Dear TIAA-CREF,


As you consider what companies to target for shareholder action this Fall I would like to suggest Wal-Mart is an excellent candidate.


Wal-Mart’s business model is to externalize all possible costs.  Although this allows the company to sell many items cheaply, its model is built on exploitation, and despite its overall sales growth, the company's stock has had a lackluster performance over the past several years (see below).  And its effect on society, and the economy in the longer run, is harmful. The participants for whom TIAA-CREF is managing retirement capital want to retire into a clean environment with healthy communities.  Wal-Mart has been indifferent to both.  And in purely financial terms, the health of the entire economy is undermined by Wal-Mart’s business model.  In the global economy, where some countries have low or no labor standards, it may always be possible to squeeze labor costs to sell goods at a lower price, but at a cost of relying on practices under which you would not want your children to work.  


TIAA-CREF has a history of effective engagement with companies, especially on matters of corporate governance.  We see the social and environmental costs imposed on the world by Wal-Mart as rising to a governance issue.  When management goes too far, shareholders and society have to rely on the board of directors to bring them back.  It is up to the board to bring the values of society into the company, saying to management that making as much money as possible is good so long as you are not using up the ability of society to thrive for the indefinite future.  Wal-Mart has crossed this line and we call on you to join with the other serious campaigners to bring it back.


Wal-Mart has taken an initial step in agreeing to prepare a report on its environmental impacts, one which may include company policies, company performance and company targets.  A good model for this is the Global Reporting Initiative, which has become the generally accepted international standard for sustainability reporting.  Last year, a well reasoned shareholder proposal requesting Wal-Mart to make such a report, but including social concerns, as well, appeared in their proxy statement. It received just over 16% of the vote.  This amounts to 27 percent of the non-insider shareholders (41% of Wal-Mart shares are owned by insiders). Wal-Mart needs to extend this report to cover many troubling issues beyond the environment. Various other resolutions have been filed at the last few Wal-Mart meetings that might be useful, as well, in your outreach attempts (equal opportunity, worker intimidation, pay disparity, and so on).


One of the oldest socially responsible investors, Calvert, publishes a table rating the largest 100 American companies on their corporate responsibility.  Companies are rated on a scale of 1 (substantially below Calvert standards) to 5 (superior).  Wal-Mart is rated 1 on four out of five scales, and it only achieves a 2 on “business practices.” Lowest ratings that are of interest to TIAA-CREF participant concerns are on "environment," "human rights," and "community relations." Wal-Mart was far and away the worst rated company in the top 100 list.

(see http://www.calvert.com/sri_calvertratings.html?format=print )


Let me list some specific actions which we want Wal-Mart to take.  Knowing that your participants are very concerned about the quality of life in their communities, as well as the greater problem of human rights, may be helpful for your shareholder campaign. (We realize that you can not take up all these concerns, at least not all in the same time period.)
1. Supplier Oversight:

a. Has Wal-Mart created an independent, unannounced factory inspection program for its supply network?

2. Company Employee Policies:

a. Has Wal-Mart made progress in allowing its workers to organize into unions?

b. Has Wal-Mart ended all repressive public policies regarding employees interested in forming a union.

c. Has Wal-Mart considered the issue of pay equity, increasing  the pay for workers to ensure that no employee, on a Full Time Equivalent basis, is working below the poverty level based on their family size, and seek to increase pay for all workers at least 10% above the prevailing wage for that trade area.

d. End  the practice of mid week payroll adjustments;

e. Increase the percentage of workers receiving company-sponsored health insurance, and 

f. Seek to work with states to reduce the reliance by Wal-Mart workers on publicly supported health insurance programs like Medicaid

3. Real Estate Concerns:

a. Has Wal-Mart begun a citizen engagement campaign whenever it applies to build a big box store?  This should include  meeting with neighbors of every proposed store, to solicit their concerns and ideas for development.   Wal-Mart should be prepared to relocate the site of the proposed store if the community does not want the facility.  

b. We request that Wal-Mart close down its warehouse store at Teotihuacan, Mexico, and in other areas where it is not wanted such as Juchitan, Oaxaca and Patzuaro, Michoacan. 

c. We propose that Wal-Mart adopt the following criteria for locating stores:

i. Emphasize infill and reuse of existing buildings, and use greenfield development only as a last resort; 

ii. Limiting the footprint of a building to 1 acre, with a total size limit of three stories;

iii. Whenever possible, locating parking underground, or in an enclosed building, bringing the store itself up near to the street;

iv. Avoid  "monolithic" design by involving local people in the conceptual planning for the store and the open space around it;

v. Locate stores at least 10 miles apart;


As you are aware, many organizations are campaigning with Wal-Mart as a focus for the complete lack of ethical responsibility in the present global economy.  A good study of the economic problems caused by Wal-Mart and other big box stores may be found on the Livable City web site.  An article by Susan Moffat outlines the conclusions of a well researched study for the City of Austin, TX at http://www.liveablecity.org/bigbox.php .  The article provides links to the original study and notes that the study also "presents some 'best practices' of big box regulations developed by other jurisdictions nationwide and makes specific policy recommendations to City Council."


Because Wal-Mart is receiving pressure from so many civic and government organizations, any shareholder action taken by TIAA-CREF will have leverage.  Some of the campaigns we know about are:

· Cities applying minimum wage laws to big box stores ( http://www.suntimes.com/output/business/cst-fin-bigbox24.html ):

· Chicago

· San Francisco

· Washington, D.C.

· Santa Fe

· The Maryland law requiring Wal-Mart to pay into the State’s health insurance program if they fall short of paying 8% of payroll for health insurance. 

· Class action lawsuit by female employees ( http://www.walmartclass.com/public_home.html )

· Litigation by illegal aliens claiming they were underpaid

· Litigation by the EEOC representing disabled applicants for employment

· Credible accusations of racial profiling by Wal-Mart

· On its web site www.sprawl-busters.com lists 277 communities that have “beaten a big box store in their community at least once.”

· Coop America devotes a long section of its Spring 2006 Quarterly to analyzing the “Wal-Mart problem” and offering citizen responses.

· Public interest in Wal-Mart has reached the point that now prominent politicians are criticizing the company at rallies (e.g., Joe Biden, Joe Lieberman, and John Edwards).

An example of how far one socially responsible investor has gone with Wal-Mart is the action taken last year by the large Norwegian Government Petroleum Fund.  This is the Government fund that invests the country’s petroleum money to provide a source of income after the oil runs out.  


Sprawl-Busters is an NGO that has been campaigning in this area for some time ( www.sprawl-busters.com ).  In a report on its web site, Sprawl-Busters reports:

“Sprawl-Busters has received a copy of the recommendations of the Norwegian Government Petroleum Fund to drop Wal-Mart stock from its portfolio because the company runs its business in an “ethically unacceptable manner.”  The Government Pension Fund, which invests surplus oil wealth in foreign stocks and bonds, owned about $430 million in Wal-Mart stock as of the end of 2005. The Petroleum Funds Council on Ethics made its report to exclude Wal-Mart stock from its investments last November, but the decision to drop the retailer’s stock was not made public until early June, 2006. The Council of Ethics report concluded that by owning Wal-Mart stock, the Petroleum Fund would be complicit  “in serious or systematic violations of human rights.” The report noted that “Wal-Mart is alleged to run its business operations in a manner that contradicts internationally recognized human rights and labor rights standards…There are numerous reports alleging that Wal-Mart consistently and systematically employs minors in contravention of international rules, that working conditions at many of its suppliers are dangerous or health-hazardous, that workers are pressured into working overtime without compensation, that the company systematically discriminates against women with regard to pay, (and) that all attempts by the company’s employees to unionize are stopped. dangerous or health-hazardous, that workers are pressured into working overtime without compensation, that the company systematically discriminates against women with regard to pay, (and) that all attempts by the company’s employees to unionize are stopped.”                                                                           ( http://www.sprawl-busters.com/search.php?readstory=2406 )

With the Norwegian action on their minds, we hope that the management of Wal-Mart will be more receptive than in its past to shareholder pressure from TIAA-CREF and we hope you will put them on your list for this proxy season. However, if Wal-Mart proves unwilling to meet your standards for acceptable corporate behavior, we recommend that:

·       CREF on its own require Wal-Mart to measure up to CREF standards, or risk exclusion from the portfolio. CREF is in a position to expect answers and changes in corporate attitude, or to make the decision on its end to exclude WMT stock as an investment. CREF can act independently, not respond as if CREF’s hands were tied by the Wal-Mart Board’s control by the Walton family.

·       The CREF board carefully review the Norwegian Petroleum Fund decision to exclude WMT stock, and hold a conversation with CREF shareholders about their response to the NPF decision. Actually, TIAA-CREF should begin such a review at this time and begin such dialogue over the coming months, even while shareholder activism decisions are made and implemented.

To sum up, the “Wal-Mart economy” is not sustainable, and Wal-Mart, as its leader has problems.  Added together, we consider Wal-Mart a poor investment for the long haul.  Sooner or later its unsustainable practices will catch up with it; Wal-Mart recently had its first quarterly profit decline in ten years.  We request TIAA-CREF to use its best efforts to turn the company around.  And if the company is unresponsive, we ask TIAA-CREF to dump the stock while it is still worth something, because it will not be for ever. And things are already moving downhill, as one recent Associated Press article outlined:

"Some analysts question whether Wal-Mart can regain growth rates that made it a darling of Wall Street in the 1990s. After precipitous gains in the 1980s and 1990s, the stock peaked at around $70 in January 2000 before losing steam to linger mainly in the $50-$60 range. It has lost another 3 percent this year to current levels around $45. Wal-Mart's earnings per share rose more than 16 percent per year on average over the past 10 years and sales grew by annual rates between 12 percent and 20 percent. But all that has slowed, with earnings per share up about 11 percent last year and sales up just 9.5 percent." In addition, WMT's same store sales increases used to be in the double digits during the 1980s, but today are around 4%. Part of WMT's lackluster stock performance is due to the growing criticism aimed at the company by community groups and organized labor.

Sincerely yours,


Al Norman, Regina Discenza, Sprawl-Busters

            info@sprawl-busters.com
            413-772-6289
