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Working with mission-aligned businesses is the key to supporting the 
change Veritable Vegetable desires. We have always been willing to 
pay more for products or services that are aligned with our values. 

 
–Gerilyn Botting, CPA CFO, Veritable Vegetable 

 
 
 
In the late 1960s, as Cheese Whiz began to make way for organic cheddar, members of 
San Francisco Bay Area food-buying clubs began to take control of their own food 
procurement. By the early seventies, there were hundreds of food-buying clubs in the 
Bay Area, the members of which were enjoying brown rice, tofu and whole grain flour 
for the cheapest prices possible - a far cry from the processed food that was taking over 
grocery stores at the time. By the mid-seventies, club members began discussing 
abandoning the food-buying clubs as a whole to make room for a more equitable way of 
serving the people.1  
 
What arose was known as the People’s Food System - a revolutionary democratic 
distribution network that extended throughout the greater San Francisco Bay Area, with 
a mission of providing a local, community-controlled alternative to the existing 
corporatized food system. Cooperative storefronts began appearing all over the Bay 
Area, with groceries such as Seeds of Life (Semillas de Vida), Rainbow Grocery, and 
the Inner Sunset Community Foodstore leading the charge. Supply collectives including 
Veritable Vegetable were established to supply the produce, Uprisings Bakers to supply 
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the bread, and Red Star Cheese to supply the dairy. By the mid-1970s the anti-
establishment food system was in full force, employing hundreds, and feeding low-cost, 
nutritious food to thousands, while promoting the benefits of not-for-profit economics, 
and radical social change. 
 
Despite their indispensable social missions, by the end of the 1970s, the challenges of 
real cooperation within and between organizations began to take its toll on the idealistic 
anti-establishment food system members, and the majority of collectives disappeared.2 
Although their pioneering for-profit, values-centric structure didn’t meld with the 
traditional bankers or the do-good philanthropists, Veritable Vegetable was dedicated to 
survive beyond the collapse of the People’s Food System. Unsurprisingly, their 
dedication came not from the all-to-familiar hunger for perpetual profit, but rather from 
their unrelenting commitment to supporting the network of small-scale organic farmers 
that had begun to rely on their presence and the sustainable practices and policies that 
they represented. Many of these farmers were already struggling to survive in the face 
of large-scale agribusiness and suburban development. 
 
 
A Modern-day Social Enterprise: 
Veritable Vegetable is a female-owned, for-profit, organic produce distributor that 
services more than 500 independent cooperatives, retailers, restaurants, schools, 
campuses and wholesalers. They purchase their organic fruits and vegetables from 
over 220 small and medium-sized growers, helping them to increase their market 
access and maximize their return. Veritable Vegetable then transports and supplies 
their produce to buyers throughout California, Nevada, Arizona, New Mexico and 
Colorado, with shipments to Hawaii. 
 
As a certified B-Corp, and the longest-running organic food distributor in the country, 
Veritable Vegetable’s values are embodied on a daily basis through the way they treat 
their environment, their employees, and their community. 

 
Environment: Veritable Vegetable measures and manages its waste diversion 
rate, limiting the number of disposable materials and products. As a result, they 
only send 1% of their on-site waste to landfill, an accomplishment supported by 
the fact that most of the company’s purchases qualify as either sustainably- 
sourced, recyclable, made from recycled material, fair trade, remanufactured or 
bought in bulk. Not only do they have all of the appropriate buckets for breaking 
down recycling, but they also invest heavily in employee training programs - 
which benefits society as workers carry these practices out in their lives beyond 
the workplace.  
 
Veritable Vegetable also works closely with their farmers to reduce waste before 
it gets to their distribution center. For example, when Veritable Vegetable’s 
buyers were demanding larger quantities of baby greens, Veritable Vegetable 
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worked with their farmers to transition from 4lb boxes to 12lb reusable plastic 
crates (known as RPCs) and reusable plastic pallets, which can be sent back to 
the growers after they have been used. In addition, in the last few years the 
company adopted a product called Pallet Wrapz that uses Velcro to hug their 
pallets and replace traditional single-use plastic pallet wrap. In addition, 30% of 
their electricity consumption is produced by their on-site solar array, and their 
award winning hybrid truck fleet and temperature controlled trailers are 35% 
more fuel efficient than an industry benchmark, which saves the company over 
41,000 gallons of fuel each year. These are environmental feats that provide 
equal benefits on their income statement, shown, in part, by the reduction in fuel 
costs as a percentage of revenues from 2.7% in 2012 to 1.8% in 2015.3  
 
Employees: It’s clear that Veritable Vegetable is a company that prides itself on 
its diverse workforce with its egalitarian hiring practices, equitable wages and 
excellent benefits. Veritable Vegetable provides entry-level wages that are 25% 
higher than the local living wage, and 42.3% above the SF minimum wage, 
compensation that yields an unconventionally equitable 5:1 ratio between their 
highest and lowest paid employees. Veritable Vegetable employs a 135-person 
staff that is 67% women, all while consistently reinvesting profits back into its 
employees through salaries, benefits and development opportunities. In addition 
to standard tech startup-level employee benefits, Veritable Vegetable is seen by 
many as the North Star when it comes to employee benefits: 
 

• 401(k) plan in socially responsible mutual funds 
• Infant support benefits 
• Weekly in-house 10 minute massages and credit for four massages per 

year 
• Boot allowance for drivers and warehouse workers 
• Free vegetarian and vegan meals and access to fresh, organic juices 
• Worker Food Program enabling staff to bring home fresh, organic produce 

below retail prices 
• Incentives for voting in elections 

 
Community: Veritable Vegetable’s commitment to sustainability extends beyond 
the company’s internal structure. Over 26% of the company’s sales volume 
comes from customers located in underserved communities or food deserts, as 
defined by the USDA.  In 2015, $58,607 was donated to community 
organizations and schools to build awareness of, and support for, a sustainable 
food system. And to top it off, in over 40 years of operation, Veritable Vegetable 
has developed certification standards, passed food and agriculture legislation, 
helped to unify the produce community, and supplied healthy, fresh foods to 
communities all over California and beyond.  
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Image 1: Credit: Veritable Vegetable & Melissa Tatge Creative  

 
In addition to their social, political and environmental accolades, many of which exceed 
that of a well-funded nonprofit, Veritable Vegetable has remained a successful business 
from a strictly financial perspective, achieving scale in a very unconventional, yet 
measured way. In 2015 the company generated more than $50 million in revenue, a far 
cry from the $40,000 they brought in during 1974, and they pride themselves on their 
stable, steadily increasing cash flows. However, the company has never accepted the 
convention that for-profit companies are supposed to idolize deep cash reserves. So 
even with a healthy $49 million of revenue in FY14, the company only produced 
$97,000 in profits, a clear indication of their dedication to reinvesting in their 
environment, their employees, and their community.  
 
 
Financing Hurdles: 
Veritable Vegetable’s dedication to a triple bottom line means that they have spent a lot 
less time focusing on profit and financial ratios than the typical for-profit company. Their 
anti-establishment roots have meant that they have decidedly been placed outside “the 
system”, largely out of the purview of traditional financial institutions, which are often the 
first stop for companies with strategic plans for stability and growth. However, like many 
for-profit social enterprises that selflessly compromise financial profit for social and 
environmental value creation, Veritable Vegetable has found it almost impossible to rely 
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on financial partners to grow the business. Their success has been, as Don Shaffer, 
CEO of RSF Social Finance, puts it:  
 

…hampered by the current division of capital resources into overspecialized 
sectors, such as venture investing and charitable foundations, that fund only 
narrowly defined types of enterprises at particular stages. 

 
In other words, Veritable Vegetable’s ability to grow into the country’s oldest food hub 
with an immensely positive social and environmental impact has been thanks to their 
own ingenuity and persistence. Other than a mortgage that Veritable Vegetable secured 
from New Resource Bank, a socially-conscious bank in San Francisco, a small line of 
credit that they have since retired, and a handful of small equipment loans and grants, 
the company has never raised equity or taken on debt to finance the company for 
growth. However, being forever excluded from the traditional financial system is not 
something the company had expected.   
 
Gerilyn Botting, Veritable Vegetable’s CFO, made it clear that the company has had 
difficulty communicating their value to traditional financial institutions. Their limited cash 
reserves and a net profit margin that hovered between 2% and 6% between 2012 – 
2014 (a margin that lenders typically expect to be between 20-40%) were to blame. She 
explained:  
 

Conventional financial partners expect conventional ratios.  I regularly try to 
explain how a triple bottom-line company is stronger and more stable and how 
business decisions motivated by energy efficiency reduces our expenses. 
However, conventional financing has no provision for adjusting financial 
expectations of a social enterprise with a very low net profit margin and low cash 
reserves.  We consider ourselves successful when, at the end of the year, we’ve 
paid our farmers fairly, paid our staff above a living wage, and supported our 
broader community.   (Table 1): 

Table 1: Financial position 2012-2014 

 

Veritable Vegetable’s Financial Position 2012-2014 (in thousands) 
 12/31/2012 12/31/2013 12/31/2014 
 $000 $000 $000 
Cash $82 $3 $183 
  Revenue $42,242 $46,097 $49,499 
  COGS $28,488 $31,220 $33,587 
  Gross Margin $13,754 $14,877 $15,912 
  Operating Expenses $13,800 $14,458 $15,629 
  Income (Loss) from Operations $(46) $419 $283 
  Other Income/Expenses $114 $(137) $(188) 
  Net Income $68 $282 $97 
Net Profit Margin 2% 6% 2% 



Veritable Vegetable 2.0: 
Veritable Vegetable has long been a poster child for how to run a successful social 
enterprise at scale. However, in 2012, when demand for the company’s product began 
to outpace the spatial capacities of their 44,000 sq. ft operation, the company was faced 
with the reality that they were going to have to figure out an alternative financial 
solution. As Nygrens explained: 
 

When we founded the company we were the alternative system trying to create 
something that hadn’t been done before. We’re still learning how to educate 
investors about the realities of a social enterprise.    

 
If the company wanted to meet the growing demand for their farmers’ produce, 
particularly the smaller producers that demanded more complex inventory management 
efficiencies, it was clear they were going to need more space, so they crafted two 
options: 
 

1) Their “Under One Roof” master plan was to have the entire company in one 
warehouse. It would require a massive investment, buying a 100,000 sq. ft. 
building that would be able to service the company’s increasing demand for 
decades into the future, as well as meet the needs of the community by co-
locating with other sustainable food businesses and community food 
organizations - $25 million.  

2) The more realistic 5-10 year, plan was to expand their existing 10,000 sq. ft. of 
leased warehouse space by merging it with an additional 20,000 of leased 
adjacent space for a combined 30,000 sq. ft., and invest heavily in renovations to 
transform it to a state-of-the-art warehouse facility - $4 million. This, combined 
with their existing warehouse space would total 64,000 sq. ft. of operating space.   

Regardless of which decision the company chose to go with, with only $3,000 of cash 
on hand at the end of 2013 (Table 1), it was clear they would not be able to do it alone.  
 
From an outsider’s perspective, wouldn’t it be easier, with nearly 100 percent of the 
company’s profits reinvested in the company, the community, or their farmers, to 
transition to a nonprofit structure that allows the company to easily accept grant funding 
from philanthropic funders that understand and respect their mission? According to 
Nygrens, although the company has considered adding a nonprofit arm to make it 
easier for the company to accept grants for some of its more charitable projects, the 
company has never considered switching from a for-profit Benefit corporation to a 
nonprofit. Although she admitted that grants can make the implementation of a good 
project feasible, she made it clear that she does not advise being reliant on grants to 
fund business operations. Nygrens clarified: 
 

It seems that nonprofits are always chasing money, and they end up relying on 
philanthropy to survive. In 2008 for example, when foundation money dried up, 
for-profit business showed up in a whole new way. There is more freedom in 



structuring as a for-profit, it's a little less time invested in the overhead of writing 
grant proposals and reporting the benefits.  

 
Therefore, it was clear that Veritable Vegetable was going to need to find investment 
partners capable of financing a multi-million-dollar transaction. Constrained by space, 
limited by cash flow, and determined to prove to the business community at large that 
socially and environmentally conscious, ethically-run for-profit companies could stand 
the test of time, Veritable Vegetable knew that they had to get creative if they were 
going to be able to respond to the changes in the industry and their financial needs. 
 
 
Enter Integrated Capital:   
Although it’s still part of their long-term plan, it became evident that buying a 100,000 
sq. ft. building in Veritable Vegetable’s hometown of San Francisco, which was stuck in 
a seemingly never-ending real estate bubble, was unrealistic at that time. Therefore, the 
second option, to expand their current leased 10,000 sq. ft. warehouse space to 30,000 
sq. ft. (in addition to their existing 34,000 sq. ft.) by merging it with the vacant space 
next door, was more approachable despite it being strategically risky. The company 
knew it would be able to absorb the additional lease payments, but the transition 
required $4 million in lease-hold improvements to the warehouse such as refrigeration, 
trailer docking, and storage efficiencies, the benefits of which could be be lost at any 
time if the property owner decided to sell the property.  
 
Despite the risk, New Resource Bank, a values-aligned certified B Corp, was quick to 
express interest in helping the company through this next phase given the extended 
relationship it had with the company and the collateral it held in the form of increased 
value of Veritable Vegetable’s	 original building (the original mortgage to which New 
Resource had funded). However, given Veritable Vegetable’s financial position and its 
limited amount of collateral, New Resource Bank was only able to lend $1.6 million. 
Veritable Vegetable was experiencing first-hand the financial-social return gap, a 
phenomenon familiar to social enterprises where the social value of their operations is 
enormous, but the cost of funding them outweighs the monetary return.  
 
To build a thriving social enterprise sector, and support companies like Veritable 
Vegetable, investors are beginning to realize that the key to closing the financial-social 
return gap is to syndicate different forms of capital (equity, debt, gifts, and loan 
guarantees) potentially from different impact funders (venture capitalists, foundations, 
government agencies and community banks), to meet the enterprises’ needs --  an 
innovative process known as “integrated capital” or “blended value”. As Anthony Bugg-
Levine, CEO of the Nonprofit Finance Fund, Bruce Kogut, Professor of Leadership & 
Ethics at Columbia Business School, and Nalin Kulatilaka, Professor of Management at 
Boston University explained: 
 

Essentially, the insight is that you can treat the funding of a social enterprise as a 
problem of financial structuring: The enterprise can offer different risks and 
returns to different kinds of investors instead of delivering a blended return that 



holds for all investors but is acceptable to very few. This new approach to 
structuring can close the financial-social return gap.5 

 
Veritable Vegetable knew it needed to get creative in how it was going to finance the 
improvements, since other than their relationship with New Resource Bank, 
management had never financed the company in any way, meaning that they had built 
very few investor relationships and they weren’t profitable enough to approach 
traditional financial markets. Although creativity has been modeled in some respects on 
syndicated lending, which has existed for some time to spread risks among different 
capital sources, this new form of integrated capital financing takes it to the next level by 
accounting for different types of returns. To mitigate their credit risk, New Resource 
Bank worked with Veritable Vegetable to secure a $1.6 million loan guarantee from the 
California State Guarantee Fund, a state-funded program that uses loan guarantees to 
encourage financial institutions to invest in companies dedicated to serving low- to 
moderate- income communities.6 	
 
RSF Social Finance is one of the pioneering funders experimenting with integrated 
capital as a way to finance catalytic social enterprises. RSF and New Resource Bank 
both brought a strong desire to support Veritable Vegetable to realize this project.  RSF 
agreed to use the State Guarantee to match New Resource Bank’s $1.6 million loan 
with an additional $1.6 million (totaling $3.2 million), reducing Veritable Vegetable’s 
funding gap to $800,000. This remainder was an approachable, but still unsurmountable 
sum given the fact that Veritable Vegetable only had $183,000 in cash at the end of 
2014. Determined to bring the deal to fruition, and bolstered by their unique structure as 
a nonprofit financial institution with multiple different types of capital and deep 
relationships in the space, RSF set out to close Veritable Vegetable’s gap.  
 
To begin, RSF engaged its philanthropic fund to address Veritable Vegetable’s lack of 
collateral by issuing a $270,000 unsecured loan, which is a tax regulation nightmare, 
and the first of its kind for the company. Second, it issued a $33,000 grant from the 
same fund, a matching gift needed to secure a $100,000 grant that Veritable Vegetable 
had received from the USDA, bringing the total funding up to $3.6 million.  
 
Finally, RSF tapped their vast network of high-net-worth individuals, a group that has 
expressed interest in co-investing alongside RSF on specific deals. RSF immediately 
garnered interest from a single individual who was interested in investing the full 
$400,000; however, RSF declined, instead making a decision to find 3 more individuals 
to split the $400,000 four ways. It was a successful strategic decision that helped build 
Veritable Vegetable’s Rolodex of trusted investors for projects they might have down 
the road.   
 
The amount of staff time, relationship capital, and actual grant money that were required 
from RSF and others to make this deal come together are what Alex Haber, Program 
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Manager of RSF’s Philanthropic Services, calls "the cost of transformation". He 
explains:  
 

From an investment perspective, RSF's margins were compromised by the sheer 
number of staff hours that were required to put a deal like this together. Even if 
all of the financial assets are not RSF's, all of the relationship capital is theirs. It 
costs a lot of human capital time, years of relationship building, and grant money 
to fund RSF's operating budget to allow RSF to catalyze a deal like this. Not to 
mention the local initiatives fund that allowed Veritable Vegetable to unlock the 
USDA grant. This deal will cost RSF more than they will make on it, but it's also 
one of the first times they've done something this complex. Although each future 
deal will always be different, the costs will go down.  

 
The unique integration of secured (collateralized) debt, unsecured debt, grants, loan 
guarantees and relationship capital were exactly what Veritable Vegetable needed to 
close their $4 million social-financial return gap and ensure they are able to grow with 
their farmers. As Gerilyn Botting, Veritable Vegetable’s CFO, puts it:  
 

I expect our future to be more stable after our expansion, because the 
efficiencies gained will allow us to move product with more accuracy and the 
refrigerated docks will preserve the cold chain, decreasing quality breakdown of 
product. This will result in lower payroll as a percentage of sales, less product 
loss, increased customer satisfaction for quality and pull accuracy.  This is the 
next level and our new warehouse will allow us to begin utilizing technology that 
will further increase our efficiency and accuracy. Additionally, this new space and 
new equipment will provide a better work environment which will increase 
employee satisfaction. 

 
The projections for Veritable Vegetable’s future include strong growth and operating 
efficiencies from the improvements. As a result, operating income is expected to 
improve each year after the build-out is complete.  
 
 
Conclusion: 
In the early days of the People's Food System, Veritable Vegetable’s unifying principle 
was "food for people, not for profit". Though the company is profitable, and proudly so, 
these words still resonate for the business today. Though their business has grown to 
support over 220 growers and over 500 customers, they continue to operate with the 
greater community in mind, offering transparent and fair prices when buying, selling and 
hauling, providing good wages, benefits and equipment to their staff, and being a voice 
for sustainable business and policy reform. Food distributors traditionally are seen as 
middlemen that offer only transportation and logistics, but as its long list of 
accomplishments attests, Veritable Vegetable isn’t one to stand on tradition. As 
Nygrens remarked: 
 

We want to use our creativity and imagination to reframe the role of a distributor, 



to be a collaborator with others in support of a more equitable food system for 
everyone. 

 
With its innovative organizational structure, desire for radical change across the 
sustainable food system, and commitment to triple bottom-line results, Veritable 
Vegetable was born to uplift farmers, the community, and society at large. Therefore, 
Veritable Vegetable’s funding story is uniquely transformational. It is one that singularly 
defies modern portfolio theory, and questions the convention that the purpose of an 
investment is to maximize profit. 
 
 
 
Appendix: 
 
Appendix A: Illustration of Veritable Vegetable’s Capital Stack 
 

 


