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Better Business Bureau: Protecting 
Consumers	and	Dealing 	with	Or-
ganizational Ethics Challenges 

INTRODUCTION 

The	 National Advertising Division (NAD) was created	 to	 ensure	 the	 credibility and	 truth-
fulness	 of advertising	 claims. It is	 a	 part of the	 Better	 Business Bureau (BBB), one of	 the 
best known	 self-regulatory	 trade	 associations	 in	 the	 United	 States. Self-regulation	 ex-
presses	 a	 commitment on a company’s part to adhere to certain rules that demonstrate 
best practices	 and social responsibility. Although their standards do not	 have the force 
of law, companies	 that engage	 in	 self-regulation	 agree	 to	 go	 beyond	 what is	 legally	 re-
quired. Trade	 associations	 such	 as	 the	 Better	 Business	 Bureau	 create	 self-regulatory	 
programs	 for	 their	 members. The	 BBB	 uses	 its	 website,	newspapers,	and 	the 	media to 
inform consumers of	 businesses who violate these standards. They may also receive low 
ratings	 in	 BBB	 reliability	 reports, and	 accredited	 members	 can	 be	 expelled from the	 as-
sociation. The	 BBB	 consists	 of hundreds	 of local chapters	 across	 the United States	 and 
Canada that operate independently	 but work	 together	 through the umbrella	 organiza-
tion 	called 	the 	Council	of 	Better 	Business 	Bureaus 	(CBBB). 

Because	 the	 CBBB	 recognizes	 the	 importance	 of advertising’s	 influence	 on	 consumers, it
established	 the	 National Advertising	 Review Council (NARC)	 in	 1971	 in	 conjunction	 with 
the 	Association 	of 	National	Advertisers 	(ANA) 	and 	other 	advertising 	associations.	The 
NARC	 establishes policies and procedures for the investigatory	 arm of the	 Council, the	 
National	Advertising 	Division 	(NAD). 

The	 NAD	 is an important form of self-regulation	 in	 developing	 a	 transparent market-
place	 between	 businesses	 and	 consumers. The	 division	 has	 helped	 many	 consumers	
avoid falling	 prey	 to advertising	 scams, and it provides	 important information	 on	 the	 
ethical practices	 of an	 organization. Those	 companies	 failing	 to	 resolve	 consumer	 com-
plaints	 often 	have 	their 	ratings 	downgraded,	a 	practice 	that	alerts 	consumers to 	exert	 
caution	 in	 dealing	 with them. Conversely, accredited	 members	 of the	 BBB	 or	 non-
accredited members	 with high ratings	 are	 generally	 perceived to be	 more	 honest. Busi-
nesses	 that wish	 to	 become	 members	 of the	 BBB	 agree	 to	 comply	 with	 eight ethical prin-
ciples	 to promote	 trust in	 the	 marketplace. Accredited	 members	 must pay	 a fee	 to	 be	 a 
member. 

The	 NAD	 and	 the	 BBB are	 not without their share	 of critics. Although	 they claim to	 rate	
both members	 and nonmembers	 objectively, some	 argue	 that the	 fee	 structure	 could 
taint	the 	perceived 	objectivity 	of 	their 	ratings. Misconduct	committed 	by certain	 chap-
ters 	cast	a 	cloud 	over 	the 	BBB’s 	reputation.	BBB 	chapters 	collect	information and report
on	 businesses	 within	 their	 district, and	 each	 chapter	 must maintain	 objectivity	 stand-
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BBB	 reliability	 reports	 are	 accessed	 by	 consumers	 millions	 of times	 each	 year. Consum-
ers	 can	 view	 these	 reports	 online	 or	 request paper	 copies. The	 BBB	 website	 also offers	 
fraud protection along	 with charity accountability and effectiveness education.	Other
services	 include	 consumer	 and	 business	 education; advertising	 review services; a	 BBB	 
Military Line to	 support military families with	 questions regarding finances, insurance, 
and additional topics;	 a	 resource library;	 and recent articles	 on	 a	 wealth of	 information. 
The	 organization has a self-regulation	 program to	 enhance	 consumer	 confidence	 in	 elec-
tronic 	retailing.   n n   DY
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The	 process to	 become	 accredited	 starts with	 applying to	 the	 local BBB branch. The	 BBB 
reviews	 the	 business’s	 practices, and	 if it decides	 these	 meet the	 organization’s 	high 
standards, the	 business	 can	 receive	 accreditation. To	 become	 fully 	accredited, a	 business 
must become a member and pay a membership fee to cover accreditation 	expenses.	Ac-
credited businesses	 can	 display	 the	 BBB	 logo	 on	 their	 websites	 and	 literature. 

The	 BBB rates businesses based	 on criteria including the	 number of complaints filed
against a	 business, the severity	 of	 the complaints	 and whether	 the company	 takes	 ade-
quate	 steps	 to	 address	 the	 issues, and the 	experience 	the 	BBB 	has 	had 	with 	the 	organiza-
tion.	Prior to 	2009 	the 	BBB 	used a 	Satisfactory/Unsatisfactory 	rating system.	Those
businesses	 with few complaints, or	 which had complaints	 that were	 promptly	 and ade-
quately	 resolved, tended	 to	 be	 rated	 as	 Satisfactory. Those	 that had	 many	 complaints	 
and failed to follow up	 with consumers	 might be given	 an	 unsatisfactory rating. 

After	 June	 1, 2009, the	 BBB	 revised	 its	 rating system to	 reflect the	 different types	 of
businesses	 in	 the	 marketplace. The	 BBB	 developed a	 formula	 of	 seventeen	 different 
metrics used to arrive amienmidn32S
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another	 case, a	 blogger	 created a	 fictional racist skinhead	 website	 entitled	 Stormfront, 
with	 the	 president listed	 as Aryn Whiting. After paying $425, the	 website	 was awarded	 
an	 A+ rating. 

Criticism continued	 to	 grow	 after it was revealed	 William Mitchell received a	 salary	 of 
$400,000	 per	 year, which many	 believed was	 too high for someone in a	 nonprofit	 organ-
ization. Mitchell was the person who devised the	 grading system for	 southern	 California 
that	replaced 	the 	old 	“satisfactory/unsatisfactory” rating	 system in	 2009. After	 the	 BBB	 
was sued, Mitchell	admitted 	the 	Los 	Angeles 	branch 	employed	 more	 than	 30	 sales	 repre-
sentatives	 to	 sell memberships	 to	 business	 owners. Those	 selling	 memberships	 to	 first-
year	 members	 earned	 a	 45	 percent commission. Mitchell resigned	 following	 the	 ABC 
News investigation. 

The	 BBB	 has	 also	 been	 criticized	 for	 being	 too	 friendly	 with	 businesses. In	 the	 past the	
BBB	 received	 fees	 for	 performing	 activities	 of which	 consumers	 were	 not aware. For	 in-
stance, in	 2005	 Cingular	 paid	 the	 BBB	 $50,000	 for	 information	 on	 customer 	complaints 
and concerns	 regarding	 the company. When	 consumers	 came	 to	 the	 BBB	 with	 com-
plaints	 about their	 cell phone	 carriers, the	 BBB	 requested	 additional information 	on 
their 	complaint	forms.	The 	organization 	then 	sold 	this 	information to 	cell	phone 	ca
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Even	 though	 the	 FTC followed	 through	 with	 some	 of the	 NAD decisions	 presented	 to	 it, 
there 	has 	not	been a 	significant number	 of cases	 published	 to	 support the	 idea	 that non-
compliance	 with the	 NAD results	 in	 discipline	 from the	 FTC. The	 FTC publicized 	five 	out	 
of 21	 cases	 referred	 to	 it involving companies	 refusing to	 follow	 NAD recommendations. 
Some	 believe	 this	 lack	 of publicity	 suggests	 the	 FTC	 recognizes	 the	 negative	 repercus-
sions	 a	 disagreement could	 have	 on	 the	 NAD’s	 credibility, thereby	 exposing	 the	 chal-
lenge 	of 	the 	NAD’s 	inability to 	force 	firms to 	modify 	their 	adver





	

 

	 	 	 	 	 	 	 	 	 	 	 	 	
	 	 	 	 	 	 	

	 	 	
		

	 	 	 	 	 	 	 	 	
	 	 	 	 	

	 	 	 	 	 	 	 	 	
	 	 	 	 	 	 	 	 	 	 	 	

	
	 	 	 	

	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	
	 	 	 	 	

	 	 	
	 	 	 	 	 	 	

	
	 	 	

	 	
	

	 	 		
	 	

	
	 	 	 	

	 	 	 	 	 	 	 	 	 	
	 	 	 	 		

	 	 	 	 	 	 	 	 	 	 	 	 	 	 	

	 	 		
	 	 	 	 	 	 	 	 	 	 	 	

	 	 	

	 	 	 	
	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	

	 	




