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“The number of NGOs and activist groups has
now risen to an estimated 28,000 worldwide.
With that many NGOs out there keeping a
hawk's eye on possible corporate misbehavior,
the risk of one of them targeting any particular
company is now higher than ever before.”

-- Jeffrey Hollender, CEO of natural-products
company Seventh Generation
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Current CSR/SRI Context

Environment is largely negative for
corporations, becoming so too for SRI
advocates

Advocacy groups are key players in
powerful CSR/SRI networks

Absence of established CSR rules creates
confusion, some say intentionally

The more companies seek to appear

socially responsible the mom
being targeted -



Pension Funds Raise the Stakes...

 Trillions in investing power
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CalPERS Shareowner Forum

the site.

"
A Welcome to CalPERS’ corporate governance web site - The CalPERS Shareowner Forum. The
. .y — ClPERS Viewpln name of this site was selected with care; each word plays a role in communicating our goals for

Governamce Principles, The California Public Employees’ Retirement System (known as "CalPERS") has long been a

- Peles ond Prctes leader in the corporate governance movement. As the largest public retirement system in the

O S I re C O r VO e S U.S., CalPERS' Board of Administration has concluded that "good” corporate governance leads
/ to improved long-term performance. CalPERS' also strongly believes that "good” governance

requires the attention and dedication not only of a company's officers and directors, but also its

owners. CalPERS is not simply a passive holder of stock. We are a "shareowner," and take
seriously the responsibility that comes with company ownership.
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at 2 y O O CO p a I e S Seurites Liigtion CalPERS Shareowner Forum is intended to provide an education and communication resource

/ for those interested in the field and CalPERS' activities. We offer it as a forum for the exchange
of views.
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Funds Also Feel the Heat

From one side...

"l don't want my board of directors worrying
about whether they're going to have problems
with the union pension fund if they drlve a
hard bargain at the bargaining table.”

-- Prof. Stephen Bainbridge, UCLA Law School

And the other...

“For a group that is indeed a leader in corporate
governance reform, TIAA-CREF is amazingly
weak and contradictory in a number of areas
of their own governance. ... Someone has to
watch this watchdog.”

-- Prof. Neil Wollman, Manchester College
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Corporate Best = Advocacy Target

Company Fortune Social Sample
Responsibility SRI Industry
Rank Action
Alcoa 2 Enviranmental Screen
shareholder Resolution
BF Environmental Screen
PcOonald's Animal Welfare Screen
Obesity-related Target
Frocter & = Animal Welfare Screen
Samble shareholder Resolution
AImErcan 10 mharehaolder
Express Fesolutions
Anheuser-Busch 11 Alcohol Screen
sharehalder
Hesolutions
Merck 12 shareholder
Fesolutions (3)
Johnson & 13 Animal YWelfare Screen
Jdnhnson Shareholder

Fesolutions 2
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Uneven Battlefields

“Large companies are judged by a higher
standard and people expect NGOs to
break the rules ... (NGOs) have a
license to operate outside of society
bounds, especially in wealthy
countries.”

== Environics 2001 Corporate Social Responsibility Monitor
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onflicts of Interest Pose
RI Credibility Risk

alPERS — Safeway
nion Ties

tarbucks
ampaign — Organic
Fair Trade ties

SRwire —
ocialFunds ties

3 Welcome to Safeway,com - Micreset Internet Dxplorer
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Press release from:

BIO Contribites 1o Ensuring Future for Endangered Black Rhinocerss

Ethical Corpora
About (5Rwire

To help ensute that time dossn™t run cut for the endangerad black rhnocenos, the
loqy Industry Organization (BI], together with a contribution from Ardana
Bioseignce, 15 making a $30,000 git to the Werld-Famous San Diego Joo™s Center for
Reproduction of Endangered Species” (CRES) Millennum Initiatie

This feading edge mitiatrve 15 desagned to direct atténtion 10 the crisis of habitat lass. The
objective is to focus on the profection of several sp nd conserve their Iving

i, This ¢ 10 feld o covers six geographical areas: Afnca,
China, Southwestern United States, South Amesica, the Pacific and Caribbean lstands. In
those respective areas, 12 postdoctoral scient
sigrid, with Thir rernaining four te be appointed in 2002, will exarmine such species as the
golden monkey, komodo dragon and black rhinoceros

[ Featured Reports |
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It Starts Online

The Internet Has Made this Possible

“The Internet has become
the latest, greatest
arrow in our quiver of
social activism. It
benefits us more than
the corporate and
government elites we're

ahting.” =D Take Action!
flghtlng-;. | Stop the
-- Mike Dolan, Public LIQUIDATORS
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Unintended Consequences

* Berkshire Hathaway — forced to end a
uniqgue shareholder-driven investment
program

* Nike — 2003 Nike v. Kasky settlement
results in Nike suspension of social
reporting

» Cintas — Turns to legal action to silence

an SR critic




Trends

In an increasingly polarized CSR/SRI
environment:

« SRI groups and advocates risk losing their
standing as definers of social responsibility

« Corporations may end investing and reporting
-- and fire back at opponents in court

« Groups relying on corporate investment may

get squeezed



Conclusions

“These big companies can make more of a difference
with one purchase order than | can in a lifetime!”

-- Gary Hirshberg
CEO Stonyfield Farm organic yogurt

Orientation toward rewards over punishment

Disclosure and accountability — by corporations AND
CSR/SRI networks, pension funds, the news media

Corporate preparedness -- companies should fully
understand the environment, the players and the
iInherent risks before investing

Pension funds can be a key force for positive change
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