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ALEC meet Tim—Smith that is—Walden’s chief advocate for
transparency of corporate lobbying and political spending
activities. The nonprofit membership organization American
Legislative Exchange Council, or ALEC, is a lead architect of
controversial legislation, including those advancing onerous
voter identification requirements, “Stand Your Ground” bills
supported by the National Rifle Association, and harsh laws
targeting undocumented immigrants. Some major
corporations revealed as members of ALEC—most recently
Coca-Cola, Intuit, Kraft and McDonald’s—are cutting their
ties. These high profile exits illustrate the potential risks to
reputation faced by companies when they venture into the
realm of politics.
Lobbying and Political Spending Transparency
In 2012 Walden expanded our leadership on political
spending accountability to foster disclosure of direct and
indirect lobbying through trade associations and other
memberships. Enhanced disclosure and oversight enables
companies and investors to better evaluate business risk
associated with corporate efforts to influence regulatory and
legislative processes. Walden and public employee union
AFSCME jointly lead a large coalition of institutional investors
addressing these issues with approximately 40 companies
through investor sign-on letters, dialogue, and shareholder
resolutions.
To date, constructive dialogue has led to the withdrawal of
resolutions at 12 companies, including Walden filings at
Johnson & Johnson and Target. Two companies challenged
our lobbying disclosure resolution at the Securities and
Exchange Commission (SEC). Walden’s position prevailed at
Devon Energy and the resolution will go to a vote, but the
SEC allowed J.P. Morgan Chase to omit the lobbying proposal
based on its similarity to a separately filed political spending
disclosure resolution.
Walden also participated in a sign-on letter to U.S.
congressional representatives in support of the newly
proposed DISCLOSE Act. The bill would expand reporting of
campaign expenditures made by outside groups and their
donors, including Super PACs, to influence federal elections
and would require companies to disclose their campaign
expenditures to shareholders.

Water Risk
Dialogues on water management practices are ongoing at
Qualcomm and Sysco. Sysco is now collecting data on its
agricultural suppliers’ exposure to water risk, though a final
assessment is not yet completed. Sysco also informed us that
it expects to respond to Carbon Disclosure Project’s Water
Disclosure questionnaire this year. Our first conversation with
Qualcomm was productive and included a presentation by
Ceres on evaluating water risk.
For the second year, Walden is co-leading a collaboration of
Principles for Responsible Investment and CDP Water
Disclosure. Together we are encouraging a response from
companies with high exposure to water related risks that did
not complete the CDP Water questionnaire on water
management and conservation policies, practices and goals.
The initial response rate among companies was impressive,
with 50 percent of 302 companies completing the survey.
Energy
Escalating oil prices and rising demand for unconventional
sources of fossil fuels have spurred investor action on a range
of public policy and company engagement initiatives
supporting more sustainable development of fossil fuels,
alternative energy production, and energy efficiency. Walden
joined 37 investors, representing $500 billion in assets, in
asking 21 of the largest U.S. petroleum producers to assess
the financial and environmental risks associated with flaring
of natural gas that accompanies production from shale
formations. We were a signatory of a letter to the
governments of Canada and Alberta, commending their
implementation plan for a strong monitoring system for oil
sands development while also encouraging the establishment
of independent oversight. As part of the Investor Network on
Climate Risk, Walden advocated an extension of the
Production Tax Credit for wind energy which would otherwise
expire at year-end. Lastly, we supported the Obama
Administration’s proposal to dramatically increase fuel
efficiency standards for vehicles between 2017 and 2025 to
an average of 54.5 miles per gallon, estimated to reduce
greenhouse gases and fuel consumption by 50 percent and
40 percent, respectively.
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Equality
Our longstanding effort to encourage companies to adopt
more inclusive non-discrimination policies continues to
produce positive results.
Independent Bank Corp.
amended its non-discrimination policy in March to include
sexual orientation and gender identity. Additionally, on
behalf of our client, Pride Foundation, Walden co-led
outreach by institutional investors to 18 companies with a
significant presence in Washington to encourage their
public support of that State’s marriage equality legislation
allowing gay couples to marry. The bill passed, but now

faces a public referendum. We commend Microsoft and
Nike for their vocal endorsement of the marriage equality
legislation. Microsoft’s strong case concluded with these
words, “Passing the bill would be good for our business and
for the state’s economy.”
****
Walden continues to engage productively with companies
on many other topics including indigenous rights, mortgage
modifications, and sustainability reporting.

Is Apple the new Nike?
In the mid-1990s egregious working conditions and poverty-level wages in Southeast Asian factories contracted by Nike
appeared to indelibly link the iconic swoosh to images of abusive sweatshops. Yet today Nike is heralded as a leader for its
labor practices that include comprehensive monitoring, remediation and transparency throughout its global supply chain.
Now Apple faces a similar test after recent high profile exposés of deplorable labor practices, worker suicides and deadly
accidents at Foxconn, a major supplier in China.
Apple was purchased in most Walden client core equity portfolios approximately one year ago. While the technology giant
had positive performance on dimensions of environmental, social and governance (ESG) performance, we deliberated
extensively about labor and environmental challenges in its supply chain. Ultimately, our rationale for investing centered on
the following points:
•

Apple had made significant progress in supply chain management in the preceding years, including strengthening its
code of conduct, auditing practices and remediation initiatives. Transparency had also improved dramatically with the
publication of Apple’s Supplier Responsibility Report. Moreover, digging deeper, we uncovered evidence of leadership.
For example, Verité, an NGO dedicated to improving global labor standards that has had a longtime presence in China,
commended Apple’s unusual identification, enforcement and remedy of compensation practices that had cheated
workers through excessive placement fees.

•

We concluded that Apple was not significantly different from its peers on this issue. Specifically, other well known
technology companies also contracted with Foxconn, its most controversial supplier. However, because of the company’s
scale and prominent brand, Apple appropriately appeared to receive more scrutiny.

•

Evidence suggested that Apple responds positively to stakeholder engagement. Hence, our decision to invest was tied
to a commitment to engage the company on labor and environmental standards throughout the supply chain. In part,
the decision to engage reflected the reality that factories like Foxconn, despite their poor labor conditions, provide
among the most sought after jobs in the region.

With its reputation on the line, Apple has responded in a timely and substantial way to recent negative media attention. The
company revealed its suppliers, a necessary level of public accountability. Apple also joined the Fair Labor Association (FLA),
a collaboration of companies, educational institutions and civil society organizations working to improve labor conditions by
requiring participating companies to adopt rigorous supply chain standards and procedures. Subsequently, Apple asked FLA
to conduct a comprehensive audit of Foxconn. Critics of FLA argue that the organization is not sufficiently independent of the
companies it audits.
In March, FLA released the results of its independent investigation of Foxconn, confirming serious violations of FLA standards
as well as Chinese labor laws. The report presented remediation plans to address occupational safety and health, hours
worked and compensation practices. Initial reactions to the report and the commitments outlined have been largely positive,
but meaningful progress will require effective implementation.
As part of an investor group, Walden is meeting with Apple this April to understand better and provide input on
management’s plans to improve labor conditions at Foxconn and in its supply chain generally. We are hopeful that significant
steps forward by Apple—the world’s biggest company by market capitalization—could be a game changer for workers’ rights
in China.
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