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I. Executive Summary 
 
The social enterprise arena is changing.  As can be seen in other areas, the need for 
sustainable environments, economies, and societies is becoming a mainstream topic and 
receiving significant attention.  In the business arena, Public Benefit Corporations (PBCs) 
represent a new vehicle for being formally identified as a for-profit company with both a 
financial and social value proposition.  Minnesota recently became the 27th state with a 
Public Benefit Corporation law in place, with another 4 states having passed legislation 
since and 5 still having legislation in progress as of this writing2.  The major benefits of 
this corporation type are the ability of management to point to the social mission for 
business decisions instead of focusing entirely on maximizing shareholder value, as well 
as the marketing benefit of being able to identify as a PBC.   
 
The advent of the official Public Benefit Corporation has had an interesting, if somewhat 
unintended consequence on the discussion around social enterprises.  As more laws pass 
and the concept of a social enterprise becomes more commonplace, a major question still 
lingers: Are Public Benefit Corporations necessary?  None of the PBC or other social 
enterprise laws passed to this point provide any real benefit for the companies beyond a 
protection from shareholder litigation and an additional marketing tool, which itself is 
difficult to use because there is not yet a wide enough understanding by consumers of 
what PBCs are for the marketing to be effective.  Additionally, normal C-Corporations 
can function in exactly the same way as PBCs, simply without the legal designation or 
additional annual reporting requirements.  If this is the case, why do we have PBCs and 
what is the larger aim of the movement?  
 
This paper argues that the legal designation, PBC, is not meant to viably stand on its own, 
but is rather used as a proxy to bring the topic of funding and social startups into the 
spotlight of sustainable business.  Given the common dichotomy of “money vs. mission,” 
social businesses are currently at a disadvantage that the PBC entity type is seeking, as a 
proxy, to address.  The policy around PBCs is just acknowledging a current market gap in 
this space for funding social businesses and, ultimately, taking the position that all 
businesses should be social businesses.  Of the eight interviews conducted with 
foundations and nonprofits for this paper, only two had reasonable knowledge about 
PBCs and only one foundation from six had distributed a Program Related Investment.  
Through the interviews just mentioned, research, and a proposed organization (Social 
Capital), this paper argues that PBCs only exist to force a discussion around how social 
considerations should fit into every business.   
 
  

																																																								
2	Benefit	Corporation.	2016.	“State	by	State	Status	of	Legislation.”	
http://benefitcorp.net/policymakers/state-by-state-status	



 Public Benefit Corporations: Pushing the Social Venture Discussion  
	

	 Peter	Schmitt	
	

4	

II. Introduction 
 
Public Benefit Corporations (PBCs) represent the new policy trend in social enterprises.  
State after state is adopting laws that recognize PBCs as a legal entity type, which allows 
corporations to pursue both social and financial values when making business decisions.  
As of this writing, however, PBCs have not stormed the business world as much as many 
have hoped, but that may not be a bad result (only 2100 social enterprises nationwide3).  
PBCs, even if they do not ultimately grow in popularity, are forcing a conversation 
around how government, business, and the wider public should interact with social 
businesses of any name, whether they are traditional C-Corporations (typical for-profit 
designation) with a social operating component, PBCs, companies with a B-Corp 
certification, or nonprofits.  Table 1 provides a summary of these legal types.  Each has 
its advantages and drawbacks, but all are trying to move the larger business community 
towards more sustainable practices economically, environmentally, and/or socially.   
 

 Can distribute 
profits to 

shareholders? 

Has a legally 
binding social 
component? 

Are there tax 
incentives? 

Funding Types  

501c(3) No Yes Tax-exempt if 
within stated 

purpose 

Grants, Donations, and 
Generated Revenue 

 

C-Corporation Yes Not required No Bootstrapping, 
Investors/Shareholders, 

Generated Revenue 

 

Social Venture 
(B-Corporation, 
L3C, PBC, SBC, 

etc.) 

Yes Yes No Bootstrapping, 
Investors/Shareholders, 

Generated Revenue 

 

Sole 
Proprietorship 

All profits to 
owner 

No No Bootstrapping, Generated 
Revenue 

 

Table	1:	Basic	overview	of	business	entity	types.	 

As the discussion of social enterprise broadens, it is important to address some of the root 
goals of that discussion.  What does it hope to yield?  Should all businesses eventually be 
PBCs or is there a different agenda?  This piece argues that the PBC exists with the 
ultimate goal being to start a new, larger discussion around how all businesses should 
incorporate social practices into their operations.   
 
The list below outlines a variety of topics covered in this paper: 

• Social enterprise developments around the country  
• Research and interviews relating to Public Benefit Corporations in Minnesota 
• Opportunities in, and effects on, the larger business landscape  
• Program Related Investments and social enterprise 
•  “Social Capital,” an interim solution for social enterprises during a wider re-

evaluation of the business startup space    
 
																																																								
3	Tyler, et al. 2015. “Producing Better Mileage: Advancing the Design and Usefulness of 
Hybrid Vehicles for Social Business Ventures.” Quinnipiac Law Review, Vol. 33.	
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III.   Methodology and Acknowledgements 
 
For this paper, extensive background research was performed on the development of the 
social venture legislation around the country, as well as more thorough research around 
the business startup space in general.  Additionally, a series of eight interviews with 
stakeholders in Minnesota were performed to assess those stakeholders’ understanding of 
Public Benefit Corporations and their reactions to the new entity type within the 
Minnesota business space.  These interviews were mainly with foundations, large and 
small, who were seen as a major player in this space.  In a different vein, a team also 
interviewed the Nonprofit Assistance Fund, which focuses on the financial health of 
nonprofits by providing low interest loans, which fits into a similar space as foundations 
for this piece4.  Interviews were mainly conducted between January-March 20155 and 
were all with top-level executives (Vice Presidents, Executive Directors, and Presidents).  
These interviews were meant to see if the academic arguments made for social ventures 
had translated into practical application and knowledge.  The breadth of these interviews 
allows a fuller discussion of the issue and helps this piece to move beyond an academic 
exercise.   
 
Interview questions were intentionally left open ended and were meant to solicit frank 
and open thoughts from interviewees about Public Benefit Corporations and the social 
enterprise movement as a whole.  Each interviewee was provided with a one-page 
summary document in advance to try and put everyone on an even footing before asking 
the interview questions.  In reality, that document was not always read in advance.  The 
one-page document, as well as a sample document containing some of the interview 
questions, is provided in the appendix6.   
 
Special thanks go to my team, which spent roughly two months helping me conduct these 
interviews in the spring of 2015 as part of a Common Grounds project at the University 
of Minnesota – Twin Cities.  Common Grounds is an interdisciplinary consulting student 
group working with clients in the social enterprise realm.  The group brings together the 
graduate students from the public policy, business, law, public health, and medical 
schools for short consulting projects.   
 
After completing a project around Public Benefit Corporations with this team, I wanted to 
dive deeper into this subject and asked permission to use the data collected.  The team 
that I worked with includes Dennis Duffy (public policy), Elise Maxwell (business), 
Catlynne Shadakofsky (law), and Yue Zhang (public policy).  All were graduate students 
at the time pursuing degrees in Public Policy (MPP), Business Administration (MBA), 
and Law (JD).  Their help was pivotal to the success of the primary research for this piece 
and I am incredibly grateful for their efforts.  
 
																																																								
4 Nonprofit Assistance Fund. https://nonprofitsassistancefund.org/ 
5 The interview with the McKnight Foundation occurred in February 2016.  Full 
information from this interview can be found in Appendix C.	
6 See Appendices A and B 
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IV. Public Benefit Corporations in Minnesota and Beyond 
 
Public Benefit Corporations (PBCs) have a relatively short history, with Maryland 
representing the first law passed in 20107.  Similar attempts at designating social 
businesses have been gaining traction since 2008, with Vermont’s L3C law in 2008 
representing the first, formal legislation focusing on social business in the United States.  
Other names for PBCs have included flexible purpose corporations and social purpose 
organizations.  On a broader scale, the European Union has had a legal social business 
designation since 2011 for all member states as outlined in their Social Business 
Initiative89.  As a baseline leading into the discussions to follow, as of 2015, over 2100 
organizations in the US have been formed using the L3C and benefit corporation 
models10. 
 
Given the relative infancy of these business designations, best practices for the laws have 
been difficult to establish, which has led to slight variations between state laws11.   
 
Mainly, three states head the discussion around what a PBC law should entail: Vermont, 
California, and Minnesota.  
 
Vermont and California represent the East and West Coast approaches to social 
enterprise.  Vermont, as mentioned, was the pioneer of the L3C movement that opened 
the discussion on utilizing new corporate forms to address social enterprise.  L3C 
organizations (Low-profit Limited Liability Company) seek to take the standard LLC and 
alter it to allow for a social mission and to allow the companies to take on Program 
Related Investments (PRIs), which are addressed later in this piece.  L3C organizations 
have struggled since 2008 because there have been some legal questions regarding their 

																																																								
7 Dasari, et al. September 2014. “Recognizing Social Entrepreneurship: Minnesota 
Embraces the Public Benefit Corporation,” MN Bench and Bar 
http://mnbenchbar.com/2014/09/recognizing-social-entrepreneurship/ 
8	EUROPEAN	COMMISSION.	2011.	“Social	Business	Initiative:	Creating	a	favourable	
climate	for	social	enterprises,	key	stakeholders	in	the	social	economy	and	
innovation.”	
http://ec.europa.eu/internal_market/social_business/docs/COM2011_682_en.pdf	
9	EUROPEAN	COMMISSION.	2014.	“Social	Enterprises:	Report	Presents	First	
Comparative	Overview.”	
http://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=2149	
10 Tyler, et al. 2015, “Producing Better Mileage: Advancing the Design and Usefulness of 
Hybrid Vehicles for Social Business Ventures.” Quinnipiac Law Review, Vol. 
33.Quinnipiac Law Review, Vol. 33(2): 237-337 
11 For a more in depth discussion of the differing social enterprise laws, see Reiser’s 
piece on regulating social enterprise:  
Reiser, Dana Brakman. 2013, “Regulating Social Enterprise.” 
http://web.law.columbia.edu/sites/default/files/microsites/attorneys-
general/Dana%20Brackman-Reiser%20-
%20Columbia%20draft%20for%20March%20submission.pdf	
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interactions with foundations12 and have not become as popular as originally hoped.  The 
L3C entity type is also unique because the language it uses is specifically crafted to 
parallel foundation and PRI needs, instead of focusing exclusively on the social impact 
components that subsequent social enterprise legislation targeted.   
 
California relied on what it called a “Flexible Purpose Organization,13” which allowed 
owners of organizations to designate a special purpose that the organization could focus 
on when making decisions, in addition to maximizing shareholder value.  An interesting, 
and contentious, component of that law was that the enforcement and reporting of the 
special purpose was left solely to the discretion of the organization’s owners.  Flexible 
Purpose Organizations were not forced to compare their progress towards their stated 
flexible purpose to a third party auditor1415.  In 2014, with the introduction of SB 1301, 
California changed its law to instead create “Social Purpose Organizations,” which have 
a more thorough reporting requirement16.   
 
Minnesota, as will be discussed below, took a much more transparent approach to the 
social/special purpose from the onset.   
 
As more information is available and the social enterprise movement is wider spread, 
better tools have been developed to track state by state progress with legislation.  The 
figure below represents the varying social enterprise law types by state in 2016.  Thanks 
to the Social Enterprise Law Tracker17 for creating these tools.   

																																																								
12 Field, Anne. January 2014. “North Carolina Officially Abolishes the L3C.” Forbes. 
http://www.forbes.com/sites/annefield/2014/01/11/north-carolina-officially-abolishes-
the-l3c/#240ab3831ee1 
13 Reiser, Dana Brakman. 2013, “Regulating Social Enterprise.” 
http://web.law.columbia.edu/sites/default/files/microsites/attorneys-
general/Dana%20Brackman-Reiser%20-
%20Columbia%20draft%20for%20March%20submission.pdf	
 
14 California SB 201, Chapter 11.  http://www.leginfo.ca.gov/pub/11-12/bill/sen/sb_0201-
0250/sb_201_bill_20110208_introduced.pdf 
15 More information about the differences between the Flexible Purpose Organization law 
and the Social Purpose Organization Law can be found through the Law For Change 
organization, Lex Mundi: Pro Bono Foundation, here: 
http://www.lawforchange.org/NewsBot.asp?MODE=VIEW&ID=6384 
16 California SB-1301, Chapter 694: 
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140SB1301	
17	For more information about the Social Enterprise Law Tracker and to see an interactive 
map showing the development of laws starting in 2009, visit their website. 
http://socentlawtracker.org/#/map	
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Figure	1:	Map	showing	social	enterprise	laws	in	the	US	as	of	2016. 

 
Minnesota 
 
On January 2nd, 2015, Minnesota joined the list of states to add Public Benefit 
Corporations to its list of legally recognized and accepted business types, representing the 
27th state to formally do so18.  PBCs have the unique ability to be for-profit companies 
that do not only have to work towards maximizing shareholder benefit, but also can 
pursue a stated social mission, which gives them a significant degree of freedom in 
investment activities and cost structures that investor-backed, for-profit businesses do not 
have.  As of this writing, Minnesota had 50 registered PBCs (broken into Specific and 
General Business Corporations). 
 
The concept of the social mission is quite interesting.  To this point, the laws around 
PBCs have been intentionally vague in the definition of what a social mission is.  In order 
to give some structure to the social mission, the language in Minnesota’s law has been 
written to divide the social mission into two pieces: general or specific.  General Benefit 
Corporations, as may be inferred from the name, refers to the general, overall social 
benefit of a corporation.  This indicates that the company operates on the triple bottom 
line, focusing on profits, people and planet. Specific Benefit Corporations, again as the 
																																																								
18	Bowie,	Nathan.	2	January	2015.	“Secretary	Ritchie	Registers	Minnesota’s	First	
Public	Benefit	Corporations.”	Office	of	the	Minnesota	Secretary	of	State.	
http://www.sos.state.mn.us/index.aspx?recordid=962&page=10	
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designation infers, requires a company to specifically focus on one area of social benefit, 
whether it is environmental benefits, employing underserved populations, using recycled 
materials in processes, etc.  The distinction was used as a means to separate more 
intensely focused organizations from those focusing more generally on social 
components.   
 
Many states that have adopted the PBC as a legal business type have used similar 
language in their legislation.  Minnesota largely follows this trend with one important 
exception: mandatory annual reporting.  As an added measure to prove the social benefit 
of PBCs, Minnesota requires all registered PBCs to file an annual report with the 
Minnesota Secretary of State discussing how the company’s actions of the previous year 
have worked towards the stated social mission (as well as submit a $35 annual fee)19.  As 
a document submitted to the Secretary of State, these annual reports will be available to 
the public as an added transparency measure20.  Failure to submit this annual report 
results in the revocation of the PBC status for an organization by the Secretary of State21. 
 
An important distinction that separates PBCs from socially driven non-profit companies 
is the taxation of PBCs.  As a for-profit company, PBCs are not given the same tax-
exempt status of 501c organizations.  This is an interesting point of contention because 
PBCs are, to some degree, putting themselves at an economic disadvantage by not 
focusing solely on maximizing shareholder value.  As discussed above, though, the vague 
language around what a “social mission” is makes it difficult to grant PBCs a tax-exempt 
status without risking abuse of this provision. 
 
Summary 
 
After nearly a decade, it is clear that there is interest across the country in addressing 
social enterprise and where it fits in as part of the larger business environment.  The latest 
addition of social enterprise legislation in Minnesota seems to indicate an interest in 
moving beyond the L3C to something different.  Each entity type has had its benefits and 
struggles, but the lack of unification in legislation may be an overall detriment to the 
movement.  The lacking clarity in legislation indicates a bigger problem that states are 
struggling with: how should social enterprises be handled?  How should that discussion 
look and what are the action steps moving forward? 
 
Moving on from the social enterprise overview, it is time to examine the “pain points22” 
for PBCs (and social enterprise as a whole) and more explicitly state the problem that the 
current legislation aims to address.  
																																																								
19 Office of the Revisor of Statutes: 
https://www.revisor.mn.gov/laws/?id=172&year=2014& 
20 MN Law. Sec. 10. [304A.301] ANNUAL BENEFIT REPORT of the law under 
“Transparency” 
21 MN 304A.301 Subd. 5: https://www.revisor.mn.gov/statutes/?id=304A.301 
22	Pain points is a term often used in the entrepreneurial world to mean the challenges or 
struggles or a particular group that lead to a new business idea.  	
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V. Pain Points for PBCs  
 
PBCs have allowed companies to distinguish themselves as committed to more than 
profit generation.  This entity type provides a new level of freedom in decision making 
that allows management to make decisions not only based on maximizing shareholder 
value, but also to align company activities with an established social mission.   
 
This point is incredibly important because it protects PBC owners from potential lawsuits 
from shareholders.  It is the crucial problem that the legislation is trying to solve.  In a 
traditional for-profit business, shareholders have the right to litigate against owners if 
they feel that decisions are being made that are not aimed at shareholder value 
maximization23.  The legislation that has been put into place to this point is important 
because of the freedoms and protections that they offer.  Without the legislation, 
company owners are bound by their entity type and the potential shareholders behind 
them. 
 
As alluded to in the introduction, though, PBCs also have a series of struggles as a new 
entity type.  These struggles break down mainly into four pain points: 
fundraising/financing/funding, ignorance, legitimacy, and a successful example.   
 
Fundraising, Financing, and Funding 
 
PBCs are positioned in such a way that, theoretically, they should not have any difficulty 
raising money.  As a socially minded organization, foundations and nonprofits should be 
interested in distributing grants and providing discounts to these organizations.  On the 
traditional, for-profit side, PBCs do generate profits and can distribute profits to 
shareholders, which should make them appealing for investors.  The ability to distribute 
profits to shareholders is paramount because it allows for investment instead of solely 
donation.  Brown and Ochs24 do an excellent job of outlining the theoretical interest from 
each side in the two figures below. 

																																																								
23	An	example of a lawsuit around shareholder value maximization is found in the Ford 
and Dodge example in the piece below. 
Bainbridge, Stephen. May 2012. “Case Law on the Fiduciary Duty of Directors to 
Maximize the Wealth of Corporate Shareholders.”  
http://www.professorbainbridge.com/professorbainbridgecom/2012/05/case-law-on-the-
fiduciary-duty-of-directors-to-maximize-the-wealth-of-corporate-shareholders.html 
24Ochs and Brown, 2013, “Present at the Creation.” Socentia. 
http://minnesotabusiness.com/sites/minnesotabusiness.com/files/Present%20at%20the%2
0Creation_Dec%202013.pdf 
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Figure	2:	For-profit	investors	are	only	interested	in	organizations	with	a	financial	return.	

	
Figure	3:	Philanthropists	and	Foundations	are	only	interested	in	organizations	making	social	impact.	

Ultimately, though, PBCs end up not being attractive to either nonprofit or for-profit 
funders25.   
 
On the nonprofit side, foundations are not interested in distributing grants to PBCs 
because PBCs are still capable of generating a profit, which makes it legally more 
challenging to administer grants.  The main mechanism for startup funding distribution 
from foundations to PBCs is called a Program Related Investment (PRI), is discussed 
later in this piece.   
																																																								
25	Ochs and Brown, 2013, “Present at the Creation.” Socentia. 
http://minnesotabusiness.com/sites/minnesotabusiness.com/files/Present%20at%20the%2
0Creation_Dec%202013.pdf	
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On the for-profit side, investors are not as interested in PBCs because they represent a 
high level of risk for a lower level of potential payoff.  Splitting the decision making 
process into a social and financial mission is seen as a weakness to the bottom line (i.e. 
profits).  Given that it is incredibly difficult to monetize social benefits, the “payoff” for 
investments in social ventures like PBCs is difficult to express and more difficult to pitch.  
Combining these two factors, the payback period (traditional, monetary payback) is 
slower than traditional companies that venture capitalists or other investors are interested 
in putting their money into.   
 
As above, Brown and Ochs again do a good job of visualizing the challenging position 
that PBCs are in when fundraising. 
 

        	
Figure	4:	There	is	wide	confusion	in	the	space	between	financial	return	and	social	impact.	

As the figures above indicate, though social ventures are at the intersection of social 
impact and financial return, the straddling that social ventures do is confusing enough to 
investors (both foundations via grants and venture capitalists with equity investments) 
that social ventures struggle from the onset.   
 
As the figures above indicate, though social ventures are at the intersection of social 
impact and financial return, they are still confusing to investors (both foundations via 
grants and venture capitalists with equity investments) because they straddle the more 
familiar for-profit and nonprofit scenarios or purely social impact and purely financial 
return.  This straddling forces social ventures to struggle from the onset.   
 
Due to these struggles, social ventures are struggling to gain traction and legitimacy in 
the startup space and beyond.  It is due to this struggle that I argue that PBCs as an entity 
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type does not stand on its own because it is addressing the problem of social ventures by 
trying to force everyone to accept a new business entity instead of working to change 
what is expected of the long established, traditional business types.   
 
With that frame in mind, let us move on to the current state of the Minnesota PBC 
movement, specifically, to gain a clearer picture of the legitimacy and ignorance 
struggles for PBCs when interacting with potential investors before pulling the discussion 
back up to how traditional startups function.   
 
Ignorance 
 
Results from eight interviews underscore the extent to which foundations, in particular, 
did not have the level of understanding necessary to even consider investing in PBCs.  
Through interviews with these eight executives in the nonprofit and for-profit sectors, it 
quickly became apparent that a significant understanding gap exists when it comes to 
PBCs.  Though all but one executive interviewed had basic knowledge about PBCs, only 
two had an amount of knowledge necessary to have a deeper discussion about the entity 
type.  One exception, the McKnight Foundation, had an interesting perspective on PRIs 
outside of PBCs and is discussed in detail later26.  Even McKnight, however, did not have 
a great depth of knowledge about the Minnesota PBC entity type.  An additional, 
important point is that none of the six foundations interviewed had funded a PBC.   
 
The only executive that of the eight that did have a strong knowledge of PBCs came from 
a prominent nonprofit organization.  That executive had a rather negative impression of 
PBCs because they had the potential to take away the already limited funding from 
nonprofit organizations.  There was also an impression that PBCs were simply 
unnecessary because they were overlapping with functions that nonprofits and for-profits 
already performed.   
 
Without a better understanding of why this entity type was created and why it is 
necessary in the marketplace, it is unrealistic to expect that social enterprises will grow 
and become mainstream.  This gap in understanding may also be a signal that for-profits, 
nonprofits, and the public as a whole are more interested in the overall discussion social 
enterprise and sustainability than the specific PBC entity type.   
 
Lack of Legitimacy 
 
In terms of legitimacy, PBCs may face a significant uphill battle, especially with a 
critically important stakeholder group, funders.  Beyond simple ignorance to the entity 
type, funders are not currently interested in PBCs.  Whether equity investors or 
foundations, PBCs are not seen as an attractive place to send money. 
 
Practically, the legitimacy component is a difficult proposition.  In an economy that has 
been trained to operate solely in two distinct and separate value propositions, profit and 
																																																								
26	A	full	description	of	the	McKnight	interview	can	be	found	in	Appendix	C.	
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purpose (also called money and mission), it is difficult to convince anybody that it is 
possible to have both.  With two strongly siloed interpretations of what business entities 
look like, introducing a new type that combines the two has hurdles on both sides that are 
difficult to clear.   
 
When working with people who come from a for-profit background (funders, managers, 
and people in general), it is difficult to explain that mission-driven businesses can also 
make money.  Given that for-profit businesses are legally mandated to maximize 
shareholder value27, the idea of making decisions based on a social mission instead of 
financial performance is difficult.  Additionally, it is challenging to reconcile the concept 
that businesses can have social value propositions.  Though it is now commonplace for 
organizations to have Corporate Social Responsibility (CSR) built into their operations, 
the actual implementation and importance of CSR in those organizations is inconsistent 
and uncoordinated, at best28.  With these hurdles in mind, a new entity that blends 
financial and social missions completely can be difficult to comprehend.  Particularly, as 
an entity that could have a more appealing marketing angle as a social enterprise, PBCs 
could be seen as threatening to for-profits operating in similar industries.   
 
Working with those from a nonprofit background, it can be challenging to cope with the 
idea that a for-profit enterprise, like a PBC, is qualified for the same, limited pool of 
foundation and grant funding.  Particularly during the Great Recession, donations and 
grant spending declined, which left less money to be distributed to nonprofits29.  Through 
interviews with nonprofits, there is a perception that the available pie of funds is fixed 
and that PBCs simply represent another hungry mouth.  With a different metaphor, 
nonprofits and for-profits each have their own funding sandbox to play in; PBCs are 
profitable and should, thus, stay in the for-profit sandbox30.   
 
Equally challenging, some believe that PBCs represent the next step forward in the push 
for nonprofits to behave more like for-profit enterprises31.  In addition to decline in 
overall available money from charities, the groups distributing the money started having 
higher demands of the organizations receiving the money.  More metrics, proven success, 
and lower overhead rates were expected to ensure that money was being spent efficiently.  
In short, nonprofits are being asked to run more like for-profit companies.  PBCs, as 
organizations that are run similar to for-profit organizations, are threatening to nonprofits 

																																																								
27	Tyler, et al, 2015, “Producing Better Mileage: Advancing the Design and Usefulness of 
Hybrid Vehicles for Social Business Ventures.” Quinnipiac Law Review, Vol. 33. 
28 Rangan, Chase, and Karim, February 2015, “The Truth About CSR.” Harvard Business 
Review, Feburary 2015. https://hbr.org/2015/01/the-truth-about-csr	
29	Reich and Wimer, October 2012, “Charitable Giving and the Great Recession.” The 
Russel Sage Foundation and the Stanford Center on Poverty and Inequality.  
http://www.grenzebachglier.com/assets/files/Charitable%20Giving%20and%20the%20G
reat%20Recession%20(2).pdf 
30 Paraphrased from interview response. 
31 Salamon, Lester M, 2002, “The State of Nonprofit America.” Brooking Institutions 
Press. 
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because they may create a higher expectation from foundations for how nonprofits should 
be run.   
 
Given these hurdles around legitimacy, a bigger question arises, “do we need PBCs?”  
There are certainly problems that social businesses struggle with, as this paper has 
addressed to this point.  Do PBCs, with their nationally scattered styles and corporate 
acceptance, solve the problems that social ventures face?  Are they a necessity or are they 
an entity type trying to address a problem in the wrong way?   
 
Do we need PBCs? 
 
A rather constant argument against PBCs is that they do not operate in a manner that is 
unique.  Privately held for-profit businesses can operate however they see fit, including 
focusing on social benefits.  Publicly traded for-profits have to maximize shareholder 
value, but they can also have social initiatives built into their operations, charters, and 
actions.  There are additional legal methods for publicly traded companies to change their 
bylaws to allow some social focus (again, see Tyler).  Nonprofits, of course, have a social 
mission component and can generate a profit, as long as those profits are reinvested in the 
company instead of being paid out to investors.   
 
Given that PBCs do not represent any unique operating mechanisms, why do we need 
PBCs?  The forces for and constraints against the entity type are discussed below. 
 

i. Forces for 
 
In a very practical sense, PBCs represent a clearly delineated entity type, which is a 
useful marketing tool and sets expectations for investors and consumers alike.   
 
Though interviews and data do not indicate a high adoption rate yet, the continued 
growth in the number of states adopting social enterprise legislation is a positive sign for 
the growth of PBCs in the future.  If the national interest in social enterprise is to be taken 
as a signal for increased popularity of social enterprises in the near term, the current PBC 
entity type is a great foundation for how businesses should operate.  Even though other 
entity types can have social missions or build socially conscious practices into their 
business operations, PBCs clearly delineate that they are focusing on a social mission 
instead of having a social component.  For a consumer base that is growingly more 
interested in social impact and sustainability, PBCs represent a marketing differentiator.  
In a world where green labeling is the norm (think “all natural” or “eco-friendly”) and 
nearly every business has a corporate social responsibility department (93% of the 250 
largest companies in the world report annually on CSR32), PBCs stand as an opportunity 
to stand out and connect with consumers on a clear level.   
																																																								
32	Nelson, Jane. 2014. “Corporate Social Responsibility: Emerging Best Practices for a 
New Era.” OECD Observer, No 299, Q2 2014. 
http://www.oecdobserver.org/news/fullstory.php/aid/4369/Corporate_Social_Responsibil
ity:_Emerging_good_practice_for_a_new_era.html 
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For traditional investors, social ventures are difficult to evaluate and are usually at a 
disadvantage.  Due to the social component, the projected returns are usually not to the 
level that traditional venture capitalists are looking for.  PBCs make the growth and profit 
projections more understandable because of their legally required social component.  
Where other organizations may make claims of social benefits, PBCs are legally bound to 
their social missions, which sets and clear standard for what investors can expect when 
evaluating and investing in PBCs.  As part of this growing movement, it also helps move 
the discussion forward about how to value the external benefits that PBCs can provide, 
such as a happier and healthier workforce or a more environmentally responsible supply 
chain.   
 
Additionally, similar to the increasing interest of consumers in organizations with social 
and sustainability components, there is a growing subset of venture capitalists that are 
focusing specifically on investing in social ventures.  One form of these investors is 
called Impact Investors or Impact Angels33.  This subset of investors may be looking to 
invest because of an interest in doing social good, while also making a modest return.  
PBCs take some of the due diligence work out of the work because of their legal 
obligation.  This is not to say that due diligence is completely neglected, but PBCs do 
differentiate themselves as distinctly social ventures, which makes the entire process 
easier for investors.  Two figures of when specific types of investors are interested in 
adding their money are below34. 

 

																																																								
33 One example of an impact angel group is here: http://www.gopherangels.com/imnpact-
angels/ 
34Ochs and Brown, 2013, “Present at the Creation.” Socentia. 
http://minnesotabusiness.com/sites/minnesotabusiness.com/files/Present%20at%20the%2
0Creation_Dec%202013.pdf 

Figure	5:	Philanthropic	investors,	even	in	the	nonprofit	sector,	are	more	interested	in	helping	
organizations	get	started	than	in	providing	sustained	investments.		Likewise,	for-profit	investors	are	not	
interested	in	gambling	on	a	start-up,	but	are	rather	interested	in	investing	their	money	once	a	concept	

has	been	proven	and	large	profits	are	on	the	horizon. 



 Public Benefit Corporations: Pushing the Social Venture Discussion 
	 	

 

Peter	Schmitt	 	
	

17	

 
The timing for these investments is what is really important for PBCs.  The handoff from 
philanthropic capital to impact capital to for-profit capital is called “Relay Investing” and 
is the cornerstone for the belief in PBCs.  Philanthropies provide the initial startup 
funding and help to “de-risk” the investment for impact and for-profit capital.  Many 
companies fail in the startup phase, but relay investing seeks to eliminate some of that 
risk to help for-profit investors still be able to see the value in social ventures. 
 

ii. Constraints against PBCs as an entity type 
 
Though PBCs have their positives, there are a series of drawbacks that serve as cautions 
and counterarguments for the PBC movement: extra paperwork involved in operations, 
lower returns on investment, broad definition of “social impact” used in the legislation, 
and that PBCs only really provide a marketing benefit. 
 
One of the tradeoffs with the PBC legislation, at least in Minnesota, is that there is an 
added paperwork requirement to operating as a PBC.  Every year, PBCs have to file a 
report with the Secretary of State to prove that they are adhering to their defined social 
mission.  This added component creates disincentives for companies considering 
becoming PBCs.  For companies that do decide to become PBCs, this added paperwork 
requires a higher amount of overhead to complete, which serves as a disadvantage for 
PBCs competing against other business types.  Additionally, this requirement is 
inconsistent across states and social venture types, which can add to the overall confusion 
around this entity type and its goals. 
 

Figure	6:	“Relay	investing”	–	philanthropy	invests	early,	then	impact	angels	and	venture	capitalists.		
Reused	with	permission. 
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Beyond the added paperwork, PBCs already represent a lower return on investment for 
venture capitalists.  Though this might be more of a critique of the startup funding space 
in general, that will be discussed in another section.  Given the current venture capitalist 
space, though, PBCs unfortunately represent a potential investment that has a return on 
investment that is lower than the return on a more traditional (for-profit) business type.  
Due to the social component of PBC operations, the ability of companies to have the 
same maximization of shareholder value as other for-profit companies is reduced.  As 
mentioned above, though, this may also be due to an underdeveloped valuation metric 
that does not translate social value into monetary terms. 
 
A larger challenge of the social venture as a whole is how to define what a “social 
venture” is.  Much as with the term sustainability, social ventures can have many 
different components spanning from economic to environmental to equity.  PBC laws, as 
discussed above, vary state by state with their requirements and definitions.  Due to the 
breadth of laws and definitions, it is often unclear what PBC even means.  This lack of 
clarity and consistency makes it difficult to know how to treat PBCs and how to best 
utilize the entity type.   
 
A final constraint for PBCs is that they can be seen as largely a marketing ploy.  Since 
there are no added legal perks to incorporating as a PBC, some believe that this 
designation is simply a legal way to solve a marketing problem35 - there are no tax 
incentives similar to nonprofits, they usually do not have the same margins as a for-profit, 
and they have to file extra paperwork.  Similar to how some companies have started 
“green-washing,” making products appear to be environmentally friendly and sustainable 
by using deceptive messaging and coloring, the argument is that companies are 
leveraging the PBC form to claim that they are providing social good and gain an 
advantage over their competitors.  If PBCs are truly necessary, there may need to be more 
of a differentiator to justify why companies should choose to take on the burdens of 
becoming a PBC that have been discussed to this point.  
 
Success Model 
 
Though not explicitly stated in the literature, I argue that another major challenge in the 
growing PBC movement is the lack of a rallying example organization36.  Until an 
organization arises, as a startup, that has the level of success necessary to attract 
traditional venture capital (i.e. de-risked returns at high enough levels to justify Venture 
Capitalist investment) in addition to foundation dollars, the PBC industry will never gain 
traction.  As an entity type that is seeking to carve a new path, it is paramount that are 
demonstrable successes to justify the risk of investing in the new entity type.  

																																																								
35 An example related to the L3C: Cohen, Rick, 24 May 2014, “Social Responsibility or 
Marketing Ploy? The Branding of L3Cs.” Nonprofit Quarterly. 
https://nonprofitquarterly.org/2014/05/27/social-responsibility-or-marketing-ploy-the-
branding-of-l3cs/ 
36	For	a	baseline	of	current	benefit	corporations,	see	the	compiled	list	from	Benefit	
Corporation:	http://benefitcorp.net/businesses/find-a-benefit-corp	
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The best hope for PBCs at this point is likely Ben and Jerry’s or Patagonia.  Ben and 
Jerry’s is an interesting example in the social venture space because it converted from a 
traditional for-profit organization to a social venture early in the movement.  The infancy 
of the laws did not, however, allow Ben and Jerry’s to start as a PBC (or any other form 
of social entity type), but Ben and Jerry’s has long held social values in high esteem, 
though that has become difficult at times as they have grown.  Ben and Jerry’s also shines 
the spotlight on the concept of a third-party certifier for the social movement.  They 
chose to use the B-Corp certification37 to show their social commitment to the world38.   
 
Even with the success of this longstanding creative ice cream business, though, it still 
lacks the startup success to attract venture capitalists and convince startup entrepreneurs 
to pursue this entity type from the onset.  Similarly, Patagonia may serve as a guiding 
presence with its new decision to be a social venture, but it was also already well-
established and popular before the switchover.  
 
Success is an interesting component of the PBC discussion.  Given the relative youth of 
the PBC law and the time that it takes for many startup businesses to find success, it is 
difficult to find a positive role model for how to make PBCs work.  Even with switchover 
PBCs like Ben and Jerry’s or Patagonia, opponents of PBCs can still point to the fact that 
those organizations had success before the switchover, meaning that the success cannot 
necessarily be attributed to the PBC entity type.  Success is necessary for the PBC entity 
type to grow, but the “chicken and the egg” scenario makes it challenging to gain the 
necessary success.   
 
Summary 
 
Looking at the varying types of PBC laws across the country, the pain points surrounding 
PBCs, the forces for, and the constraints against PBCs; there are still lingering questions 
around the necessity and legitimacy of PBCs.   
 
It is hard to argue that the concept of a social venture is anything but positive, but is there 
really a need for a completely different entity type?  Could the existing structures instead 
be tailored to incorporate more binding social components?   
 
As we move on to a discussion of business startups in general, keep these questions in 
mind as a lens.  One way or another, social ventures are becoming more popular and are 
becoming better understood in the marketplace.  Of the mechanisms available, is there a 
preferred route?   
 
VI. Traditional Startup Funding  
 
																																																								
37 “Ben & Jerry’s.” B-Corporation. http://www.bcorporation.net/community/ben-and-
jerrys 
38 Ben & Jerry’s: http://www.benjerry.com/about-us/b-corp	
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Taking a step back from PBCs, a good starting point in the discussion around revenue 
and fundraising arises from traditional, for-profit businesses, which constitute nearly 90% 
of employees in the United States39.  With these traditional business types, entrepreneurs 
generally focus on one or more of the following fundraising types: bootstrapping, small 
business loans from banks, or venture capital from angel investors. 
 
Bootstrapping 
 
Bootstrapping is the term used to mean that the entrepreneur or the startup group is 
raising funds through their own savings (i.e. raising themselves up by their own 
bootstraps).  This can take the form of direct savings from previous work, personal loans 
from the bank, soliciting money from family members, and using personal belongings as 
collateral against money invested (ex. using a house as collateral).   
 
This approach is ultimately the most common because of the comparably limited amount 
of funds available compared to entrepreneurs looking for funds.  Furthermore, 
bootstrapping is often used in the earliest stages of business development when the 
business concept still needs to be proven before more serious investors will consider 
taking the risk of investing their own money.   
 
Small Business Loans from Banks 
 
Another common form of raising startup funding for entrepreneurs comes in the form of 
small business loans from banks.  Nearly all banks have a small business investment 
operation because the loans function as a form of income for the bank40.  The amount of 
money being loaned is also usually small compared to the amounts traditionally invested 
by venture capitalists. Furthermore, the bank often has other banking relationships with 
the individuals seeking the small business loans, which means that the banks may have 
great insight into the financial stability of the person seeking a loan, as well as easy 
access to collateral in the case of a default.  As a safety mechanism, the Small Business 
Administration41 often oversees small business loans.   
 
 
 
 
 
 
Venture Capital from Angel Investors  
 

																																																								
39 Bureau of Labor Statistics. Oct 2014. “Nonprofits account for 11.4 million jobs, 10.3 
percent of all private sector employment.” 
http://www.bls.gov/opub/ted/2014/ted_20141021.htm 
40 One example: US Bank. https://www.usbank.com/small-business/credit-financing/sba-
loans.html 
41 Small Business Administration: https://www.sba.gov/ 
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Another avenue for traditional startup funding is through venture capital from venture 
capitalists42 or angel investors43.  This is a more challenging process because of the sheer 
number of entrepreneurs competing for limited funding.  Decisions about which venture 
to invest in are based on 1) presentations and business plans given to investors; 2)industry 
interests of investors; and, 3) whether entrepreneurs can sell themselves well enough to 
the particular investor.   
 
In exchange for funding, entrepreneurs give up a percentage of their equity stake in the 
company, which adds a level of complexity to the transaction.  Entrepreneurs have to 
decide the value of their budding enterprises and then go through a negotiation process to 
determine what level of investment constitutes what percentage of company ownership.  
This negotiation will be different with each investor, as each investor will have his/her 
own demands in return for investment.  The negotiation skills of the startup are pivotal 
with this transaction to make sure that they do not give up too much of their venture.   
 
 
VII. Funding Social Ventures 
 
Raising money for social ventures presents an additional set of challenges than the 
traditional fundraising mechanisms outlined above.  Venture owners need to convince 
investors not only that their business plan is financially sound, but also that the social 
mission is worth investing in.   
 
Public Benefit Corporations, as the primary social venture example in this paper, have 
one more layer of complication.  Theoretically, PBCs should have an advantage in the 
fundraising space.  They have both a social mission and function as for-profit 
organizations.  Their social missions should appeal to foundations and individual donors 
interested in that social mission, while their for-profit status should appeal to traditional 
angel investors, which is called relay investing44.  As it turns out, unfortunately, 
foundations are largely uninterested in giving money to PBCs because they are for-profits 
and angel investors are not interested in investing because the social mission often makes 
the payback period for investments too long.  How can this paradox be addressed?  How 
can PBCs capitalize on what should be a net advantage?  A few options are outlined 
below. 
 
Impact Investing 
 
In addition to the angel investing approach outlined above, a subset of angel investors 
exists that are specifically interested in social ventures.  These investors are called impact 
investors.  They make similar equity investments to angel investors, but they are 
interested in the double (or triple) bottom line of money and mission (and environment 
																																																								
42 Investopedia: Venture Capital. 
http://www.investopedia.com/terms/v/venturecapital.asp 
43 Investopedia: Angel Investor. http://www.investopedia.com/terms/a/angelinvestor.asp 
44 Huli Consulting: http://www.huliconsulting.com/research 
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for the triple bottom line).  Impact investments often have longer payback times.  
Investors are still looking for a financial return, but are also usually interested in 
investing because of personal connections to the mission focus of the venture.   
 
Program Related Investments 
 
Program Related Investments (PRIs) represent the most promising, but also relatively 
unknown, funding alternative for PBCs.  Foundations make these investments, but they 
can be given to for-profit companies (PBCs in this case) or nonprofits.  Each foundation 
is broken into two parts: the corpus and the philanthropy side.  The corpus side represents 
money that is invested in a traditional way to generate further funds for the foundation.  
The corpus represents roughly 95% of the overall funds of a foundation.  Philanthropy 
makes up the remaining 5%, which is money given away to support the social mission of 
the foundation (for example, environmental initiatives or grants for organizations fighting 
poverty)45.  Though PRIs can come from either side of a foundation46, it is more common 
to have them come from the 5% side because the returns are too low to meet the needs of 
the corpus investments.   
 
There are three rules that govern PRI disbursement by foundations474849:  

• The primary purpose of the investment is to accomplish one or more of the 
charitable, religious, scientific, literary, educational and other exempt purposes. 

• No significant purpose of the investment is the production of income or the 
appreciation of property. 

• No purpose of the investment is to lobby, support or oppose candidates for public 
office or to accomplish any of the other political purposes forbidden to private 
foundations. 

The main point of these rules is that PRIs are concessionary investments, or investments 
with better terms than an organization could otherwise receive from a traditional lender 
(i.e. bank).  PRIs should be repaid to the foundation, meaning that the same funds used 
for PRIs can, theoretically, be recycled multiple times for different projects.   
 
This recycling aspect of PRIs makes them appealing for PBCs because it can stretch the 
impact that a foundation can have by essentially allowing foundations to work as mission 

																																																								
45 Social Velocity. 2009. “Gates Foundation.” http://www.socialvelocity.net/tag/gates-
foundation/page/2/ 
46	Program	Related	Investments.	2016.	“IRS.”	https://www.irs.gov/Charities-&-Non-
Profits/Private-Foundations/Program-Related-Investments	
47 Mission Investors Exchange. 2015. “Below Market Mission Investments.” 
https://www.missioninvestors.org/mission-investing/below-market-mission-investments 
48 Schmidt: Vermont’s Social Hybrid Pioneers: Early Observations and Questions to 
Ponder. VERMONT LAW SCHOOL LEGAL STUDIES RESEARCH PAPER SERIES 
Research Paper No. 10-53 
49 Ochs and Brown, 2013, “Present at the Creation.” Socentia. 
http://minnesotabusiness.com/sites/minnesotabusiness.com/files/Present%20at%20the%2
0Creation_Dec%202013.pdf 



 Public Benefit Corporations: Pushing the Social Venture Discussion 
	 	

 

Peter	Schmitt	 	
	

23	

driven banks with sub-market interest rates.50  With this type of funding mechanism, 
PBCs would have more opportunities to gain the critical mass that they need to show 
success and then qualify for more traditional equity investments.   
 
A struggle with PRIs is that they have extra legal scrutiny.  Foundations need to ensure 
that the investment meets the three criteria above, with fines associated for PRIs 
distributed outside of those rules.51  Additionally, not all foundations are set up to 
administer PRIs.  The legal mechanism of writing a PRI is different from the normal 
work of foundations, which requires additional costs to set up (ex. legal fees for an 
underwriter).  Finally, having money come back in from successful PRIs to the 5% 
charitable distribution side of a foundation is also unfamiliar for many foundations.  
Planning for that transaction can be tricky, particularly with foundations needing to make 
sure that they meet their 5% distribution requirement to receive their tax benefits.   
 
Market Opportunity52 
 
From a series of interviews with foundations around the Twin Cities, one can start 
gaining a sense of the interest levels in PBC investment.  Themes that emerged during 
our interviews included the following:  
 

1. Though the additional PRI criteria (discussed above) are reasonably easy to meet, 
there is some extra work that has to be done by foundations to make PRIs, which 
prevents many smaller foundations from making such investments because they 
lack the legal staff or expertise to complete the transactions.  Examples of the 
extra work associated with PRIs include the different legal knowledge necessary 
to carry out this financing vehicle compared to grants, additional paperwork 
required to justify all of the criteria, internally the discussion of the financial risk 
inherent to the PRI distributor, and the mechanism to take the money back into 
the foundation as paybacks are made (there is not necessarily an established 
protocol in foundations for this function).   

2. Being classified as a PBC does not automatically make a venture “special.”  
Further differentiation needs to be made to prove that a venture is worthy of 
investment.  Traditional corporations can be equally socially conscious without 
the designation. 

3. Foundations do not yet perceive that funding for PBCs is a major problem.  PBCs 
are not coming to foundations looking for money, which may indicate that PBCs 
are not aware of this potential.  Foundations also have plenty of requests for their 
money without needing to go through the extra vetting and work associated with 
PBCs.   

																																																								
50 Ford Foundation. 2015. “Our Grants.” http://www.fordfoundation.org/grants/program-
related-investment 
51 For a more general overview of PRIs, see Huli Consulting. 
Ochs, Jeff. 2015. “Primer on Program Related Investments.” 
http://www.huliconsulting.com/research/ 
52 From personal interviews, 2015 and 2016. 
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4. If foundations move into funding PBCs, they want to see an intermediary 
organization do all of the paperwork and vetting for them.  They are even willing 
to pay a nominal fee to outsource this work.  The intermediary organization could 
be a nonprofit.   

5. PBCs need a “success story.”  There needs to be one, shining example of a 
successful (fast growing, profitable) PBC to demystify the new organizational 
designation and prove that this is more than a fad.  

6. Bigger foundations, like McKnight, are already making PRI investments in for-
profit organizations.  They would be interested in investing in PBCs, but they 
need to be of sufficient size and success to qualify for investment money from 
McKnight. This is a positive step, but it does defeat the purpose of trying to fund 
startups with this mechanism. 

 
Overall, foundations are rather ambivalent towards PBCs.  Many indicated that they 
wanted to see proof of why they should be invested in and why they are more deserving 
than traditional corporations or nonprofits.  Foundations see the potential in the future if 
PBCs become more proven (particularly McKnight), but they have enough opportunities 
to distribute their funds now without adding the complication of PBCs and PRIs.  The 
main message seemed to be that, if PBC investment is going to happen, they want 
someone else to deal with all of the associated work of those investments (an 
intermediary) and proof that PBCs could be successful (an incubator).   
 
Though there was largely consensus among the interviews, the McKnight Foundation 
provided some different perspectives as the second largest private foundation in 
Minnesota.  Some of the findings were shared here, but a full set of insights from 
McKnight can be found in Appendix C.   
 
VIII. Social Capital 
 
This paper, to this point, has largely framed an argument around the point that PBCs are 
actually a proxy for a larger discussion of how social enterprises should be accepted into 
the business world.  The inadequacy of the current startup environment for social 
organizations has forced the creation of PBC legislation to fill the void and force a deeper 
discussion of how to reform business.  In the interim, however, there are still needs for 
PBCs that are not being met.  Mainly, the challenges include startup funding and de-
risking PBCs so that they can qualify for more traditional startup measures.  To that end, 
an excerpt from the business plan of a hypothetical nonprofit, Social Capital, is detailed 
below that would meet the current needs for PBCs until the startup environment improves 
for social ventures53.   
 
Solution 
 
Social Capital provides due diligence work to help de-risk investments in social 
businesses.  The focus specifically on social businesses allows Social Capital to leverage 

																																																								
53	The	full	business	plan	can	be	found	in	Appendix	D.	
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the industry expertise of employees to provide insights into both the financial and social 
value propositions of businesses.  Additionally, Social Capital serves as a hub for social 
businesses to find startup funding.   
 
As a 501c(3) organization, Social Capital receives grant money from local and national 
foundations to be distributed as sub-market (<3% interest) loans to social businesses in 
the form of Program Related Investments (PRIs).  This mechanism allows foundations to 
more easily invest in social businesses that are mission-aligned because Social Capital 
handles all of the legal responsibility and distribution of money.  This removes the risk 
that foundations would otherwise assume by distributing Program Related Investments on 
their own.   
 
Additionally, since these monies are distributed as loans, the monies are recycled and can 
stretch their impact in the social business community.  The interest paid on the loans also 
helps defray the overhead costs for Social Capital, which allows it to run as a self-
sustaining organization.  Foundation grants are used to expand the amount of money and 
the number of social businesses that can be funded by Social Capital.   
 
Finally, Social Capital helps de-risk social businesses, which helps social businesses 
better be able to approach traditional venture capitalists for future capital investments.  
De-risking social businesses makes them more appealing to investors because the returns 
on investments are more guaranteed.  Thus, Social Capital helps both from a startup 
perspective by connecting foundation money to social businesses, while also helping 
ensure long-term success of social businesses by preparing them to succeed in larger 
capital campaigns with venture capitalists.   
 
In addition to the PRI work outlined above, Social Capital also has consulting services to 
help businesses go through the process of becoming Public Benefit Corporations (or their 
equivalent, depending on the state).  This supplemental revenue helps to add to the pool 
of available monies for distribution to startup social enterprises.   
 
IX.   Conclusions 
 
Given the above discussions about the PBC environment and the wider social venture 
space, there is still a lot to be clarified around social ventures.  Mainly: Is there a need for 
PBCs? 
 
Though it is perhaps an honorable and easy argument to say that social ventures are 
positive, it is harder to come to a unified answer as to whether PBCs are.  PBCs, 
certainly, have the benefit of bringing the discussion of social value propositions to the 
business world, but does that discussion merit a new entity type?  Is the discussion worth 
the hours or debate and legislation that went in to crafting the laws?   
 
Regardless of whether PBCs ever become popular, or even remain in existence, one can 
argue that the sheer discussion of how to incorporate social value into traditional business 
operations is necessary.  While many other components of business have adapted and 
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updated over the years (ex. just-in-time delivery vs. six sigma on the operations side), the 
business environment as a whole has stayed rather mired in a for-profit vs. nonprofit, 
money vs. mission dichotomy that needs to be revisited.  The process of changing this 
dichotomy is long and requires a large critical mass.  While that support is growing, 
PBCs represent an interim step to support social ventures until our current business 
environment changes.  Though it was certainly a hassle to create a separate legal entity, 
this interim step allows the idea of social ventures to continue to become more 
normalized so that they are ready to grow quickly as the social business environment 
develops.   
 
The business world needs to get to a point that every business, nonprofit or for-profit, 
operates with some social consciousness, whether that means paying a more livable wage 
for all employees, sourcing energy and inputs from renewable resources, or ensuring that 
all parts of the supply chain are from ethically operated proprietors.  Like any other new 
development, there are easy changes (“low hanging fruit”) such ensuring adequate 
maternity leave, and harder changes, such as ensuring that every vendor that a company 
works with treats its employees well.  Many changes in the social space rely heavily on 
cooperation between several actors, which can be very hard to coordinate and even harder 
to track.  These challenges are daunting, which may be a reason that many businesses are 
uninterested in making the legal commitments to social value propositions associated 
with formally becoming PBCs. 
 
Even without large increases in the number of incorporated PBCs, the idea of a social 
business or social venture is gaining familiarity, which is the first step in any behavior 
change.  The next step, though, is how to take that familiarity and turn it into an 
expectation that every business should operate with social principles.  This gets us back 
to the pain points of PBCs discussed.   
 
So, how can we help social businesses move from a comparably niche business type to 
become the expected way that all business operate? 
 
Many components of social business are exactly the same as running more traditional 
business types.  Social businesses still need accountants, human resource professionals, 
supply chain experts, marketing departments, and technology resources.  An important 
difference, however, is in financing options.  In order for social businesses to succeed, 
there needs to be more readily available financing options, particularly in the startup 
phase.   
 
Given the unique challenges of explaining the merits of social businesses to traditional 
venture capitalists and foundations, social businesses need a new mechanism to help 
secure the necessary financing to successfully launch and sustain business in the present 
business environment.  The current funding environment is fundamentally disadvantaging 
social businesses because capital is so much harder to raise, which makes business ideas 
that would otherwise be viable unable to get off the ground.  Even ideas that do get 
funded may be required to give up more equity in return or keep more stringent records 
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because social businesses are seen as riskier than traditional investments.  With more 
risk, a higher return is needed to make the risk worthwhile.   
 
Business needs to change.  I am not specifically saying for-profit or nonprofit, but the 
entire function.  PBCs do not exist because we need another business type.  PBCs, to me, 
exist to force us to think about social business.  They are not meant to be a long-term 
solution at all, which is clear because they are not gaining the traction needed to stand on 
their own.  Much as CSR started slowly and gained steam to its current level, PBCs are 
here to make businesses of all types realize that they need to more actively focus on 
social concerns of all types (environmental, economic, and equity).  This is where the 
power and influence of PBCs really is.   
 
By forcing a distinction between for-profit, nonprofit, and social enterprise, PBCs 
challenge the other entity types to prove that they are already operating in a social 
manner.  The pushback from nonprofits is the next step in the commercialization of the 
sector that Salamon has been talking about for more than a decade.  Patagonia and Ben & 
Jerry’s are becoming the de facto champions for the social enterprise movement.  They 
did not start as PBCs, but they are still championing the idea that a for-profit company 
can focus on social issues and remain wildly popular and profitable.   
 
Whether the move towards adding social practices to business is seen as a ploy (which 
could be argued with many of the early CSR initiatives) or as a genuine investment, the 
action of having those initiatives discussed and implanted at all is still a positive stride 
that can gain steam for the movement over time.  For example, even if a large company 
like Unilever becomes a PBC just to gain an advantage over its competitors, it still begins 
to normalize the movement for smaller companies and competitors to start incorporating 
similar practices to keep pace.  The action may begin as a ploy, but the ripple effect is an 
overall benefit to the success of the movement and the actions slowly become more than 
just for show. 
 
The point of this paper is to push on the developing conversation that PBCs are not 
necessary.  It is true, PBCs are not necessary as an entity type and will likely not stand on 
their own for long.  I argue, though, that they are incredibly necessary to force a 
discussion that is being avoided.  Instead of focusing on how many PBCs are 
incorporating around the country or how many states have adopted various iterations of 
social benefit laws, it is more important to focus on the idea that states (and the country 
as a whole) are openly having discussions about how social considerations fit into 
business.  That step is more important than anyone is giving the movement credit for.   
 
PBCs are playing by the rules that currently exist.  Entrenched business systems are very 
difficult to change.  Instead of fighting that battle from the onset, the social enterprise 
movement created a tool in PBCs that is influencing business systems organically by its 
simple existence.   
 
PBCs should bother you.  Not because PBCs are fighting for social tenants in business, of 
course, but PBCs should bother you because every business should already be focusing 
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on those social tenants.  The fact that we are still fighting for this basic consideration 
clearly shows how much more room for improvement our business systems have.   
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X.   APPENDICES 
 
Appendix A: Interview One-Pager (sent out in advance) 
 
New	to	Minnesota	-	Public	Benefit	Corporations		
On	January	1,	2015,	Minnesota’s	entrepreneurs	gained	the	option	of	incorporating	
their	social	businesses	as	Public	Benefit	Corporations	(PBC).		This	new	corporate	
form	requires	a	business	to	declare,	continuously	consider,	and	annually	report	
against	an	official	social	purpose,	while	also	allowing	the	distribution	of	profit	to	
owners.	
	
	
Why	are	Public	Benefit	Corporations	special?	
Public	Benefit	Corporations,	which	officially	pursue	a	social	purpose	and	a	profit	for	
owners	at	the	same	time,	are	uniquely	capable	of	meeting	the	goals	of	both	
philanthropic	and	for-profit	investors.		Philanthropists	can	be	assured	that	their	
social	goals	will	be	continuously	considered	and	tracked.		For-profit	investors	can	be	
given	ownership	in	the	company	and	receive	distributions	from	profits.	
	
Given	their	special	ability	to	satisfy	both	traditional	sectors	of	capital,	Public	Benefit	
Corporations	can	leverage	the	complementary	strengths	of	our	philanthropic	and	
for-profit	investment	systems.		
	

• Philanthropy, which generally excels at deploying smaller amounts of capital into 
a larger number of promising ideas or programs, can provide risk-capital during 
the idea, development, and launch stage of the enterprise.   

• The for-profit sector, which generally excels at deploying larger amounts of 
capital to scale fewer proven concepts, can provide growth capital during the 
growth and maturity stages.   

• A new class of “impact investors” that desire a “double bottom line” return will 
also see Public Benefit Corporations as uniquely capable of meeting their 
investment goals. 

	
	
The	Opportunity	for	Foundations	
Public	Benefit	Corporations	are	a	new	tool	that	foundations	can	use	to	achieve	their	
desired	impact	and	investment	goals.		During	the	earliest	stages,	PBC’s	that	advance	
a	foundation’s	exempt	purpose	can	receive	charitable	risk	capital	using	Program	
Related	Investments,	which	can	be	repaid	as	milestones	are	met	and	then	
redeployed	to	other	charitable	purposes.		As	a	PBC	matures	and	offers	market-rate	
investment	opportunities	while	also	annually	reporting	its	social	impact,	
foundations	can	make	genuine	“double	bottom	line”	impact	investments	using	
corpus	dollars.			
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Moving	Forward	
Using	their	philanthropic	and	investment	capital	together	strategically,	Minnesota	
foundations	are	uniquely	positioned	to	launch	the	Public	Benefit	Corporation	
movement	in	the	state.		Foundations	can	take	the	following	practical	steps	to	
advance	the	sector:	
	

1. Hold staff and board discussions on how PBC’s might help advance the 
foundation’s goals. 

2. Review and revise foundation articles, bylaws, charitable giving policies, and 
corpus investment policies to allow for engagement with PBC’s.     

3. Establish practical plans and tools for attracting, selecting, and supporting PBC’s. 	
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Appendix B: Sample Interview Questions 
 
Standard Questions 
 

1. What is your organizations understanding of the public benefit corporation law 
that was enacted this January?  

2. How do you think this law will impact your organization’s (or your member’s) 
charitable giving? 

3. What is your understanding of program related investments?  
4. Would your organization consider giving a PRI to a for-profit organization? 
5. Do you have a statue in your bylaws that prohibits you from using PRIs and/or 

from financially supporting for-profit companies? 
6. What other foundations or organizations do you look to for financial information 

or guidance? 
 
Pohlad Family Foundation—gave approximately $1,864,000.00 in 2014 
 

1. How do/can for-profit institutions support the causes your organization is 
committed to?  

2. What partnerships do you currently have with for-profit institutions? 
3. How satisfied would you say your organization is with the impact the grantees 

have had over the last three years? What do you think could improve the impact 
of your funding? 

4. In your grant requirements you state that you do not support startups. What is 
your rationale? Can you tell us about an experience your foundation has had with 
funding a startup organization in the past?  

5. How dynamic are your giving policies? How open to change is your foundation? 
6. How dynamic are you giving policies? How often does your board revisit 

guidelines and bylaws? 
7. How much would you consider giving to PBCs through a PRI? 

 
Minnesota Council on Foundations—does not make grants, but provides guidance and 
a community for other foundations. 

1. What major challenges and opportunities does the foundation community face in 
Minnesota? 

2. How does MCF facilitate relationships with the for-profit sector? When has this 
been successful? When has this been detrimental? 

3. How satisfied do you think your members are with the progress non-profits have 
made towards their missions? 

4. Has MCF ever provided guidance on program related investments? 
5. What is MCFs current stance on PBCs? 
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6. What challenges do you foresee with foundations getting involved with PBCs? 
 
Bush Foundation 

1. How do/can for-profit institutions support the causes your organization is 
committed to?  

2. What partnerships do you currently have with for-profit institutions? 
3. How satisfied would you say your organization is with the impact the grantees 

have had over the last three years? What do you think could improve the impact 
of your funding? 

4. The Bush Foundation funds community innovation. Does the Bush Foundation 
fund startup organizations? 

5. What role does the Bush Foundation have in spurring community innovation in 
the for-profit sector? 

6. How dynamic are your giving policies? How open to change is your foundation? 
7. How dynamic are you giving policies? How often does your board revisit 

guidelines and bylaws? 
 
Minnesota Philanthropy Partners—partnership of several existing foundations. These 
partners share resources such as administrative services.  

1. How satisfied do you think your members are with the progress non-profits have 
made towards their missions? 

2. MPP provides legal support to foundations. Has MPP ever advised on program 
related investments? Has MPP ever supported foundations in using loans rather 
than grants?  

3. What challenges do you anticipate foundations facing with support PBCs?  
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Appendix C: The McKnight Foundation 
 
As mentioned earlier in this piece, the McKnight Foundation, the second largest private 
foundation in Minnesota, has an interesting approach to PRIs outside of PBCs54.  The 
groundbreaking work that McKnight is doing warrants its own discussion within the 
realm of PBCs and social enterprise.   
 
The McKnight Foundation has been strategically developing an impact investment arm of 
its foundation that includes PRI distribution to for-profit and nonprofit organizations.  
Starting in 2014, McKnight dedicated $200 million or 10% of its endowment for impact 
investing purposes around low-carbon economies, sustainable urban development, and 
water quality55.   
 
Of that $200 Million, $50 Million was dedicated to the distribution of PRIs and MRIs 
(Mission Related Investment).  The notable part of this dedicated investment is that PRIs 
and MRIs are being used not only to support for-profit organizations, which is the 
traditional usage of PRIs, but rather also being used for nonprofits.  McKnight indicated 
that PRIs are used in the nonprofit sphere to provide financing for nonprofits at a lower 
rate than banks can provide.  This financing is usually utilized for large capital projects 
where nonprofits are otherwise generating enough revenue but need stopgap financing to 
pay for a large investment.  PRIs generally carry 1-2% interest while MRIs are between 
3-5%, both of which are oftentimes lower than what banks can offer. 
 
The major, groundbreaking component of the investments being made by McKnight is 
that they are intentionally allowing investments that are below their internal return 
expectations (roughly 8%).  McKnight has taken an important step by actively seeking 
lower returns in exchange for the success of organizations that are meeting a dedicated 
social mission in areas deemed to be of strategic importance for McKnight.  As a large 
foundation, this could be seen as an example for other foundations nationally to be more 
particular about their investment types.  Even among the corpus investment at McKnight, 
they had their portfolio managers create a specific fund for McKnight that actively seeks 
to be an environmentally conscious mutual fund.56    
 
Though McKnight has not used PRIs to support PBCs to this point, interviews indicated 
that they would be open to the idea if PBCs grow to a sufficient size to warrant 
consideration from McKnight.  As a large foundation, McKnight does not typically work 
with small grants or investments for startup companies.  The social and mission tenants 
behind McKnight’s impact investments do, however, line up well with PBCs and they 
were interested to see how the entity type develops.   
 
																																																								
54 Personal interview. February 2016. 
55 https://www.mcknight.org/impact-investing 
56 https://www.mcknight.org/impact-investing/customer and 
https://www.mcknight.org/impact-investing/leveraging-our-assets and 
https://www.mcknight.org/impact-investing/investment-returns 
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Appendix D: The Business Plan – Social Capital, a 501c(3) 
 

I. Organizational Overview 
 

Social Capital is a 501c(3) not-for-profit organization that funds startup social enterprises 
through the distribution of Program Related Investments (PRIs). These investments are 
treated as sub-market loans (>3%), which will be repaid on terms between 3-10 years, 
depending on the size of the loan.  Additionally, it provides consulting services to aid 
organizations in becoming PBCs (or equivalent, depending on state).   

 
II. Internal Organization 

 
Internally, Social Capital is organized into three functional areas under the Executive 
Director: fundraising/donor development, due diligence, and legal.  Each area is headed 
by a manager, with a series of employees beneath him/her depending on project size and 
need.  Each manager also communicates progress, timelines, and needs with the other 
two managers, as well as the Executive Director.   
 
In order to maintain the highest employee quality and engagement, Social Capital runs a 
rotational program over the first two years of employment, where each employee works 
for 8 months in each of the three functional areas before coming to a mutual choice with 
management as to where he or she fits best within the organization.  Additionally, this 
rotational model ensures a high level of understanding of the entire organization for every 
employee and creates a close-knit, supportive culture.   
 
There are currently discussions about adding a for-profit arm to Social Capital to better 
allow traditional for-profit investors access to vetted social businesses.  This new arm 
would essentially represent an investment broker and would collect a small fee for the 
due diligence work performed, while the investors would negotiate the equity 
investments directly.   
 
III. Problem 

 
Public Benefit Corporations (PBCs) need greater access to startup financing resources 
because their social value propositions make finding traditional startup funding difficult 
due to lower projected returns on investment.   
 
Additionally, foundations need a way to more easily distribute money to PBCs and other 
mission-aligned, for-profit companies.   
 
IV. Our Solution 
 
Social Capital provides due diligence work to help de-risk investments in social 
businesses.  The focus specifically on social businesses allows Social Capital to leverage 
the industry expertise of employees to provide insights into both the financial and social 
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value propositions of businesses.  Additionally, Social Capital serves as a hub for social 
businesses to find startup funding.   
 
As a 501c(3) organization, Social Capital receives grant money from local and national 
foundations to be distributed as sub-market (<3%) loans to social businesses in the form 
of Program Related Investments (PRIs).  This mechanism allows foundations to more 
easily invest in social businesses that are mission-aligned because Social Capital handles 
all of the legal responsibility and distribution of money.  This removes the risk that 
foundations would otherwise take on by distributing Program Related Investments on 
their own.   
 
Additionally, since these monies are distributed as loans, the monies are recycled and can 
stretch their impact in the social business community.  The interest paid on the loans also 
helps defray the overhead costs for Social Capital, which allows it to run as a self-
sustaining business.  Foundation grants are used to expand the amount of money and the 
number of social businesses that can be funded by Social Capital.   
 
Finally, Social Capital helps de-risk social businesses, which helps social businesses 
better be able to approach traditional venture capitalists for future capital investments.  
De-risking social businesses makes them more appealing to investors because the returns 
on investments are more guaranteed.  Thus, Social Capital helps both from a startup 
perspective by connecting foundation money to social businesses, while also helping 
ensure long-term success of social businesses by preparing them to succeed in larger 
capital campaigns with venture capitalists.   
 
In addition to the PRI work outlined above, Social Capital also has consulting services to 
help businesses go through the process of becoming Public Benefit Corporations (or their 
equivalent, depending on the state).  This supplemental revenue helps to add to the pool 
of available monies for distribution to startup social enterprises.   
 

V. Value Proposition 
 

a. Social Business Proposition 
 
Social Capital provides social value by serving an underserved group, paying a living 
wage, and ensuring that our clients also have strong social values.  Social businesses are 
not currently being adequately served by the market, which we aim to remedy through 
our service offerings.  Additionally, we attract top local talent by offering a competitive 
salary and benefits while allowing employees quick promotion opportunities, use of their 
unique expertise, and a work-life balance that is hard to find at other companies.   
 

b. Financial Business Proposition 
 
Even though Social Capital is incorporated as a 501c(3) organization, our operations are 
self-funded through the interest on the loans that we distribute.  We supplement this 
income with the grants from foundations that we in turn distribute to social businesses 
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through PRIs.  Additionally, we provide due diligence and legal services, which also 
bring in revenue for our operations.  
 
During the early years of client development, Social Capital will also function as a 
consultancy to help companies that are seeking to become PBCs (or other social benefit 
forms, depending on their state) work through the necessary steps and implement any 
needed changes.  The fees for these services will help to sustain Social Capital as the 
organization continues to raise money for ongoing PRI distribution, in addition to serving 
as a lucrative revenue generation arm for the company.    

 
VI. Market Summary 
 
With 2100 social benefit corporations already incorporated nationwide over the first 8 
years of existence of any kind of legislation, there is a demonstrated interest in the social 
venture movement.  Though this number seems small, it also has to be considered that 
many states did not have proper legislation in place for social ventures during this time.  
The number of states now number 28, which is significant growth over a short time.  As 
that number continues to grow, corporations of all sizes will continue to need help 
navigating the transition.   
 
Particularly in Minnesota, which only has 50 currently incorporated PBCs, there is a lot 
of room for more growth as the entity type becomes more familiar and popularity grows.  
If we assume a 50% growth over the next 2 years (during the initial introduction years) 
based on the influx of early adopters before slowing down to 10% growth for all years 
following, we can still assume that there will be more than 500 PBCs in Minnesota by the 
end of 2020.   
 
Looking at both revenue-generating arms of Social Capital, there is great potential given 
the current timing and growth projections.  On the consulting side, the early stage of the 
PBC legislation represents the biggest potential for client solicitation in the short-term.  
On the PRI distribution side, the growth of this entity types will allow for increased 
competition for PRI funds and allow Social Capital to quickly build a robust portfolio of 
investments that will bring in revenue for years to come.   

 
VII. Channels 
 
We will utilize our existing market of foundations and nonprofits to solicit a worthy 
candidate pool of social businesses to apply for our assistance.  Additionally, we will 
solicit applicants through our website, newsletters, and social media postings.  Each 
organization seeking funding from Social Capital will go through a rigorous application 
and assessment process on an ongoing basis.   
 
For our consulting operations, we will grow our client base through a mixture of word-of-
mouth recommendations, presence at national events for social businesses (such as Net 
Impact and SXSW), our website, recommendations from social business resource 
platforms (such as B Lab), and a small amount of targeted advertising.  With the growing 
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popularity of social businesses, we are confident that there are enough channels for Social 
Capital to pull from for both sides of the business. 
 

VIII. Pilot 
 
To prove the viability of the PRI distribution of this business, we will begin with small 
PRI distributions with money from a single grant from a local foundation.  The first PRI 
will be a short-term loan to be able to quickly recycle the funds and begin the expansion 
process.  Our goal is to solicit a $100,000 grant from foundations and use it to distribute 
2-3 PRIs at $25,000 each with 1-year payback periods.  The remaining money will go to 
pay for our initial labor, office costs, legal fees, etc.   
 
After the initial success of this idea can be proven, we hope to use the examples as a 
springboard to solicit further grant money to begin to broaden our impact on the social 
business community.  More money also allows us to have more PRIs distributed at once, 
instead of needing to constantly wait to receive the payback before distributing new PRIs.  
Our goal is to quickly grow to a $10 million organization with 50+ PRIs distributed at 
any given time.   
 
In order to prove the viability of the consulting side of this business, we will solicit 3 
businesses that are seeking to convert to a PBC to work with.  Through these 
engagements, we will be able to determine a price point, the amount of time needed per 
client, what ancillary services we can additionally offer, and how best to solicit further 
clients.  These clients will provide initial revenue and valuable information to validate the 
business.  Initial success here will also better establish Social Capital in its continued 
push for financing from foundations and philanthropists during a time when the initial 
PRIs are still waiting to be paid back. 
 
IX. Scalability 
 
Given that social businesses are not limited to any one region or industry, Social Capital 
feels that its model is widely scalable regionally and nationally.  By locating expanded 
branches of Social Capital in urban areas, it allows Social Capital to continue to pull from 
major foundations and attract top talent.  Though applicants can, of course, come from 
urban, suburban, and rural areas, we feel that by strategically locating in major urban 
centers, it provides us the best opportunity to attract top talent and to be more widely 
visible among for-profits, nonprofits, and social businesses.   
 
Social Capital aims to expand to 3 cities in the first 6 years of operation, with 1 city being 
in the same region and 1 being elsewhere on nationally, in order to test both the regional 
and national effectiveness of the business.  Much of the expansion will be dependent on 
the presence of large foundations, existing relationships, and existing business startup 
environments.   
 

X. Team Needs 
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In order to ensure the success of this organization, Social Capital will be seeking out the 
best talent in law, business, and public policy.  We want to ensure due diligence is 
performed at the highest level because the success of our venture will be highly 
dependent on the success of our first investments.   
 
Additionally, our organization will be seeking board members with backgrounds at 
foundations, law firms, and as entrepreneurs to make sure that we can build relationships 
with the correct groups to continue to grow.  We are also specifically seeking board 
members with connections to foundations in order to establish the best possible 
relationships while soliciting grants to continue our own operations.    
 
X.  Moving Forward and Significant Challenges 
 
It is important to also address the challenges ahead for the idea of PBCs and temper some 
initial enthusiasm.  The greatest struggle for PBCs to this point has been legitimacy.  
Should anybody care about this new entity type?  Why was the entity type necessary and 
is it only a passing fad?  Are there enough budding PBCs in the startup space to justify 
substantial investment in PRI infrastructure?   
 
In a slightly more positive vein, is the PBC trend simply being used as a proxy for a 
larger discussion on social missions in the for-profit world?  If so, what will the business 
environment look like in 5, 10, or 15 years?  Can Social Capital simply fill the void until 
the entire industry changes? 
 
The importance in these questions is the inherent risk in any business, for-profit or not 
for-profit.  Social Capital is an example of a viable business model given the current 
environment for social businesses.  If the movement continues to grow as it has over the 
past few years, this model would represent good timing to take advantage of a market 
opportunity.  If, however, this movement turns out to be a fad or a placeholder for a 
larger social mission discussion, a significant would need to be made for this organization 
to survive.  Finally, if this movement never develops the legitimacy that it is desperately 
working for, this organization could be added to a long list of failed startups.  Without 
legitimacy, it is unlikely that this organization would ever get funding from foundations 
or philanthropists to even get it off the ground.   
 
Businesses of all types are heavily dependent on timing, legitimacy, and money.  Without 
all three, it is nearly impossible to succeed in the long-term.  Social Capital is relying on 
its timing and the developing legitimacy of the movement to bring in money.   
 
 
 


