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Investing in Innovators

The Next Generation of Socially Screened Portfolios

icrosoft, Cisco, Intel,
Home Depot, Coca-
Cola. Throw a dart at

a random sample of socially re-
sponsive investment (SRI) portfo-
lios, or for that matter conven-
tional portfolios, and you are likely
to see these names among the top
holdings. While each company has
noteworthy social attributes, none
offers a product or management
that directly addresses social issues
important to the typical SRI in-
vestor. Indeed, some are embroiled
in social controversy.

Can'tan SRI portfolio invest
in alternative energy, community
banks, natural foods, women-run
businesses, and other innovators
that offer a direct social benefit?
Walden’s experience is that such
portfolios can indeed be developed
and included prudently as part of
the social investor’s asset allocation
strategy. The challenge for the
portfolio manager is not whether
her picks meet the client’s social
objectives, but which picks meet
the client’s social objectives.

Consider the following so-
cial leaders:

Ballard Power Systems,
based in British Columbia, is de-
veloping fuel cells for use in the
transportation market. Fuel cells
generate power through chemical
reactions, rather than through
combustion, making them virtu-
ally pollution free. In 1999, Ford
Motor Company debuted a
Ballard fuel cell-powered concept
sedan (P2000) and a Ballard fuel
cell-powered sport utility vehicle

(P2000 SUV).

Horizon Organic Dairy,
based in Colorado, is the only
national distributor of organic
dairy products. The company’s
products are available in more
than 5,000 stores. All of
Horizon’s products are free of
antibiotics, hormones, and pes-

Ken Scott is a social
research analyst and portfolio
manager of Walden's

Innovations portfolios.

ticides.

Keystone Financial, a
Pennsylvania-based bank, re-
ceived “outstanding” Commu-
nity Reinvestment Act ratings in
four of its five subsidiary banks.
Keystone offers market rate loans
of as little as $250 to help first-
time borrowers establish a credit
history.

These companies are pub-
licly traded. Why arent they in-
cluded in many SRI portfolios?
Some may find them too small
or too risky. Could these com-
panies crash tomorrow? Yes.
Could they be tomorrow’s
Microsoft? Maybe. But, a well
diversified, prudently invested

portfolio can address the risks of
including these social innovators
and offer the diversification po-
tential of smaller company invest-
ing.

Identifying Themes for a
Portfolio of Innovators

The world faces a host of
problems as it commences the
new millennium: In America
alone, 40 percent of us breathe
unhealthy levels of air pollution,
women represent only slightly
more than 10 percent of corpo-
rate officers and board directors,
and lower-income and minority
communities lack sufficient fi-
nancial capital for development.
While solutions to many of these
problems will require the partici-
pation of many people, innova-
tive companies can play a major
role. Whether the problem is lack
of credit and banking services to
poor, inner-city neighborhoods,
or finding a way to utilize natu-
ral resources more efficiently,
some companies are making a dif-
ference.

It is appropriate to consider
several themes in order to build a
diversified portfolio of innova-
tors. Some thematic options in-
clude building community, pro-
moting diversity, education, a
clean environment, good employ-
ers, healthy living, decent and af-
fordable housing, medical care,
and resource conservation (see
Figure 1). There is no right or
wrong list of social issues. How-

(continued on page 2)
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ever, there are possible investment
ideas associated with each theme.
For example:

Resource Conservation.
Fossil fuels are burned to move ve-
hicles, generate electricity, and to
run industrial

companies in 1999 were women.
In fact, 25 percent of Fortune 500
companies have no women corpo-
rate officers.

A different model exists at Cali-
fornia-based Autodesk, which sup-
plies AutoCAD and other software
and multimedia tools for design, geo-
graphic infor-
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Figure 1
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Environment

production. But
collectively, solar and wind power
represent only a fraction of one
percent of the electric generating
capacity and production of U.S.
electric utilities. Deregulation of
the electric power industry, and in-
creasing oil prices may increase the
amount of “green” power con-
sumed in the U.S.

There are a few publicly
traded companies that focus on al-
ternative energy. For example,
Delaware-based Astropower is the
world’s seventh largest photovoltaic
(PV) manufacturer. The company
makes PV solar cells, modules, and
panels for generating solar electric
power. AstroPower uses a propri-
etary, continuous sheet manufac-
turing process to make silicon wa-
fers, and has technology to recycle
discarded wafers from the semicon-
ductor industry.

Diversity. According to the
nonprofit research group Catalyst,
there are only two female CEOs in
the Fortune 500. While women
were 46 percent of labor force par-
ticipants in 1997, only 11.9 per-
cent of corporate officers (and
board directors) at Fortune 500

19% women.
Constructing
a Portfolio
of
Innovators

Here’s what we have done at
Walden to build a portfolio that
maximizes social objectives while
providing a high quality investment
option.

Many of the social themes
lead to the selection of smaller com-
panies, usually suggesting a riskier
portfolio. But by targeting a range
of innovative companies, the port-
folio manager increases the opportu-
nity to develop a portfolio diversified
by economic sector (see Figure 2). In
order to optimize the portfolio’s so-
cial qual-

* Hold a large number of
companies in order to reduce stock
specific risk.

* Closely align economic
sectors with the sector breakdown
of an established small-capitaliza-
tion benchmark that represents the
range of small companies in the
economy.

*Select a core set of innova-
tors from an established index or
with characteristics similar to such
companies.

*Set an acceptable band of
market capitalization with an eye
toward maximizing social perfor-
mance and sector diversification.

*Use financial optimization
techniques to help guide stock se-
lections that reduce portfolio risk.

* Manage the portfolio with a
long-term time horizon and keep
portfolio turnover relatively low.

A Competitive Portfolio of
Innovators

Over long-term investment
horizons, small-cap stock universes
have generally outperformed large-
cap stock universes. Although inves-
tors should expect additional return
for the extra risk associated with
owning smaller size companies, the
bull market of the past few years has
been driven by a relatively narrow seg-
ment of the large-cap market. How-

ever, this market trend may be shift-
(continued on page 5)
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Northern California
Community Loan Fund

by Jason Lazott

and had been in and out

of jail because I was will-
ing to do what it took to support
my habit,” said Zoe W. “I had no
choice but to go to a residential
drug treatment program, or Child
Protective Services was going to take
my daughter. | got out of jail, and
two weeks later 1 went to Malaika
House.”

Malaika House is an inpatient
drug treatment center for women
and their children that was created
by Free At Last, a nonprofit agency
founded by the residents of East
Palo Alto (California) in response
to the epidemic of drugs in their
community. While at Malaika
House, Zoe W. was reunited with
her three-year-old daughter, who
joined her in living at the facility.
“They taught us to be parents
again,” she said. “We went to clean
and sober functions and on outings
for the kids.” Zoe W. has remained
drug-free for 17 months, and after
nearly a year in Malaika House has
moved into her own apartment
with her daughter and 15-year-old
son.

Free At Last has forever al-
tered the bleak future of many East
Palo Alto residents. Founded on the
principle that substance abuse treat-
ment should be accessible on a
neighborhood level, Free At Last
strives to improve health, reduce
crime, and prevent the spread of
AIDS in this impoverished commu-
nity.

Established in the midst of
Silicon Valley—one of the country’s
most economically thriving areas—

(44 I had a major drug history
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Free At Last is surrounded imme-
diately by poverty, liquor stores and
drug-trafficking. Because of wildly
fluctuating property values and the
high cost of living all over the re-
gion, Free At Last was fearful of
becoming “homeless” itself. Even
with its limited history, leaders de-
cided it was in the organization’s
best interest to purchase Malaika
House. Development of Free At

Walden clients have
invested $5.5
million in community
development banks,
credit unions and loan
funds.

Lasts’s first residential treatment fa-
cility for women substance abusers
was made possible by a $200,000
loan from the Northern California
Community Loan Fund (NCCLF).
Priya Haji, Free at Last’s Ex-
ecutive Director, has stated, “Work-
ing with NCCLF was really a stra-
tegically important partnership for
us. Folks there are helping us de-
velop a credit history, and being
able to own the building has made
a critical difference to the
sustainability of our work.”
NCCLF provides vital fund-
ing to nonprofits that provide low-
income housing, economic devel-
opment, and the restoration of op-
portunities and services to north-
ern California’s poorest communi-
ties. Since its inception in 1987,
NCCLF has made 132 loan com-

mitments totaling more than $17
million, and has many repeat bor-
rowers. NCCLF funds have also
allowed Free At Last to purchase a
second residential treatment facil-
ity in East Palo Alto. In fact, since
1993, Free At Last has established
four residential substance abuse
treatment facilities, outpatient sub-
stance abuse treatment programs,
and youth education and outreach
services.

Mary A. Rogier, NCCLF
president, stated, “We're happy to
use the capital we receive from in-
vestors in our Fund to support in-
novative groups—Ilike Free At
Last—that provide such important
and effective services to their com-
munity.”

Effectively utilizing below-
market loans from NCCLF, Free At
Last has made a huge difference for
the community of East Palo Alto.
Haji concluded, “The idea of hope
and the possibility of change have
become a real part of the commu-
nity in a way that didn't exist be-
fore in East Palo Alto. With the as-
sistance of NCCLF we are able to
assist the most vulnerable families
in the community get an opportu-
nity to change and become part of
the changing, successful atmo-
sphere here in Silicon Valley.”

Jason B. Lazott is the Devel-
opment Director at the Northern
California Community Loan Fund.
If you would like more information
about NCCLF, phone 415-392-
8215, or view their website at
www.ncclf.org. To learn more about
Free At Last, call 650-462-6999.

Walden Asset Management .
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Gender Equality Means Business

ccording to national pub-
lic opinion data, the big-
gest challenges facing

women at work today are balanc-
ing work and family priorities and
receiving equal pay. Women com-
prise over 45 percent of the U.S.
labor force and their numbers are
growing. The Hudson Institute’s
book, Workforce 2020: Work and
Workers in the 21st Century, indi-
cates that 62 percent of new en-
trants to the U.S. workforce be-
tween now and 2005 will be

wage gap has decreased over the last
five years, critics argue that this shift
can be attributed largely to men’s
wages falling in certain job categories
rather than women'’s wages rising.
Government regulations seek
to bridge the gap, most notably the
Equal Pay Act of 1963, Title VII of the
Civil Rights Act of 1964, and the
amendment to Title VII in the Civil
Rights Acts of 1991. These rules have
led to a number of high-profile legal
victories for women, including this
year’s award of $3.1 million in back

nalizing workers who share salary
information with one another. The
Fair Pay Act prohibits wage dis-
crimination based on race and na-
tional origin as well as gender. Con-
currently, the White House has
called for an extra $14 million to
enforce existing laws.

The Work-Life Seesaw
Money isn't the panacea for

gender imbalances in the work-
place. Over the past 40 years, the

women. Although
women are slowly
gaining economic

U.S. Women'’s Share of...

N number of work-
ing women with
preschool children

parity with men,

Single-parent famiies [

has quadrupled.

manager and partici-
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labor, and gender
issues.
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still exist. These in-
equalities compel
us to examine the
workplace divide
and what we can
do to bridge it.

War of the
Wage

Minimum wage workers _ 6%
Heads of poor families _g%
Labor force [ o
Business ownership _40%

dren age three or
less are working.
These women
want to be able to
have families but
also remain com-
mitted to their ca-

[ 10% Db I % Do

Sources: Catalyst; U.S. Census Bureau; DOL, Women'’s Bureau; Bureau of Labor Statistics; Cen-
ter for American Women in Politics, Rutgers University; National Foundation of Women Business
Owners; AFL-CIO; Institute for Women’s Policy Research
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reers.
Achieving a
work-life balance

According to
the 1999 Census Bureau report,
women, on average, earned 75.7
cents for each dollar earned by a
man. The wage gap is related, in part,
to women’s concentration in lower-
paying occupations. In 1999, 57.4
percent of all employed women
worked in technical, sales, service,
and administrative support/clerical
jobs. Minimum wage workers, 60
percent of whom are women,
barely make more than $10,000
annually. But even adjustments for
professional, economic and educa-
tional status do not eliminate the
difference in wages. And while the

pay and salary adjustments to fe-
male employees of Texaco. Dam-
ages in a wage-based sex discrimi-
nation settlement against Merrill
Lynch are still pending. And Kodak,
responding to internal complaints,
recently agreed to pay women em-
ployees retroactive raises, totaling
several million dollars.
Meanwhile, further govern-
ment regulation is being consid-
ered. Two equal-pay measures are
currently mired in Congress: the
Paycheck Fairness Act and the Fair
Pay Act. The Paycheck Fairness Act
would forbid employers from pe-

. Walden Asset Management

is growing in im-
portance, and now rightly includes
the needs of all employees, includ-
ing working fathers, single parents,
caregivers, and childfree and low-
income workers. In fact, over the
past year men comprised 42 percent
of applicants requesting leave un-
der the Family and Medical Leave
Act, which provides full-time em-
ployees with up to 12 workweeks
of unpaid, job-protected leave.
Businesses are discovering
that work-life initiatives such as
flexible work scheduling, depen-
dent care services, time-off policies,
financial assistance, health and

November 2000



(continued from previous page)
wellness programs, and concierge
services are linked to real business
goals. In today’s tight labor mar-
ket, companies have to make them-
selves as attractive as possible to
secure the best and brightest of
workers. Furthermore, work-life
programs have been shown to im-
prove overall job performance by
enhancing productivity, reducing
absenteeism and turnover, attract-
ing and retaining talented workers,
and enhancing employee commit-
ment. In 1997, a Hewlett-Packard
Financial Services processing cen-
ter sharply increased its productiv-
ity when some workers chose to
work four 10-hour days. The cen-
ter began completing 252 transac-
tions a week versus 185 transac-
tions previously.

Some work-life initiatives,
however, like part-time work, re-
main inadequate. Part-time work
typically does not offer pension or
health insurance benefits. Working
women whose spouses earn high
salaries and who have greater family
assets are more likely than others to
work part-time. This suggests that for
the majority of families, part-time
work is not a viable financial strat-
egy for balancing work and family
responsibilities.

Family Business

Wage regulations and work-
life balance offerings come in tan-
dem with a growing recognition
that wage inequities impact not
only women but their families as
well. Worldwide, women make up
three-fifths of all adults living in pov-
erty. In the United States, 53 per-
cent of all families living in poverty
are headed by single women.

Clearly, if women were paid
equitably, families would benefit
directly. Organizations have

November 2000

worked to quantify this argument.
A study for the Institute for
Women’s Policy Research and the
AFL-CIO revealed that the average
family loses $4,229 annually due to
the wage gap. The study predicts
that poverty rates would drop by
more than 50 percent if women re-
ceived equal pay.

Still, management looks at
women and sees moms. When
Pepsi-Cola Co. North America chief
executive Brenda Barnes resigned in
September 1997 in order to spend
more time with her family, her story
hit the prime-time media. Notes
Working Woman, “[It was] funny
that when she got the top job ... no
video crew was on hand to capture
the moment. After 22 years of cor-
porate life, Barnes was famous coast-
to-coast not for her professional
achievements, but for being a
mother.” Increasingly, men are in
the spotlight for similar reasons.

SRI: Working
Toward a Solution

Walden recognizes that work-
place inequalities are not an issue
exclusively about women, but about
families and society. Without fair
pay, women and families lose.
Lower lifetime earnings translate
into lower pensions. The fact that
women on average live longer than
men only increases the loss of in-
come for women in their lifetimes.

Walden strives to bring these
issues to the forefront of public
awareness and company board agen-
das. Annually, we survey our major
domestic holdings to review em-
ployment data to understand better
their hiring and promotion prac-
tices. In 2000, Walden filed several
resolutions related to gender in the
workplace. We filed one resolution
with commercial printer, R.R.
Donnelley, to request a review of

Values

wage equity issues and withdrew
one with MBNA when the com-
pany agreed to provide, for the first
time, a diversity report. We also
take a stand through proxy voting
and routinely vote against board
slates without women. Our Com-
munity Development Investment
Service enables clients to support
directly organizations led by and
focusing on women. Meanwhile,
Walden continues to collaborate
with nonprofits and other social in-
vestors to educate and act on issues
related to gender diversity and
workplace inequalities. Given
women’s significant role in the
workplace and in families, there is,
without a doubt, a need for ac-
tion.—SHaug

Innovators
(continued from page 2)

ing. In the year ending September
30, 2000, the S&P SmallCap 600
outperformed the S&P 500, 24.2
percent to 13.3 percent. While past
results are no guarantee of future per-
formance, Walden's Innovations port-
folios have significantly outper-
formed their small-cap benchmark
over 1, 3 and 5 year periods.

The results are in. Indeed, an
Innovations portfolio can comple-
ment a client’s existing portfolio both
socially and financially. A prudent
asset allocation strategy for socially
responsive investors can include a
portfolio of true innovators—com-
panies that are not only respond-
ing to society’s greatest challenges,
but are actively working to solve
them.—KScott

Walden Asset Management .

Wage Equity

Seeking the
Questions to Ask

Walden is work-
ing on a project to
learn how corporate
leaders think and act
on issues of wage eq-
uity. e are asking sev-
eral dozen companies
that have strong em-
ployment policies and
benefits to answer
questions on: wage
growth of low and
mid-level wage earn-
ers, employee stake and
growth in stock owner-
ship programs, mini-
mum wage policies
and lobbying, equal
wage policies and prac-
tices, and standards for
international (devel-
oping economies) com-
pensation. Our aim is
to determine an appro-
priate set of questions
to ask of companies
generally, and to pro-
vide a benchmark
standard of practice.

We will report on
our findings in the next
issue of Values.
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GMOs:
Essentially
Unnecessary?

Proponents of ge-
netically engineered
crops, or genetically
modified organisms
(GMOs), claim the
products are essential
to addressing world
hunger by producing
greater yields on less
land. According to
Miguel A. Altieri of
U.C. Berkeley, and
Peter Rosset of Food
First/Institute for
Food and Develop-
ment Policy, however,
maldistribution of
land and income, not
underproduction of
food, causes hunger.
Further, USDA data
for 1998 showed
yields in many areas
of the United States
were not significantly
better with GMO
crops. New agroeco-
logical techniques are
helping small farmers
in Asia, Africa, and
Latin America boost
production and re-
duce ties to propri-
etary seed and herbi-
cide packages, as well
as helping them avoid
genetic monocultures
susceptible to pest re-
sistance and new dis-
eases.

See http://www.

foodfirst.org for more
information.
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Engineered Food for Thought

engineered (GE) foods and

crops have become a hot issue
for socially concerned investors, fu-
eling the biggest growth in share-
holder resolutions filed at compa-
nies since the South Africa divest-
ment campaign. Twenty U.S. com-
panies were the targets of GE-re-
lated resolutions from more than
30 institutional investors. The reso-
lutions called for the companies to
stop producing genetically engi-
neered seeds or to remove geneti-
cally engineered ingredients from
their products, until they are found
safe for humans, animals, and the
environment. By contrast, no reso-
lutions were filed with companies
on this topic in 1999.

Of the 20 resolutions, all
companies except Monsanto chal-
lenged them before the Securities
Exchange Commission (SEC) inan
attempt to prevent their sharehold-
ers from voting on them. In a ma-
jor victory, the SEC ruled in favor
of proponents of the resolutions.
The SEC agreed with shareholders
on key points:

1) the use of genetically en-
gineered foods and crops is a major
policy issue, not just “ordinary busi-
ness” for management to deal with;

2) companies could reason-
ably implement the resolutions;

3) the shareholders' statements
in the resolutions were truthful.

I n the past year, genetically

The shareholder initiatives
were led by the Interfaith Center
on Corporate Responsibility
(ICCR) with support from Walden
and others in the SRI community.
Walden helped draft the text of the
resolutions used by investors, par-

Steven Heim is a Social
Research Analyst. Since
1994, he has also worked
closely with Rural
Vermont, a family farm
and environmental
advocacy group.

ticipated in strategic planning, and
helped defend the resolutions with
the SEC. Shareholders, in their dia-
logues with companies, were sup-
ported by technical experts from
the Friends of the Earth, Council
on Responsible Genetics, Rural Ad-
vancement Foundation Interna-
tional, Consumers Union, and Na-
tional Wildlife Federation.
Walden led shareholder ini-
tiatives with six companies this past
year: Kroger, ConAgra, Tricon Glo-
bal Restaurants (KFC, Taco Bell,

Pizza Hut), Campbell Soup,
Novartis, and Schering AG.
Walden’s shareholder resolution
with Kroger, the largest supermar-
ket chain in the United States, won
just over 3 percent of the vote by
its shareholders, just enough to
bring the issue before the company
in the coming year. Walden with-
drew its resolutions with Tricon and
ConAgra to pursue dialogue with
the companies on the issue, and
filed a resolution with Campbell for
2001. Campbell is also the target
of a national campaign led by Ge-
netic Engineering Food Alert, a coa-
lition of seven national environ-
mental and consumer groups.

In the coming year, share-
holders led by ICCR will target
more than 30 companies on geneti-
cally engineered foods and seeds,
almost a 50 percent increase from
the 2000 proxy season. To garner
more votes from institutional inves-
tors, some resolutions will call for
reports from companies on how
they can phase out genetically en-
gineered ingredients, and others
will call for companies to label these
products. Walden hopes that large
institutional shareholders will vote
in favor of the resolutions and so
allow further opportunity for dia-
logue with companies on this im-
portant issue.—SHeim

Resolutions Presented
at Annual General
Meetings

1999-2000 SRI INDUSTRY SHAREHOLDER INITIATIVES
RELATED TO GE FOODS AND SEEDS

Resolutions Withdrawn
for Dialogue or
Other Reasons

Resolutions to
be Voted On

Dialogues with
Foreign Companies

Coca Cola, General Mills,
Kroger, McDonald’s,
Pharmacia (Monsanto),
Pepsi, Philip Morris,
Procter & Gamble, Quaker
Oats, Safeway

Albertson’s, ConAgra,
Dow Chemical,
DuPont, H.J. Heinz,
Tricon Global Restau-
rants

Midland,

Archer Daniels

Campbell Soup
(2001), Sara Lee

Novartis, Schering

. Walden Asset Management
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A Blueprint for International
Shareholder Advocacy

ocial investors have em-
braced the diversification
benefits of international
investing but are grappling with the
challenge of how to effectively carry
out their advocacy objectives abroad.
Many have felt overwhelmed by dif-
ferences in company bylaws, levels of
disclosure, proxy voting procedures,
shareholder rights, and government
regulations pertaining to employ-
ment and environmental practices.
Indeed, challenges to effective
international shareholder activism are
real. Shareholder rights vary from
country to country, particularly as
they pertain to the shareholder reso-
lution process. Many countries limit
access to company proxies via the
resolution by requiring ownership
thresholds that are too high for
most investors, ranging from 1 per-
cent (Germany and Japan) to 5 per-
cent of outstanding shares (France).
Furthermore, restrictions are some-
times placed on what types of is-
sues can be addressed. In Japan,
ballot items must concern profit al-
location, election or compensation
of directors or statutory auditors, se-
lection of public auditors, or amend-
ments to the articles of association.
Finally, there is the cost hurdle. In
the U.K., for example, a company
may require petitioners to deposit
funds to cover the cost of circulating
notices and shareholder statements.
Walden is working hard to sur-
mount these barriers. Our greatest
successes have come outside the realm
of shareholder resolutions. We have
modeled our approach after, and
partnered with, strategic shareholder
groups in Europe that have a long
history of involvement. For example,
we have worked with the Critical
Shareholders Group of Germany
(DKAA), which has addressed con-
cerns on social issues through private

November 2000

dialogue, counterproposals on the
proxy agenda (in lieu of the ballot),
voicing concerns at annual general
meetings (AGMs), and through the
German courts.

How Can U.S. Investors
Get Involved?

Learn the rules of the game.
Armed with knowledge of country
specific markets, one can better ma-
neuver through the maze of differ-
ent rules and regulations.

Develop global proxy voting
guidelines and vote your proxies.
Wialden incorporates best board prac-
tices, such as independence and ac-
countability, as well as social issues in
our country-specific proxy guidelines.
For example, we automatically vote
against director slates with no disclo-
sure of professional affiliation or ties
to the company, and, in the U.K., if
the board consists of less than one-
third nonexecutives.

Pursue alternatives to the
shareholder resolution process. Letter
writing, surveys, face-to-face meet-
ings, and partnerships with nongov-
ernmental organizations (NGOs)
and local shareholder groups form
Wialden’s core approach to company
dialogue. This is consistent with our
U.S.-based activism, which favors
dialogue over proxy resolutions un-
less we reach an impasse. Letter
writing is most effective when ad-
dressing a specific issue, such as in-
vestment ties to the China Devel-
opment Bank, which funds the
Three Gorges Dam in China. A
survey of Walden's top 20 Japanese
holdings inquiring about their poli-
cies on director and statutory audi-
tor independence and board size re-
ceived an 80 percent response rate.
Visits with company management
outside the U.S., particularly when

accompanied by a local partner, have
helped us establish ongoing relation-
ships with a number of companies.

Develop a network of local
partners to gain legal representation
at AGM:s. For example, Walden's rep-
resentation in France at the 2000
AGM of Imerys by the PACE labor
union helped workers campaign suc-
cessfully for union representation (see
sidebar). In 1999 DKAA repre-
sented Walden in Germany at the
Hypo Vereinsbank’s AGM to voice
our shared concern about the flood-
ing of arable land and the displace-
ment of farmers resulting from the
construction of the Maheswhar
Dam in India.

The Road Ahead

We have reason to be optimis-
tic. Emerging abroad in support of
corporate social responsibility is a new
regulatory environment, such as the
recently enacted Turnbull Code in
the U.K. that requires companies and
pension funds to address social and
environmental concerns. We also
observe a sizable increase in social
investors and funds in the U.K,,
France, and Germany. No doubt,
these factors have contributed to a
higher level of company receptiv-
ity on issues ranging from social and
environmental criteria in project
financing at Credit Suisse, to sexual
harassment prevention at Astra AB,
to alternative energy commitments
at British Petroleum. The creation of
a blueprint for international share-
holder activism is well underway at
Wialden.—LCompere

Walden Asset Management .

Victory for Union
Workers in Alabamal!

In our last issue of
Values, we wrote that
Walden had been repre-
sented at the annual gen-
eral meeting of Imerys, a
French-based minerals
and materials company.
We were concerned with
the company's alleged
union-busting activities at
an Alabama plant.

We are glad to report
that this summer, the
PACE Union won repre-
sentation at the Alabama
plant.

Wialden provided en-
try for PACE’s interna-
tional union affiliate to
the Imerys shareholders
meeting in Paris this past
May. A union delegate
delivered a statement on
our behalf expressing
strong support for the
rights of workers to choose
union representation.
That event, subsequent
media attention, and
continued pressure on the
company, prompted a ma-

jOf announcement to em-

ployees in Alabama that
the company would not
discriminate against
workers for being pro-
union. The vote to union-
ize soon followed.

Lauren Compere is a
client relationship
manager. She also helps
coordinate our interna-
tional proxy and
shareholder advocacy
initiatives.
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Walden Welcomes Tim Smith

Walden Asset Management
is very happy to welcome
Timothy Smith to our team.
Tim has been appointed Senior
Vice President and Director of
Socially Responsive Investing.
Tim’s primary responsibilities at
Walden include shareholder ac-
tivism initiatives and client ser-
vice activities.

Tim has served as Execu-
tive Director of the Interfaith
Center on Corporate Responsi-
bility (ICCR) for the past 24
years. ICCR provides research
and coordinates shareholder ac-
tion for some 275 religious in-
stitutions and other social inves-
tors. Tim has led many of
ICCR’s innovative programs us-
ing shareholder leverage in pur-
suit of social justice and respon-
sible corporate conduct.

Since Walden’s inception
in 1975, we've collaborated with
Tim and ICCR—building and
leading initiatives to promote
social change. Geeta Aiyer, Presi-
dent of Walden Asset Manage-
ment, commented: “Tim’s en-
ergy, commitment to social jus-
tice, and collaborative style of
leadership are a great match for
the Walden team.”

Tim has a Masters in Di-
vinity from Union Theological
Seminary and a BA from Uni-
versity of Toronto. He will con-
tinue to serve on the board of
Shared Interest, a Development
Fund for South Africa, and on
the Advisory Council for the
Foundation Partnership on Cor-
porate Responsibility, of which
Tim was a founder.

Walden Asset Management
40 Court Street
Boston, MA 02108

(1 I am absolutely delighted
to be part of the Walden

team. During my almost 30

years at ICCR, | had the op-

portunity to work

very closely with

Walden/USTC. |

experienced first

hand their marks

of leadership in

SRI. Walden does

thorough, com-

prehensive, and

professional

screening, cre-

atively assists clients in mak-

ing community development

investments, is a public edu-

cator of SRI, and is a leader in

and is a recognized leader in
international SRI.
Walden and the indi-
viduals who work for it are
committed to
blending a pas-
sion for social
and economic
justice with their
responsibilities as
investment pro-
fessionals. | be-
lieve Walden has
been, and will
continue to be, a
force for change in the world
and | look forward to being a
key player in helping us be this
catalyst for change.”

shareholder advocacy. Walden —Timothy Smith
takes action with both U.S.
and international companies
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