
 

 

September 4, 2019 
The Honorable Jay Clayton 
Chairman, Securities & Exchange Commission 
100 F Street, Northeast 
Washington, DC 20549, United States 
 
File Number S7–11- 19 
 
Dear Honorable Chairman Clayton, 
 
Thank you for the opportunity to provide comments on the Modernization of Regulation S-K, in 
particular on human capital disclosure requirements. 
 
Trillium Asset Management is a registered investment advisor representing $2.9 in assets under 
management. We believe companies that can best manage the material environmental, social 
and governance (ESG) issues facing their industry, will be best positioned to outperform over 
the long term. Among ESG issues Trillium takes seriously is human capital management 
practices. Companies that are best able to attract, develop and retain employees are likely 
better performers. Investment risks associated with human capital management have been 
most recently magnified by instances of sexual harassment and racial discrimination. These are 
bottom line issues that impact reputation, talent acquisition and competitive advantage. As a 
result, diversity and inclusion are increasingly important aspects of human capital management. 
We know from research that in order to reduce harassment in the workplace we need to focus 
on hiring and promoting more women. And the evidence shows that greater workforce diversity 
leads to better business outcomes. The focus in this comment letter is on requiring standardized 
diversity and inclusion disclosures. 
 
Numerous studies point to the business benefits of diversity  

• McKinsey & Company, for example, found in 2015, and in a larger study in 2017 that 
highly diverse executive teams had higher returns on equity and earnings performance 
than those with low diversity. Companies in the top quartile for ethnic/cultural diversity 
were 33 percent more likely to have industry-leading profitability. Companies in the top 
quartile for strong gender diversity on their executive teams were 21 percent more 
likely to have industry-leading profitability.1 

• The Conference Board reported the impact gender diversity has on boards noting that it 
was the addition of diverse perspectives and expertise coming from more diverse 
businesses that defined substantially improved decision by boards.2   

• Innovation also benefits from diversity. Pooled data from more than 7000 firms 
revealed that businesses run by culturally diverse leadership teams were more likely to 
develop new products than those with less diverse leadership. 3 

                                                        
1 McKinsey & Company, Delivering through Diversity; V. Hunt, S. Prince, S. Dixon-Fyle,L. Yee; January, 2018 
2 https://www.thecorporatecounsel.net/blog/2017/03/board-gender-diversity-good-for-business.html 



 

 

 
Currently, investors do not have consistent comparative year over year data by 
which to track any progress on expanding diversity in the workplace. The best 
available comparative data, in our view, is the Employment Information Report 
EEO-1, or EEO-1 Report. This report describes workplace level employment 
composition and is submitted to the U.S. Equal Employment Opportunity 
Commission (EEOC) by private sector employers with 100 or more employees. 
Making this data public is not mandatory though twenty-five percent of S&P 100 
companies voluntarily do so.4 Standardized data found in the EEO-1 report presents 
a common language which can inform company-wide strategies to build effective 
Diversity and Inclusion (D&I) programs.   
 
Because this data exists, acts as a meaningful platform for discussing strategy and 
progress on diversity and inclusion, and can be disclosed to investors inexpensively, 
Trillium and several members of the Interfaith Center on Corporate Responsibility 
have spent the last 20 year asking companies to disclose their EEO- 1 reports. 
 
High votes and successful engagements demonstrate significance of the issue 
 
To give the Commission a sense of these engagements please consider the following 
examples: 
 
After filing a workplace diversity disclosure shareholder proposal in 2016, Trillium 
engaged in a productive dialogue with the management of the property developer, 
JLL. This resulted in a commitment to expand disclosure of its diversity policies and 
programs, and disclosure of annual EEO-1 workforce diversity data for its more 
than 77,000 employees.   
 
Similar proposals filed at technology companies Adobe and Citrix in 2015, and F5 
Networks in 2018 were withdrawn before going to vote. In exchange for 
withdrawing the proposals each company agreed to publish its annual EEO-1 report 
in a diversity and inclusion report. Trillium withdrew an identical shareholder 
proposal at Xilinx in 2019 after management agreed to disclose diversity data on all 
EEO-1 identity categories for its entire workforce across four different job 
categories.  
 

                                                                                                                                                                     
3 Economic Geography, Cultural Diversity, Innovation and Entrepreneurship: Firm-level Evidence from 
London; M. Nathan, N. Lee; October, 2015  
4 https://www.calvert.com/the-calvert-diversity-report-examining-the-cracks-in-the-ceiling.php 
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When these proposals remained on the proxy several received majority or near 
majority votes.  In December, 2017 Trillium’s workforce diversity shareholder 
proposal at Palo Alto Networks received a majority (50.9%) vote. As a result, and 
just four months after the annual meeting, the company published its annual EEO-1 
report and global workforce composition characteristics.   
 
In March, 2019, 48% of investors supported Trillium’s workforce diversity 
disclosure proposal filed at Analog Devices. In May, 2019 a majority (50.9%) of 
shareholders of the Travelers Companies voted for Trillium’s workforce diversity 
proposal. This majority vote came two years after votes in the mid-30 percent range.   
 
Conclusion 
As explained above, through very strong shareholder proposal votes investors have 
expressed a clear desire to have corporate EEO-1 data. When presented with those 
votes, increasing numbers of corporate managers and directors are heeding these 
calls by publishing this important and useful information. Given that companies 
already collect and report this information, there should be only de minimis 
additional costs. We believe that a modernized Regulation S-K should include a 
requirement for all issuers to include their EEO-1 reports. 
 
Thank you for the opportunity to provide the Commission with our thoughts, 
perspective, and expertise. We are happy to provide the commissioners and staff 
with any additional materials that might be of interest. 
 
Sincerely, 
 
Susan Baker, Vice President 
 
IMPORTANT NOTICE: The views expressed are those of the author and Trillium Asset 
Management, LLC as of the date referenced and are subject to change at any time based on 
market or other conditions. These views are not intended to be a forecast of future events or a 
guarantee of future results. These views may not be relied upon as investment advice. The 
information provided in this material should not be considered a recommendation to buy or sell 
any of the securities mentioned. It should not be assumed that investments in such securities 
have been or will be profitable. To the extent specific securities are mentioned, they have been 
selected by the authors on an objective basis to illustrate views expressed in the commentary 
and do not represent all of the securities purchased, sold or recommended for advisory clients. 
The information contained herein has been prepared from sources believed reliable but is not 
guaranteed by us as to its timeliness or accuracy, and is not a complete summary or statement 
of all available data. This piece is for informational purposes and should not be construed as a 
research report. 
 


