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Making a Difference by Michael Kramer

Dow Sustainability Index Not Enough
When an index bears the Dow Jones name, it’s taken seriously
around the world, and the Dow Jones Sustainability Index
(DJSI) is no exception. The DJSI, which focuses on the largest
corporations in the world, started in 1999. While there are
older and more widely used sustainability-focused indexes,
the DJSI’s institutional credibility continues to garner the
lion’s share of media attention. Who gets in, who moves
up, and who’s in the top tier are all fodder for news stories,
basking companies in a “green” spotlight. Thanks to its high
profile, the public may believe the DJSI is the sustainable
and responsible investment (SRI) industry standard. But it’s
not, and here’s why.

“Best-in-Class” Doesn’t Mean Much

Natural World View by Hal Brill

Investing with an Evolutionary Perspective
Now that we’ve outlived 2012’s end-of-world prophesies,
the New Year beckons us to turn our attention towards
the future. Our problems haven’t gone away, and neither
have our opportunities. As investors, we strive to thrive
in a future that will undoubtedly surprise us. To guide us,
we assemble a view of the world that is as unbiased and
complete as possible.

The DJSI doesn’t exclude any sectors from consideration, in
contrast to SRI industry norms. This is problematic because
grading on a curve doesn’t take a stand on which sectors
are – and aren’t – leading us towards a sustainable society.
Consider: the DJSI includes such companies as Monsanto,
Exxon Mobil, Enbridge (oil and gas pipelines, including tar
sands), Dupont, Altria, and Newmont Mining.

We have discussed how
“scenario planning” is an
essential tool to help us question
our own assumptions.
But
as one begins the exercise of
thinking deeply about the future,

If companies are only benchmarking their progress
against one another, how do they, or we as investors and
consumers, know when they’ve achieved a truly credible
sustainability standard? Should we really be celebrating
companies with marginally
less carbon emissions than
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But this is harder than it seems
– our perceptions and points
of focus are shaped by our
personal experience, cultural
context, genetics, and more.
We “see what we want to
see,” then mistake that view
for objective reality. Today’s
diversity of media heightens
this possibility – we can choose
which blogs, websites, sources
we wish to visit; generally we
choose ones that reinforce our
preconceptions.

Natural World View continued from cover
they may discover that some scenarios are harder to envision
than others. I, for instance, have a certain resonance with
scenarios that either extrapolate the future from the way
things are now (we’ll keep muddling along), or in which
some of the basic structures of modern life (economy and
ecology) will collapse.
What I find difficult to lock into is a vision of the future that
is both realistic and compelling – neither static, nor dreamy,
nor dire. I’ve always thought of myself as an optimistic
person; I’ve spent my life seeking out and weaving together
the pieces of a sustainable future. So it’s humbling to discover
how easily I can fall into a rather grim view of the future.
Only recently have I concluded that I need to supplement
my information-diet with regular infusions of inspiration!
Fortunately, there are plenty of ways to foster a clearer,
neutrally receptive stance. For me, the starting place
is to still myself and bring my heart into the present
moment. Physical exercise, preferably out in nature, is also
good medicine.
Simple steps like these bring a sense of calm and gratitude
to my work in the world. This feels great and has all sorts
of benefits, but it doesn’t get me outside of the mold that
I identify as “me,” complete with well-worn points of view
and comfortable habits. For that, I need an overarching
worldview that helps me make sense of the bigger questions
of life: Where did we come from? Where are we going?
Learning about “worldviews” has helped me make sense
of the vast differences between people. Our worldview
becomes a sort of filter through which we experience the
world. My first real taste of their importance came from the
writings of George Lakoff, a linguist known for his metaphor
of the Republican/Democratic divide as one between a
“strict” and “nurturing” parenting model as the foundation
for one’s view of the role of government. This helped me
come to terms with the re-election of George Bush in 2004,
which forced me to accept that fact that many Americans
obviously saw the world much differently than I did.
Carter Phipps, in his book Evolutionaries: Unlocking
the Spiritual and Cultural Potential of Science’s Greatest
Idea, says “worldviews are like invisible scaffolding in our
consciousness, deep conclusions about the nature of life
that help shape how we relate to just about everything else
around us. . . . We don’t have worldviews, for the most part
they have us.” Worldviews are so deeply engrained that
they are hard to recognize. Phipps’ book showed me that
the reason I have difficulty envisioning a generative future
scenario, one where humans rise to the challenge of our
situation and create a more meaningful and sustainable
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world, is because I lacked a worldview that could embrace
this potential trajectory.
Phipps’ work takes the scientific concept of evolution
and elevates it as the unifying principal of an emerging
new worldview. “Evolution transcends biology. It is better
thought of as a broad set
of principles and patterns
that generate novelty,
change,
and
development over time.” He
credits Pierre Teilhard de
Chardin, a French Jesuit
priest, for being among
the first to recognize that
evolutionary perspective
would be the insight
that would someday
transform human culture.
As de Chardin proclaims,
“We are moving! We are
going forward!” All that
humanity once thought
was fixed and static,
from matter to culture,
technology and even spirituality, is now seen to be part of
an evolving cosmos that is going someplace.
Discovering this evolutionary worldview, and seeing how it
applies to virtually all aspects of life, is a very juicy concept.
But it takes practice to see the world through evolutionary eyes. One needs to shift into a larger perspective
of time; during the short span of our own lives we might
see instances when evolution takes a step backwards. As
Benjamin Franklin observed, “no pain, no gain.” Despite the
setbacks, the bigger sweep of evolution has brought us from
stardust to Shakespeare, a realization that can fill one with
optimism even in the face of problems as serious as climate
change and school killings. “Evolutionaries recognize the
vast process we are embedded within,” says Phipps, “but
also the urgent need for our own culture to evolve and for
each of us to play a positive role in the outcome.”
It is this point that brings us back to investing. Investing with
an evolutionary worldview means that we are committed to
moving the ball forward, applying a portion of our capital
and energy towards lifting up projects and companies
that share these values. If nature can generate a beautiful
new butterfly perfectly adapted to a particular niche, then
perhaps it is possible for humans to align with evolutionary
principles and generate “novelty, change, and development”
that gets us beyond today’s seemingly intractable challenges.

Making a Difference continued from cover
A sustainable society is best achieved by reaching consensus
on how to make a healthier society and planet. For forty
years, the consensus among SRI managers on ESG screening
has meant exclusion of tobacco, alcohol, gambling, firearms,
nuclear power, and military contractors in indexes and
investment products. Exclusion of these sectors is widely
considered to be the foundation of the SRI industry, so
ignoring this best and standard practice is a significant flaw
of the DJSI’s construction. Today, discussion is turning toward
expanding this “avoidance screening” practice to include
some carbon-centric sectors.

Sustainability’s Narrow Definition
If you’re travelling in the wrong direction, slowing down
doesn’t really solve the problem. Sure, reducing carbon
emissions and waste while conserving energy and water make
a difference, but society should not be celebrating industries
that are, in fact, the primary cause of ecological and health
problems. The truth is that
the global human response to
climate change and degrading
ecological systems is grossly
inadequate. Industries that are
in the business of polluting
or whose processes and
products create toxicity that
cannot biodegrade should
be required to change their
practices, not be put into an
index and championed as if
they are saving the planet.
The DJSI may include corporate information across numerous
categories, including some social and governance issues,
but it doesn’t intentionally include those industries that are
leading society in a more sustainable direction, such as
organic, recycled, or biodegradable products. While most
such companies aren’t large, they are leading the transformative charge. But the DJSI instead evaluates the largest
companies in all sectors across broad environmental, social
and governance criteria, while omitting the following issues
common in ESG analysis:
• Board of directors minority representation or options
expensing
• Management fraud and SEC violations
• EPA violations
• Climate change risk
• Environmentally-friendly products and services
• Political contributions disclosure
• Cultural diversity in management
• International Labor Organization standards regarding

child labor and workplace conditions
• National Labor Relations Board cases and findings
• Hazardous or unsafe products
• Deceptive marketing or consumer fraud
• Animal cruelty in research, development, and
production
• Operations in oppressive political regimes
• Relocation to countries that allow practices that are
against domestic law
As these are among the issues widely accepted by
longstanding SRI managers and research firms, their lack of
consideration limits the credibility of the DJSI.

Transparency and Disclosure are Low Bars
The DJSI relies primarily on corporate self-disclosure.
Welcome as it is that more companies are choosing to share
information with ESG research firms and
investment managers, awarding points for
transparency and disclosure means little if
what’s being revealed are practices harmful
to employees, customers, investors, communities, and the environment.
For example, a company may reveal its
supply chain procurement standards, risk
management protocols, or environmental
impact and sustainability measures, but reports
that illustrate harmful policies and practices
should not be valued over companies that
avoid these challenges or implement credible
solutions to these problems. Mandatory
disclosure using clear performance standards is the only true
way for the public to develop an accurate understanding of
ESG issues across an industry and for investors to make truly
informed investment decisions.
Similarly, disclosure of CEO and median employee compensation is not the same as assessing whether or not executive
compensation is excessive in both absolute terms or relative
to cuts in company-wide labor costs during hard times.
Finally, a company can have a code of conduct regarding
employee behaviors, but if the code’s standards are not
assessed by the rating agency, the public doesn’t know if the
code is adequate.
Unless one looks closely at the underlying methodology of
ESG investment indexes, it’s difficult to know what is being
evaluated. Nevertheless, even though corporate leadership
within a given sector does have an impact, companies
placed on a list claiming to reflect principles of sustainability
should truly push human civilization in this direction. Being
better than others is not good enough.

3

Beyond the Headlines
Please Step Back from the Cliff!
by James Frazier
As I write this column during the last few days of 2012, the
President and Congress are engaged in tense last-minute
negotiations to avert the so-called “fiscal cliff” of tax
increases and spending cuts. By the time this article reaches
your hands, many more developments will have occurred
that I cannot anticipate. More rounds of negotiations may
have started and failed, a new Congress will have been sworn
in, and some bills may have been passed to delay the worst
effects of the cliff. However, the big picture around these
issues will barely have changed at all. And they certainly will
not be resolved.
How did we get to this point? And what can be done to get
our country on a more sustainable path financially?
The roots of our current challenges started in the 1970s. That
time marked the end of the post-World War II economic
boom, which generated incredible wealth. Those gains were
distributed relatively evenly between the wealthy and the
rest of the country, helping to create what we now know as
the middle class.

In the last decade, we have seen an acceleration of these
effects. President Bush successfully promoted a massive tax
cut, primarily for the wealthy, just prior to the September
2001 terrorist attacks that led to an explosion of military
spending – all on borrowed money. Income and wealth
disparity, and social tension, have been sharply on the rise
since then.
This brings us to today. In my view, the two sides squaring
off against each other in Washington, DC, either want to
continue the borrowing binge in an effort to maintain the
status quo services and entitlements (Democrats), or want
to cut the government’s spending, borrowing, and revenues
down to a size where it would be basically ineffective at
anything but continuing our projection of global military
power (Republicans). Where’s a third party when you need
it most?
No one is talking about drastically reducing the cost and
scope of our global military empire, but they should be, and
eventually, they will be. No one in Congress is talking about
raising taxes on plentiful domestic fossil fuel production
or carbon emissions. This could fund the development of

In the aftermath of the economic and social unrest of
the seventies, a re-energized conservative movement
emerged to begin reversing the populist policies
that created our social safety net. A decades-long
progression of lowering tax rates on corporations and
the wealthy, and raising them on the middle class,
ensued. Other policies worked to weaken unions and
globalize the economy in order to facilitate greater
competition and cheaper labor.
We now know that “real” wages (defined as the
purchasing power of the average worker’s paycheck,
after inflation) peaked in the 1970s. In an economy like
ours, in which consumer spending is about 70% of the
International Institute for Strategic Studies http://bit.ly/X3mdKT
economy, how can we expect to prosper when real
wages are in long-term decline? Over the same time
a next-generation green economy and start curbing the
frame, the federal government’s defense budget has more
increasingly costly and devastating effects of climate change.
than doubled on an inflation-adjusted basis, reflecting the
No one is talking about moderately raising taxes on corporahigh cost of managing a global military that no other nation
tions, in spite of their record profits, to help fund the social
would consider paying for. How do we afford these things?
support systems that provide the educated, healthy, and
So far, the answer to that has been more debt, at every secure workforce and consumer base that future corporate
level. Government debt has tripled relative to the size of our profits will depend on. Perhaps, with time, they will be.
economy, as tax aversion dogma has robbed the government
In the meantime, all I’m seeing on the table are temporary
of sufficient revenues, and falling interest rates have made
fixes and Band-Aids that simply push real solutions even
it easy for politicians to spend freely. Household debt has
further down the road. Let’s hope that this gridlock ultimately
more than doubled, primarily to maintain the middle-class
leads to a more expansive conversation about how to get our
lifestyle while real wages stagnate.
country on a more sustainable path going forward.
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Building Sustainable Community
Reconnecting with Home
by Malaika Maphalala
This fall brought a big transition in my life. My oldest
daughter started college this year, freeing me up to return to
east Hawaii, my home of twenty years. It’s been interesting
to come back to Hawaii after three years of being centered in
the city of Portland, Oregon. I’m struck by the
changes – once sleepy little Hilo town seems
to be having a renaissance. There are new
shops and restaurants and the downtown
area is bright, creative, and colorful. “Think
Local, Buy Local” signs are everywhere
and the shops are full of beautiful, quality,
island-made creations. I can directly see the
impact of the work my friend and colleague,
Michael Kramer, has been doing in this
island community. He played a critical role
in the founding of a local BALLE chapter,
called “HALE” – Hawaii Alliance for a Local
Economy. The organization, led by
newly named BALLE Local Economy
Fellow, Andrea Dean, spearheaded
the “Think Local, Buy Local”
campaign to increase awareness
about the value of supporting local
business. Their website states that
“Independent businesses located in
communities that have an active ‘buy
local’ campaign operated by a local
business organization (such as HALE!)
experienced
markedly
stronger
revenue growth compared to those
in areas without such an initiative.”
The results are clear in Hilo. Andrea
also drove the Kanu Hawaii Eat Local Challenge – a project
near and dear to my heart because my youngest daughter
and her 4-H club made a fantastic video (see bit.ly/YLrndK)
documenting their week-long commitment to eat only
locally grown foods that culminated with a feast prepared
for their friends and families.
This is a place where most of my closest friends are farmers,
and it’s a treat to see the growth of their farms and businesses
over time. My old friend Lava Stacey and her partner Steve
Sayre are the founders of Puna Goat Cheese, a farmstead
cheese business based on their own Lava Rocks Farm. I
actually designed the labels for their fledgling business years
ago, and I get a kick out of seeing their products on store
shelves today still boasting the same hand-painted label. Lava
and Steve started their farm with six goats producing five
pounds of cheese a week; Lava Rocks Farm now has sixty

goats and produces 180 pounds a week! Today their fine
goat cheeses are in all the island health food stores, the local
chain of grocery stores, and featured at the Four Seasons
resorts in both Hawaii and Lanai. And wonderfully, her four
sons, who I watched grow up, are now contributing to the
family business and helping it grow. You’ll find someone from
their family every week at one of the many farmers markets
in the area, displaying
their delicious chevres,
spiced feta, and new
goat milk soaps. That’s
a great success story
to me.
On a personal level,
I feel like I’m getting
acquainted with my
old community anew.
I’m deeply appreciating coming back to
a rural, homesteading
lifestyle and I find
myself thinking about
what building a sustainable
life and community really
means to me. I’ve begun
with getting rooted in my
own home, my work,
and garden. Thanks to
Hawaii’s year-round warm
weather, I get to spend time
outdoors every day, and
nothing counteracts a day
of working at the computer
like some time in the garden.
I’m getting excited about the coming kale, lettuce, and green
beans, and just made my first batch of sauerkraut with
homegrown cabbage. On Saturdays, we spend the morning
at our friends’ farm taking care of milking the animals so our
friends can catch a break and we can get our week’s worth
of fresh milk. And on a grander scale, we generally spend
our Fridays in Waimea where we’ll be leasing fifty acres of
pastureland starting in January. We’re beginning to install
cross fencing and intend to run a sustainably managed,
rotational grazing system for cows and possibly a few other
types of animals. The land has been deforested and we want
to plant trees to reforest portions of the property as wind
breaks and to manage soil erosion. It’s a big project – one
that both excites and overwhelms. I’ll be taking it one step
at a time – getting re-rooted in place, reconnecting with old
friends, and finding my place in the greater community.
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Beyond the
Holistic
Solutions
Headlines
Regenerative Investments
by Christopher Peck
As an expectant father, the phrase “it takes a village to raise
a child” has been running through my mind lately (not far
behind is Bill Maher’s riposte “some of us in the village are
busy, you know, doing things, in the village”), and I’ve been
reveling in the closeness of family, friends, and community.
Some of these folks (thanks mom) have been suggesting the
inverse: “it takes a child to raise a village.” Reciprocity and
interdependency are fundamental features of living systems;
nothing is an island unto itself. So why do economists think
the economy is? Can we build reciprocity and interdependence between living systems and the economy?
Nature’s ecosystem services (services such as breathable
air, clean water, the foundation for the provision of food for
people, etc.) were valued in 1997 by Robert Costanza and
colleagues at Portland State University at $44 trillion a year
(2012 dollars), which is approximately twice the global GNP.
Without these ecosystem services the financial economy has
very little value, as life and the economy cannot continue
without something so fundamental as breathable air! These
estimates might be very low, and the stock of natural capital
could easily be valued at ten times this amount.
For a few hundred years we have taken for granted that we
can use and sometimes abuse these ecosystem services
and natural capital without paying any rent or doing any
significant investment or maintenance support. Obviously
that needs to change. Not as penance but for profit; and not
for that sole function but for several. For fifteen years, here
at Natural Investments we’ve been advocating for a change,
using an investment class that we call regenerative investing.
This is an evolutionary area in the investment world, where
very little money, time, or effort has been contributed; yet
increasing our investments in this area is essential and will
be profitable. To put a definition to it, regenerative investing
is the contribution of financial resources, time, or labor into
initiating, supporting, or enhancing the development of an
integrated living system. A living system is any complex
group of living beings, such as a grazing system, woodlot,
or sustainable farm, including the people and financial
resources that are a part of this natural system. In addition
to enhancing living systems, part of the aim of regenerative
investments is to align with the amazing fecundity of nature
and build a human system around this fecundity that benefits
people, profit, and planet.
Joel Salatin, sustainable farmer extraordinaire, writes about
his experiences with this richness of life in his 1998 book,
You Can Farm: “Much of our farm resembled those pictures

6

(showing) the tragedy
of American soil
erosion. Many gullies
measured ten feet
deep
and
one
measured fourteen
feet. Most of the land
had no black topsoil.
In places the red
clay and shale came
right to the surface.
We still have trouble
putting in temporary
electric fence stakes
in
some
places
because the soil is
not deep enough to
hold them up. Large
shale dishes dotted
the fields.
“On one of these
hillsides about twenty
years ago, we were
spreading some barn
manure on a shaley
part when all of a If you look carefully, it’s not just
sudden the manure grass. It’s a whole “salad bar,” as
spreader
advance Joel Salatin refers to it, of a wide
chain broke. There variety of leafy species: Clover.
was nothing to do Plantain. Fescue. Alfalfa.
but shovel it out. Of
course, we flung it as far as we could, but right in that spot
we put on a liberal application. That spot has never received
any special treatment since. Still, it grows five or six times
the forage of the area adjacent to it, greens up earlier in
the spring, stays green later in the fall and basically doesn’t
resemble the surrounding ground at all. The soil is black and
loamy, with abundant soil critters. It takes drought better and
grows back much faster when mowed or grazed. Another
interesting thing about this spot is that whenever we graze
that two-or three-acre shaley paddock, that area gets eaten
to the ground in the first ten minutes, indicating increased
palatability.”
We can pull several principles coming out of this, especially
regarding the multi-functional benefit that regenerative
investments generate. With life pulling at the reins, we
receive positively reinforcing beneficial outcomes, with our
small (but well-placed) investments paying off over many
years. These are long-term investments that pay dividends to
both the earth, and to our human systems and lives.

What’s Up on Wall Street
2012: A Look Back . . . and Forward
by Scott Secrest
2012 gave investors an up and down ride, with results varying
widely quarter-to-quarter. By the end of the ride, though, the
stock market left us with above average returns for the year.
Stocks of large domestic companies declined 0.4% for the
quarter, though were up 16% for the year, with two quarters
of robust positive returns and two of modestly negative.
Smaller company stocks were
up 1.9% for the quarter and
up 16.3% on the year. It was a
difficult year for global alternative
energy companies, which by
some measures were down about
1% for the quarter and more than
15% for the year. Other cleantech
sectors fared much better. In
a new contrast, foreign stocks,
which have trailed domestic
returns since the financial crisis,
were up a surprising 6.2% for the
quarter and 13.6% for the year.
Nearly all developed nation
foreign stock markets showed
gains for the year. Stocks in
Europe rallied the most as low
valuations for companies in Greece, Germany, and Denmark
lured investors. Stock markets in those countries climbed
at least 27%, sparking discussions of previously oversold
markets in some European countries.
The conversation in the US during the year largely centered
on the US Presidential election and the European debt
crisis. Domestic stock gains were supported by a recovering housing market and slowly improving unemployment
figures. However, market anxiety increased through the final
quarter of the year in anticipation of the so-called “fiscal
cliff”, a term referring to a set of automatic tax increases and
government spending cuts set for January 2013.
Broad domestic bond indexes were up a lean 0.2% for
the quarter and 4.2% for the year, though particular bond
categories such as high yield, foreign, and long-term
domestic bonds produced higher returns for the year.
Domestic bond values generally move opposite the direction
of market interest rates, with the Fed largely controlling
short-term interest rates and thus influencing long-term rates.
In the past the Fed has forecast its intentions by publicly
stating a timeline for when it would be considering rate
increases. It recently revised this approach, stating that the
primary consideration in making the decision will be when

particular economic data targets are met. In this case, rates
will remain low until the level of unemployment declines to
6.5%, provided the rate of inflation remains below 2.5%.
Unemployment now stands at a bit below 8%.
2012 was a record year for new bond issuance. Companies
and governments have rushed to take advantage of the low
interest rate environment by borrowing money through the
issuance of new bonds. And, there has been strong investor
demand for these bonds in the marketplace.
Last minute action in Washington
staved off the potential effects of
the so-called “fiscal cliff” issue
concerning automatic federal
tax increases and spending cuts,
though the legislation did not
address the fundamental issues
of unsustainable budget deficits
and mounting public debt.
However, Congress did extend
the vital wind and geothermal
energy production tax credit
(PTC) for one year as part of the
midnight deal.
So the fiscal fight is far from
over as the deal only extended
the deadline for sizable
automatic government spending cuts and failed to address
the debt ceiling. We can expect these issues to surface
again in the near future with more unproductive partisan
wrangling and potential negative consequences for the
economy and markets.
Looking forward, if a drawn-out saga related to the fiscal
cliff can be avoided, economists believe that the existing
economic recovery could gain momentum in 2013.
Reassuring data on the housing market suggesting a sustained
recovery is in place has boosted consumer confidence.
Unemployment, though still a major issue, as stated above
has declined to under 8%. Overseas, the European debt
crisis was a big issue in 2012, and though some analysts are
now saying that economic conditions there have stabilized
to a degree due to stimulus and other European Central Bank
actions, continuing risks remain.
2012 was a good reminder for investors that the markets
can be very reactive and fickle in the short-term. We
continue to advocate our tried and true strategic asset
allocation approach, centered on sustainability-oriented
investments with regular review and rebalance of positions
and weightings over the long term. We believe this to be a
reliable and promising strategy for investors.
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