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Leveraging the Power of Money as Shareholders
The Tactic: Leveraging Shareholder Power

ICCR Members, who are religious institutional investors who own shares in many large transnational corporations (TNCs) based in the United States, use their position as shareholders to file shareholder resolutions and meet with top management to press corporations to adopt socially and environmentally responsible policies and practices, including the adoption of comprehensive, transparent, verifiable human rights policies based on international human rights standards.

In the United States, shareholders have the right to file a 500 word resolution—a statement calling on the company to take a specific action, in this case, to develop and implement a human rights policy.  

 

The resolution is voted on by all shareholders in the company and the proponents of the resolution have the right to make a statement in support of the resolution at the annual shareholder meeting.  If even only 15-25% of all shareholders vote in favor, the company knows it has to address the issue presented.

Most companies view filing the resolution as negative criticism which they want to avoid.  Companies do not want the resolution voted on by all the shareholders. This creates a negotiating moment.  The proponents can withdraw the resolution so it won’t go to a vote, if the company agrees to do what the resolution call for.  Then the shareholder group meets regularly with the company and monitors whether or not the agreement is implemented. 

ICCR Strategy for Changing Corporate Performance

The strategy of using shareholder activism to bring about changes in policy and in performance of transnational corporations (TNCs) is strengthened by involving,

· A number of institutional shareholders in the company—religious institutions, union pension funds, public pension fund; 

· Non-governmental organizations, in the US and in specific communities where the company is operating around the world (examples, Hong Kong, China, Maquiladora sector in Mexico, Niger Delta in Nigeria, and South Africa). 
ICCR has been able to create step-by-step changes with this strategy  because of its long experience focusing on corporate social responsibility (since 1971) and because it is well connected to other institutional investors and to grass-roots NGOs from various parts of the world who become partners in working to change specific companies.

ICCR is a coalition of 275 religious investors from the Catholic, Jewish and Protestant communities in the United States with a combined investment total of over $100 billion.  In addition to religious members, ICCR has over 30 associate members who join in shareholder actions to promote human rights and social responsibility.  These institutions include socially responsible investment firms, public pension funds, union pension funds, foundations, human rights groups and universities. 

ICCR has developed relationships with a number of local and regional groups in other countries that are campaigning for respect for human rights and labor rights.  These transnational relationships help to confront the negative affects of corporate behavior by linking NGO human rights and labor activists to shareholder activists. 

The Problem:  Growing Corporate Influence

A number of powerful transnational companies operating in today’s global economy have directly or indirectly committed human rights abuses in communities where they operate.  

· Unocal has come under concerted pressure from international human rights groups, religious shareholders and a lawsuit, now moving forward in US Federal Court, for participating in the building of an oil pipeline through Burma, whose government has a well-documented record of systematic human rights violations, including the use of forced labor.
· Shell International faced criticism from many quarters for its muted response to the Nigerian government’s human rights abuses and executions of nine Ogoni leaders, including Ken Saro-Wiwa. 
· Talisman Energy, a Canadian company, was forced into selling its oil development assets in Sudan as a result of pressure from human rights activists and shareholders. Credible allegations had been made that Talisman’s oil development infrastructure (e.g. airfields) were being used by the Sudanese military to conduct military operations against civilian populations. 

There are many more examples of corporations that have been charged with direct and indirect human rights violations, including:
· Alcoa Aluminum, Chevron Texaco, Coca-Cola, Exxon Mobil, Monsanto, Newmont Mining, Occidental Petroleum and Wal-Mart. 

Case Study:  Applying the Tactic to Alcoa Aluminum

 

ICCR’s Human Rights Working Group focuses on ten key transnational corporations (TNCs).  One company is Alcoa Aluminum, a US-based transnational operating in 41 countries.  ICCR first interacted with Alcoa in 1994, focusing on its Mexican operations because of low wages, worker rights abuses and health and safety violations.

The Alcoa factories in northern Mexico are located in the Maquiladora sector, where factories assemble or finish products for the export market.  

These factories share many characteristics with Export Processing Zones in Central America, Asia, Eastern Europe and Africa.

Step-by-Step Process: 

· ICCR members filed a shareholder resolution with Alcoa in the fall of 1995 calling on the company to address the low wages and poor working conditions in their plants, owned and operated by Alcoa.  The company called for a meeting to discuss the resolution. 

· ICCR set up a meeting with the company in Cuidad Acuna, Mexico because the company has a number of plants in that area. 

·  The company sent five top managers, and ICCR had shareholders, plus 12 workers from Alcoa plants and two representatives of the Coalition for Justice in the Maquiladoras. 
· Workers explained how little their wages could buy of the basic necessities for their families, plus they had not received the full wage increase mandated by the government.  They had not received their legally mandated profit-sharing paid annually. They presented other issues, including health and safety violations. 

·  Alcoa did not respond favorably, so the resolution went to the ballot to be voted on at the annual meeting in May 1996.  The shareholders and workers sent a letter to Alcoa’s Chief Executive Officer, Mr. Paul O’Neill detailing the problems. 

· The shareholder meeting took place in Pittsburgh, Pennsylvania, Alcoa’s headquarters.  Before the meeting, ICCR shareholders, along with several unions sponsored a rally where two Alcoa workers from Mexico spoke. 

·  In the shareholder meeting, the resolution was presented, ICCR members and workers spoke about the low pay, lack of sanitation, and safety issues and the Chief Executive Officer responded that these allegations were not true.  The resolution got about 8% of the vote.  There were favorable reports of the workers’ testimony in the local and regional media. 

· The Chief Executive Officer finally agreed to meet with ICCR and the workers right after the shareholder meeting.  One of the workers told the CEO about a woman, who the week before, had gotten her leg caught in some machinery at the Cuidad Acuna plant and was out for four days. The injury was not recorded. 

· The CEO promised a high level investigation in the next six weeks. 

Results of the Investigation:
· Workers salaries were increased by $5.30 a week putting $30,000 more a week into the salaries of workers. 

· Profit-sharing was paid. 

· Protective equipment for the workers was distributed. 

· Overtime was made voluntary instead of mandatory. 

· Bathrooms were reconstructed to make them more accessible to workers. 

· A Worker Complaint Mechanism was created to communicate worker issues to management. 

· The head of Alcoa’s Mexico operations was fired because he did not report on a gas leak that hospitalized a number of workers. 

1996-2004 Continued Work with Alcoa 

· Workers and shareholders continue to meet 2-3 times a year to focus on worker issues in Mexico, specifically on the right of workers to form a union.  ICCR has worked closely with the American Friends Service Committee and the Committee of Border Women in Mexico to press for concrete workplace improvements. 
· Shareholders filed a resolution in 1999 and 2000 calling on the company to adopt a human rights policy for its global operations. 

· The resolutions received substantial support from other shareholders. 
· In 2001, Alcoa adopted a human rights policy that includes the right of workers to organize unions; payment of compensation that meets or exceeds the legal minimum set by governments; respect for the cultures, customs and values of people in the communities where Alcoa operates, taking into account their needs, concerns and aspirations; and prohibition on use of forced labor, child labor and discrimination or harassment of any kind. 

· Shareholders and other groups continue to press the company to implement its human right policy in all its operations and to support the sustainability of the communities in which Alcoa operates. 

· Problems continue to exist in Mexican plants, but there is a clear line of communication between workers, shareholders and the top management of Alcoa. 

Evaluation of the use of shareholder influence with corporations:

Weakness—

1. Large transnational corporations (TNCs) are powerful institutions and do not change if only one tactic by shareholders is used.  This tactic needs to be combined with other tactics, including lawsuits, corporate campaigns, consumer boycotts, research and reports detailing corporate behavior and government enforcement of laws. 
2. Corporate human rights policies can be adopted without changing corporate behavior.  Implementation and monitoring are essential, or else the policies become public relation gestures. 

3. To gain long-term change in corporate behavior, we need more than voluntary adoption of human rights policies by corporations.  There needs to be enforceable mechanisms that all TNCs and other business enterprises are required to adopt and implement based on international law. 

Evaluation of the use of shareholder influence with corporations:

Strengths—

1. Institutional shareholders committed to social and economic justice have, as part owners of the corporation, a foot inside the company and therefore have mechanisms of communication, like the shareholder resolution, they can use to raise issues and press for change. 
2. There are many allies in civil society to partner with religious and socially responsible investors in pressing corporations to adopt policies that respect human rights and accept independent verification of company performance. 

3. Negative publicity and the risk to corporate image have motivated some companies to begin to use their influence to improve the labor and human rights conditions in their operations and their supply chains. 

4. Progress is a slow step-by-step process.  We have to have a strategy that is long-term, not for a year or two. 
5. There is a growing international consensus that corporations must address their responsibilities to promote and protect human rights. 
6. Human rights activists anywhere working on corporate accountability can develop international links to religious and socially responsible investors in other countries as allies in their struggle to stop harmful practices of transnational corporations (TNCs).   

Working together, positive change can be created! 
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