BASIS FOR SUPPORTING SHAREHOLDER ADVOCACY FOR COSTCO

The values that our coalition pursues coincide well with those expressed in TIAA-CREF’s Policy Statement on Social Responsibility.   We maintain the belief that companies included in its portfolios should not represent a risk to the environment or human rights. Considering such criteria, we would like to recommend that TIAA-CREF press to have Costco remove its warehouses in Cuernavaca, Mexico.  Costco, as indicated below and confirmed in statements made by the United Nations and many other sources, has violated human rights, destroyed the environment, and mistreated the community, especially its member activists.

 

With respect to additional criteria discussed between TIAA-CREF management and members of the Make TIAA-CREF Ethical coalition, we note reference to public concerns about the company, media coverage, shareholder resolutions filed, best practices standards, and possible economic risks that have resulted from holding Costco stock.  We emphasize the following:
1.    The activities of Costco affect not only the Costco brand, but also that of TIAA-CREF.
2.    Thousands of protestors took to the streets where the company destroyed the historical and environmental icon of the Casino de la Selva.
3.    Over 100 organizations world-wide still maintain an international boycott against Costco, which has caused a loss in its stock value that has never been acknowledged by its directors.
4.    a. A shareholder resolution criticizing big-box chains (focusing on the Mexican Costco warehouse and Wal-Mart) was submitted a previous year to TIAA-CREF. 

       b. Resolutions filed with Costco requesting an extension of the code of ethics and improvement in land procurement policies have been incorporated into the company’s ballots. (http://www.iccr.org/shareholder/proxy_book05/05statuschart.php).  Shareholder activists of CBIS expressed their concerns about damage to the brand of the stock.
5.    A lawsuit was filed by Senator Ortega of Mexico against all those responsible for the destruction of the Casino de la Selva.
6.    Mexican legislators of the state and federal congresses have denounced the construction of the warehouses.
7.    Numerous press releases, newspaper articles, and television pieces have publicized the issue worldwide.
8. In the proposal our Coalition submitted previously for Wal-Mart, we noted best practices standards as regards big-box companies.
Without any doubt, we find that Costco fills the criteria included in the TIAA-CREF responsibility statement, as well as those discussed with representatives of the fund in order to use shareholder advocacy.  

Our coalition supports all actions directed at safeguarding the environment, human rights and world heritage. Big box chains such as Costco and Wal-Mart have proven to be deleterious to the quality of life in many communities throughout the world. The most notably violent case was that of Cuernavaca, to which the United Nations has made reference to in a report from the OFFICE OF THE HIGH COMMISSIONER FOR HUMAN RIGHTS (see report excerpt below).*
TIAA-CREF can contribute to the quality of life in general, and help protect world heritage as part of our unalienable rights. In order to do so, it should not allow for the constituent companies of its offered portfolios to stray from standards indicated by the fund.  Our Coalition would be glad to work with TIAA-CREF in order to set the corresponding standards for big box chains in the future. 
 
At this point, TIAA-CREF should demand that the company close its warehouses built on the ruins of the Casino de la Selva in Cuernavaca.  This could also represent a first step towards halting land procurement abuses by Costco.  If Costco does not respond positively to these essential and reasonable requests, TIAA-CREF, its participants, and those effected by Costco abuses would also benefit by TIAA-CREF dropping its stockholdings in the company.
 The following information that complements our recommendations include an account of the events, the statement by the office of the high commissioner and corresponding references.

Detailed account of the issues and controversy related Costco

The authorities’ subsequent decision to sell the property to Costco and its Mexican partner company, Comercial Mexicana, was opposed by a substantial number of groups and individuals. In addition to the hotel’s art and architecture, some opponents of the project sought to protect archeological artifacts that were found on the site, as well as the plants and trees that surrounded the hotel complex. The Casino site is also in the close vicinity of a large market at which thousands of local people from the surrounding area sell their products; these vendors feared that competition from the planned warehouses would put them out of business. As the sale proceeded, a range of citizens and public figures began to speak out against the project.  
 
Some of the criticism of the authorities’ actions has come from elected officials. In the summer of 2001, the state legislature of Morelos (the state in which Cuernavaca is located) approved a resolution proposed by Representative Marco Antonio Adame Castillo urging the authorities to suspend work on the site and to conserve the cultural, historical, and archeological heritage it contained.  Later that year, the Senate Culture and Education Commission, led by Senator José Natividad González Páras of the PRI (the country’s second largest party), passed a resolution recommending that the city government buy the property back from Costco in order to preserve it. In September 2002, Senator Jesús Ortega Martínez, who leads the PRD, Mexico ’s third largest party, filed suit against the people responsible for approving the project, charging that they have committed violations of federal law. The lawsuit, (which can be accessed on the senator’s website at <http://www.prd.senado.gob.mx/senadores/nota.lasso?s=1&c=424 ), states that the Casino was “undoubtedly a symbol of the city” and that it contained “a great wealth of natural resources and of cultural and artistic heritage” that authorities failed to protect. 
 
The project has also received criticism from a number of environmental groups, and in the fall of 2002, Francisco Icaza, José Reyes Meza, and Jorge Flores, three of the muralists whose work decorated the walls of the Casino, declared their intention to file suit regarding the treatment of their murals by Costco. [4] 
 
There have also been a series of protests and demonstrations against the project, some of which included thousands of people. At one such demonstration in August of 2001, demonstrators were beaten and arrested. A Morelos State Human Rights Commission later ruled that these demonstrators had been violated both by the local police and by security personnel hired by the company developing the property, [5] and Amnesty International mentioned the allegations of force used against demonstrators at the Casino de la Selva in its Annual Report for 2003 (see http://web.amnesty.org/report2003/Mex-summary-eng).    
 
Public figures of great renown and moral authority also weighed in against Costco’s project. Gabriel García Márquez, winner of the Nobel Prize for Literature, has publicly advocated converting the hotel into an international university of fine arts. [6] Both Bishop Samuel Ruiz García (a three-time Nobel Peace Prize nominee who is internationally known for his role in brokering a peace agreement between the Zapatista rebels and the Mexican government) and General José Francisco Gallardo (a former prisoner of conscience who is also internationally known for his advocacy of human rights) have made public appearances and statements in support of those protesting the project. 
 
While this is by no means a complete listing of the project’s critics, it should serve to illustrate the controversial nature of the venture. 
 
A number of the project’s critics have suggested that the authorities involved in approving various aspects of the Costco/Comercial Mexicana project acted improperly, illegally, or in a corrupt manner. In the fall of 2002, in response to a request from a group of concerned citizens in Cuernavaca , the International Ombudsman’s Centre for the Environment and Development (OmCED) [7],  a nonprofit organization concerned with issues of sustainable development, conducted a study of the Casino de la Selva controversy. The OmCED report, which was issued in January of this year and can be accessed online at http://www.omced.org/MEXICO_CUERNAVACA.pdf, concluded that there had been negligence on the part of the government agencies involved in the approval of the project, and that these agencies had frequently failed to coordinate adequately with one another. It also noted that although Costco may not have been primarily responsible for the destruction of the Casino, the company had become the “visible face” of the entire controversy, and its reputation had been damaged by its association with what the report called “a cultural (and to a lesser extent, environmental) crime of great proportions.” OmCED predicted that it will be “difficult for Costco to shake this burden, despite its efforts to repair its image by making a series of changes to the project to make it more environmentally and artistically sensitive.” [8] 
 
The controversy over Costco’s acquisition and use of the Casino de la Selva property has received substantial coverage in Mexico and Spain . Having followed this controversy closely and sought to inform ourselves about it in detail, we have in our possession over 1,800 pages of coverage about the matter, published between March 2001 and the present.  We do not claim that this collection of articles is exhaustive, but it does provide an overview of the way the matter has been portrayed in the Spanish-language media. From the inception of Costco’s project, a wide variety of citizens and public figures have been quoted expressing their opinion that the purchase price the Company paid for the land was suspiciously low, and that there were irregularities, illegalities, or corruption involved in the approval of various aspects of the project by Mexican authorities. Transparency International has documented a widespread belief among the Mexican public that much of its government is corrupt and susceptible to bribery. Given this context, we believe it is likely that readers of press reports alleging that agents of the government engaged in illegal activities would suspect they had been bribed to commit these illegalities—most probably by the companies whose project these officials approved. 
 
 
 
* STATEMENT FROM THE UNITED NATIONS OFFICE OF THE HIGH COMMISSIONER FOR HUMAN RIGHTS INCLUDED IN ITS REPORT FOR THE REPUBLIC OF MEXICO
 
 
In Mexico social participation should be expanded because  in some places  not only is the protection of the environment not stimulated, but those who do defend the earth’s resources suffer persecution and hostility for their activities, as is the case with the destruction of the Casino de la Selva in the city of Cuernavaca, where    single-handedly  the Costco-Comercial Mexicana corporation, in complicity with the authorities of the State of Morelos, seriously weakened the right to a healthy living environment  through the uncalled for cutting of a forested area and the destruction of micro environments, and eliminated the right  to enjoyment of historical, artistic, and cultural patrimony through the destruction of ancient archeological sites and monuments, as well as murals and sculpture  which were representative of Mexico’s art of the second half of the 20 th century .  The constitutional civil and political rights of citizens were trampled on when authorities proceeded with repression against those who filed judicial suits and participated in peaceful resistance in opposition to the destruction of the site [i]. Arrest warrants are still in effect over a year after having been issued against  peaceful citizens whose only crime is to have defended the environment.  The case of the Casino de la Selva questions the quality of Mexico ’s democratization, in terms of justice and respect for human rightswith regard to the possibility of seeking redress from independent tribunals within a judicial system where the recognition of environmental rights has been virtually nill.  One only needs to look at the number of lawsuits filed and rejected  at various levels of the legalsystem:  the Contentious Administrative Tribunal, the Attorney General of the Republic, the National and State Human Rights Commissions, among others, all of which have been charged with protecting and watching out for the respect and fulfillment of the law.    The fundamental rights of those who have defended the Casino de la Selva have been trampled upon, and along with their environmental, cultural, civil, and political rights [ii]. 
 
 
(see http://www.cinu.org.mx/prensa/especiales/2003/dh_2003/4desc.pdf)  
 
_____________________ 
 
[i.] On August 21, 2002, Upon learning that  the State Human Rights Commission had requested that the Municipal Government of Cuernavaca take the necessary precautionary measures to avoid the irreparable violations which had been denounced, consisting of irreparable damage to be carried out against the flora and fauna of the area on the grounds of the Casino de la Selva , members of the Civic Front for the Defense of the Casino de la Selva immediately tried to stop the felling of the trees which the company had initiated  that morning.  A new chapter of the Civic Front’s struggle began on the 21 st of August 2002.  That evening municipal and state authorities ordered the violent eviction of the sit-in which members of the Civic Front had been holding outside the walls of the Casino de la Selva.  The result was thirty-three people beaten, arrested, and accused of mutiny, sabotage, attacks against the routes of communication, resisting arrest, and inciting others to commit  a crime.  A year after the brutal repression the State Human Rights Commission issued a Recommendation to the governor of the State of Morelos , the Secretary of Government, the Attorney General of the State, the State Secretary of Public Security, and the Municipal President, among other authorities.  
 
[ii.] Miguel Agustin Pro Human Rights Center, the Fox Commitments in Johannesburgh and the Case of the Casino de la Selva , Mexico, September 2002. 
 
======================= 
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