwashing.

B Corp certification is a way to mollify these concerns because it is a verification
that businesses are doing what they say are doing and not trying to pull the wool
over anyone's eyes. In addition to building consumer trust through rigorous
standards, B Corp certification is powerful because it increases transparency and
accountability with regard to company’s social and environmental performance.
Social and environmental credibility is absolutely fundamental to the modern
customer. According to Goldman Sachs, consumers identified “being socially
responsible” as the factor most likely to influence brand loyalty, compared with
lower price, easily available products, quality and product prestige. Goldman
Sachs also reported that 52 percent of U.S. consumers claim that they actively
seek information about companies’ CSR record either “all of the time” or
“sometimes”.63 As more of the millennials generation makes a significant impact
on the consumer base, they also believe that this trend will increase.
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B Corporations recognize that changing the world is a team sport and only by
being part of a larger movement can help build collective voice, accelerate the
adoption of standards, drive capital and inspire consumers to change their
behavior. The B Corp community is leading to the affirmation and dissemination
of a new type of consumer: the conscious consumer. He/She cares about the
product and the company, only trusts third parties or themselves, does not trust
advertisements or statements made on product packaging when deciding if a
company is or does what it claims.
There is a strong resonance between what conscious consumers want and what
B Corps and B Lab are doing. They want to be inspired that there is a new way of
doing business and also empowered with the tools to assess just how sustainable
and accountable companies are. B Corps want to help consumers separate good
companies from good marketing, determine which companies are truly better.
And they will see that B Corporations are the better companies.

(4) Responsibility towards community

Private money can take risks in a way that government money often
isn’t willing to.
Bill Gates, American business magnate

The first step to being good for the community is to see business as connected
to the local, national and global communities in which it resides. The idea of
community is rather broad: it does not consider only the geographical area of
the company; it involves also the virtual community, which is connected to the
firm through virtual tools (blogs and social media), and the community of
interests, made of people who have common interests with the company. It
includes suppliers, locality, trade associations, NGOs, standards-setting
organizations, nonprofit, and other citizens’ organizations that may have an
interest or something to say about what the company does. Friendly or not, each
36

category is part of a business community in its broadest sense, and each one
deserves attention.
The competitiveness of a company and the health of the communities around it
are closely intertwined. A business needs a successful community to create
demand for its products and to provide critical public assets and a supportive
environment. A supportive environment needs education, healthcare, equal
opportunities, a good government, efficient utilization of land, water and other
natural resources. On the other hand, a community needs successful business to
provide jobs and wealth creation opportunities for its citizens. No social program
can rival the business sector when it comes to creating innovation that improve
standards of living and social conditions over time.64

In the past, solving societal problems has always been ceded to governments and
NGOs; business has contributed to society by making profit, which has supported
employment, wages, purchases, investments and taxes. But the benefit
perceived by communities, has been too little, even though profits have been
rising.65 This is in part because economists have legitimized the idea that, to
provide societal benefits, companies must temper their economic success, but
also because of the substantial increase in outsourcing activities. More and more
firms have moved disparate activities to other countries, due to lower costs in
production and labor, losing touch with any location. Indeed, many companies
no longer recognize a home, but see themselves as global companies. In this way,
they cannot have a direct control over their suppliers’ activities, neither establish
a long-lasting relationship of trust with them. Thus, they are missing the
profound effect that location can have on their productivity and innovation. By
purchasing goods and services from local, companies can benefit a wide variety
of stakeholders: they can help support job creation within their community, can
keep tax dollars invested in community projects, and can reduce the
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environmental impact of long-distance shipping. By establishing collaboration
with suppliers, companies can guarantee both product excellence and the
respect for nature, the ecosystem, the soil and man. Only by taking a holistic
approach to sustainability, throughout the whole supply chain and not just at the
end66, it is possible to be considered a good company. In addition, consumers are
increasingly curious about where and how products are made. According to a
Cohn & Wolfe report, transparency is now considered as important as quality
and price in the decision-making process for consumers.67 Indeed, increased
transparency can help firms generate consumer trust, improve their brand value
and build thought leadership in their industry. What B Corps are doing, is even
more: they are trying to encourage and assist their suppliers in pursuing thirdparty certifications, as the B Lab one.
For example, Ben & Jerry’s is helping its supply chain partners take the B Impact
Assessment, in order to view the performance of individual suppliers and the
aggregate social and environmental impact on its entire supply chain. 68
Moreover, supply chain transparency has been shown to benefit shareholders.
In a study conducted by two American universities, researchers tracked the stock
price of companies that voluntarily disclosed their carbon emissions data and
reduction targets. The study found that in the days after, the companies saw
their stock prices increase significantly. 69
In helping communities, also partnerships between NGOs and companies have
surely led to great benefits in these last decades. Nowadays, markets are
emerging as an arena in which traditional companies and NGOs interact. Their
co-creation entails the development of business models in which companies
become a key part of NGO’s capacity to deliver value and vice versa. NGOs
possess the knowledge, local infrastructure, and relationships necessary to help
companies in reaching new markets, in new geographical areas. They have
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created large distribution networks, have developed a deep understanding of
local cultures and consumption habits, have established credibility and earned
people’s trust. On the other hand, companies may offer economic resources,
technical skills, and strategic competencies, which are not often part of the NGOs
world. However, some objective problems persist within this partnership: their
interests are too different and too far from each other, and this may lead to a
lack of trust and to inefficiency. The B Corp certification, as well as the benefit
corporation legal tool, may overcome those issues by ensuring a mission
alignment between the two parties, and by giving ongoing evidences and proofs
of the company’s credibility and commitment.

(5) Responsibility towards nature

Anyone who believes exponential growth can go on forever in a finite world is
either a madman or a politician.

Kenneth E. Boulding, a British economist, poet and peace activist

Diversity and sustainability are vital to natural systems of living things, but it is
not always clear how these traits translate into good business practice. Most of
the environmental damage being done by business is the result of large
corporations that are not operating under the philosophy of sustainability, for
either themselves or the environment. They are applying their own short-term
business principles to a natural system that can operate only in the long-term.70
But the trend has to change. Firms should “use their business to inspire and
implement solutions to the environmental crisis”, as the Patagonia mission
statement affirms.
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This time is considered as “nature’s last stand”, and that is why the twenty-first
century must become the Century of the Environment: if government, the
private sector and science do not begin to cooperate immediately to address
issues of environmental degradation, the earth will lose its ability to
regenerate.71 The cure for this situation is only action.

Governments are already doing their part. The Kyoto Protocol is an international
agreement linked to the United Nations Framework Convention on Climate
Change, which commits its Parties by setting internationally binding emission
reduction targets. Recognizing that developed countries are principally
responsible for the current high levels of GHG emissions in the atmosphere as a
result of more than 150 years of industrial activity, the Protocol places a heavier
burden on developed nations under the principle of common but differentiated
responsibilities.72 The international mission trading is probably the most
innovative part of the agreement. Indeed, emissions trading, as set out in Article
17 of the Kyoto Protocol, allows countries that have emission units to spare emissions permitted them but not "used" - to sell this excess capacity to
countries that are over their targets. Thus, a new commodity has been created
in the form of emission reductions or removals. Since carbon dioxide is the
principal greenhouse gas, people speak simply of trading in carbon. Carbon is
now tracked and traded like any other commodity. This is known as the "carbon
market."73 But, there are obviously some limitations: (1) allowances are decided
based on political and economic decisions by Kyoto signatories; (2) players are
not equal (for instance developed and emerging countries) and this affect the
power allocation in trading; (3) in the long term, imbalances among production
level of signatories will be reduced, therefore trading will be much more difficult;
(4) the trading system could prevent countries from searching for more efficient
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way of production or solutions.74 That is why, the contribution of science and
companies is fundamental.

In the past few years, many Fortune 500 companies have made a dramatic
strategic shift toward sustainability. For example, Walmart is committed to using
100 percent renewable energy, Coca-Cola is using plant-based bottles, and
McDonald’s is serving Fair Trade Certified coffee in many of its stores. Media
attention, boycott campaigns and corporate disasters have caused part of these
great changes in companies’ minds. As customers learn more about the
consequences of ravaging the natural world at current pace, they are pressing
companies to do far more, more quickly, to reduce damages they cause.
Moreover, rising cost for natural resources and waste disposal are pushing
companies itself, to adopt more responsible practices. Companies, not
individuals, generate 75 percent of the trash that reaches the landfill or
incinerator. Packaging, for which the producer is responsible, is disposed of
almost instantly by the consumer and comprises a third of all waste.75 Businesses
have to investigate the environmental effects of their products, for example by
conducting life-cycle analyses (LCA): it can teach a company how to reduce the
environmental impact of its products from their origins as raw materials, through
their manufacture, useful life, and eventual disposal. This in-depth process is part
of the B Impact Assessment, because it is a useful tool to reduce the
environmental footprint, eliminate waste, reduce costs, support marketing
claims, or improve the brand’s image. Moreover, it creates common metrics that
can be compared and shared with employees, suppliers and partners. 76

Many traditional companies and B Corps, such as Ben & Jerry’s and Patagonia,
have found that improving their environmental performance has increased their
profits by helping them attract top talent, create more durable relationship with
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suppliers, and increased consumer trust. Making environmental investments not
only delivers positive returns, but also reduce the risk of accidents, lawsuits or
boycotts that can deeply harm a company’s reputation and image, and
consequently its profit. Of course, this process is not automatic, its benefits are
often realized over long periods.77 This depends on how companies have decided
to integrate the environment into their business thinking. But, they can also
transform environmental issues in profitable business opportunities. This is the
case of RecycleBank. This B Corp has turned recycling into a game: by recycling,
households can earn points that can be redeemed for real prizes, such as
vacations and discounts on products from hundreds of companies. The number
of points earned is calculated by ratio frequency identification device (RFID)
sensors on recycling bins. The sensors record how much waste each households
recycles: the more the person recycles, the more points he/she gets. In just a few
short years, RecycleBank has gone from an interesting idea to a company
operating in hundreds of cities, with a membership of three million households.78
They have found an incentive-based solution to a huge environmental issue, by
involving customers directly in the business process, which is absolutely
transparent and safe.

In the coming decades, as customers become more insistent, environmental
laws become more restrictive, resources become less plentiful and costlier, and
investors more demanding, every company will face competitors who embrace
all the elements of business responsibility, as B Corp and benefit corporations
are doing. Even if the reason is not because it is the right thing to do, companies
should do it because it is essential to being successful. To compete, a company
will have to be at least as responsible as its competitors. 79 Companies depend on
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the existence of wild places in the world, and the “B” community is sharing the
idea that a healthy natural world is essential for humankind’s survival.

As explained in this paragraph, the traditional corporate form that has in many ways
monopolized the idea of “business” that people have in mind, is not feasible anymore.
The rise of new forms of organization, such as B Corp and benefit corporations, will
require re-imagining what and who are the fundamental building blocks of business. 80
The B Corp movement is considering anything and anyone can be affected by their
activities and their decisions, revolutionizing the world in which profit was the center
around which all businesses revolved. Indeed, the advance of these new forms may
herald the advent of what sociologist Jerry Davis has called the “tectonic shift” to an era
where “local and democratic forms of organization could address the needs formerly
met by the corporation.”
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CHAPTER TWO: BENEFIT CAPITAL, PUTTING CAPITAL TO GOOD
USE
2016 is set to be the year of green finance.
Achim Steiner, executive director of the United Nations Environment Programme

Finance and ethics can and should coexist. Families and companies, nations and nonprofit organizations, cannot live without finance. And if finance will not discover and
accept ethics, it is bound to founder.
The main purpose of a business is to generate value for its shareholders. A company
needs to be profitable in order to stay in business and accomplish all its other goals.
Shareholders own the shares of the company and their wealth is represented by the
value of the shares held, and by the price of the shares itself. Thus, the price trend
expresses the success or failure of the investment, financing and management strategies
implemented by the company's management. However, next to this goal, firms cannot
ignore the aspect of social responsibility: the creation of value should be of interest not
only for shareholders, but for all the company's stakeholders. Indeed, the creation of
value is not only observed on the stock price, but also in the series of activities
undertaken by the company, such as consumer protection, the payment of salaries to
workers, the maintenance of adequate working conditions, the support of growth and
diffusion of know-how, protection of the environment, air, water. Only if the company
creates value for its stakeholders then it will generate value for its shareholders. 81 The
creation of value is an essential objective for any kind of organization. But the value has
to be created in respect of rules, individuals, environment and society. Finance helps to
better communicate the value created, and is the right instrument through which
conserve, manage and disseminate the value. But now, it is clear that, more than ever,
social responsibility is playing an important role in business decisions. Rather, it is now
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customary to think that the company that does not consider social responsibility, will
have more difficulty in producing shareholder value and in growing harmoniously.
Businesses and financial operators have realized the importance of the integration of
purely financial elements with those nonfinancial, normally called ESG (Environment,
Society and Governance). Goldman Sachs reported that “more capital is now focused on
sustainable business models, and the market is rewarding leaders and entrants in a way
that could scarcely have been predicted even fifteen years ago”. They found that there
has been a dramatic increase in the number of investors seeking to incorporate
sustainability and ESG factors into their portfolio construction. 82 After the recent global
financial crisis, demonstrating a visible and authentic commitment to sustainability is a
good starting point for rebuilding the confidence lost from the public and other key
stakeholders, such as consumers and governments. It is not a passing trend, as some
claim, because social and environmental responsibility is being shaped by constituencies
such as shareholders, regulators, consumers and customers, NGOs and other drivers
outside of a company’s locus of control. Companies can choose to see this agenda as a
necessary evil - a matter of compliance or a risk to be managed while they get on with
the business of business - or they can think of it as a novel way to open up new business
opportunities, while creating value for society.83

2.1 SOCIALLY - CONSCIOUS INVESTORS

Why not rank America’s top 1,000 companies based not only on what Wall Street
values—profits—but also on what Main Street wants?”
Paul Tudor Jones, founder of Just Capital
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As Fortune magazine pointed out recently, socially-conscious investing is a decades-old,
$6.6 trillion industry.84 Over the past thirty years, there has been a tremendous growth
in the number of conscious consumers, socially responsible investments, and triple
bottom line businesses that believe that business should strive to do no harm. Thought
leaders such as Accenture, Deloitte, Goldman Sachs, Harvard Business School,
McKinsey&Co, PricewaterhouseCoopers have released data-driven case studies, global
surveys and exhaustive reports that offer compelling proof that using business as a force
for good is good for business. For example, a recent Harvard Business School study
concluded that “high sustainability companies significantly outperform their
counterparts over the long term, both in terms of stock market as well as accounting
performance.”85 That is why, for financial markets and their operators, the selection
process for their portfolio must consider, among others, factors such as corporate
governance and social behavior towards stakeholders and the environment. A growing
number of investors are paying attention to ESG performance, as evidence mounts that
sustainability-related activities are material to the financial success of a company over
time.86 This is an especially important issue for today’s corporate leaders since a wide
range of investment organizations — from retail investors to asset managers to
institutional investors — are making investment decisions using new assessment tools
that connect ESG performance with corporate performance. Sustainability-oriented
investment funds are also becoming more prevalent and have garnered assets worth
trillions of dollars. In general, investors are beginning to seek out and develop their own
stories about corporate ESG performance in lieu of companies connecting their
sustainability performance with their financial performance.
This has led to the birth of a new type of investor: the socially responsible investor, the
conscious investor, or even the ethical investor. One of its first definition, dates back to
1989 and recites “. they believe that all investments they make have an ethical
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dimension, that they can and should apply their ethical standards to potential
investments, and that they will be more successful by applying their ethical criteria than
those who do not. Ethical investors emphasize quality. They look for an investment
vehicle with both ethical and financial quality..”87 Thus, they are interested in both
promoting the well-being of the planet in addition to wealth creation; their investments
integrate social and environmental values into the investment decision-making process.
Socially responsible investors (SRIs) link financial and social goals, striving to deploy
investment capital in a manner that is consistent with the needs of society and the limits
of ecosystems.88 SRIs comprise individuals, including average retail investors to very high
net worth individuals and family offices, as well as institutions, such as universities,
foundations, pension funds, nonprofit organizations and religious institutions.
Compared to conventional investors, socially responsible investors tended to be
younger with higher levels of education; as these types of investors presumably have a
greater concern for environmental issues, that is likely to be reflected in the way they
go about selecting between companies and funds and the way in which they invest.
Social investing has come of age thanks to this new generation, that is redefining the
notion of acceptable returns. These new investors still want to make money, but they
are also insisting on measurable social good. Millennials make up a big portion of this
new breed, and their influence will only grow as they age and accumulate wealth. The
total market for social investments is now growing at 20% a year. As millennials’ earning
power grows and they inherit $30 trillion over the next 30 years, investing for social
good stands to attract trillions more. 89
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YOUNGER INVESTOR MORE INTERESTED IN SOCIALLY
RESPONSIBLE INVESTMENTS
I am apathetic to my investments being socially responsible
A socially responsible investment is nice, but not essential
Screen investments based on ESG factors
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Figure 1 - SOURCE: FactSet, Scorpio Partnership, U.S. Global Investors

The graphic above, exhibits the results of a survey of 1,022 High Net Worth Individuals,
conducted by Scorpio Partnership, part of the U.S. Global investors, in February 2016.
As Millennials are the future leaders, innovators, consumers and investors who are
expected to control, by 2020, between $19 trillion and $24 trillion on a global scale 90,
these data should be analyzed carefully. As the graphic shows, a vast majority of younger
high-net worth individuals (HNWIs), defined as those controlling wealth greater than
$10 million, expect their money managers to “screen investments based on
environmental, social and governance factors”. Sixty-one percent of millennials see
these factors as essential, more than double the rate of their 55-and-older peers. And
this is also an Italian trend. Stefano Vecchi, head of the private banking at Credit Suisse
in Italy, affirmed during an interview, "We see a very strong interest in the impact
investment especially among our most sophisticated clients. Their portfolio risk /
reward is no longer the only element who they want to control; there is a vision of
"restitution" and a desire to support big current and future challenges, with a focus on
more sustainable investment in the long run. ““The Millennials - adds Vecchi - have even
90
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more than this type of sensitivity. We therefore expect that the impact investing will
take hold with the generational transition of wealth."91 Thus, young people are at the
forefront even in the Italian panorama. This means that there is a future for
sustainability, it is not just a passing fashion. Indeed, one of the main reason why
investors choose to invest in socially responsible firms is to create a better world for
their children and grandchildren.92 That is why millennials are the most involved in the
sustainability issues and consequently invest more responsibly than senior investors.
In general, at least three factors are driving investor interest in sustainability. One is the
growth of analytics and sophisticated modeling that shows how and when sustainability
investments create shareholder value. These models are meeting growing investor
demand for data on corporate sustainability efforts that can be included in corporate
valuations and comparative analyses. Large firms like Bloomberg and Thompson Reuters
collect data on sustainability issues, and most large investment firms, including
BlackRock, have specialized departments examining these issues. Another factor is
research from academic institutions and investment firms that links effective
management of material sustainability issues to strong financial performance. In a study
of the world’s 500 largest companies, for example, Harvard Business School professor
George Serafeim and Bethesda, Maryland-based Calvert Investments found that strong
ESG performance has a high correlation with strong valuations, expected growth, and
lower costs of capital. The study also found that high ESG performance correlates
strongly with lower credit default swap spreads. 93 A third, related factor behind the
emergence of the sustainability-oriented investor is a shift in attitude within the investor
community about the connection between strong sustainability performance, value
creation, and risk reduction. While it may have been the case at one time that only
activist investors saw a connection between these activities, now 75% of investment
community respondents see improved revenue performance from sustainability as a
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strong reason to invest. Almost 75% of investment community respondents feel strongly
that increased operational efficiency often accompanies sustainability progress. In
addition, more than 80% of investor respondents indicate that good sustainability
performance increases a company’s potential for long-term value creation. 94

Thus, the new investment approach is oriented to stocks and bonds from those
companies and countries or municipalities that promote certain actions or eschew
those, which participate in offending actions. It is like the carrot and the stick premise;
they reward those that they agree with by investing in their companies (the carrot) and
avoid buying shares of those companies that offend their core values (the stick). In
general, socially responsible investors are looking to promote concepts and ideals that
they feel strongly about. They accomplish this with one or both of two strategies95:
1 – Investment, in companies and governments that they believe best hold to values of
importance to the investor. These include the environment, consumer protection,
religious beliefs, employees’ rights as well as human rights, among others. The
consideration of ESG criteria in investment analysis and portfolio construction across a
range of asset classes is the basis of this strategy. An important segment, community
investing, seeks explicitly to finance projects or institutions that will serve poor and
underserved communities. With community investing, investors’ capital is directed to
those communities, which are under served by more traditional financial lending
institutions and gives recipients of low-interest loans access to not just investment
capital and income but provides valuable community services that include healthcare,
housing, education and child care.
2 - Shareholder advocacy, for those with shares in publicly traded companies, is a direct
dialogue in order to proactively influence corporate decisions, that could otherwise have
a large detrimental impact on society. The various goals of shareholder advocacy are to
pressure those entities into improving practices and policies and acting as a good
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corporate citizen, while at the same time promoting long-term value and financial
performance. The goals are accomplished through various means including dialogue,
filing resolutions for shareholders’ vote, educating the public and attracting media
attention to the issue, which generally garners support and puts additional pressure on
the corporation to do the socially responsible thing;
Another important aspect, is to decide where investing money. Defining financial
investment criteria, means shifting attention to the repercussions of the investment on
the real economy, in order to invest in companies that follow a perspective of humanly
and ecologically sustainable development. The ethical investment is a concrete activity
of investments and savings management, and not charity or donation of a portion of
investors’ yield into social causes. Thus, the choice must be well thought out. SR
investors may take four different approaches in developing their investment portfolio
and in interacting with individual companies whose shares they own96:
(1) Negative screen, is a strategy whereby investors actively exclude stocks from
their portfolio. They sell or do not purchase shares in certain companies due to
their disapproval of those companies. The exclusion criteria may include
environmental, social, governance or ethical factors. The most common
exclusions are related to tobacco, alcohol and weapons production industries.
Other criteria aim to exclude companies that are inadequate in environmental
and social management, or in the governance structure, as in the event of serious
corruption;

(2) Positive screen, involves investors actively including stocks in their portfolio. It is
an investment approach that encourages the use of non-traditional criteria to
select the companies in which to invest. The portfolios determine the best stocks
on the basis of positive criteria (environmental, ethical and governance) such as
energy efficiency, environmental management or labor standards. By adopting
this approach, it is possible to make a list of the leading companies and the best-
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in-class, that is, companies that historically outperform their peers, within a
specific industrial sector, in terms of environmental and social performance, and
governance;

(3) Engagement, allows shareholders using constructive dialogue and an active
voting to make their concerns known to the company. It acts as an implicit threat
to the company that if the investor's concerns are not addressed, an exclusionary
strategy may be adopted. As an investment strategy, this approach is likely to be
more effective when the investor is backed by sizeable capital funds;

(4) Integration, is the approach by which investors explicitly include environmental,
social and governance factors into traditional financial analysis. The integration
process is focused on the potential impact (negative or positive) of ESG issues on
financial performance of the enterprise - and therefore the effects in terms of
risk-return on investment. Integration is considered an evolved form of the
positive and negative strategies: it is not an investment strategy in itself, but a
peculiarity in the fundamental analysis.

In general, the tendency to integrate non-financial factors is increasingly expanding,
since it is becoming clear that many aspects, formerly not considered by traditional
financial analysis, have a material impact on company’s performance. For example, in
the environmental field, utilities companies that operate in countries governed by
emission trading schemes, have to consider the economic impact of the carbon credits.
In the social field, involvement in corruption scandals and human rights violations may
have a dramatic cost in terms of economic and brand value. In the CG field, a power
imbalance between shareholders and management or the presence of a system of
incentives too focused on short-term results, could deeply and negatively affect financial
companies’ performance. So, what began in the 1980s as a passive movement to avoid
the stocks of companies that sell things like tobacco and firearms has broadened into
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impact investment, a proactive campaign to funnel money into green technologies and
social endeavors that produce measurable good.
Nowadays, social investment opportunities are several and flourishing. Investors find it
increasingly easy to use their funds to earn returns and reward socially conscious. Impact
investing includes many different forms of capital and investment vehicles. The bulk of
impact investing is done by institutional investors, but a range of socially conscious
financial service companies, web-based investment platforms, and investor networks
now offer individuals an opportunity to participate in it. 97 Several socially and financially
blended investment products have emerged. At one end of the spectrum, a
crowdfunding exchange offers the grassroots intimacy of investing directly, although
with less certainty that the entrepreneur will actually meet the social objective and
repay the loan. At the other end of the spectrum are socially responsible investment
funds. These provide more financial certainty but exclude smaller entities and offer
limited visibility for the investor into any social benefits an investment produces. In
between these extremes, are impact investments that fund social enterprises; these
deliver more-direct social improvements, but offer more modest financial returns. 98
From 2012 to 2014, the number of U.S. investment funds incorporating ESG criteria
jumped from 28 to 925, and their assets more than quadrupled, to $4.3 trillion,
according to the Forum for Sustainable & Responsible Investment.99 Even the largest
Wall Street firms are getting into the act. BlackRock, the biggest money manager in the
world, started selling its BlackRock Impact U.S. Equity Fund on October 2013. This trend
is clearly visible in the graph below. From 1995 to 2014, the sustainable and responsible
investment has increased almost exponentially in US, from $100 billion to more than $5
trillion. 100
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Socially responsible investors have a wide range of investments to choose from, but the
fastest growing areas of sustainable and responsible investing are mainly two: mutual
funds and hedge funds. Socially responsible mutual funds hold securities in companies
that adhere to social, moral, religious or environmental beliefs. To ensure the stocks
chosen have values that coincide with the fund's beliefs, companies undergo a careful
screening process. A socially responsible mutual fund will only hold securities in
companies that adhere to high standards of good corporate citizenship.101 They are one
of the most dynamic segments within the ESG investing space. The number of ESG
mutual funds in the United States grew from 333 to 456, and their collective assets
increased from $641 billion to $1.93 trillion, an over 200 percent increase. 102 Because
people hold such a wide variety values and beliefs, fund managers have quite a
challenge in determining the stocks that reflect the optimal combination of values for
attracting investors. The specific criteria used when screening for stocks all depend on
the

values

and

goals

of

the

fund.

For example, funds with a strong sensitivity toward issues of environmental concern will
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specifically pick stocks in companies that go beyond fulfilling minimal environmental
requirements. Many socially responsible mutual funds will also partition a portion of
their portfolios for community investments. A common misconception is that these
investments are donations. This is not the case. These investments allow investors to
give to a community in need while making a return on their investment. Many
community investments are put toward community development banks in developing
countries or in lower-income areas in the U. S. for affordable housing and venture
capital. Alternatives to traditional investments, such as social venture capital, double or
triple bottom line private equity, hedge funds and property funds, are also getting into
the SRI game. Their ESG assets increased by 70 percent over the past two years. Hedge
funds are the most widespread as they may use a number of different strategies in order
to earn active return for their investors, using pooled funds.
Figure 4 - Structure of a hedge fund

SOURCE: www.ussif.org

Hedge funds may be aggressively managed or make use of derivatives and leverage in
both domestic and international markets with the goal of generating high returns (either
in an absolute sense or over a specified market benchmark). 103 To facilitate this, hedge
funds’ investment guidelines provide investment managers with a high level of freedom.
Managers are not constrained by benchmarks, and have the discretion to use a wide
range of techniques and instruments. According to US SIF, alternative investment funds
for SRI are growing at a dramatic rate. In 2012, there were a total of 177 alternative SRI
103
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funds in the country managing about $38 billion in assets. By 2014, the number had
jumped to 336 funds with $224 billion in assets.104 Currently it is possible to identify two
categories of hedge sustainable products on the market: hedge funds with sustainability
screening of the portfolio and hedge funds with due diligence process. The portfolio
screening follows an approach similar to that of traditional sustainability funds. The
investment decisions are in fact taken by considering strictly financial indicators
alongside nonfinancial indicators, linked to ESG factors. With the due diligence process,
the sustainability analysis shifts from investment portfolios to the operational structure
of the fund and the management company. The due diligence approach thus, takes into
consideration the operational and organizational solidity of the fund and of the
management company.105
Obviously, these are just some of the sustainable and responsible solutions offered by
the markets; as global impact investment grows, emerging options are coming to light
and are helping eliminate the old trade-off between effective social involvement and
competitive financial returns. Moving from the private to the public sector, one of the
actual phenomenon is the rise of stock exchanges that require social and environmental
standards for listed companies. The public sector is also influencing the investment
landscape through social-impact bonds (SIBs), a new form of funding social outcomes.
SIBs represent an attempt to ameliorate the problems of volatile funding, lack of
accountability for results and an overcrowded field of nonprofits. This new financial
instrument allows individual investors to buy shares in a project that has a clear and
quantifiable social objective, such as reducing a school district’s dropout rate by a
targeted margin. If the target is met, investors recoup their full investments; a missed
target means some money is lost, while an exceeded target earns an attractive return.
Thus, the SIB guarantees long-term financing while spreading the risk between the three
parties: government (which pays for the outcome), investors (which are willing to fund
the outcome), and providers (which deliver the outcome).
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England in 2010, and it was allocated to support the reintegration of three-thousand
prisoners, sentenced to less than 12-month sentences, locked up in the prison of
Peterborough, in the county of Cambridgeshire. Seventeen investors - mostly
foundations and philanthropic organizations - bought six years’ social impact bonds for
5 million pounds. If, in 2016, recurrence of the crime has dropped by 7.5%, then
investors will receive a payment - guaranteed to 37.5% by the Ministry of Justice and for
62.5% by the Big Lottery Fund - which may reach a ceiling of 8 million pounds, depending
on the degree of success achieved. However, if the target is not reach, their yield will be
zero.107
Another interesting example is given by the Big Society Capital, a privately run £600
million social investment fund that claims to be “the first ever social investment market
builder.” Its director is Nick O’Donohoe, a former J.P. Morgan investment banker
recruited by the UK government to lead this groundbreaking institution. The fund makes
three major types of investment through financial intermediaries: SIBs, funds that invest
in social enterprises, and direct investments in intermediary companies that support the
market infrastructure. For instance, one SIB supported by BSC, committed £4.5 million
to the UK Department of Work and Pensions to tackle youth unemployment in Liverpool.
The program aims to improve the behavior and job prospects of thirty-nine hundred
young Liverpudlians over three years, through one-on-one coaching and other
behavioral interventions.108 If the project succeeds, BSC adds another market-building
investment to its portfolio, while society benefits as vulnerable young people receive a
better shot at becoming productive citizens. Moreover, BSC invests in funds and
intermediaries that support frontline social ventures, such as urban renewal programs
or shelters. These intermediary organizations, called social investment finance
intermediaries, include social banks, nonbank social investors and support providers. As
a group, they represent a new financial market, connecting social-impact investors with
organizations in need of funding.109
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Risks and returns offered by SIBs, are more and more accepted by investors, included
banks such as Goldman Sachs, which has committed $9.6 million for a New York City
program intended to reduce jail recidivism by 10 percent. 110 Thanks to SIBs, the
incentives around outcomes that benefit both society and investors are aligned, yielding
a bottom line that brings profits and social impact.
A common pitch is that sustainable investments perform better than other assets. The
idea is that ethical and responsible companies are less risky and better long-term
investments, and some studies have proved it. A 2015 report by the Morgan Stanley
Institute for Sustainable Investing, found that "investing in sustainability has usually
met, and often exceeded, the performance of comparable traditional investments." This
is on both an absolute and risk-adjusted basis, across asset classes and over time, based
on its review of US-based mutual funds and separately managed accounts.111 In a March
2015 analysis by the University of Oxford and Arabesque Asset Management, 80 percent
of academic studies found that the stocks of companies with “good sustainability
practices” do better than other stocks. But, it can cost money to find these companies,
in the form of fees that detract from returns. And even the best-paid, most-experienced
analysts can make mistakes. Until October 2015, Volkswagen was included in the Dow
Jones Sustainability Indices.112
However, whether investors believe that ethical investment funds provide an innovative
and ethically sound way to combine business with morality or whether they remain
sceptical that they are merely a new marketing technique to buy their money, the main
problem that those investing in these funds have to deal with, is the question of how to
measure social responsibility. Gauging social returns is no easy feat. For the most part,
financial ratios and credit ratings traditionally employed to select investments lack
equivalents in the social-impact arena. Indeed, evaluating social returns is still largely a
human rather than an algorithmic exercise. 113 The problem here is in understanding if
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investors’ ethical considerations are really consistent with the social consequences of
their investment decisions. Terms such as sustainable, impact, ESG, and SRI can all mean
different things to different people. There is a clear terminology problem. Even based
on the same values, there is a ton of ways to invest. Some investors will want to exclude
companies with questionable practices; others end up owning those companies and
pushing executives to do better. Some just try to buy the best-behaving companies in
each industry, so they are fully diversified; others double down on industries they want
to encourage—for example, by buying solar stock funds. But, no company does only
good in the world. A solar company might not treat its workers well, for example. A gayfriendly company might be a big polluter. And while a sustainable investing strategy may
make the world a better place, even the most virtuous investors inevitably make
compromises.114
The problem that results is twofold: on one hand, there is an obvious difficulty to
understand how to assess the ESG factors; on the other hand, there is a need to
understand the real value generated by the conjunction of traditional methodologies
and nonfinancial evaluation. B corporations may be considered as the first step towards
the resolution of these problems: B Corps aim to produce well-being in the environment
in which they operate, and want to measure the company's performance (and of its
directors) not only in economic and financial terms, but also in terms of the achievement
of quality objectives that they have declared as their mission. That is why, the B Lab
certification can help to attract mission-driven or impact investors who consider social,
environmental, and financial criteria in their investment decision; mainstream investors
who are primarily interested in strong financial returns or larger companies interested
in acquiring a cutting-edge and innovative brand. These relationships, between
investors and benefit corporations, will be analyzed in the following sections.
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2.2 BENEFIT CORPORATIONS’ INVESTORS: WHAT CHANGES

B Corp re-imagines corporate governance in a way that drives value creation for all and
creates lasting companies.
Michael Eisenberg, Benchmark Capital
As explained above, a growing community of investors and philanthropists are
interested in generating environmental and social benefits through investment in forprofit entities that incorporate ESG values in their mission. The problem of figuring out
how to assess the environmental and social impact of the company where to invest,
persists. For decades, investors have had sophisticated methods at their disposal to
model economic benefits when evaluating companies for investment. But, when it
comes to assessing social and environmental benefits, there a reliable framework
providing objective measures had yet to be established and broadly adopted. The Global
Impact Investing Rating System (GIIRS) was created to address this gap. The GIIRS
assessment is a rating system for impact investing; the same company assessment
powers the B Impact Assessment used for B Corporation certification and the
assessment used for GIIRS Ratings. Investment institutions use it to evaluate individual
companies or investment funds in terms of their social and environmental impact. GIIRS
plays a catalytic role in attracting a growing community of impact investors and socially
oriented companies around a common framework that fosters transparency and a focus
on data. Presently there are over 20 institutional investors who are using GIIRS as a main
tool to evaluate corporations internationally, and there are over 60 funds and about 300
companies who have been rated by GIIRS.115 All certified B Corp receive a free GIIRS
rating and a free listing on B Analytics, an investor-facing platform designed by B Lab. B
Analytics benchmarks investors’ portfolio or network's impact against B Corporations,
other sustainable businesses and funds, and traditional companies using targeted
benchmarking filters, and easily analyze and export data to report to stakeholders. B
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Analytics houses the largest database of social and environmental performance data on
private companies globally, collected from over 40,000 users of the B Impact
Assessment.116 It is possible to track performances over time, celebrate successes, and
track aggregate performances against KPIs. By tracking progress over time and accessing
a large library of improvement resources and best practice guides can help companies
manage for impact. In details, through B Analytics investors can117:
Search a database to find basic ratings information on over 1000 companies and
70 funds;
Access Market Trend information, based on the aggregate performance on all
the companies and funds in the system;
Measure and evaluate the performance of their portfolios using the B Impact
Assessment, metrics from the IRIS Catalog, or custom metrics;
Benchmark and report on the impact of their portfolio based on either ratings
information or responses to individual metrics;
Help their portfolio improve their impact by accessing “do-it-yourself” consulting
tools built into the platform.
Both IRIS118 and B Analytics are focused on improving the credibility and consistency of
social and environmental performance reporting among impact investors. IRIS and B
Analytics have been designed to be complementary and fulfill roles in the impact
investing space that are analogous to those played by institutions in the traditional
investing space. B Analytics incorporate IRIS metrics into its company assessment
framework – the B Impact Assessment. As such, organizations that go through B
Corporation certification or a GIIRS rating process are required to provide data that is
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aligned with IRIS metrics. Furthermore, through the platform investors can ask portfolio
companies to collect IRIS metrics of their own choosing in addition to or in place of the
B Impact Assessment. B Analytics shares data from GIIRS-rated companies and funds
and B Certified companies with the IRIS initiative for use in producing broad market
intelligence as a public good. GIIRS rating system uses IRIS metrics in conjunction with
additional criteria to come up with an overall company or fund-level rating, as well as
targeted sub-ratings in the categories of governance, workers, community,
environment, and socially and environmentally-focused business models. The table
below documents the set of IRIS metrics that are included in the BIA for organizations
operating in developed and emerging markets119:
Financial
Governance
Worker

EBIT

Client

Net

Feedback

income

Payments

to

Report End Date

before donations

government

Conflict

Financial statement

Mission

of

Reporting
currency

System

interest Policy

review

statement

Employee

Employment

Full-time and part-

Worker

Feedback system

benefits

time

policy

employees:

-

safety

Wage
equity

total

Community

Charitable

Community

impact

donations

service

Environment

Payments
hours

to

supplier

Percent

female

ownership

contributed

organization: Local

Energy purchased:

Energy

Waste

Renewable

purchased: Total

Hazardous waste

Produced:

Permanent
employees:
Female

Waste disposed:

Waste

Recycled/Reused

disposed:
Total

Optional

Communities

Energy

Savings

served

from product sold

GHG
due
sold

reductions
to products

Payments

to

Percent

supplier

recycled

organizations

materials

These tools can help companies rise money, because a large number of investors with
billions of dollars of assets under management - from global financial institutions such
as JPMorgan, Prutential, and UBS to leading impact investors such as Good Capital,
Renewal Funds and RSF Social Finance - prefer to invest in GIIRS-rated companies and
Certified B Corps. 120 At the Clinton Global Initiative 2011 Annual Meeting, 15
119
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institutional investors, including J.P. Morgan and Prudential, with impact investment
assets of $1.5 billion, declared their investment preference for GIIRS-rated companies
and funds for their impact investment portfolios.121 These investors trust rigorous,
comparable and verified social and environmental metrics. In addition, B Lab can help
them raise money by providing direct introductions to the many certified B Corps in the
financial services industry (including commercial banks, venture funds, asset managers,
wealth advisors, and investment banks) as well as to the wide variety of funds and
institutional investors that use B Lab’s B Analytics platform. 122 For example, B Lab
introduced United By Blue, a B Corp-certified apparel company based in Philadelphia, to
Investors’ Circle, a group of local impact investors. After several meetings, Investors’
Circle decided to make the largest investment in the organization’s history ($525,000),
helping the brand expand its wholesale business into retail. 123 Another example is given
by Plum Organics, a fast-growing organic baby food company which has been sold to
and is now a wholly owned subsidiary of the Campbell Soup Company. Rather than
viewing Plum Organic’s B Corp certification as an impediment, Campbell’s saw it as a
valuable asset that could help Plum retain the trust of its most loyal customers after
sale. To show its support, Campbell’s helped Plum Organics register as one Delaware’s
first benefit corporations. Mainstream venture capitalists are investing in Certified B
Corporations because they have found that B Corps can be great financial investments.
Union Square Ventures, a venture capital firm that invested in Etsy (and has also
invested in Foursquare, Twitter and Zynga), says B Corps are appealing because the
companies that produce the most stakeholder value over the next decade will also
produce the best financial returns.124 Here below, there are some examples of B Corps
which have received significant investment capital.
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Figure 5 - Few examples of B Corp investors

The union of all these tools (B
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performances at the same time, as true long-term value is now built by aligning all
stakeholder interests, including the interests of shareholders.
The elevation of other stakeholder interests means that directors will need to resolve
tensions which may exist between the interests of shareholders and other stakeholders
in a B Corp. The legal requirement for B Corps essentially gives the directors the
authority to do just this. This means that instead of simply asking whether a particular
transaction or arrangement is in the interests of the shareholders, and letting the
answer to that question guide them, directors will need to ask whether it is in the
interests of the other stakeholders in the B Corp. Generally, in traditional companies,
conflicts of interest (called agency problems) exist, and are linked to the ownership
structure of the firm 126:
Broad shareholder base, which means that the number of shareholders involved
is so big that none of them may prevail. Thus, there is a clear separation between
managers and shareholders which consequently leads to an obvious conflict of
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interest: the management may act in order to safeguard managerial positions
rather than in the interest of shareholders. One of the possible solution is by
using managers’ remuneration incentives that are aligned with the owners’
interests;
Concentrated shareholder base, which means that the company’s shareholders
are few and have such a great power in their hands that can impact on the
management. This may lead to a conflict of interest between minority and
majority shareholders: these last normally push for the extraction of benefits,
and consequently influence managers to act only in their interests, at the
expense of minority shareholders. By strengthening the active participation of
minority shareholders with more power of voice, the conflict can be avoided.
Moreover, any attention that is given to non-shareholders in traditional companies,
is usually done surreptitiously, in hushed tones. This is not sustainable, and it is not
desirable. To govern effectively, a corporate board must govern openly and honestly
and individual directors must be true to themselves and they must be true with each
other. So long as attention to non-shareholder concerns that are not really related
to shareholder interests remains tacit, forbidden from actually being spoken,
corporate decisions will be confused, incoherent, and potentially destructive. Where
the interests of one stakeholder group are truly in tension with another, directors
would be forced to exercise their sound discretion and balance competing claims,
just as the law presently requires them to do when balancing the interests of shortterm speculators and long-term investors, of diversified and undiversified investors,
of old and young investors.127
The multiple-stakeholder corporate governance regime implemented by B
Corporations, goes beyond all those issues. Benefit corporations, with a precise and
defined purpose, are able to attract investors who mostly have common interests
and goals, namely to contribute through their investment in doing good.
Shareholders buy into B Corps because they value both the economic return and the
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“warm glow” they feel after contributing to the firm’s initiatives. Alike, B Corps
managers have chosen to work in companies that share their same values and that
are carrying out their social mission in a transparent and honest way. B community
allows to bring together all those individuals who have the same interest in
generating a positive impact on the world. As a result, agency problems mentioned
above, are somehow avoided thanks to the dual purpose of the benefit corporation:
investors are informed and aware of what are the goals of B Corps and if they decide
to invest, they will surely know what are the dynamics of this type of company. All B
Corps’ investors can be definitely defined impact investors: if their only interest was
profit, they would not put their money in companies with a dual purpose. They
expect firm managers to maximize the overall value of their investment, but they
purchase the stock knowing the return will take this dual form. Of course, there may
be situations where interests are misaligned, but limited to a much narrower field,
that of sustainability. For example, when choosing between different suppliers, it
may be that there is a premium to be paid for the most ethical and sustainable
suppliers. If so, there may be tensions between how monies are paid to suppliers, as
against cutting costs with a view to declaring greater dividends. A similar tension is
likely to exist when deciding how generously to pay workers. There will be some B
Corps that do take on significant debt with a view to acquiring assets or investing in
new business areas because directors determine that there is a reasonable
likelihood that all stakeholders will benefit.128 And this is happening also in some
traditional companies. For example, in 2014 Elon Musk, founder and president of
Tesla Motors, wrote a letter to its shareholders by declaring that, to be the change
that he pursues for the world, he must release all Tesla patents in open source and
thus make them accessible to competitors. Indeed, Musk has written on his blog
“Tesla Motor has been created to accelerate the advent of sustainable transport. If
we clear a path to the creation of compelling electric vehicles, but then lay
intellectual property landmines behind us to inhibit others, we are acting in a
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manner contrary to the goal.”129 The decision was taken on a Friday, and on the
following Monday the reaction was an increase of 10 percent of Tesla shares.130 This
shows how the decisions aimed at the common good are accepted in a more solid
way by shareholders, who prefer to avoid the conflict in order to achieve a greater
good. Another clamorous example is the Rockefeller Foundation case. The
Rockefeller Family Fund, a charity set up in 1967 by descendants of John D
Rockefeller, said on 2016 that it would divest from all fossil fuel holdings “as quickly
as possible”. This has been a rather unique event as the Rockefeller family made its
fortune from Standard Oil, a precursor of ExxonMobil. 131 It is evident now that the
decisions related to social or environmental aspects put all agree, even in traditional
companies, since the vast majority of shareholders is now aware of the importance
of these issues and the impact these have also on the company’s economic and
financial performance. Thus, placing greater emphasis on the ESG factors, as the B
Corps do, avoids the typical agency problems of traditional companies.
In general, B Corp directors are likely to see things differently and may be liable to
take a longer-term and possibly more risk-averse view of the company’s interests
than directors of traditional companies, who may be more inclined to seek to create
short- to medium-term value for shareholders even when this places other
stakeholder interests at risk. But all these aspects are obviously known to investors,
who, through their power, can influence the company's decisions in order to balance
environmental and social objectives with financial ones. As a result, benefit
corporations do not weaken shareholders; they empower them. Traditional
companies are managed and controlled not by the shareholders but by the Board
and, under its supervision, by the officers, or by the Management and the
Supervisory Board. 132 Thus, shareholders may be defined as the firm’s nominal
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owners, who exercise virtually no control over either day-to-day operations or longterm policy. On the contrary, benefit corporations empower shareholders with
control over the ends and to some extent the means of corporate governance: they
contract to determine the purpose of the corporation (the ends) and somehow
retain control over how the purpose is achieved (the means).133 In order to do that,
comparing to traditional companies, benefit corporation shareholders have three
additional rights 134:
High vote into and out of form, which gives shareholders “mission insurance”
over the long-term. A management team can choose to reverse an earlier
decision to certify, only if it receives enough support from shareholders, to
change the articles back again. Shareholders have a right to approve or not a
conversion to benefit corporation status;
Private right of action, which allows shareholders to enforce mission. As
directors must consider the impact on society, environment, and revenue
when making decisions, shareholders gain a right of action to enforce this
commitment to general public benefit and the consideration of additional
stakeholders, not just profit;
Annual benefit report (described in the paragraph 1.4), which provides
transparency regarding progress towards mission.
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In the table below, it is showed the difference between shareholders’ rights in
traditional and benefit corporations.
Figure 6 - Comparison between traditional and benefit corporations' investors rights

SOURCE: www.benefitcorp.net

As showed in the table, benefit corporations’ shareholders have all their corporate
governance rights. They elect the directors and vote on major corporate transactions
such as charter amendments or mergers. Conflict transactions will still be subject to a
searching entire fairness analysis whenever challenged, so that directors cannot pursue
their own interests ahead of the interest of shareholders. Shareholders will retain the
ability to bring the same types of lawsuits they can bring against a traditional
corporation, including demands to review the company’s books and records, election
review proceedings to make sure elections are being conducted fairly, and derivative
suits to pursue corporate claims against directors for breach of fiduciary duty. 135 The
only changes under the benefit corporation model, are related to the value proposition:
the idea that true long-term value is built by aligning all stakeholder interests, including
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the interests of shareholders. Indeed, the benefit corporation’s expanded duty combats
short-termism, helping investors hold management accountable to long-term and
sustainable value creation. Thus, there is clearly an ongoing requirement for the B Lab
groups to engage with investors to allay any possible governance concerns – and of
course, to make sure that wherever possible, potential issues are resolved during the
assessment process, before certification.136
One goal of the certification was for it to become “a sort of Moody’s for social and
environmental effect” thereby “unlocking a whole new source of capital.”137 The idea
was that investors would look to the B Corp logo and businesses’ impact scores when
deciding whether to invest in these companies. But in the first four years B Corp
certifications were offered, not one of the companies that took the B Corp pledge was
publicly owned. In 2010, Forbes reported that in nineteen states it was legally impossible
for publicly held companies to obtain B Corp certification without violating directors’
duty to put shareholders first.138 If directors took the pledge, they would be prioritizing
the B Corp mission over profit maximization. That is why, B Lab began working on a
solution, on a new legal entity: the benefit corporation. Since 2010, states have been
adopting versions of this model statute with incredible speed, and in Italy since 2016.
Therefore, now, benefit corporations are also moving into the international and public
markets. In October Laureate Education, the largest degree-granting higher education
institution in the world, announced that it was going public and it was registering its
securities with the U.S. Securities and Exchange Commission (SEC), and that it would do
so as a benefit corporation. Laureate's 88 institutions across 28 countries graduate on
average nearly 60% of their 1 million students (roughly the same graduation rate as for
all U.S. higher education institutions), at least 34% of whom are from underrepresented
populations. With over $4Billion in revenue, Laureate is also the largest benefit
corporation in the world. 139 They announced their new charter as a Delaware Benefit
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Corporation on the same day they registered for their IPO. Laureate registered as a
Benefit Corporation, so that IPO investors will know that it takes its social mission
seriously, according to its founder and CEO, Doug Becker. “We recognize that some
investors in public companies are highly focused on short-term results,” Becker wrote in
the company’s prospectus, “and we hope that it is very clear to them that this is not our
approach. With the benefit of a long-term view, we will balance the needs of
stockholders with the needs of students, employees and communities in which we
operate, and we believe that this approach will deliver the best results for our
investors.”140 In its most recent amendment to Form S-1 filed May 2016, Laureate
indicates that a number of prestigious global investment banks, including Credit Suisse,
Morgan Stanley, and Barclays, will be leading the underwriting. If the Laureate IPO will
be successful (since it has not yet occurred), it could lead the way for other institutional
and individual investors who want to invest in companies that generate good returns,
but also make valuable contributions to society.
On 2015 Etsy, Inc., a handmade goods marketplace, became the largest "Certified B
Corporation" to go public. The challenge for Etsy, however, is that current B Lab rules
require a Certified B Corporation incorporated in a state that passes benefit corporation
legislation to elect benefit corporation status within four years of the first effective date
of the legislation, or two years of initial certification, whichever is later. Delaware's
benefit corporation became effective August 1, 2013, so Etsy's deadline to become a
Benefit Corporation is August 1, 2017. Unlike Etsy, Laureate chose to adopt the public
benefit corporation structure before its IPO. The 16-year-old company changed its
redomicile to Delaware and became a Delaware Benefit Corporation in October 2015. 141
Together with Etsy and Laureate, Kickstarter has decided to become a Public Benefit
Corporation (PBC), eschewing a focus only on profits to refocus on what they believe
will be a public service for creativity. As of September 2015, Kickstarter reincorporated
as a Public Benefit Corporation, pledging to place profit below creative cultivation. In a
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statement, Kickstarter said: "Kickstarter Inc. is no more. We're now Kickstarter PBC -- a
Public Benefit Corporation." "There was not a single dissenting vote by a Kickstarter
shareholder to re-incorporate as a Benefit Corporation. From Kickstarter’s inception,
we've focused on serving artists, creators, and audiences to help bring creative projects
to life. Our new status as a Benefit Corporation hard-codes that mission at the deepest
level possible to guide us, and future leaders of Kickstarter."142
And this is the biggest change. The legal protection provided by the benefit corporation
is particularly relevant in succession planning. For example, many businesses, such as
Ben & Jerry’s, Burt’s Bees, and Tom’s of Maine, started out with leaders who wanted to
create social, environmental, and financial value. However, if the original founders
retire, the company wants to take on new investors in order to grow or the company is
put up for sale, those strong core values could be diluted by the new CEO, investors or
owners in favor of increased short-term profits. The change of control of a traditional
company is never a purely financial event, but is an occurrence that deeply affects its
life: it causes changes in management, in the business strategy, in the organizational
structure and even in the core business. This can lead to an increase or a reduction of
the economic and market value of the enterprise. The company purchaser may decide
to extract benefits from the company just for personal interests or for those of other
parties and consequently reducing the company’s value. Going beyond the efficiency
and the capacity of the firm will lead to a devaluation, which immediately involves
investors ‘interests.143 Structuring a company to be a benefit corporation can stop this
from happening. By incorporating as a benefit corporation, entrepreneurs can protect
their mission by elevating their company’s core social and environmental values to the
status of law, meaning that a new CEO and/or new investors would be obligated to
consider both shareholders and stakeholders when making decisions in the future. This
helps ensure that such a company will continue to benefit society and the environment
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for the long term. 144 Surely, it is difficult to predict how forming or converting to PBC will
impact potential investors' decision-making. For publicly traded companies in particular,
trading performance may be uncertain given that some investors might hesitate to
invest in a company institutionally committed to more than just shareholder return on
investment. But, impact investors discussed above, do not prioritize maximizing
measurable financial value or short-term gains, on the contrary they are focused on
other aspects, such as firm’s transparency and responsibility towards society and
environment. Benefit corporation legislation creates the legal framework to enable
mission-driven companies to stay mission-driven through succession, capital raises, and
even changes in ownership, by institutionalizing the values, culture, processes, and high
standards put in place by founding entrepreneurs.145 Thus, if an investor decides now to
put his/her money in the hands of a benefit corporation, he/she can rest assured that
even in 50 years, when the company will have changed employees, managers and even
CEOs and owners, it will always pursue the same mission: the common benefit.
The great change for investors is that, the benefit corporation legal entity protects
mission through capital raises and leadership changes, creates more flexibility when
evaluating potential sale and liquidity options, and prepares businesses to lead a
mission-driven life post-IPO. Indeed, social investors want to invest in companies which
1) achieve high social and environmental impact; 2) are structured to maintain their
mission after the next financing, sale or IPO; and 3) can command higher valuations. 146
The B Corp legal and performance standards ensure that B Corps can meet all three
objectives. But investors’ power is even stronger: if a prospective investor does not want
a company to remain a Certified B Corp, shareholders can vote to remove the B Corp
language from corporate governing documents prior to an investment or sale. The
independent third party certification, and the transparent legal and performance
standards on which they rest, maintain that trust post-sale.147
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When mission-driven businesses are acquired, their brand equity is at risk because
customers, employees, suppliers and other stakeholders become uncertain if the values
and practices of the company they supported will be maintained. But, becoming a
Certified B Corp and maintaining your certification post-transaction minimizes this
brand risk. Becoming a benefit corporation gives companies increased options at the
point of sale because they can: 1) encourage competition based on commitment to
mission in addition to price; 2) consider other factors besides price when making the
decision of whether and to whom to sell; and 3) retain or relinquish its benefit
corporation status directly prior or after a sale depending on the current and new
owners’ preferences and typically a two-thirds shareholder vote.148 Where there is clear
value in this mission – i.e. where it represents an obvious source of differentiation or
competitive advantage for the company – investors are unlikely to want to change it
because they may believe that the value will accrue over a longer time horizon. The B
Corp mission-lock provides a valuable way of protecting against mission drift in the short
term. Indeed, because it aligns both management and shareholders behind a particular
social or environmental agenda, and creates some accountability around that, it actually
helps companies commit to ensuring that these benefits are achieved. Moreover, in a
competitive situation, investors won’t necessarily have to compete purely on price; B
Corps have much greater legal freedom to select an investor whose values they believe
align with their own.149 More than 15 B Corps have merged or been sold to date. For
example, Plum Organics, an organic baby food company, has been sold to The Nest
Collective, which became a Certified B Corp shortly thereafter. Plum Organics remains a
Certified B Corp as a wholly owned subsidiary. 150
What has emerged in this paragraph, is that surely the role of shareholders with respect
to the B Corps has undergone changes. Changes that have been caused either by the
dual value proposition carried out by these new legal entities, either by the increasing
attention that investors have in the non-financial aspects. In respect of Etsy’s recent
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listing, the prospectus referred to “loss of B Corp status” as a risk factor for potential
investors. When considering potential sales or listings, investors will therefore need to
consider how potential purchasers of shares will see B Corp status and the likely
reputational issues that might arise from loss of the status.151 Benefit corporations
investors have certainly more elements to consider during their decision-making
process, but thanks to the tools provided (GIIRS or B Analytics) and the high degree of
transparency imposed on these companies, their investments can be considered safer
for the present, but above all for the future. As a matter of fact, public benefit
corporations’ statutes include additional reporting and disclosure, beyond that required
of traditional corporations. PBCs must provide periodic reports to shareholders
evaluating their efforts to promote the public benefits codified in their certificates of
incorporation. And another consideration for Benefit Corporations that want to go
public, is the degree of disclosure required in SEC filings. SEC registration statements,
annual reports to shareholders, and certain other filings made by a PBC would need to
describe in detail the practical consequences of the entity's PBC status, with particular
attention paid to the impact on its directors' fiduciary duties. 152 As explained above, not
many B Corps have decided to go public, but things are changing in US as well as in Italy.
B Lab announced that it is establishing a Multinationals and Public Markets Advisory
Council (MPMAC) to address a number of systemic, institutional and practical barriers
that have made it hard for publicly listed companies to earn B Corp Certification and to
adopt benefit corporation status. Both Danone and Unilever have recently announced
that they will be joining the MPMAC along with representatives from Bancolombia,
Campbell Soup Company, C&A, Deloitte, Ernst & Young, Generation Investment
Management, Grant Thornton, Hain, Harvard, Linklaters, Prudential, SASB, Suncorp, and
Telus.153
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The other key aspect is that, as well as the rights already provided by traditional
companies, B Corps investors may have more power and a greater influence on business
decisions, and at the same time be confident that these decisions will be maintained
over time. When Jay Coen Gilbert, Bart Houlahan and Andrew Kassoy decided to found
the B Lab movement, they felt it should be possible for ‘profit with purpose’
entrepreneurs to raise capital or create liquidity without having to give up on mission. 154
So they established B Lab with a view to breaking down some of the existing legal and
cultural barriers. ‘Profit with purpose’ businesses are not always easy to spot, because
they can take a number of different legal forms. But what they share in common is the
ability to lock-in a social or environmental mission. This is not an asset-lock, of the kind
that charities and many social enterprises have. Instead, these companies will typically
have a performance-lock, whereby impact performance is somehow linked to the
company’s business model or commercial performance and a mission-lock, whereby the
directors choose to embed impact into the company’s governance, either by amending
its articles of association or otherwise. 155
Adopting the B Corp legal framework gives shareholders additional rights to hold
directors and officers accountable for taking into consideration their same interests
when making decisions—and that, of course, is the point.

2.3 WHY DO INVESTORS LIKE BENEFIT CORPORATIONS
Investors in B Corps will likely need to be comfortable with the fact that directors of B
Corps are mandated to consider other stakeholder interests on a par with shareholder
interests. In practice, this may mean that B Corps attract investors who place a premium
on impact and, in some cases, from investors and financiers who themselves have
obtained B Corp status. Benefit corporations are able to scale their business by taking
on capital investments or debt financing while maintaining their mission. By freeing
directors to consider more than just short-term profit, they can focus on creating long-
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term value for their shareholders, society, and the environment. The reasons why
investors are increasingly interested in investing in the B world, have already been
presented in the previous paragraphs but it helps to have a complete picture.
(1) Attract and maintain talent. B corporations have a concrete pledge to their social
responsibility rather than a hollow promise. This helps attract and keep valuable
employees who are driven by the vision of a company rather than money. For
example, Kickstarter became both a B Corp and a benefit corporation at the same
time. When they announced that new structure, the visits to their job page went
up 33%. Since Kickstarter is already an attractive place to work, this was a huge
improvement.156 Moreover, according to a Deloitte Survey, millennials will grow
to 75% of the workforce by 2025, and 77% say their company’s purpose was part
of the reason they chose to work there.157 B Corp certification allows companies
to signal to talented young people that they, as organizations, not only see the
value in a greater sense of purpose, but have also taken tangible steps to
crystallize and commit to this purpose. This could make them more attractive as
an employer, and thus better able to recruit and retain talented people – another
positive indicator in terms of company value. A company with motivated, skilled,
and satisfied employees, who prove to be attached to their job and their
company, is definitely more attractive for an investor. Human capital is one of
the core resources that companies leverage in order to operate and deliver
goods/services to customers. Good reputation with respect to corporate
working environments can also translate into superior financial performance and
help gain a competitive advantage. As showed before, if future generations will
seek job in companies focused on sustainability and social responsibility, it
certainly makes the B Corps a safe place to leave money. When there is
collaboration and sharing of the same values and ideals, even the economic
performance is positively affected, and the generated benefit is addressed to all
stakeholders, including shareholders;
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(2) Cultivate customer loyalty and build brand trust. One significant factor here is
the degree of trust these businesses can build with their stakeholders – a trust
that should, if anything, be bolstered by their willingness to have their societal
mission validated by a third party and embedded in their governance articles.
Evidence suggests that consumers are increasingly inclined to purchase from
companies whose values align with their own. A recent Nielsen study found that
one in three UK consumers will pay more for products and services from
companies that are committed to driving positive social and environmental
impact; while ethical consumer spending jumped 9% to £32.3bn in 2013 – a year
when the economy as a whole grew by only 1.9%. 158 So for B Corps in the
‘business to consumer’ space, certification may have a positive branding effect,
helping them to stand out from the competition and boost sales in a crowded
marketplace. Certifying in this way makes it very clear to potential customers
(and employees) that the company’s commitment to social and environmental
goals is a fundamental part of its strategy – not just a specious marketing
exercise. Ultimately, this higher level of trust should make the company more
resilient and potentially boost the valuation of the brand and the business. As
consumers are giving more and more importance to sustainable and responsible
aspects of the products they buy, and for that reason they remain loyal to brands
that best reflect these needs, B corporations are definitely getting more valuable
to investors;

(3) Public market investors are focused on ESG factors. Strong governance, along
with effective management of environmental and human capital factors,
increases the likelihood that companies will perform over the long-term and
manage risk effectively. On October 2015, U.S. Department of Labor gave
institutional investors explicit permission to invest in businesses like B Corps that

158

Ethical consumer markets report

78

have adopted ESG best practices like expanded fiduciary duties . 159 This was a
clear example of the power of the movement of people using business as a force
for good: these businesses have adopted ESG best, that have been demonstrated
to create more long term value for shareholders while at the same time creating
measurable value for society. In some cases, ESG factors may have a direct
relationship to the economic and financial value of the plan’s investment. In such
instances, the ESG issues are not merely collateral considerations or tie-breakers,
but rather are proper components of the fiduciary’s primary analysis of the
economic merits of competing investment choices. While in Anglo-Saxon
countries and in the US this trend has emerged considerably since long time, in
Italy the interest in ethical finance issues from investors and savers, is coming to
light in recent years. But, concepts such as ethics, social responsibility,
sustainable development for financial institutions and governance are emerging
considerably in the Italian panorama and in the investors’ minds; 160

(4) Sustainability improves performance. A survey of 200 academic studies found
that 88% of reviewed sources find that companies with robust sustainability
practices demonstrate better operational performance, which ultimately
translates into cash flows, and 80% of the reviewed studies demonstrate that
prudent sustainability practices have a positive influence on investment
performance.161 It is in the best economic interest for corporate managers and
investors to incorporate sustainability considerations into decision-making
processes. Responsibility and profitability are not incompatible, but in fact
wholly complementary.

159

www.go.pardot.com/webmail/39792/376992029/51f79acb0ab75410912ae9595a0afe91
www.bilanciosociale.net/quanto-interessa-la-responsabilita-sociale-negli-investimenti/
161
University of Oxford report, From the stockholder to the stakeholder, March 2015
160

79

Figure 7 - A selection of material ESG factors

SOURCE: From the stockholder to the stakeholder report, www.arabesque.com/oxford

In the table above there is a selection of material ESG factors. The integration of
environmental, social and governance (ESG) issues can lead to a competitive
advantage because it reduces risk, delivers product and process innovation and
increases reputation. Risk reduction is a major outcome of successfully
internalizing sustainability into a company’s strategy and culture. Properly
implemented, superior sustainability policies can mitigate aspects of these risks
by prompting pre-emptive action. Examples include risks from litigation as well
as environmental, financial and reputational risks. The result is a lower volatility
of a company’s cash flows as the impact of negative effects can be avoided or
mitigated. Sustainability activities therefore play an important role in a firm’s risk
management strategy.162 By incorporating ESG issues into a corporate
sustainability framework, corporations will ultimately be able to realize cost
savings through innovation, resource efficiency, and revenue enhancements via
sustainable products, thus creating a positive impact on financial performance.
Creating a complete system as that of B corporations, where all aspects related
to sustainability are considered not as a marginal aspect, but as a mission of the
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company itself, certainly avoids the risks associated with traditional businesses
and ensure a longer life. Thus, it ensures a less-risky and a long-term investment;

(5) Entrepreneurs want to lock mission. By becoming a B corporation, entrepreneurs
can protect their mission by elevating their company’s core social and
environmental values to the status of law, meaning that a new CEO and/or new
investors would be obliged to consider both shareholders and stakeholders
when making decisions in the future. This ensure that such a company will
continue to benefit society and the environment for the long-term. Investors in
B Corps will be signing up to the Articles of Association and will be agreeing to
support decisions taken by directors which are made in accordance with the
Articles of Association. This means that investors should expect directors to take
a broad view of the company’s interests – which might on occasion mean
resisting the interests of shareholders. If shareholders decide to direct the board
of a B Corp, the shareholders will need to ensure that any direction is in keeping
with the Articles and does not subordinate other interests.163 Obviously, this is
not a problem or an obstacle to be avoided, as B Corp investors are all on the
same page with fundamental issues and acts, as buffer against hostile takeovers.
By investing in benefit corporations, shareholders can be sure that their money
will pursue the objectives that were set from the beginning, and that the level of
transparency of these companies will allow them to be able to constantly
reviewing these requirements. The alignment of the various individuals who
operate in the B Corp world (founders, employees, shareholders, suppliers, etc.)
certainly makes investments more likely and more attractive.
The advantages of investing in the B world are several, and are very often supported
by important studies and research. But, it is of course important to have a concrete
test through the case studies. In the next chapter, three Italian cases will be
presented.
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CHAPTER THREE: THE ITALIAN CASES OF B CORPORATIONS
The analysis of the B world has now assumed its connotations, its own distinctive
characteristics, and it has a well-defined position on the market. However, together
with the theory, some practice is needed as well. For this reason, two Italian B
companies have been interviewed in order to have a more complete picture. The
Italian case has proved perfectly fitting, as it is the only state in addition to the United
States, to have shown such attention to the issue as to have activated its government
about it. As explained in the first chapter, with the latest stability law of 2016, Italy
has introduced the Società benefit legal form, that favors the formation of for-profit
companies, that nevertheless benefits people, communities and the environment. It
is no coincidence that, the European Summit of B Corp has taken place in Rome, few
months ago (more than 500 people, about 150 benefit corporation present). At this
moment, Italy is in fact the country "leader" among European ones: in Europe there
are 250 B Corps and 30 are recognized in the Italian country. Moreover, on October
2016, the Società benefit recorded in Italy were already forty-three.
Thus, it is clear that this movement is growing and is expanding inside the country,
so much that it touches different geographical areas and several Italian industries.
The two companies surveyed in fact deal with, not only completely different
business, but also with different social and environmental issues. In any case, what
equates those companies (in addition to the certification and to the two letters SB
at the end of the filename) is the great innovation that they want to produce in their
industry, and the strong desire to create common benefit for the whole planet. The
goal of the interviews was to understand if reality is truly aligned with the theory
(albeit scarce), and then if the transformation of these companies in B corporations
has really benefitted them from the reputational point of view, with regard to all
stakeholders, and especially to investors. The questions addressed to these
companies are mostly targeted to their relations with shareholders, and to the big
changes or issues that they had to face when becoming a B entity.
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Of course, the topic is so new that the real results and effects of these changes could
be analyzed later on, especially because these companies have had a chance to
become Società benefit only few months ago. However, the experiences and the
aspirations that respondents have reported, definitely can help in the analysis of this
unexplored world, and especially in having some evidences regarding the
turnaround that currently exists on the market, and in the minds of those who
decide to invest their money right now. In both cases, companies will be initially
presented, with their main features and their products / services. Subsequently, the
reason why they are B Corps and Società benefit: there will be an introduction to the
sustainability areas in which the company is most involved, and the stakeholders
that are most considered, that of course will be different from company to company.
Finally, the direct experiences of companies, before and after the transformation,
with their investors will be reported, thus it will be possible to understand what and
if there have been major upheavals in this relationship, and if these have resulted in
improvements or deterioration within the company. The purpose of those
interviews, was to have direct experience of B corporations, so as to understand if
indeed the B community has gained the investors’ attention and the financial
interest that is often reported by the media, and that surely deserves.
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3.1 THE D-ORBIT CASE STUDY
(Excerpts from an interview with Matteo Trotti, Quality and Impact manager)

Soon we will stop saying “space business” and we will rather mention space
transportation, space manufacturing, space harvesting, space mining, space
tourism.
Luca Rossettini, D-Orbit CEO

Who is D-Orbit?
The B Corp movement is widening to the point of having reached the space, and this
has been possible thanks to D-Orbit. Today more than 6,000 satellites are in space,
of which only 1,000 are still operational. The remaining are orbiting around the
Earth, uncontrolled. While up to a few years ago, outer space was substantially
empty of man-made objects and risk of mutual collision was relatively low, about
20,000 objects larger than 5 cm are today flying at 18,000 miles per hour (more than
30,000 km/h) increasing the risk of mutual collision. 164 Then, the collision between
satellites is rare, but not impossible. Approximately every two years a collision
occurs, and one of the most recent and substantial has taken place in 2008. An
American satellite (working) and a Russian one (not working) collided, generating a
cloud of debris, which continue to orbit around the earth as new satellites.
Continuous collision could generate a domino effect, creating a cloud of debris
increasingly bigger, which could lead to a total foreclosure to space. This could
compromise, pretty much as in the movie “Gravity”, most of the services that people
use on Earth every day (e.g. GPS navigation, telecommunication, disaster
prevention, weather forecasts, etc.), and the planet would find itself catapulted to
sixty years ago. Since 1957, when the first satellite Sputnik was launched into orbit
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around the Earth, the space agencies continued to throw satellites into space
regardless of the consequences, which were already known to all.
To explain better the work of D-Orbit, it is important firstly to clarify how the
satellites operate in the space. First of all, satellite systems can be classified based
upon their orbits as low earth orbit (LEO), medium earth orbit (MEO) and
geostationary earth orbit (GEO) systems. The differences between these orbits are
mainly the distance from the Earth and the rotation time around the Earth. In
particular, geostationary is the highest Earth orbit and hence, provides the greatest
visibility using only a few satellites. Moreover, it has the same Earth rotation time
(24 hours), which means its satellites look always at the same point. An example of
a geostationary satellite is the one of Sky TV, but in general all the
telecommunication satellites live there. LEO and MEO satellites do not have 24-hour
visibility, since they are closer to the Earth and have smaller footprints. Thus, a larger
number of satellites are needed to cover the Earth. MEOs, which are the ones in the
middle, host GPS satellites, which surely represent a valuable resource in humans’
everyday life: from intercontinental trips to agriculture services, up to Google Earth.
Going down a little bit, there are the LEO satellites, which are dedicated to the Earth
observation, thanks to their proximity. Their main purpose is to provide information
for weather forecasts, fundamental especially for the agricultural sector.

Figure 8 - SOURCE: www.pics-about-space.com
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Thus, despite the space seems so distant and so little influential on people's lives, it
allows individuals to carry out various daily activities, from making a call to take a
business flight. At the moment, space debris are not a problem, but they could be in
the future, and it is important to find a solution. This is exactly what D-Orbit is doing.
They have recognized that operational satellites are threatened by a cloud of space
debris, and the only way to mitigate collision risks, is to perform costly maneuvers
as soon as a collision risk has been detected. Each such avoidance maneuver costs
fuel and shortens the satellite’s lifetime. In fact, the two main problems are:
Additional costs, as the end-of-life disposal of GEO and MEO satellites is a
challenging operation that requires reliable attitude control and a stationkeeping fuel reserve that could potentially be used to keep the satellite
operational for up to six additional months, with a loss of revenues in the
millions;
Additional risks, as LEO satellites need to be maneuvered into a precise
controlled atmospheric re-entry to free up precious orbital slots, prevent
collisions with operational space crafts, and avoid damaging people and
property in populated areas. The liability cost for operators in case of
damage can be higher than the cost of the satellite itself.
A way to avoid these problems exists, and has been conceived and created by D-orbit,
an Italian aerospace systems engineering company providing innovative satellite endof-life disposal solutions. Their mission is “to define the new standard of satellite
constellations management by developing self-decommissioning platforms and
satellites' and launcher stages’ innovative components to streamline the initial and the
final phase of the mission for an effective orbital transfer, reducing systems complexity
and cost of operation, and increasing lifetime, reliability and revenues”. It was founded
in March 2011 by a team of highly experienced aerospace professionals, with the aim of
disrupting the space industry by redefining how commissioning and decommissioning,
the initial and final phase of a space mission, are performed. 165
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In order to do that, D-Orbit has invented a patented product line (D-Raise, D3, DLauncher and D-Sat) of smart, modular systems, based on solid rocket motor systems,
proprietary core technologies to protect and maximize satellite value in an increasingly
hazardous space environment. This Decommissioning Device is a compact, independent
decommissioning device capable of quickly and safety disposing of a satellite at the endof-life in a controlled manner. It is a practical and cost-effective solution, that is
compliant with international space debris regulations and with ECSS, MIL, and NASA
standards ensuring quality of production and preventing release of mission-related
debris.
What makes D-Orbit a B Corp and a Società benefit?
In a society, that for years has consumed and used more than it could, and where the
performances of enterprises have been weighed on the basis of wealth creation and
generated profits, without regarding how to preserve the long-term profit, B
corporations as D-Orbit, are mainly characterized by the fact of embracing a new
paradigm: enhancing the business power not only to generate economic gains, but also
to solve social and environmental problems that unconsciously afflict societies, by
producing positive impacts on people and the environment that surrounds them, and
thus ensuring a successful and long-term profits. In the case of D-Orbit, the aim is to
solve the problem at the source, avoiding a satellite to become a debris. This would
contribute to provide a better environment for space business, helping satellite
operators to decrease operational costs and increase their revenues. With the principles
of sustainability, D-Orbit gives the opportunity to space operators to have a positive
impact on the society, through an effective and convenient solution for Space Pollution
and preserving a sound space environment for business and exploration for the future
generations. The Space pollution can be considered as the problem of waste: up to ten
years ago, recycling was not even considered despite the problem was already huge.
Now recycling is a common action in everyday life, rather it is strange not to. Moreover,
they could help governments in dipping public spending. When new and emerging
benefit corporations will begin to be operationally able to cushion the typical public
domain issues, such as policies for the environment, land conservation and social
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welfare, the costs attributable to these issues will be cut from the state budget. In this
regard, the resources allocated to the theme of space monitoring, which normally are
national governments’ responsibility or European Space Agency’s responsibility, now
can be saved thanks to the intervention of companies as D-Orbit, which fulfills the task
of the 'waste surveillance and tracking'.
For all these reasons, D-Orbit has become B Corp in 2014 and Società benefit in 2016,
that perfectly embody the values and the goals of the company. Actually, D-Orbit was
already born as B Corp, although it did not know; with B Lab certification, it has had the
opportunity to assert itself for what it has always been. In fact, they have always
believed every business should have a positive impact on people, on society and on
other businesses, and that profitability goes together with strategic sustainability. In DOrbit, they know that orbital space is a finite resource, as water: it is crucial to use it
responsibly. They unite a concrete and constant aim towards sustainability through
profound scientific knowledge and understanding, while adding a fourth dimension to
the common notion of sustainability: Earth, Sea, Air and Space.

Figure 9 - SOURCE: www.deorbitaldevices.com

Thus, with D-Orbit space and sustainability go together, making a better use of satellite
both commercially and environmentally. It is impossible not to consider all these
aspects, as they may indirectly determine the success or failure of a company, due to
the increasing attention to non-financial aspects. D-orbit is very attentive about
environmental issues, and to respect those principles it applies a strict selection even
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among suppliers, which are chosen according to the materials used, production
processes and the conditions under which these processes occur. For example, within
the space industry only, it is still possible to use a carcinogenic material called hexavalent
chromium; D-Orbit tries in every way to prevent its use, thus following its principles of
social responsibility and common benefit.
All these principles, in contrast to what said in theory, did not led in any way to conflicts
of interest. Nobody within D-Orbit, have ever mentioned “double mission” or “double
value creation” speaking about the firm. The common goal has always been one: to solve
the problem of space debris, which is a human and environmental problem. This has
allowed them to align the values and desires of everyone, including shareholders who
believe in the mission as much as the rest of the stakeholders. Their unique mission is
perfectly aligned with B Lab requests, related to environment and society, and at the
same time with the desire of shareholders to generate profit. For this reason, the CEO
and founder of D-Orbit Luca Rossettini claims "D-Orbit was founded with the intent to
offer an affordable product to their customers, which solves their urgent needs and at
the same time could guarantee a future development of a sustainable and profitable
space market. In the DNA of the company and in every person of D-Orbit that's clear.”166
In figure 11, D-Orbit represented the current situation and the position that companies
can take in relation to what is happening. This is the “funnel metaphor”: the walls of the
funnel represent the way in which firms live in relation to the social and environmental
boundaries. The upper side represents the supply, the decreasing capacity of Planet
Earth to provide products and services as a result of pollution and of the destruction of
natural habitats. The lower side represents the increasing demand and the consequent
increase of resource consumption. Organizations and communities can decide to be part
of the problem or part of the solution. The company on the left has decided to ignore
the problem, and therefore the funnel that it sees in front is tightening, as it is not
seeking a solution to the problem, which is increasingly deteriorating.
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Figure 10 - SOURCE: www.deorbitalservices.com

In the middle instead, there is the proactive company that works towards a solution and
therefore sees the funnel opening in front of it. Only these companies can gain strategic
benefits and develop new business opportunities, and this is exactly where B
corporations are positioned.

How it has developed the relationship with investors?
The way of operating of D-Orbit has obviously affected the relationship with the
stakeholders of the company, and consequently with the investors. The first investor of
the company is TT Venture Fund, the Quadrivio investment fund segment focused on
venture capital, which has accompanied and supported D-Orbit since its birth and all
along its growing path. Quadrivio is one of the main Italian venture capital investment
group with more than 60 professionals and around a billion euros of assets under
management, and aims at value the initiatives in sectors defined by a high degree of
technology and innovation. D-Orbit has achieved significant and continuous successes
during the years thanks to their support, which has allowed the company to become a
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small but dynamic reality, able to secure important agreements with the big players of
space sector. Indeed, the vitality and the inclination to innovation of the company have
attracted a new professional investor, Como Venture, one of the most dynamic financial
reality in the Italian world of start-up companies. In 2014, when the company was
already B Corp, they have invested €2.2 million in the firm, respectively 1.9 million from
Quadrivio and €250,000 from Como Venture. 167 Elisabeth Robinson, investment director
of the Venture Capital Area of Quadrivio commented “we are really satisfied of D-Orbit
successes. In 2011 it was only an idea and today it is a start-up company in contact with
the main industrial operator of the sector. We supported the company in this operation
and we will support it in the research of other investors to respect next year’s
development agenda”.168 And she added “the Benefit Corporation have a vision of
sustainable business over the long term, and this is important both for fixed members
as us, and for potential buyers at the time of exit. In addition, the certification of these
companies strengthen their brand, and manage to retain the best talent". Quadrivio
does not exclude, if the trend continues to be positive, to create a fund specifically for
Benefit corporations.169
Indeed, this was not the last investment. In 2015, TTVenture and Como Venture have
decided to reinvest, together with Il Club degli Investitori, an amount equal to 1.83
million. Il Club degli Investitori has lead the project, with a funding of about 1.3 million
euro; the remainder was supplied by the two historical financial partners. Giancarlo
Rocchietti, chairman of Il Club degli Investitori, has declared "when the project is truly
innovative and Club members see the potential, they do not hold back for sure. When
we enter in contact with a company like D-Orbit, with a management team of the highest
level, which has already convinced NASA and ESA, we can only bring to the table a
substantial figure in order to accelerate its development".170
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In addition to this round of over 1.8 million, Unicredit S.p.A. disbursed 1.2 million euro,
thanks to a specific fund for innovative startups. In a period of stringent parameters and
requirements for obtaining financing from the financial institutions, the story of D-Orbit
and UniCredit stands out positively: thanks to the implementation of a new banking
paradigm - which is not exhausted in the balance sheet, income and financial analysis of
the firm - UniCredit has given priority in their assessment work to parameters such as
competence, professionalism, innovativeness of the product and market prospects. 171
The investment of a bank, the most traditional investment institution, can be considered
a revolutionary change: given that B Corp investors are mostly venture capital funds,
this fact has definitely enhanced the credibility of the B world. In general, the 90 percent
of D-Orbit investments is private, but there are also investments from the European
Community as well as by ESA, the European Space Agency, which has recently launched
the CleanSpace program 172, with the same objectives of D-Orbit.
Apart from Quadrivio, all D-Orbit investors have invested after the firm has obtained the
B Corp certification, which has been evaluated as a strong point during the decisionmaking process, also being a bit fashionable. The certification is seen as a plus by
investors, and D-Orbit experience proves it. Shareholders and investors are involved in
the firm’s mission as much as the workers or the founders themselves, thanks to the full
transparency that has been guaranteed. Here is an example. In 2016, the CEO Luca
Rossettini has made the decision to become Società benefit, after the law had passed,
and to re-certify D-Orbit as B Corp, since the certification expires after two years. He
brought the proposal to investors, who initially did not agree because they were not
familiar with the topic. For this reason, the CEO, who strongly believes in B Lab
certification and has created the company in order to achieve easily social and
environmental objectives, delivered them some papers in which was explained the
significance of B Corp and Società benefit. After few days, investors had changed their
minds: they have not seen the certification as an expense or a black mark, on the
contrary it has been interpreted as a risk reduction.
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The risk reduction was the result of an analysis performed by the investors on the B
world, which has led them to reach several conclusions, for example in relation to
workers. Getting certified and becoming Società benefit allows companies to create a
strong and close team, who happily goes to work and who is willing to work overtime,
because it works for a common long-term mission, which motivates them to give their
best. Reducing the risk, lies in avoiding lazy workers who do not engage in what they do
and would leave their place to any other, and all that indirectly affects the company's
revenues and consequently the investors’ ones.
Moreover, D-Orbit is part of an industry, the satellite one, which has a turnover of about
200 billion dollars a year, a figure that is tempting to many. 173 However, before their
birth, investors did not evaluate the space sector as profitable, because it was
considered too risky. But, D-Orbit hinted that behind this business, there are important
revenues, if obtained by following certain standards and certain principles. Consider that
their first round of investments took €500,000, which is a scarce investment. Four years
later, the first round of investment for Leaf Space, a startup that deals with ground
stations (telecommunications systems for satellites) was one million, twice that of DOrbit. It is now clear how the credibility of the aerospace sector has grown, thanks to
the presence of D-orbit, a B Corp and, since few months ago, also a Società benefit.
As they became Società benefit on August 2016, they have not yet drawn up their first
Benefit report, but there will be soon presented. As provided by law, the report will
accompany the company's balance sheet and will constitute a further evidence and
proof that D-Orbit is actually creating the common benefit and that a totally
independent third-party is testing for this. Apart from preparing the benefit report,
changes in corporate organization or governance were not many. For this reason, B Corp
certification is an atypical certification, even just in the fact that does not include tax
benefits. However, its return exists, even though it is not direct. This is because investors
are still thinking in economic terms, as customers do: a radical change has not happened
yet, because the main interest is still profiting from the company's activities. Until now,
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B Corp certification is still seen as another certification stakeholders can rely on, not a
distinctive mark. Often, it is associated with certifications as ISO9001 and AS9100174.
However, the B Corp movement is

Figure 11 - D-Orbit Impact Report 2016
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based on an enormous amount of
evidences and on a significant
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has spent more than a month on the
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evidences, involving different actors,
since the evidences must come from
different people and be shared by
all. The same senator Del Barba,
SOURCE: www.bcorporation.net

admitted that he wrote the law on

Società benefit inspired by the Impact Assessment of B Lab, as it is the only existing
instrument comprehensive and detailed in this manner.
In addition, B Lab has introduced a more specific certification, that is given to those
companies that certify for the second time.

Its name is ‘B Corp Best for the

Environment’, and it honors businesses that earned an environmental score in the top
10% of more than 1,200 Certified B Corporations on the B Impact Assessment. D-Orbit
has been recognized for creating the most positive overall environmental impact by B

174
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Lab with the release of the fourth annual ‘B Corp Best for the Environment’ list. 175 In
order to obtain it, D-orbit had to submit (instead of 10), 50 documents that had surely
implied a greater amount of work, but have definitely brought the results. B Lab has
decided to include this certification in order to have the broadest assessment possible
at the moment, by making the certification itself a certainty of quality and transparency,
for all its stakeholders.
The D-Orbit successes are also derived from these facts, so much so that currently the
company has saturated the investment market in Europe, and is trying to move to U.S.
to reach new investments. If this was not enough, the company is also planning to go
public: the details are not clear yet, apart to the CEO. What is certain is that it will happen
very soon. In this way, D-Orbit would no longer be "just" the first aerospace B Corp in
the world, but would also be the first Società benefit in the world to go public.
Investing in a Benefit Corporation now is definitely more difficult than in a traditional
one, because the results are not seen immediately but returned over time. But, at this
historic moment, people are interested in sustainability issues and responsibility
towards society and environment; therefore, people want to invest in companies that
do not consume natural resources, unlike companies that do not close the circle and
simply exploit natural resources. They are simply creating a bottleneck, since they take
resources from the Earth without thinking of how putting them back. If these resources
will finish, these companies would find themselves without the necessity to carry on
their business. On the contrary, B Corps do not see a funnel that narrows but a funnel
that opens. D-Orbit prefers to use aluminum instead of steel, because it is fully
recyclable and consequently infinite.

So, who will last longer? A company for which there is no future, or a company that is
working to create it? Investors must make this choice.
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3.2 THE MONDORA CASE STUDY
(Excerpts from an interview with Kirsten Ruffoni, Communications and Digital
Marketing)
With B Lab certification, we had a chance to homologate us as weird, as we have
always been.
Francesco Mondora, founder of mondora

Who is Mondora?
B Corps have also a technological heart. In the list of highly-technological B-Corps is
Kickstarter, a crowdfunding platform, where for example the employee paid less, earns
more than 20% of the minimum wage; Hootsuite, aggregator 10 million users who want
that social media have a positive impact on society; the Etsy ecommerce company that,
among other things, supports the micro-companies that sell handmade goods and 20%
of management from vulnerable segments of the population. 176 Unlike the large
concentration of B Corp in US, mondora is the only IT B Corp in Europe. Mondora,
founded in 2002, is a software and advisory company specializing in technology
governance and providing innovative software solutions, development, design, and
technical training to a range of large organizations, across multiple industries. Mondora
supports clients with the design, implementation, and operation of a variety of IT
environments and the associated teams and governance structures, with a strong focus
on the implementation and management of emerging technological paradigms, such as
cloud computing, Agile Methodologies, and finally DevOps. Over the years, mondora has
developed significant experience assessing and evolving complex architectures, and
driving IT and business alignment. Among other projects, mondora has brought to
market the product ControlMyCloud, a platform for managing Service Level Agreements
(SLAs) on the cloud, that has been the baseline for industry standard and commercial
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research.177 A SLA is a target of performance and quality for a service that is agreed to
by the provider and client. SLA attributes and KPIs (Key Performance Indicators) to be
measured for any service is dependent upon the value perceived by each of the
stakeholders. Stakeholders include business owners, business managers, IT operations
and development, administrators, executives, and also customers and partners. 178
In general, the mondora team is dedicated to uncovering ideas through creativity — in
both thinking and customer oriented implementation. The company’s processes and
services are supported by an intense global search for idiosyncratic opportunities on
Cloud and Agile software development. Mondora is a mix up of Software Architects,
Visionary People, DevOps Consultants and Agilists who together create "The perfect"
team for every occasion.
What makes mondora a B Corp and a Società benefit?
Their mission is to actively promote people before technology in the field of Information
Technology.179 This is the reason that has led them to get certified as a B Corp, and to
become Società benefit in 2015. As D-Orbit, mondora has always been a B Corp within
himself, and obtaining the certification has been just a confirmation of this fact. The
company’s goal is to inspire - through technology and processes - customers and people
to do no more than what is essential for their business, and to spend their money on
something different. In fact, the company selects its clients according to their projects,
which means they give preference to companies that can prove the software will create
social benefit to someone. When they send the contract proposal, they let the client
choose between various contract options 180:
a standard sprint contract, at standard price
a “social coding” contract, where the project’s entire code will be publicly
available on GitHub (a web-based Git repository hosting service), at discounted
price
177
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a B Corp contract, for companies that are also B Corps, at discounted price
a “public report” contract, where the customer makes a report about how he is
creating social benefits with the project, at discounted price
Thus, mondora offers substantial discounts to customers who are B Corps, to those that
opt for Open Source code (benefitting the software developer community) and to those
that prove in a written and public statement that the project has a positive social or
environmental impact. "Every time we go to a customer, we ask him to explain how the
solution he wants is ethical and has a positive impact - says Francesco Mondora - If he
can explain it, we give him a discount of 30%. If he fails, we offer him, with the same
discount, an open source solution.”181 This is a big step both for mondora and for its
clients, who are setting an example of good by sharing code and knowledge rather than
protecting it secretively. For example, mondora has recently completed a project for the
publishing house Zanichelli, which provides for the creation of an online maths tutoring
programme, that will allow high school students to learn math in an innovative and
interactive way. This is considered a project addressed to the common benefit, and for
this reason mondora took charge of it. If the project does not have a common benefit
purpose but only a profit aim, this profit will be reinvested in projects within the
company, in order to create common benefit in other ways (for example for the
workers). If the project does not create benefit, mondora makes sure that their revenues
from them do. In this way, the mondora’s work will always have not only an economic
return, but also social and moral one, which consequently will lead to new economic
returns. That is why, for mondora the dual mission (profit and common benefit) has
never been a problem, as since their birth this division has never existed: their work and
their choices have always considered both missions that, in the projects they have
joined, become just one thing. This unique mission expresses exactly the way to be of
mondora that, with the certification, has just found its perfect case.
Then, they can stand out from competitors because, in addition to creating highly
innovative software, they can also create benefits for the community in which they
181
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operate. Mondora constantly works on side projects that aim specifically at creating
benefit for the local community. The two most recent projects are HireBitto, a project
to support local cheesemakers who make a very special cheese on the alpine pastures,
in difficult working and living conditions, strictly following traditional methods (no
machinery and no chemicals); and Share our Break, a project to support local small-scale
organic farmers by sharing their products with mondora’s customers and encouraging
them to share with their customers too, so as to begin an exponential break sharing. 182
Moreover, mondora especially favors local and rural communities by recruiting team
members primarily from those areas

Figure 12 - mondora Impact Report 2015
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the fact that it is a benefit corporation. The profit has definitely fallen into the
background of today's workers, who base their job research on the goals that companies
set themselves, and the way they want to reach them. The latest 10 people hired by
mondora are located there because they share their values, and for them is much more
challenging and fun to work in a B Corp context than in a traditional company.
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Clearly, the attention to workers is another typical aspect of mondora, which considers
them the main and most valuable asset of the company. Mondora brings humanity into
software development, so that it is not the software itself, but the people behind it, who
are most important. The company aims at producing only what is necessary, and
eliminating all work that is superfluous, giving more free time to its team members to
pursue other activities. Through this, mondora wants to spread this great, life-balancing
work methodology to its clients and to the world. Mondora business policies in favor of
workers are several, and are one of the main reasons why mondora can be considered
a B Corp deeply inside. With the certification, workers within Mondora have felt freer to
express themselves, as they have had the proof of being odd or rather different from
other companies: whereas before many of their activities were being hidden for the fear
of being considered too outside the box by its customers or its investors, now there is
the freedom to do and be what they want.
First of all, mondora’s hierarchy is flat — there are no managers whatsoever. The
company is organized in small teams who deal with everything, from writing software
to communicating with the customer to hiring new team players (there is no HR office
either). The company is self-managed and tries to implement holacracy to promote the
individual personality of each player: every employee is valued and treated in the same
way. This means that everyone has equal responsibility within the company and towards
the customer. Thus, instead of running along career ladders and hanging out in corner
offices, they tend to be decentralized and dynamic rather than static and top-down.
Bossy practices and overbearing pecking orders disconnect people from meaning and
intrinsic motivation at work.183 Even the concept of punishment is no longer permitted
in mondora. Workers are allowed to fail: they actually have a Fail Party when someone
messes things up. This helps to learn from one’s mistakes and also empowers people to
try things — even if they fail — without fear of punishment.
Furthermore, mondora’s employees enjoy flexible working hours, telecommuting and
job sharing, so they can produce great software and still have time to tend to their fields
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and vineyards at home. With the possibility to choose their own work hours and
location-office (home, beach, mountain top), mondora is definitely meeting the needs
of today’s workers, who mostly prefer flexible working to an increase in wages.184 What
really matters is that the tasks set out each week are completed on time, when and
where during the week is irrelevant.
Managers should take into
account the worker’s needs,
and recognize flexible working
as a motivational value, with a
positive effect on productivity,
that also leads to increased
loyalty and diligence towards
the company. The founder of
Virgin, Richard Branson, has
recently declared about the
time-work of its employees

Figure 13 - SOURCE: www.google.com

that "the results count, not the
hours you spend in the office," just to underline the importance of completing tasks and
of achieving business goals, however and wherever workers are. Richard Branson is just
one of many to express themselves in this way. Another one is Larry Page, the Google
number one, who said "If I ask employees 'would you like a week of extra vacation or a
working week of four days?', 100% of people would raise their hand”, referring to the
second proposal. People like to work, but at the same time would be grateful if they had
more time to spend with their family or to dedicate themselves to their own interests.
“To be happy you have to work less. The idea that everyone must work frantically is
simply not true, " so concluded Larry Page.
The social and economic changes of recent years have brought to change and to boost
the reorganization of individual working-time management, directing to a healthy
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relationship in the life- work balance.185 Flexibility, team management and coordination
in actions to achieve business goals, are the cornerstones of the new vision and
perception of the work. And, in this field, mondora is a forerunner. One of the last
company’s meeting took place in a mountain refuge, where workers could have lunch
and the meeting out in the open. The aim of the meeting was to look at the past three
months and talk about any issues they have experienced: internal communication,
people on multiple projects, measurement of Objective Key Results, work on internal
projects, decision making and a proposal for following the Netflix method of unlimited
vacation days.186 Also in this, mondora is definitely a pioneer, in the creation of an
innovative and relaxing work environment, which daily motivates and stimulates
workers to make their contribution. Mondora wants to promote a different approach to
life within the company, by helping people to mitigate stress with a relaxed lifestyle. A
Gallup research, has shown how much a negative environment costs, compared to a
positive environment. In their investigation, made of about 17,000 people, they have
quantified that a company where the mood is positive, loses about $840 per year per
person, while a company that suffers may lose up to $6,168 and, finally, a company
where there is the lowest well-being loses $28,800.187
How it has developed the relationship with investors?
As previously explained, implementing social and environmental policies have economic
repercussions, and here is where investors come to play. Mondora has always been
property of Mondora brothers (Michele and Francesco) and their wives. Since a year,
the majority of the company has passed in the hands of a large group, called
Teamsystem. The TeamSystem Group is a leader in Italy in the management/ERP
software and in training services oriented to companies, artisans and micro businesses,
professionals, associations, Wellness and Sports facilities. By integrating the expertise
of the different companies, the group provides to professionals and companies, a full
suite of products, services and content, ranging from consulting to management
185
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software, to training and education. The TeamSystem group recorded in 2015 net
revenues of approximately 257.3 million euros, and reached a customer base of over
220,000 active customers throughout the national territory. 188 In 2016, the group has
changed property again. They have passed from the British Fund HgCapital, to the
American fund Hellman&Friedman for a record amount of 1.2 billion euro. This is almost
double compared to the amount paid out in 2010 by HgCapital.189 The deal, announced
from the London office of the San Francisco fund, however provides for the retention of
minority stakes for some sellers and managers, starting from the CEO Leproux Philip, the
man who has been driving this company software for years.190
TeamSystem was initially a mondora’s customer, but thanks to the good work of the
company, it has decided to acquire it. Before the acquisition, there has been a long
negotiation, because the Mondora brothers were pushing to become Società benefit,
while the group was not agreeing at all. The major problem (as in the case of D-Orbit)
was the lack of information about B world from the investors. TeamSystem was mainly
focused on the excellent expertise and the level of innovation of the company’s
activities; the certification was considered a waste of time, because they did not know
its implications. However, the main shareholder of the group, the American fund
Hellman & Friedman, who has a great knowledge about the B Corp movement, pushed
strongly for mondora’s acquisition in Teamsystem.
Surely, the acquisition has been caused by the company's skills; however, the final
decision, taken by the American fund, was mainly based on the B Corp certification, that
has represented a decisive factor. Mondora has been considered an interesting
purchase, thanks to the innovation generated by the company in the software world,
which may have a greater value in the world of TeamSystem, which is a still a bit “old
school” company, with many managers and a few employees. In Mondora, as explained
before, it is exactly the opposite. Mondora uses technology not only as a tool to generate
profit, but to improve the lives of people, to delegate the basic tasks to technologies,
188
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freeing up time that workers can devote to more intelligent skills, to improve the
organizations, to commit themselves to the community of reference, starting with the
customer-users. They are changing the why people buy software.
Teamsystem has been the first real big investor, that in 2016 has decided to acquire the
51 percent of mondora. This decision was made when the company was already certified
B Corp, and simultaneously with the acquisition has become Società. Surely, the fact of
being a Società benefit, has had a positive impact on mondora’s customers and
employees in general. TeamSystem in particular, thanks to the intervention of the
American fund, has been very satisfied with the new mondora statute, and to have a B
Corp within the group. Anyway, the acquisition has many implications in it. Teamsystem
has surely noticed how mondora has managed over the years, to position itself in a
particularly distinctive way in the market of cloud innovative services for businesses and
financial companies. Thanks to the transaction, TeamSystem will leverage a number of
unique skills in the Italian cloud services industry, through the integration of an
excellence team of technological developers. "According to data from the School of
Management of Politecnico di Milano, the cloud market in Italy grew by 25% in 2015, to
a value of approximately 1.51 billion euros. Only investments for enabling cloud
infrastructure, worth more than 1 billion euro," said Federico Leproux, CEO of
TeamSystem Group. "It is a booming sector, which we expect to accelerate further in
the coming years, thanks to the intensification of the process of digital transformation
of companies. That's why we decided to invest and to acquire the majority of Mondora,
the brightest company in the Italian panorama of cloud. The deal allows the
TeamSystem Group to significantly increase its know-how in this strategic area".191
On the other side, Francesco Mondora, CEO of mondora has said "Joining a group like
TeamSystem, constantly projected towards innovation, for the benefit of business
customers and professionals, is for us a great satisfaction. We will work together to
integrate our know-how and our solutions within the Group network. We are confident
that we will be able to create winning synergies that enable us to consistently expand
191
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our target market."192 Mondora has always based its work on innovation, both
technological and process. The consolidated use of agile methods in a user centered
approach, has allowed Mondora to be the first IT benefit corporation in Europe.
Moreover, the Mondora team follows a continuous training program and is constantly
striving to experiment and put into practice the latest technology.
Therefore, this relationship has led benefits to both sides: with the acquisition, the
amount of work is increased because TeamSystem directly assigns projects to Mondora,
and consequently the speed of communication and realization is increased. Moreover,
the visibility has increased, as mondora is now part of a very large group, recognized not
only domestically but also worldwide. On the other hand, TeamSystem can attract the
attention of big investors, such as U.S. funds, who believe the B Corp certifications is a
"positive label" and quite fashionable. The amount of work is increased to the point that
mondora has to increase the workforce, although this idea was already there before the
TeamSystem acquisition, thanks to the many projects to be carried out. As well as those
responsible customers have risen, also responsible investors are increasing. For this
reason, the comparison with traditional competitors, that are not benefit corporations,
is possible. There are still investors focused on profit, but strange investors (as
mondora), who are interested in common benefit objectives, are beginning to be more
and more present. Certainly, mondora prefers these types of investors and because they
do not have economic problems, they have the possibility to make that choice. There
are many more investors aware of the B Corp movement, that decide to invest in it
always more frequently, since it is becoming a leading movement in the present
business panorama and for the future society, as many leading economists have said.
The change in attitude is a global reality. Investors are no longer focused only on profit,
but are beginning to see things bigger, realizing that on the planet they do not live alone
but with other people, and they should start acting to ensure that the planet continues
to survive. The attention to benefit corporations is growing, as they are facing these
changes in the most innovative way, and are better managing future problems. These
192
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are companies and have the capital to be used for social and environmental purposes,
whereas a private individual may make donations but has little to work with. People are
waking up and they want to help to do good in every way, in this case investors by
investing their money in B Corps, which still generate profit but have that extra
something to satisfy these new needs.
During its workers meetings, mondora normally gives a brief review of the first visible
benefits of being a B Corporation. Particular emphasis is placed on the internal value of
being a B Corporation, which implies that mondora is already following the road of
innovation, flexibility and transparency. They offer special rates to other B Corps and
companies who decide to make their projects Open Source. They offer flexibility to
employees, so that motivation and quality of work can be maximized. They work on new
ideas and projects in which they include something good for the world, and not just good
for the wallet. All these aspects have enabled the company to become part of a greater
reality like the TeamSystem group, and maybe one day to go public, since the objective
of the Hellman & Friedman fund is to make the group greater, thanks to their significant
growth opportunities. The same CEO of the American fund, Patrick Healy, has not ruled
out the way to the stock market listing.193

3.3 A GENERAL OVERVIEW
Considering the cases presented above, it is possible to deduce what the problems and
the lead points are. One of the major obstacles that B corporations are facing is the
investors’ lack of knowledge about their world. B Lab certification is often seen as one
of many, that does not bring greater value to companies and that leads simply to
increase reputation. That is why, the ins and outs of becoming a B Corp (because of the
newness of the subject), has to be delivered more clearly and "advertised" constantly.
By nature, investors are directed above all by profit, that must be the highest and the
quickest possible; it has been proven that B Corps can definitely ensure high profits, but
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in a longer time, compared to traditional firms. That additional time, however, is
justified by the attention that these companies have on non-financial aspects, that as
well as having ethical implications, ensures the profit itself. And the investors are
experiencing it. In both cases in fact, as soon as the structure of benefit corporations has
been presented and explained, investors have further appreciated the work of the
companies, and have decided to invest, with greater confidence. In U.S., this movement
is one step ahead, as the mondora case has shown: the American fund was already
aware of the B world, so as to have pushed insistently for the acquisition in the
TeamSystem group. The reason is surely the timing, since the B movement was born in
U.S. and is spreading within the country since years; also the mentality is different, as it
has always been much more attentive to social and environmental aspects, compared
to Italy. However, with the law on Società benefit, Italy has demonstrated to be at the
forefront, and able to grow in this direction: the hope is that, as the American fund, the
choice of Italian funds may be influenced by the presence or absence of the certification.
Thus, the information represents certainly a crucial aspect in the development of this
reality. Suffice it to say that, the approval of the law of the benefits companies in 2016
was hardly mentioned by media, and the literature on B community is still almost
entirely absent. In order to grow, it will be crucial for these companies to adapt also to
some typical dynamics and processes of traditional companies, such as advertising,
social media, and so on. It is important to bring to light those issues, given that the
attention in Italy is growing, and even the law is deploying in its favor.
Through these interviews, it has been possible to see how people inside the benefit
corporations are involved into the lens of generating common benefit, and how this
involvement is positively reflected on the work of the company, and consequently on
the profits generated. If this involvement is linked to environment, society, community
or workers, it is not relevant from the investor's point of view; what matters is that it
will lead to a general well-being, capable of creating a circle of benefits for all.
It is very difficult at the time, to have a general framework on this subject, being very
recent and at a development step; economists, journalists and experts are still very
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vague on the future of these companies, and there are few who overreach. However, as
the experiences described above have shown, surely something is changing the minds
of investors. The phenomena are too recent to make an assessment; but investment
vehicles dedicated to these new business models are springing up, and there is a growing
interest on the part of many investors, even institutional, who are looking for new
investment forms, as the impact investment that can guarantee a return not only and
exclusively at economic and financial levels, but also at social.
Both companies have obtained benefits by changing their structure, and anyone has
never spoken about downsides: no loss in profit, in work amount, in working staff, in
reputation, or in stability. What they got, was just an improvement on all fronts, which
has allowed to increase their notoriety, investments, freedom, transparency and of
course the opportunity to do good. All these improvements and changes of course have
affected also the relations with stakeholders, which react accordingly. Investors in this
case, have not pulled back, on the contrary they decide to do more, and to believe in
this reality. This demonstrates the veracity of the phenomena described in the second
chapter, and explains why these organizations may have a future much more reliable
than traditional companies. At worst, the situation of these companies remains the
same, but only from an economic standpoint. With the certification, in each case the
company will benefit from an extra-financial point of view, thanks to the social and
environmental responsibility. Through these two cases, it has been possible to deduce
how the transformation in Società benefit and the B Lab certification have deeply
strengthened the relations with all stakeholders, including investors that, as in every forprofit company, are crucial. Being the B Corp literature poor, to hear the voice directly
from the companies has allowed to have further proof of the value of this movement,
which is both social and economic: investors are now recognizing it, and the hope is that
the B movement will become everyday life for everyone.
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CONCLUSION

“If you take a raw spaghetti and try to bend it, you can exactly predict its future: at first,
it will start to flex and then, we do not know exactly when, it will crack. It is inevitable,
it is obvious, there are no other possibilities. Similarly, when we want to know what will
happen in the months and years to come, if we pay attention is easy to predict what will
happen, but it is more difficult to predict exactly when”.194 That is how Eric Ezechieli,
founder of Nativa (the first Italian B Corp and the first Società benefit in the world),
speaks about B Corps and how this new organizational model is aimed in the right
direction. Some evolution directions are absolutely obvious, because are daughters of
unstoppable trend, expressions of fundamental physical and social forces. The goal of
the companies is therefore to predict the future trends and the future needs of society,
in order to secure a place in the market and a sure profit. The biggest mistake is thinking
about the future as a projection of the past; actually, global changes are occurring at an
ever faster rate, and in a radical way. In few years, there will be 9.5 billion people on the
planet: it is necessary to learn how to use resources 10 or 100 times more efficiently, to
create a circular economy, which does not produce any kind of waste, to redistribute
resources more fairly, in order to make them abundant, for all, forever.
This is exactly what B Corps are doing. Of course they are not the only companies to
include those issues in their business, but as explained above, B companies are the only
ones to ensure a perfect mix of ingredients: the highest levels of transparency, a strong
involvement in social and environmental problems, attention to every single
stakeholder, and at the same time a substantial profit for its investors. This new business
model allows to satisfy many of the current and future needs, without forgetting that
an economic return is the basis of a company's life. Increasingly, the company’s profit
depends on social and environmental factors, as the various scandals that have hit many
large companies have shown, and that have led to huge losses or even bankruptcy. In
194
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response to those possible attacks, B companies are creating a circular economy in
which who gives, receives: the benefit corporation will make every effort to provide
what need employees, customers, investors, suppliers and the environment, and in
return they will give something back, through the means at their disposal. As evidenced
by the case studies, the main problem at the moment is the bad information on this
subject, which is definitely new and emerging, but it certainly deserves more attention.
One of the objectives of this paper, was in fact to introduce the subject and to give a
hint to everyone who wants to do good, especially potential investors. The answer to
the original question (i.e. whether this business model can be attractive to investors,
given its changes), was partially found. The change of mentality in the markets certainly
makes these companies much more interesting than just a few years ago; the political
and media attention (even if not yet sufficient) makes social and environmental issues
fashionable at the time, and more and more popular; the desire to satisfy not only
economic but also ethical requirements by investors is obviously a plus for B companies.
It is almost impossible to give a definite answer, given the young age of the B
community, but what is certain is the great effort that these companies are carrying out
to be good for all, and to have a certain future ahead. As investors seek safe profits in
long-lasting and risk-free enterprises, at present B Corps may be the right choice.
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