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WALKING OUR TALK?

JAMES A. F. STONER

Gabelli School of Business

Fordham University, New York, New York, U.S.A.
stoner@fordham.edu

In the very first issue of this journal, Seattle University professor William L. Weis
gently inquired about the extent to which we were actually walking our talking about
sustainability in his own and other Jesuit business schools (Weis, 2013). Or perhaps
you might say that he “called us out” on the extent to which we were not doing
so. The nature of his inquiry and the questions he asks are universal, applicable to
all business schools and universities around the world, yet the challenges to action
he presents are especially appropriate for Jesuit business schools (and universities)

because of their faith-based values and explicit mission statements.

Seven years later, Marinilka Barros Kimbro, Rubina Mahsud, and Davit Adut, also
from the Albers School of Business and Economics at Seattle University, continue
that type of inquiry and take it to a new level by asking Jesuit universities if they
are “putting their money where their mouths are” when it comes to investing
endowment funds. In the first of two articles in this current issue, they explore the
extent to which Jesuit universities based in the United States are supporting the fossil
fuel industries that contribute so much to the climate change and global warming
that is rapidly destroying the capacity of the planet to support our own and other
species. Or, more precisely, they explore the extent to which those institutions
have divested from fossil fuels through the removal of fossil fuel assets from their

endowment portfolios.

Kimbro, Mahsud, and Adut then move on in the next article to explore the
reasons that are frequently offered both for and against divestment from fossil
fuel securities. They find the reasons supporting divestment to be stronger, on
balance, than the reasons in favor of maintaining such investments, and come to the
conclusion that all universities, both Jesuit and otherwise, should divest from such
securities not only for definite moral and ethical reasons but also out of financial

concerns. They argue that divesting from an industry whose future is more and more
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in doubt may be more prudent and wise than continuing to hold on to its assets. The
financial and moral fiduciary responsibilities of university endowment investment

officers, therefore, can be aligned when calling for divestment now.

These articles by Weis, Kimbro, Mahsud, and Adut, along with the four others
in this issue, remind us that we will need to discover answers to five major questions
and take action on them if we are to find some way to meet the greatest intellectual
and moral challenge our species has ever faced.

1. How can we deal very, very soon with climate change, global
warming, and their immediate related impacts (discovery and action)?

2. What kind of people do we need to become to flourish on this planet
without destroying it, and hopefully even to heal it (discovery)?

3. How can we become those kinds of people—all of us—very, very
quickly and with dignity, respect, and care for unique circumstances

and ways of being (action)?

4. What kinds of planet-protecting production, distribution, and
consumption systems will provide the goods and services needed

so we all can lead flourishing lives (discovery)?
5. How can we bring those systems into being (action)?

Discovery and action for the common good—these have always comprised
the fundamental mission of business education. That mission has long been lost,
however, in the simplistic and wrong-headed definition of the business firm’s first
and foremost (and ultimately “only”) purpose as being to enrich shareholders,
executives, and speculative traders. It is a definition justified, in part, by the
assertions that the unrestrained pursuit of selfish ends guarantees the greatest level
of the common good and that we are empty shells both morally and emotionally,
seeking only ever-growing and endless consumption to achieve what we perceive
to be true bliss and our hearts’ desires. Such perspectives have been bolstered by
an unquestioning insistence that acceptance of the neoliberal narrative alone will

protect us from swarming lemming-like on the road to serfdom, something inevitable
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in societies where any aspect of the popular will is expressed through any form of

governmental action.

Framing these five questions in terms of discovery and action may therefore
suggest opportunities that the world’s business schools have to steer a course out of
the “dangerous shoals and roaring breakers” (Stobaugh, 2012)! of the world, shoals
and breakers which we are finally realizing we have been blithely drifting into for
more than a half century. These institutions can play a significant role both in
understanding the actions needed to move away from our dependence on fossil fuels
and in bringing about that shift very rapidly. They can take the lead in grappling
with all five of the questions/challenges listed above and in finding alternatives to
the dominant neoliberal paradigm, particularly as suggested in this issue’s invited
essay from Fr. Garanzini. These challenges are tailor-made for the leadership and
contribution of business schools, institutions that have the missions, intellectual
and financial resources (yes, even in this period of coronavirus-induced turmoil and
uncertainty), and even self-interest to discover and bring into being the answers and

actions that we need.

There are, of course, many issues and tragedies connected to social justice,
global poverty, well-being, human dignity, morality, ethics, and care that cry out for
our attention every day. Some are closely connected with these five “problems” or
“challenges”; others may not be. When we have dealt with the immediate problem
of the current COVID-19 global pandemic, prepared (hopefully) for the next one,
whatever it is, and “solved” the pressing problem of climate change in a way that
enables our species to remain on this planet and flourish, we will still need to deal
with a myriad of other concerns: HIV/AIDS, starvation, seemingly endless types
of diseases, the population bomb that exploded long ago, species extinction, and
so on. Yet we will not be here to deal with these other issues if we do not “solve”
the climate change problem. In that sense, dealing with climate change and global

warming is our “first priority.”

There is no HIV/AIDS, or starvation, or social injustice on a dead planet.

'Quoting William Bradford in Philbrick, 2007.
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So, for business schools, “Now What?” The remaining articles in this issue
continue the attempts to address pieces of that “now what” question which Weis,
Kimbro, Mahud, and Adut have themselves addressed.

In the invited essay that appears first in this issue, Fr. Michael Garanzini reports
on an inquiry into the purpose and role of Jesuit business education that may go far
beyond what is taught and researched in business schools that are “just” Jesuit or
even “just” Catholic. That inquiry is part of a growing worldwide recognition that
American and, increasingly enough, global business education have been, for at least
a half century, active servants to and enablers of the “business as usual” practices
that have been destroying the capacity of the planet to support our own and other
species. As Laszlo, Sroufe, and Waddock (2017) note, business education has been, to
a very large extent and with a few notable and valuable exceptions, both the victim
and the servant of the neoliberal narrative that has inculcated in us the business-
as-usual mindsets, values, tools, and weltanschauung that have played such a major

role in getting us into the global mess we are now in.

Thus, while what Fr. Garanzini reports is led from and couched in terms of
Jesuit and Roman Catholic values and missions, it is much more than a call for
an inspired paradigm of Jesuit business education addressed to Jesuit and Roman
Catholic institutions. It will be heard appropriately by many others as much more
than a mere attempt to “build the Jesuit brand” or improve the position of Jesuit
business schools in the competition for students and resources. It will be heard by
many as just what it is intended to be—an invitation in the spirit of Laudato Si’ for
all business educators and leaders—faculty, students, alumni, and supporters—to
engage in their own dialogues about what business education can become for the
common good. It is, very importantly, an invitation extended by example to inspire
business schools to conduct their own dialogues about the actions we need to take

to meet the challenges we face.

In “Assessing sustainability initiatives in higher education institutions,” Justin
Edric G. Yturzaeta of Ateneo de Manila University focuses directly on the task of
ensuring that education in business schools and beyond is really geared toward
a sustainable, flourishing, and regenerating world. He observes that each higher
education institution (HEI) plays a unique role in the academic landscape given its

special context, namely, its geographical location, resources, target market, and areas
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of specialization. Nevertheless, all HEIs face the challenge of making sustainable
development central not only in their research and curriculum but also in their

operations as organizations.

Yturzaeta describes how a rapid sustainability assessment tool has been
developed for HEIs to aid them in evaluating and managing their sustainability
initiatives. The tool also acts as a framework that can help HEIs maximize the
sustainable value they create in their own contexts for today and tomorrow, inside
and outside their organization, and in the environmental, social, governance, and
academic dimensions. In the spirit, then, of the oft-quoted business maxim “what
gets measured, gets done,” Yturzaeta’s study offers a means to help business schools
and other institutions get some of the work—of global sustainability, flourishing,

and regeneration—done.

In “Creating sustainable business: How does it happen? An exploration of
motivators & facilitators in three organizational settings in the U.S.,” Robin T. Byerly
of Appalachian State University addresses the fourth and fifth questions for business
education outlined above, particularly with regard to how we can bring into being
the types of productive organizations that we need. She begins by acknowledging
the fundamental premise that efforts to manage for sustainability must extend to all
types of organizations and institutions, be they small, large, domestic, or global. She
notes that while many businesses already engage in sustainability initiatives, some
more honestly and expansively than others, many fail either to be motivated or to
move effectively toward sustainability in their business models. Interface Carpet
and Patagonia, to name but a few, are notable examples of such firms that have
fully embraced the dedication to pursue sustainability in all aspects of operation. It

is increasingly imperative, however, that more do so to the fullest extent possible.

Byerly asks, therefore, how we can better understand the ways by which various
institutions actually create sustainability models, noting that theory provides clues
regarding both motivating factors and circumstances that might prove inhibiting
for companies attempting to move toward greater sustainability. Her article presents
three organizational cases of companies that are similar in their stated sustainability
purpose, quest, and uniqueness, and yet different in size, industry, and environment.
While these differences are meaningful as can be seen from the triangulated evidence

she presents, lessons can be learned from many similarities that emerge in spite of



6 James A. F. Stoner

the differences. Indeed, there is still so much to learn by actually exploring the very
institutions that are actively engaged in these efforts and digging deeply into the

motivating and facilitating realities that they represent.

In “Start-up or scale-up? An approach through economic impact,” Joaquin
Garcia-Tapial and Manuel Alejandro Cardenete of Universidad Loyola Andalucia
explore the very important issue of scalability for sustainability initiatives and
organizations. They distinguish between start-up organizations as institutions
per se and those that grow rapidly, and observe that while entrepreneurial spirit
has traditionally been considered one of the main catalysts of the economy (and
therefore of sustainable development as well), it was not until several years ago that
public authorities in various parts of the world launched planned and organized

efforts to support entrepreneurial initiatives.

The effectiveness of these investments, however, which run to millions of euros
annually, is rarely considered in relation to the impact that such entrepreneurial
activity has on the economy. Nevertheless, public authorities have increasingly
focused in recent months on so-called scale-ups, i.e., start-ups that have experienced
growth of over 20% for at least three consecutive years. The general belief, despite
the fact that only a few studies on this phenomenon have been made, is that
these companies have a considerable impact on the economy especially in terms

of employment.

According to Garcia-Tapial and Cardenete, we must ask ourselves if we should
either continue dedicating scarce public resources to the generation of new companies
(start-ups) or redirect them toward the promotion of scale-ups. The main objective of
their work is to explore and examine whether or not authorities should shift public
resources from supporting start-ups to fostering scale-ups based on their economic
impact. They study the economic impact of entrepreneurial activity (start-ups) and
of a particular type of high-growth company which public authorities are currently
focusing on (scale-ups) and compare the impacts of both to draw conclusions. The
paper focuses on Andalusia, one of the regions with the lowest levels of development

in the European Union.

Now, what else?
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CONTINUING THE EXPLORATION OF FOSSIL FUEL DIVESTMENT
IN THE SPIRIT OF LAUDATO Sr’

The authors in this issue are clearly passionate about the actions they would like
us to take. Their work calls for us to engage in the kinds of dialogue Pope Francis
invites us—and the entire world community—to enter into as we grapple with the
great sustainability and social justice issues and challenges that he and the many
expert advisors and institutions that supported his research and writing identify
in Laudato Si’ (Francis, 2015). True dialogues, in the spirit and practice of humble
inquiry that Ed Schein (2013) describes so gracefully, may be powerful yet gentle
ways of creating the commitments we need to make, commitments that are necessary

for us to carry out the hard work that we must all do.

In the spirit of such dialogues, then, we are suggesting that a virtual conference
be held on Thursday and Friday, June 10 and 11, 2021, approximately a month
before the combined 26™ Annual World Forum of the International Association of
Jesuit Business Schools and 22" Annual Meeting of the Colleagues in Jesuit Business
Education at ITESO Universidad in Tlaquepaque, Jalisco, Mexico, and that the
financial officers most responsible for investing the endowments of each of the 27
U.S.-based Jesuit universities be invited. While the exact details of the conference will
surely evolve over time, our preliminary suggestion is to have the sessions meet from
noon to 7 PM. ET (9 A M. to 4 PM. PT) over the two days mentioned, with coffee and
lunch breaks scheduled throughout. Each of the 27 Jesuit university officers would
also be invited to give a very short (e. g., five minutes or so) introductory summary
of where they currently stand on the question of divesting from fossil fuel company
securities, what plans they have going forward in this domain, and what might be
most helpful to them as they consider the question of whether or not to divest from
fossil fuel firms. For some who have already divested, they may of course report on

the reasoning that led them to divest, and how they went about doing so.

Most of the virtual conference time would be devoted to open dialogue in
the spirit of Laudato Si’, held in the classic form—nonjudgmental and with open
sharing—and in accordance with the guidelines for dialogue presented by Walter
Isaacs (1999) and others. The suggested design for the conference would not include
formal commitments or understandings—rather than position papers before the
meetings or end of conference communiqué, there would only be shared thoughts,

questions, and perhaps dreams and hopes. The conversations in the conference
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could be made publicly available as they occur, and the sessions could be archived

for future access by any interested party.

One of the lessons learned from the COVID-19 tragedies that were in full sway
while this editorial was being completed is that we can conduct such a virtual
conference at essentially no cost using currently available technologies, and that
attending it should involve no “carbon guilt” because no one has to travel to a
common conference site. The Internet will bring us together with just a few clicks
and with no burden on university budgets. For those who may be interested, the
people responsible for making the conference happen can be contacted directly at

kimbrom@seattleu.edu and stoner@globalmovement.net.
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¢, PRACTICAMOS LO QUE PREDICAMOS?

JAMES A. F. STONER

Escuela de Negocios Gabelli

Universidad de Fordham, Nueva York, Nueva York, EEUU
stoner@fordham.edu

En el primer nimero de esta revista, William L. Weis, profesor de la Universidad
de Seattle, pregunt6 suavemente sobre la medida en que estdbamos practicando lo
que predicdbamos con respecto a la sostenibilidad en su propia escuela asi como
en las otras escuelas de negocios jesuitas (Weis, 2013). Quizas puedes decir que
estaba reprochédndonos la falta de acciones al respecto. Tanto la naturaleza de su
investigacion como las preguntas son universales, aplicables a todas las escuelas de
negocios y universidades de todo el mundo, pero los desafios que él presenta son
especialmente apropiados a las escuelas de negocios jesuitas (y universidades) debido

a sus valores basados en la fe y declaraciones de misién explicitas.

Siete afios después, Marinilka Barros Kimbro, Rubina Mahsud y David Adut,
de la Escuela de Negocios y Empresariales de Albers de la Universidad de Seattle,
contintian este tipo de investigacion y la llevan a un nuevo nivel preguntando a las
universidades jesuitas si estin demostrando lo que dicen en cuanto a la inversiéon
de los fondos de dotacién. En el primero de dos articulos en este niimero, exploran
hasta qué punto las universidades jesuitas en los Estados Unidos estdn apoyando
la industria de fosiles combustibles que contribuye tanto al cambio climético y al
calentamiento global que destruyen rapidamente la capacidad del planeta para
mantener a nuestra especie y también las de otras criaturas. O, mas precisamente,
exploran hasta qué punto esas instituciones se han desinvertido de las empresas de
combustibles fosiles a través de la eliminacién de acciones de combustibles fosiles

de sus carteras de dotacion.

Luego, en el siguiente articulo, Kimbro, Mahsud y Adut contintian a estudiar
las razones que con frecuencia se ofrecen a favor o en contra de la desinversion de
valores de combustibles f6siles. Descubren que, al final, las razones a favor de la
desinversion son mas fuertes que las que estan en contra, y llegan a la conclusion
de que todas las universidades, jesuitas o no, deberian desinvertir de tales valores no



10 James A. F. Stoner

solo por razones morales y éticas, sino también por motivos financieros. Razonan
que desinvertir de una industria cuyo futuro esta cada vez mas en duda puede ser
mas prudente que continuar teniendo valores. Por lo tanto, se puede alinear las
responsabilidades fiduciarias y morales de los oficiales de inversién de la dotacién
de la universidad morales si desinvierten ahora.

Estos articulos de Weis, Kimbro, Mahsud y Adut, asi como los otros cuatro en
este namero, nos recuerdan que necesitaremos buscar respuestas a cinco preguntas
principales, y tomar medidas sobre ellos si queremos encontrar alguna forma de

enfrentarnos al mayor desafio intelectual y moral que nuestra especie ha tenido.

1. ;Coémo podemos lidiar, muy muy pronto, con el cambio climatico,
el calentamiento global y sus efectos inmediatos (el descubrimiento

y la accién)?

2. ¢;Qué tipo de personas necesitaremos ser para florecer en este

planeta sin destruirlo, e incluso, curarlo (el descubrimiento)?

3. (Como podemos, todos nosotros, convertirnos en ese tipo de
persona, con dignidad, respeto y cuidado por circunstancias tinicas

y formas de ser muy muy rapidamente (la accion)?

4. (Qué tipos de produccién, distribucién y sistemas de consumo
que protegen el planeta proporcionardn los bienes y servicios
necesarios para que todos podamos llevar una vida floreciente (el

descubrimiento)?
5. (Coémo podemos crear esos sistemas (la accién)?

El descubrimiento y la accién por el bien comun siempre han sido la misién
fundamental de la educacién empresarial. Sin embargo, esa misién se perdi6é hace
mucho tiempo en la definicién simplista y equivocada del primer y principal (y

‘s

altimamente, el “Gnico”) objetivo de la empresa, que es enriquecer a los accionistas,
los ejecutivos y los comerciantes especulativos. Es una definicion justificada, en parte,
por las afirmaciones de que la busqueda desenfrenada de fines egoistas garantiza
el mayor nivel del bien comin y que somos cascarones vacios, tanto moralmente

como emocionalmente, buscando solo un consumo cada vez mayor e interminable
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para lograr lo que percibimos que es la verdadera felicidad y los deseos de nuestros
corazones. Tales perspectivas han sido reforzadas por una insistencia incuestionable
de que la aceptacion de la narrativa neoliberal por si sola nos protegera de movernos,
como leminos, en el camino hacia la servidumbre, algo inevitable en sociedades
donde cualquier aspecto de la voluntad popular se expresa a través de alguna forma

de accién gubernamental.

Por lo tanto, enmarcar estas cinco preguntas en términos de descubrimiento y
accion puede sugerir oportunidades que las escuelas de negocios de todo el mundo
tienen para desviar un curso de “bajios peligrosos y cachones tremendos” (“dangerous
shoals and roaring breakers”) (Stobaugh, 2012)! del mundo. Por fin, nos estamos
dando cuenta de que nos hemos estado moviendo despreocupadamente a esos
bajios y cachones por mas de medio siglo. Estas instituciones pueden desempefiar
un papel muy importante tanto en comprender las acciones necesarias para alejarnos
de nuestra dependencia de los combustibles fésiles y en provocar ese cambio muy
rapidamente. Pueden tomar la iniciativa en responder a las cinco preguntas o desafios
arriba mencionados, y en buscar alternativas al paradigma neoliberal dominante,
en particular, como las que se sugieren en el ensayo invitado escrito por el Padre
Garanzini en este namero. Estos desafios estdn hechos a medida para el liderazgo y
contribucion de las escuelas de negocios, instituciones que tienen misiones, recursos
intelectuales y financieros (si, incluso en este periodo de agitacién inducida por el
coronavirus y la incertidumbre), e incluso el interés propio para descubrir y dar vida
a las respuestas y acciones que necesitamos.

Por supuesto, hay muchos problemas y tragedias relacionados con la justicia
social, la pobreza global, el bienestar, la dignidad humana, la moralidad, la ética
y el cuidado que requieren nuestra atencion todos los dias. Algunos estan muy
conectados con estos cinco “problemas” o “desafios,” y otros no. Cuando hayamos
solucionado el problema inmediato de la actual pandemia mundial de la COVID-19,
cuando nos hayamos preparado (con suerte) para la préxima, sea lo que sea, y
cuando hayamos “resuelto” el problema urgente del cambio climético que permite
que nuestra especie permanezca en este planeta y florezca, todavia tendremos
que lidiar con una infinidad de otras preocupaciones: el VIH/SIDA, el hambre,
enfermedades aparentemente interminables, la bomba demografica que explotd

hace mucho tiempo, la extincién de especies, etc. Sin embargo, no estaremos aqui

'Citando a William Bradford en Philbrick, 2007.
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para enfrentarnos a estos otros problemas si no “resolvemos” el problema del cambio
climatico. En ese sentido, lidiar con el cambio climatico y el calentamiento global

es nuestra “primera prioridad.”
No hay VIH/SIDA, ni hambre, ni injusticia social en un planeta muerto.

Entonces, para las escuelas de negocios, jahora, qué? Los otros articulos en este
numero contintian los intentos de abordar partes de la pregunta “;y ahora, qué?”
que Weis, Kimbro, Mahud y Adut han contestado.

En el ensayo invitado que aparece primero en este ntimero, el Padre Michael
Garanzini nos informa sobre una consulta con respecto al propdsito y el papel de
la educacion empresarial jesuita que puede ir mucho mas allé de lo que se ensefia
y se investiga en las escuelas de negocios que son “solo” jesuitas o incluso “solo”
catolicos. Esa consulta es parte de un reconocimiento mundial creciente de que
tanto la educacion empresarial estadounidense como la global, cada vez mas, por al
menos medio siglo, han sido servidores activos y facilitadores de las préacticas de la
mentalidad de “negocio como siempre” que han estado destruyendo la capacidad del
planeta para apoyar nuestra especie y la de otras. Como lo notan Laszlo, Sroufe, and
Waddock (2017), la educacion empresarial ha sido, en gran medida y con algunas
excepciones notables y valiosas, tanto la victima como el siervo de la narrativa
neoliberal que ha inculcado en nosotros las mentalidades, valores, herramientas y
weltanschaaung de “negocio como siempre” que han jugado un papel importante en

meternos en el lio global en el que estamos ahora.

Por lo tanto, si bien lo que el P. Garanzini informa es dirigido desde y elaborado
en términos de valores y misiones jesuitas y cat6licas romanas, es mucho méas que
un llamado a un paradigma inspirado de la educacién empresarial jesuita dirigida
a los jesuitas y romanos instituciones catélicas. Sera recibido por muchos otros
como algo mucho mas que un simple intento para “construir la marca jesuita”
o mejorar la posicion de las escuelas de negocios jesuitas en la competencia para
estudiantes y recursos. Seré recibido por muchos como lo que se pretende ser, una
invitacion en el espiritu de Laudato Si’ para todos los educadores y lideres de negocios
(profesores, estudiantes, ex alumnos y simpatizantes) para dialogar sobre lo que la
educacion empresarial puede llegar a ser para el bien comun. Y, mas importante, es

una invitacion extendida, a modo de ejemplo, para motivar a las escuelas de negocio
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a llevar a cabo sus propios didlogos sobre las acciones que tenemos que tomar para

hacer frente a los desafios que enfrentamos.

En su articulo “La evaluacion de iniciativas de sostenibilidad en las instituciones
de educacién superior,” Justin Edric G. Yturzaeta de la Universidad Ateneo de Manila
se centra directamente en la tarea de asegurarse de que la educacion en las escuelas
de negocios y en otras instituciones esté realmente orientada hacia un mundo
sostenible, floreciente y regenerador. Observa que cada una de las instituciones de
educacién superior desemperia un papel tinico en el panorama académico dado su
contexto especial, a saber, su ubicacidn geografica, sus recursos, el mercado objetivo
y las areas de especializacion. Sin embargo, todas esas instituciones se enfrentan al
desafio de centrar el desarrollo no s6lo en su investigacion y curriculo, sino también

€n sus operaciones como organizaciones.

Yturzaeta describe como se ha desarrollado una herramienta rapida de evaluacion
de la sostenibilidad para las instituciones de educacién superior a fin de ayudarles
a evaluar y gestionar sus iniciativas de sostenibilidad. La herramienta también
acttia como un marco que puede ayudar a las instituciones de educacién superior
a maximizar el valor sostenible que crean en sus propios contextos ahora y en el
futuro, dentro y fuera de su organizacion, y en las dimensiones ambientales, sociales,
gubernamentales y académicas. En el espiritu, entonces, del lema de negocios citado
a menudo, “lo que se mide, se hace,” el estudio de Yturzaeta ofrece los medios para
ayudar a las escuelas de negocios y otras instituciones a hacer parte del trabajo de

sostenibilidad, regeneracién y florecimiento global.

En el articulo “Creando un negocio sostenible: ;Como se sucede?: Una
exploraciéon de motivadores y facilitadores en tres entornos organizativos en los
EEUU,” Robin T. Byerly de la Universidad Estatal de Appalachia, aborda las palabras
cuarta y quinta arriba mencionadas para la educacién de empresariales, en particular
con respecto a como podemos crear los tipos de organizaciones productivas que
necesitamos. Ella empieza reconociendo la premisa fundamental de que los esfuerzos
para gestionar la sostenibilidad deben extenderse a todas las organizaciones e
instituciones, ya sean pequerias, grandes, nacionales o globales. Sefiala que, si bien
muchas empresas ya participan en iniciativas de sostenibilidad, mas honestas y
expansivas que otras, muchas no estin motivadas o no trabajan para la sostenibilidad

en sus modelos de negocio. Las empresas de Interface Carpet y Patagonia son algunos
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ejemplos notables de empresas que han aceptado plenamente la dedicacién de ser
sostenibles en todos los aspectos de la operacién. Sin embargo, es cada vez mas

necesario que mas empresas lo hagan en la mayor medida posible.

Byerly pregunta, por lo tanto, como podemos entender mejor las formas en que
varias instituciones realmente crean modelos de sostenibilidad, observando que la
teoria proporciona factores y circunstancias motivadores que podrian impedir que
las empresas intenten avanzar hacia un mayor grado de sostenibilidad. Su articulo
presenta tres casos organizativos de empresas que son parecidas en su proposito,
basqueda y singularidad declarados de sostenibilidad, y sin embargo, son diferentes
en tamano, industria y ambiente. Si bien estas diferencias son significativas como
se puede ver en la evidencia triangulada que presenta, se puede también aprender
lecciones de muchas similitudes que surgen a pesar de las diferencias. Es cierto que
todavia hay mucho que aprender de la exploracion de instituciones que participan
activamente en estos esfuerzos y de la investigaciéon profunda de las realidades

motivadoras y facilitadoras que representan.

En el articulo “;Startup o scaleup? Un enfoque a través del impacto econémico,”
Joaquin Garcia-Tapial y Manuel Alejandro Cardenete de la Universidad Loyola
Andalucia exploran la cuestion muy importante de la escalabilidad para las iniciativas
y organizaciones de sostenibilidad. Distinguen entre las organizaciones emergentes
como instituciones en si mismo y las que crecen rapidamente, y observan que si
bien el espiritu emprendedor ha sido considerado tradicionalmente como uno de
los principales catalizadores de la economia (y por lo tanto, de desarrollo sostenible
también), no fue hasta hace varios afios que las autoridades ptblicas de varias partes

del mundo planearon y organizaron esfuerzos para apoyar iniciativas empresariales.

Sin embargo, la eficacia de estas inversiones, que alcanzan hasta millones
de euros en un afio, rara vez se considera en relacién con el impacto que tiene
tal actividad empresarial en la economia. No obstante, en los altimos meses, las
autoridades publicas se han centrado mas en las llamadas scaleups, es decir, las
startups que han experimentado un crecimiento de mas de 20% en un periodo de al
menos tres afios consecutivos. La creencia general, a pesar del hecho de que sélo se
han elaborado unos pocos estudios sobre este fenémeno, es que estas empresas tienen

un impacto considerable en la economia, especialmente en términos de empleo.
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Segun Garcia-Tapial y Cardenete, debemos preguntarnos si tenemos que seguir
dedicando escasos recursos publicos a la generacién de nuevas empresas (startups) o
redirigirlos hacia la promocion de scaleups. El objetivo principal de su trabajo consiste
en explorar y examinar si las autoridades deben cambiar el destino de recursos, es
decir, en lugar de apoyar a las startups, deben fomentar las scaleups, segin su impacto
econdémico. Estudian el impacto econémico de la actividad empresarial (startups) y de
un tipo particular de empresa de alto crecimiento en las que las autoridades publicas
ahora estdn centrandose (scaleups) y comparan los impactos de ambos para sacar
conclusiones. El estudio se centra en Andalucia, una de las regiones con los niveles

mas bajos de desarrollo en la Unién Europea.

;Y ahora, qué mas?

CONTINUANDO LA EXPLORACION DE LA DESINVERSION DE
COMBUSTIBLES FOSILES EN EL ESPIRITU DE LAUDATO SI’

Los autores en este nimero son partidarios fervientes de las acciones que
quieren que hagamos. Sus trabajos nos llaman a participar en los tipos de didlogo
que el Papa Francisco nos invita a nosotros, y a toda la comunidad mundial, a hacer
mientras luchamos contra los asuntos y desafios muy grandes de la sostenibilidad y
la justicia social que €l y los muchos asesores expertos e instituciones que apoyaron
su investigacion y redaccion identifican en Laudato Si” (Francisco, 2015). Dialogos
verdaderos, en el espiritu y la practica de la investigacién humilde que Ed Schein
(2013) describe con tanta gracia, pueden ser formas poderosos pero suaves de crear
los compromisos que debemos asumir, los compromisos que son necesarios para

llevar a cabo el arduo trabajo que todos debemos hacer.

Entonces, en el espiritu de tales didlogos, sugerimos que se celebre una
conferencia virtual el 10y el 11 de junio de 2021, jueves y viernes, aproximadamente
un mes antes del 26° Foro Mundial Anual de la Asociacién Internacional de
Escuelas de Negocios Jesuitas y la 22* Reunion Anual de los Colegas de la Educacién
Empresarial Jesuita en ITESO, en Tlaquepaque, Jalisco, México, y que se invite a
los directores financieros responsables de invertir las dotaciones de cada una de las
27 universidades jesuitas en los Estados Unidos. Si bien los detalles exactos de la
conferencia seguramente se cambiaran con el tiempo, nuestra sugerencia preliminar

es que las sesiones se retinan desde el mediodia a las siete de la noche, hora del
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este (de 9 a 4, tiempo del Pacifico) durante los dos dias mencionados, con café y
pausas programados. Se pedira a cada uno de los 27 oficiales de las universidades
jesuitas que den un resumen introductorio muy corto (p.ej. de cinco minutos mas
o menos) de donde estdn ahora en cuanto al asunto de desinversiéon de empresas de
combustibles fosiles, qué planes tienen en el futuro sobre este tema, y qué podria
ser mas util para ellos cuando consideren la cuestion de la desinversién o no de
empresas de combustibles fosiles. En cuanto a algunos que ya se han desinvertido,
por supuesto, pueden informar sobre el razonamiento que los llevé a desinvertir, y
como se fueron a hacerlo.

La mayor parte del tiempo de la conferencia virtual se dedicaria al didlogo
abierto en el espiritu de Laudato Si’, celebrado en la forma cléasica: no juicioso y con
confidencia abierta, y de acuerdo con las directrices para el didlogo presentadas
por Walter Isaacs (1999) y otros. El disefio sugerido para la conferencia no incluiria
compromisos ni entendimientos formales, en lugar de colocar los documentos de
postura antes de las reuniones o el comunicado del fin de la conferencia, s6lo habria
pensamientos compartidos, preguntas, y tal vez suefios y esperanzas. Se podria
poner las conversaciones de la conferencia a disposicion del piblico a medida que
se produzcan, y se podria archivar las sesiones podrian para el acceso futuro de

cualquier persona interesada.

Una de las lecciones aprendidas de las tragedias de la COVID-19, que se estaban
ocurriendo mientras que este editorial se escribia, es que podemos llevar a cabo una
conferencia sin costo utilizando las tecnologias disponibles hoy en dia. Ademas,
asistir a ella no dara ningin sentimiento de “culpabilidad” por el uso del carbono ya
que nadie tiene que viajar a un sitio comtin de conferencias. El internet nos unira con
unos pocos clics y sin ninguna carga sobre los presupuestos universitarios. Para los
que puedan estar interesados, se puede contactar directamente con los organizadores

de la conferencia a través de kimbrom@seattleu.edu y stoner@globalmovement.net.



¢ Practicamos lo que predicamos? 17

BIBLIOGRAFIA

Francisco. 2015. Laudato si’: Sobre el cuidado de la casa comiin. Ciudad de

Vaticano: Libreria Editrice Vaticana.

Isaacs, W. 1999. Dialogue and the art of thinking together: A pioneering approach

to communicating in business and in life. Nueva York: Currency/Doubleday.

Laszlo, C., Sroufe, R., & Waddock, S. 2017. Torn between two paradigms: A struggle
for the soul of business schools. AI Practitioner, 19(2): 108-119.

Philbrick, N. 2007. Mayflower: Voyage, community, war. Nueva York: Penguin

Schein, E. H. 2013. Humble inquiry: The gentle art of asking instead of telling. San

Francisco: Berrett-Koehler.

Stobaugh, J. P. 2012. World literature: Cultural influences of early to contemporary

voices. Green Forest, AR: New Leaf Publishing Group.

Weis, W. L. 2013. Hypocrisy at the lectern: Do our personal lifestyle choices reflect
our spoken commitment to global sustainability? Journal of Management for
Global Sustainability, 1(1): 29-45.






Journal of Management for Global Sustainability Volume 8, Issue 1 (2020): 19-31
© 2020 International Association of Jesuit Business Schools
DOI: 10.13185/JM2020.08103

DO WE NEED A NEW PARADIGM?
An |nvitation to Reassess Business Education

MICHAEL J. GARANZINI, S.J.

Secretary for Higher Education, Society of Jesus
Fordham University, New York, New York, U.S.A.
mgaranzini@fordham.edu

The editors of the Journal of Management for Global Sustainability invited
Fr. Garanzini to share the progress of a group that has recently begun reassessing business
education in Jesuit business schools and, perhaps, even beyond. In this piece, he shares how
and why the group came into being, what it has done so far, what it might do in the near
future, and what implications its work might have for readers of this essay. This editorial
concludes with the group’s white paper entitled “An Inspirational Paradigm for Jesuit
Business Education.”

Faculty teaching in business schools today are well aware of the calls to re-
examine the curriculum and goals of traditional undergraduate and graduate business
education. Teaching business is a highly competitive enterprise, with changes in the
way business education has been conceived and delivered, especially at the graduate
level, having undergone significant assessment and re-assessment over the past two
decades. Any number of alternatives to the traditional package of MBA courses is now
available. Programs differ by emphasis—some teach discipline-based knowledge and
skills while others stress leadership and interpersonal competencies—and methods

of instruction and learning vary from place to place.

Critics argue, however, that the standard program of instruction in business
education is almost universally based on fundamental assumptions that have
supported a harsh and often unjust economic model in general. Our present
economic and financial systems, and therefore of business itself, are based on a
false reading of human nature (the person-as-consumer) and exacerbate some of the

most pressing problems facing society and the global order today.

A group of leaders in Jesuit business education, calling themselves the “New

Paradigm Group,” thus set out over a year ago to tackle the following questions:
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Should a Jesuit business school offer students an alternative vision to the present
economic order and the way business is usually conducted? Is there a moral and
practical imperative to reconsider the fundamentals of business education in light
of factors such as the stress of pollution, depletion of resources, growing income
gap between and within nations, and violence and displacement that seem to be

overwhelming the capacity of democratic societies to cope with such?

Students themselves, especially some of the brightest and most engaged, are
also asking for something other than what we are giving them in our standard fare.
One academic leader in a top business program observed, in fact, that many of the
brightest and most entrepreneurial students do not want to attend a business school.
She noted that they would rather get a degree in the arts and sciences colleges where

they feel challenged and heard.

Fortunately, the educators raising an alarm are not alone. Corporate leaders have
spoken out recently about the challenges to “business as usual” and have called for
an examination of the fundamentals upon which our economic system is based.
Groups like the Business Leadership Roundtable, for instance, with a membership
consisting of the largest and most prominent business and financial corporations

around the globe, have admitted that the present world situation is unsustainable.

Economists, too, like Joseph Stiglitz, to name but one, have warned for some
years now that the world economy must re-think the rules on which it operates, rules
which have been stacked in favor of the haves. The gap between rich and poor in
nations like the United States continues to widen; indeed, income inequality in many
parts of the world is eroding democracy. Depletion of our basic resources augurs a
crisis ahead if we do not rethink how we will manage them and their distribution.
Many of these economists also argue for more government management of the
economy. Yet, as some say, we all know that governments listen to business and that

business leaders are produced in our business schools.

One of the leading voices for change on the world stage, however, is not that
of an economist. Pope Francis has carefully and forcefully articulated both the
questions about and urgent need for change in the economic and financial spheres.
His encyclical Laudato Si’ (Francis, 2015) pressed the case for fundamental change

but, more importantly, made the point that the involvement of corporate and
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economic leadership is not enough. The Pope stressed the role of every human being
on the planet, calling for a fundamental change in the way we approach caring
for our common home. His call for a united effort to address the ills confronting
our planet was based on a century’s worth of social teachings which had a deep
and rich philosophical grounding based on principles such as the dignity of every
human person, their rights to a decent opportunity to support themselves, and our
obligations to weigh the distribution of resources in light of the “common good.”
Like other leaders, the Pope pointed to the need for urgent action and also called on

young people, whose voices are becoming louder and louder, to spur their elders to it.

Over the course of twelve months, the New Paradigm Group discussed the
depth of the challenges facing business in the future. They debated the question
of responsibility on the part of business schools to address the crisis and how
to encourage reform efforts in Jesuit business institutions. They consulted with
business and corporate executives, economists, and academic leaders from a variety
of institutions who are attempting programmatic change in light of some of the
fundamental flaws of the present neoliberal economy. They then set out to put their

ideas on paper.

The result of this effort is the essay entitled “An Inspirational Paradigm for Jesuit
Business Education.” Its aim is to present the group’s rationale for curricular reform
and seed a discussion among faculty members of Jesuit business schools regarding
how best to incorporate a new vision of what business “ought to be” in business
school curricula. The paper was also designed to reflect on what educators are hearing
from their brightest students, those who are likely to shape tomorrow’s economy,

its business and financial enterprises, and, thus, our political and social institutions.

The new group, whose names are appended to their paper, is well aware,
however, that not all faculty believe that the liberal economy needs fixing, that
“things are actually broken.” Some faculty, in fact, firmly believe that it is important
to keep a steady course, that there may even be a need for some minor reforms that
enable the system to perform better, with more or perhaps less regulation from
government and international agencies. Those skeptical of the need for reform,
after all, argue that the way the global economy has operated has brought about

not only tremendous individual wealth to unprecedented numbers of people but
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also improved life-expectancy, access to education, and social mobility for many of

the poor.

The voices of disagreement on the need for change, therefore, must also be heard.
The group’s paper thus calls for discussion and debate; indeed, more than that, it is
an opportunity for in-depth reflection on and experimentation in business education
in ways that go beyond the reforms of previous generations. Method and format are
important but so too is content and, even more critically, a re-examination of the
assumptions built into our current business programs. It is essential, no doubt, to
review the economic and finance assumptions of the neoliberal economy. What we
need is something to inspire hope that business can assist in saving the planet and,

in doing so, free our social lives from excessive greed and indifference to suffering.

While this “white paper” was written with Jesuit business school faculty in mind,
it is also a call for business schools of all stripes to re-examine their core product in the
light of present and future challenges. It assumes a Roman Catholic social teaching
lens because that is the clearest and most well-developed body of social thought
that has taken concerns about the present economic paradigm seriously, offering
a sustained and respected critique of laissez-faire economic policies, proposing an
alternative reading of the human situation, and upholding the “common good” as a
necessary antidote to the harsher aspects of said policies. The thought piece interprets
the present situation, citing both positive and negative trends, and recognizes a shift
in, and gives special attention to, the hopes and concerns of younger people who will
be living with the structures we create today. Lastly, it offers four guideposts related
to curricula, pedagogy, leadership skills, and stakeholders for the project ahead—the
meaningful reform of business education at all levels.

NOW WHAT?

Before we turn to the white paper, however, what next steps are envisioned? The
group is now canvassing deans and academic leaders in Jesuit business schools more
broadly in the hopes of encouraging and promoting a sustained conversation as well

as curricular and program reform projects in the coming academic year and beyond.

Such a conversation needs the support of school leadership. Members of the

faculty, regardless of their particular disciplines, are also encouraged to discuss



Do We Need a New Paradigm? An Invitation to Reassess Business Education 23

and debate how business education can change so it can prepare a new generation
of business leaders. New courses in economics, finance, and the general business
curriculum need to be fashioned based on a paradigm grounded in more humane and

socially conscious principles such as those articulated in documents like Laudato Si’.

Our hope, then, even though this initiative is led at present by individuals
associated with Jesuit business schools and directed toward education in those
institutions, is that faculty in all business schools will be encouraged to engage in
similar inquiries if they are not already doing so. We hope that what we are doing
will be helpful to others in similar institutions and that we learn from other business
schools that have an interest in revamping their own curricula. Indeed, we believe
that all business education, Jesuit or otherwise, needs to be aligned with the realities
and challenges of the 21* century, and that bringing about this realignment will

require all of us to play a contributing role.

Speaking directly to young people who will create and manage the economies
of the future, the Pope wrote: “We are not faced with two separate crises, one
environmental and the other social, but rather with one complex crisis that is both
social and environmental.” Strategies for solving the pressing problems of today
and tomorrow thus “demand an integral vision to combating poverty, restoring
dignity and at the same time protecting nature.” These are words that can guide
the reform effort.

AN INSPIRATIONAL PARADIGM FOR JESUIT BUSINESS EDUCATION

The State of Affairs

Business is a noble vocation, directed to producing wealth and improving our
world. It can be a fruitful source of prosperity for the areas in which it operates,
especially if it sees the creation of jobs as an essential part of its service to the
common good. (Francis, 2015: no. 129)

Despite significant global economic progress in recent decades, extreme poverty
and environmental degradation continue to persist. Far too many lack access to
the goods and services that are essential to survive and thrive, including nutrition,
healthcare, education, decent jobs, clean water, sanitation, affordable housing, and

clean energy. It is tragic, moreover, that those on the margins—women, children,
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minorities, migrants and refugees, and indigenous communities, among others—
typically find themselves most excluded from the benefits of the market economy;
indeed, inequality in income and wealth remains high both within and between

countries, and is even increasing in some instances.

The nature of work, too, is rapidly changing. Outsourcing, artificial intelligence,
and automation, for instance, are replacing work formerly done by human beings.
Labor market disruptions such as these can feed into rising inequality as more
and more workers face futures full of anxiety, for while technological progress
can provide widespread societal improvements, these gains accrue all too often to
those at the top.

The Jesuit university, with the Jesuit business school in particular, can be,
as J. Matthew Ashley extrapolates from Pope Francis’s writing, an instrument of
mercy that provides a powerful impetus to action for understanding the world and
changing it (Ashley, 2018). Universities, along with undergraduate and graduate
business schools in particular, play a crucial role as such in addressing these
challenges and building opportunities for positive change. Their responsibility at a

minimum is twofold:

e generate new knowledge, through research, that informs and

transforms the way business is conducted, and

e raise awareness to help provide a framework for reflection on
the role each student plays in being part of the solution while
supporting students and faculty as they develop concrete
ways in which they can become part of the solution to these

challenging issues.

We must not be naive about the complexity of these challenges. The fact that the
world is more interconnected than ever before often provides incredible opportunities
for making both positive change and lasting destruction. The fourth industrial
revolution is proceeding at a dizzying pace, with some having referred to this time as
a “VUCA” moment—a moment characterized by volatility, uncertainty, complexity,
and ambiguity. This makes the reform we need even more of an imperative and yet

harder to achieve.
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Business faculty across the globe are thus engaged in research that impacts
the way business is conducted. Accreditation bodies are including the recognition
of societal impact in their standards to which business schools must adhere, and
recent statements of the Business Roundtable! that put aside the shareholder primacy
model are also encouraging. “Each of our stakeholders is essential,” the Roundtable
concludes, “[and] we commit to deliver value to all of them, for the future success
of our companies, our communities, and our country” (Business Roundtable, 2019a,
2019b). The movements for sustainable development, just resource allocation, and
humanistic management practices and policies, along with growing sensitivity
toward the effects of business practices on the quality of life and potential of local
communities, make us confident that business may be the surest and best hope
for addressing the urgent problems of our day. The corporate social responsibility
movement has indeed affected businesses of all sizes, with other movements such
as the triple bottom line, Global Reporting Initiative, and United Nations Global
Compact with Business calling attention to the fact that we can no longer continue

to do “business as usual.”

With corporations throughout the world changing the way they do business,
and shifting what they measure and report as elements of business performance,
organizations like the Sustainable Accounting Standards Board are creating
frameworks for reporting such metrics. The OECD Guidelines for Multinational
Enterprises (OECD, 2011) and the UN Guiding Principles on Business and Human
Rights (United Nations, 2011) also provide important frameworks that can be
incorporated into business school curricula, with additional context provided by
the statements of the Business Roundtable that put aside the shareholder primacy
model (Business Roundtable, 2019a, 2019b).

Hungers

This shift links directly to what our students have been and are still demanding
for. We believe that what motivates them at the deepest level are what we might call
“hungers” or “desires” that drive and inspire their idealism and sense of hope. They
need to be equipped with the skills to survive in today’s economy yet they also yearn

for integral human development, that is, the development of the whole person.

"The Business Roundtable is an association of CEOs from leading companies in the US.
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These desires which Jesuit business education hopes to stir and to meet are

hungers for the following:

e Integrated Knowledge. Students today appreciate having so much
information at their fingertips yet they long for a more robust
formation that not only integrates their intellectual, affective, and
volitional capacities but also helps them to reach a greater depth
of understanding through an appreciation of how varied subjects

and disciplines fit together.

e A Moral Compass. They also experience the limitations that
accompany a moral discourse focusing almost exclusively on
individual rights while almost ignoring the responsibilities we
have for each other. Our students are not looking for recipes; rather,
they display a desire for an ethical foundation and method for

moral discernment.

e Community. Students today value the building of meaningful
communities with genuine connectedness and which incorporate
engaged civility. They display a new strength of passion and
commitment to use their gifts and talents for others. Having a
sense among themselves that they have found their voice as change
agents, they now long to participate more actively in creating more

good in the world.

e A Global Paradigm. Having seen the limitations and dangers of
ethnocentrism and even of nationalism, our students want to
embrace a more cosmopolitan perspective. They see very clearly
that each of us dwells in many communities, from the community
of our birth to the community of the human family, and they

believe that we have duties to each of them.

e An Adult Spirituality. Tired of the polarizing debates, our students
long for a spirituality that sustains and empowers, one where
there is ample room for both faith and reason that give meaning

to their lives.
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e Dignified Work and Meaningful Impact. Work is not just about
earning a living; in the words of Pope Francis, it is also “part
of the meaning of life on this earth, a path to growth, human
development and personal fulfilment.” Young people today have
a greater appreciation for this dimension of work. There is a desire
to share and spread positive change, which drives the interrelated
need for communication, diplomacy, integrated thinking,

and collaboration.

e Experiential Learning. Jesuit business schools must adapt their
pedagogy to the learning styles of our 21%-century students while
remaining grounded in an Ignatian approach that emphasizes
the learning process (context, experience, reflection, action, and
evaluation). Student learning outcomes are enhanced as well by

immersive experiences and live cases.

An Inspirational Educational Paradigm for Jesuit Business Schools

To respond to these deep hungers in the light of our present context, we need
a renewal of Jesuit business education. This implies a new approach to shaping the
leaders we need at a complex moment in history, all with the aim of creating a just
social order in which all can flourish. We have a responsibility not only to reshape
our curricula but also to touch our students’ hearts and minds so that they can be a
light to the world as well as use their skills and talents to address the grave challenges
facing us all. While individual faculty members and schools have made progress,

business education, by and large, has not systematically made this essential shift.

This new educational paradigm has a number of elements to make it relevant,

effective, meaningful, and truly Jesuit. They are as follows:

e Renewing business curricula. A new curricula that follows this
paradigm would be developed in light of insights from Roman
Catholic social teaching and would encompass anthropology,
ethics, corporate social responsibility, governance, sustainability,
and an understanding of the current social reality. While embracing
the efficacy of the market economy, it would stress that economic

activity must serve the common good especially by meeting the
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needs of the poor and excluded. It would emphasize, in addition,
that all private and public economic activity must be based on

environmentally sustainable practices.

e Use of the Ignatian pedagogical paradigm. Ignatian pedagogy
recognizes the importance of context, experience, reflection,
action, and evaluation. Research reinforces the importance of
this approach, along with the essential role of immersive and
community-engaged learning. The Ignatian paradigm is one of
holistic formation that seeks to inculcate the right attitudes and
values in our students based on the premise that “becoming”
is more important than simply “knowing.” A “co-curricular”
component, therefore, that includes direct contact with the poor
and excluded is central.

e A vision of the skills needed for this new kind of leadership. Jesuit
business education, which must build on the important foundations
of the humanities and technical education, must also include the
skills necessary for a new kind of leadership whose proponents
are formed in ways that allow them to view uncertainty and
ambiguity as opportunities, relying on creativity, communication,
and storytelling as important capacities for bringing about positive
change. Such leaders must, at the same time, see leadership as an

opportunity for serving others and the common good.

e The role of key stakeholders. The effort toward the realization of
this vision involves faculty, alumni, and the broader business
community. Jesuit business schools must engage and inspire faculty
to develop and deliver these new business alternatives while both
research on the impact of these changes and the teaching of these

new concepts must become widespread.

A Jesuit education in business is based firmly upon an ethical framework that
emphasizes the fundamental questions about the dignity and potential of the
individual, the centrality of the common good, and the importance of social networks
that affirm and support human flourishing. Each academic field—marketing, finance,

accounting, management, human resources, etc.—should offer an alternative vision
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based on ethical principles and the promotion of virtue as it acknowledges that the
present approach to business education, with its emphasis on the profit motive
while neglecting social good, contributes to an unsustainable economy that does
not support human flourishing. What is best, both for all and for the planet? It is the
responsibility of every faculty member, department, and school to articulate their
position vis-a-vis the Ignatian paradigm. Now is the moment for business education

to respond to this critical challenge.

NEW PARADIGM GROUP
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Los editores de la Journal of Management for Global Sustainability (Revista de
Empresariales para la Sostenibilidad Global) lo invitaron al Padre Garanzini para
que compartiera el progreso de un grupo que habia empezado recientemente a revaluar la
educacion de negocios en las escuelas de negocios jesuitas, y quizds, incluso las demds. En
este articulo, comparte como y por qué se creo el grupo, qué ha hecho hasta ahora, qué hard
en el futuro cercano y cudles son las consecuencias para los lectores de este ensayo. Este
editorial concluye con el informe del grupo que tiene el titulo “Un paradigma inspirador

para la educacién empresarial jesuita.”

Los profesores que enseflan en las escuelas de negocios hoy en dia son muy
conscientes de los llamamientos para revaluar el curriculo y objetivos de la educacion
empresarial tradicional en los niveles de grado y posgrado. Ensefiar negocios es una
iniciativa muy competitiva, con cambios en la manera de concebir e impartir la
educacion empresarial sobre todo en el nivel de posgrado, que ha sufrido evaluaciones
y reevaluaciones a lo largo de las dos tltimas décadas. Ahora, ya se ofrecen muchas
alternativas a la oferta tradicional de MBA. Los programas se diferencian segin el
enfoque—algunos ensefian conocimientos basados en la disciplina y destrezas y otros
hacen hincapié en el liderazgo y las competencias interpersonales—y los métodos

de ensefianza y aprendizaje varian de un lugar a otro.

Sin embargo, los criticos dicen que el programa estandar de enseflanza de la
educacién empresarial se basa casi universalmente en suposiciones fundamentales
que han apoyado un modelo econémico duro y, a menudo, injusto en general.
Nuestros sistemas econémicos y financieros actuales, y por lo tanto, de negocios, se

basan en una interpretacion errénea de la naturaleza humana (de la persona como
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consumidora) y complican algunos de los problemas mas urgentes de la sociedad y

del orden global hoy en dia.

Asi, hace mas de un afio, un grupo de lideres de educacion empresarial jesuita
que se llaman “New Paradigm Group” (Grupo del nuevo paradigma) empez6 a buscar
la respuesta a las preguntas siguientes: jDeberia una escuela de negocios jesuita
ofrecer a los estudiantes una visién alternativa al orden econémico actual y a la
manera que se gestionan los negocios? ;Existe una obligacion moral para reconsiderar
los fundamentos de la educacién empresarial debido a los factores como el estrés de la
contaminacion, el agotamiento de los recursos, la creciente diferencia de los ingresos
entre y dentro de las naciones, y la violencia y el desplazamiento que parecen estar

abrumando la capacidad de las sociedades democraticas para lidiar con ellos?

Son los estudiantes mismos, sobre todo algunos de los més inteligentes y
dedicados, que también piden mas que lo que les ofrecemos en nuestro programa
estandar. Un lider académico en uno de los programas de negocios mas conocidos
observo que de hecho, muchos de los estudiantes mas brillantes y emprendedores
no quieren asistir a una escuela de negocios. Not6 que prefieren graduarse de una

facultad de artes y ciencias donde se sienten escuchados.

Afortunadamente los educadores que desatan las alarmas no se ven solos. Los
lideres de las empresas han hablado tltimamente de los desafios a la manera de
“business as usual” (negocios como siempre) y han pedido una evaluacién de los
fundamentos sobre los que se basa nuestro sistema econémico. Algunos grupos
como el Business Leadership Roundtable (Mesa redonda de liderazgo empresarial), por
ejemplo, cuyos miembros incluyen las corporaciones financieras y empresariales mas
grandes y conocidas del mundo, han admitido que la situacién actual en el mundo

no es sostenible.

Los economistas también como Joseph Stiglitz, por ejemplo, han advertido
durante algunos afios que la economia mundial debe repensar las reglas que esta
siguiendo todo el mundo, reglas que siempre han favorecido a los que tienen.
La brecha entre los ricos y los pobres en paises como los Estados Unidos siguen
amplidndose y es cierto que la desigualdad de ingreso en muchas partes del mundo
estd mermando la democracia. El agotamiento de nuestros recursos basicos promete
una crisis por delante si no repensamos cémo los manejaremos y distribuiremos.

Muchos de estos economistas también abogan por una mayor gestion gubernamental



¢Necesitamos un nuevo paradigma? Una invitaciéon para revaluar ... 35

de la economia. Sin embargo, como dicen algunos, todos sabemos que los gobiernos
escuchan las empresas y que los lideres de empresas son productos de nuestras

escuelas de negocios.

Sin embargo, una de las principales voces para el cambio en el escenario mundial
no es la de un economista. El Papa Francisco ha articulado cuidadosamente y
enérgicamente las preguntas y la necesidad urgente de un cambio en las esferas
econdémica y financiera. Su enciclica Laudato Si’ (Francisco, 2015) insisti6é en el
caso para un cambio fundamental pero sobre todo, sefialé que la participaciéon del
liderazgo corporativo y econ6émico no es suficiente. El Papa hizo hincapié en el
papel de cada ser humano en el planeta, pidiendo un cambio fundamental en coémo
abordamos el cuidado de nuestra casa comun. Su llamamiento para un esfuerzo
comun a fin de abordar los males que enfrenta nuestro planeta se basé en un siglo
de ensefianzas sociales que tenian una base filosofica profunda y rica basada en
principios como la dignidad de cada persona, los derechos a una oportunidad decente
para mantenerse y nuestras obligaciones de considerar la distribucioén de recursos a
la luz del “bien comun.” Como otros lideres, el Papa sefial6 la necesidad para una
accion urgente y también llamo a los jovenes, cuyas voces se hacen cada vez mas

fuertes para motivar a los mayores a actuar sobre ello.

Durante doce meses, el Grupo del Nuevo Paradigma habl6 de la profundidad
de los desafios que enfrentan los negocios en el futuro. Debati6 sobre la cuestiéon
de la responsabilidad por parte de las escuelas de negocios para abordar la crisis
y sobre como alentar los esfuerzos de reforma en las instituciones empresariales
jesuitas. Consultd con ejecutivos empresariales y corporativos, economistas y
lideres académicos de una variedad de instituciones que estan intentando hacer un
cambio programatico debido a algunos de los defectos fundamentales de la economia

neoliberal actual. Después, ellos empezaron a poner sus ideas en papel.

El resultado de este esfuerzo es el ensayo con el titulo “An Inspirational Paradigm
for Jesuit Education” (Un paradigma inspirador para la educacién jesuita). Su objetivo
es presentar la justificacion del grupo para la reforma curricular y sembrar una
discusioén entre los profesores de las escuelas de negocios jesuitas sobre cobmo mejor
incorporar una nueva vision de los que “deberian ser” los negocios en los curriculos
de las escuelas de negocios. Se disefia también el trabajo para reflexionar sobre lo que

los educadores oyen de sus alumnos maés brillantes, que son los que probablemente
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moldearan la economia del mafiana, sus negocios y empresas financieras y, por lo

tanto, nuestras instituciones politicas y sociales.

Sin embargo, el nuevo grupo, cuyos nombres se indican en su articulo, es muy
consciente de que no todos los profesores creen que la economia liberal necesita
repararse, que “las cosas estan verdaderamente rotas.” De hecho, algunos profesores
creen que es importante mantener un curso constante, que incluso puede ser
necesario hacer algunas reformas menores que permitan que el sistema funcione
mejor, con mas o quizas menos regulacion del gobierno y agencias internacionales.
Los escépticos de la necesidad de una reforma, después de todo, razonan que la forma
en que ha funcionado la economia global ha generado no solo una enorme riqueza
para un numero de personas sin precedentes, sino que también ha mejorado la

esperanza de vida, el acceso a la educacién y la movilidad social para muchos pobres.

Por lo tanto, las voces de desacuerdo sobre la necesidad de cambio también
deben ser escuchadas. Asi, el documento del grupo requiere discusién y debate.
De hecho, necesita mds que eso. Es una oportunidad para una profunda reflexién
y experimentacion en la educacion empresarial en formas que van mas alla de las
reformas de las generaciones anteriores. El método y el formato son importantes
pero también lo son el contenido y, aiin mas criticamente, un nuevo estudio de las
suposiciones incorporadas en nuestros programas de negocios actuales. Sin duda,
es imprescindible revisar las suposiciones econémicas y financieras de la economia
neoliberal. Necesitamos algo que inspire la esperanza de que las empresas puedan
ayudar a salvar el planeta y, al hacerlo, liberar nuestras vidas sociales de la avaricia

excesiva y la indiferencia al sufrimiento.

Si bien se escribi6 este informe teniendo en cuenta a los docentes de las escuelas
de negocios jesuitas, también es un llamamiento a las escuelas de negocios de todos
los niveles para reexaminar su producto principal debido a los desafios actuales y
futuros. Adopta la lente de ensefianza social cat6lica romana porque ese es el cuerpo
de pensamiento social mas claro y mejor desarrollado que ha tomado en serio
las preocupaciones sobre el paradigma econémico actual, ofreciendo una critica
sostenida y respetada de las politicas econémicas de laissez faire, proponiendo una
interpretacion alternativa de la situacién humana y defender el “bien comdn” como
un antidoto necesario para los aspectos mas duros de tales politicas. El documento de

pensamiento interpreta la situacién actual, citando tendencias positivas y negativas,



¢Necesitamos un nuevo paradigma? Una invitaciéon para revaluar ... 37

reconoce un cambio y presta atencion especial a las esperanzas y preocupaciones de
las personas mas jovenes que viviran con las estructuras que creamos hoy. Por tltimo,
ofrece cuatro pautas relacionadas con los programas de estudio, las habilidades de
liderazgo y las partes interesadas para el proyecto futuro: la reforma significativa de

la educacion empresarial en todos los niveles.

Y AHORA, ;QUE?

Sin embargo, antes de ver el informe, veremos primero cudles son los proximos
pasos que estan previstos. El grupo ahora esta hablando con los decanos y lideres
académicos en las escuelas de negocios jesuitas en general con la esperanza de alentar
y promover una conversacion sostenida, asi como proyectos de reforma curricular

y de programas en el proximo afio académico y mas all4.

Tal conversacién necesita el apoyo de la administracién escolar. Se anima a los
profesores, independientemente de sus disciplinas particulares, a discutir y debatir
sobre como puede cambiar la educacién empresarial para que pueda preparar una
nueva generacion de lideres empresariales. Se deben planear nuevos cursos en
econ6micas, finanzas y el plan de estudios de empresariales generales segiin un
paradigma basado en principios mas humanos y con consciencia social tales como

los que estan en documentos como el Laudato Si’.

Entonces, aunque esta iniciativa es dirigida de momento por individuos
asociados con las escuelas de negocios jesuitas para la educacion en sus instituciones,
nuestra esperanza es que el profesorado en todas las escuelas de negocios se anime
a realizar conversaciones parecidas si todavia no lo esta haciendo. Esperamos que
nuestra labor ayude a otros en instituciones similares y que aprendamos de otras
escuelas de negocios que quieren revisar sus propios curriculos. Es cierto que creemos
que toda la educacién empresarial, jesuita o no, deberia estar de acuerdo con las
realidades y desafios del siglo 21 y que para lograr esta realineacion, serd necesario

que todos contribuyamos.

Hablando directamente con los joOvenes que crearan y dirigiran las economias
del futuro, el Papa escribid: “No hay dos crisis separadas, una ambiental y otra social,
sino una sola y compleja crisis socio-ambiental.” Las estrategias para resolver los

problemas urgentes de hoy y marfiana requieren entonces “una aproximacion integral
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para combatir la pobreza, para devolver la dignidad a los excluidos y simultdneamente

para cuidar la naturaleza.” Son palabras que pueden guiar el esfuerzo de reforma.

UN PARADIGMA INSPIRADOR PARA
LA EDUCACION EMPRESARIAL JESUITA

El estado actual

La actividad empresarial, que es una noble vocacion orientada a producir
riqueza y a mejorar el mundo para todos, puede ser una manera muy fecunda
de promover la region donde instala sus emprendimientos, sobre todo si
entiende que la creacion de puestos de trabajo es parte ineludible de su
servicio al bien comun. (Francisco, 2015: num. 129)

A pesar del progreso econémico global significativo en las altimas décadas, la
pobreza extrema y la degradacion ambiental se siguen persistiendo. Hay demasiadas
personas sin acceso suficiente a los bienes y servicios necesarios para sobrevivir y
crecer, incluso la nutricién, la atencién sanitaria, la educacion, trabajos decentes,
agua limpia, el saneamiento, viviendas asequibles y energia limpia. Es tragico,
ademads, que los que estan en los margenes—Ias mujeres, los nifios, las minorias, los
migrantes y los refugiados, y las comunidades indigenas, entre otros—generalmente
se encuentran mas excluidos de los beneficios de la economia de mercado. De hecho,
la desigualdad en ingresos y riqueza sigue siendo alta dentro de y entre paises, e

incluso estd aumentando en algunos casos.

La naturaleza del trabajo también esta cambiando rapidamente. El outsourcing,
la inteligencia artificial y la automatizacién, por ejemplo, estdan reemplazando
el trabajo que antes hacian los seres humanos. Las interrupciones del mercado
laboral como estas pueden alimentar la creciente desigualdad a medida que mas y
mas trabajadores enfrentan el futuro llenos de ansiedad, ya que si bien el progreso
tecnolégico puede proporcionar mejoras sociales extendidas, estas ganancias se

acumulan con demasiada frecuencia para los que estan en la cima.

La universidad jesuita, con la escuela de negocios jesuita en particular, puede ser,
como lo extrapola del texto del Papa Francisco, un instrumento de misericordia que
da un poderoso impulso a la acciéon para entender el mundo y cambiarlo (Ashley,

2018). Las universidades, junto con las escuelas de negocio de grado y posgrado
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en particular, desempefian un papel importante para abordar estos desafios y crear

oportunidades para un cambio positivo. Tienen como minimo, dos responsabilidades:

e generar nuevos conocimientos, a través de la investigacion, que
informan y transforman la forma en que se llevan a cabo los

negocios, y

e crear conciencia para ayudar a proporcionar un marco de reflexion
sobre el papel que desempefia cada estudiante en ser parte de la
soluciéon mientras apoya a los estudiantes y al profesorado a medida
que desarrollan formas concretas en las que pueden convertirse en

parte de la solucion a estos problemas desafiantes.

No debemos ser ingenuos acerca de la complejidad de estos desafios. El hecho de
que el mundo esté mas interconectado que nunca a menudo ofrece oportunidades
increibles para lograr un cambio positivo pero también una destruccién duradera.
La cuarta revolucién industrial avanza a un ritmo vertiginoso, y algunos lo definen
como un momento “VICA”—uno caracterizado por la volatilidad, la incertidumbre,
la complejidad y la ambigtiedad. Esto hace que la reforma que necesitamos sea ain

mas imprescindible y més dificil de lograr.

Los profesores de empresariales de todo el mundo se dedican a la investigacién que
afecta la forma en que se llevan a cabo los negocios. Los organismos de acreditacion
incluyen el reconocimiento del impacto social en sus estaindares que deben seguir
las escuelas de negocios y las recientes declaraciones de Business Roundtable' (Mesa
Redonda de Negocios) que dejan de lado el modelo de la primacia de los accionistas
también son alentadoras. “Cada uno de nuestros miembros es esencial,” concluye
el grupo de Business Roundtable, “[y] nos comprometemos a dar valor a todos ellos,
para el éxito futuro de nuestras empresas, nuestras comunidades y nuestro pais”
(Business Roundtable, 2019a, 2019b). Los movimientos para el desarrollo sostenible,
la asignacion justa de recursos y las practicas y politicas de gestion humanista,
junto con la creciente sensibilidad hacia los efectos de las practicas comerciales
en la calidad de vida y el potencial de las comunidades locales, nos hacen confiar

en que los negocios pueden ser la mejor y mas segura esperanza para abordar los

'Es una asociacion de CEOs o directores ejecutivos que vienen de las empresas mas
importantes de EEUU.
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problemas urgentes de hoy en dia. De hecho, el movimiento de responsabilidad social
corporativa ha afectado a empresas de todos los tamafios, con otros movimientos
como el de triple resultado final, Global Reporting Initiative (1a Iniciativa de Informe
Global), el Pacto Mundial de Naciones Unidas, llamando la atencién sobre el hecho

de que ya no podemos seguir haciendo “negocios como siempre.”

Puesto que las empresas en todo el mundo estdn cambiando la forma en la
que hacen negocios y lo que miden e informan como elementos del desempefio
empresarial, las organizaciones como el Consejo de normas de contabilidad sostenible
estan creando marcos para informar de tales medidas. Las directrices de la OCDE para
empresas multinacionales (OCDE, 2011) y los Principios rectores de las Naciones
Unidas sobre empresas y derechos humanos (Las Naciones Unidas, 2011) también
proporcionan marcos importantes que se pueden incorporar en los curriculos de
las escuelas de negocios, con un contexto adicional dado por las declaraciones de
la Business Roundtable que deja de lado el modelo de primacia de los accionistas
(Business Roundtable, 2019a, 2019Db).

Deseos

Este cambio esta directamente relacionado con lo que nuestros estudiantes
han estado y todavia estan pidiendo. Nosotros creemos que lo que les motiva en
el fondo es lo que podriamos llamar “hambre” o “deseos” que impulsan e inspiran
su idealismo y sentido de esperanza. Deben estar capacitados con las destrezas para
sobrevivir en la economia actual, pero también anhelan el desarrollo humano, es

decir, el desarrollo de la persona completa.

Estos deseos que la educacion empresarial jesuita espera despertar y satisfacer

son los siguientes:

e Conocimiento integrado. A los estudiantes de hoy les gusta tener tanta
informacién al alcance de la mano, pero quieren una formacién
mas s6lida que no solo integre sus capacidades intelectuales,
afectivas y volitivas, sino que también les ayude a alcanzar una
mayor profundidad de comprension a través de la apreciacion de

cémo una variedad de materias y disciplinas se encajan.
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Una moral rectora. También experimentan las limitaciones que
acompaflan a un discurso moral centrado casi exclusivamente
en los derechos individuales mientras que casi ignoran las
responsabilidades que tenemos unos con otros. Nuestros estudiantes
no estan buscando recetas. Mas bien, muestran el deseo de una base

ética y un método para el discernimiento moral.

Una comunidad. Los estudiantes de hoy valoran la construccion
de comunidades significativas con una conectividad genuina y
que incorporan un civismo comprometido. Muestran una nueva
fuerza de pasién y compromiso para usar sus dones y talentos para
los demas. Dado que tienen la sensacién de que han encontrado
su voz como agentes de cambio, ahora quieren una participacién

mas activa para crear mas bien en el mundo.

Un paradigma global. Al ver las limitaciones y los peligros del
etnocentrismo e incluso del nacionalismo, nuestros estudiantes
quieren adoptar una perspectiva mas cosmopolita. Ellos ven muy
bien que cada uno de nosotros vive en muchas comunidades, de
la comunidad de nuestro nacimiento a la comunidad de la familia

humana y creen que tenemos responsabilidades a cada una de ellas.

Una espiritualidad adulta. Cansados de los debates polarizadores,
nuestros estudiantes desean una espiritualidad que sustente y
fortalezca, una donde haya un amplio espacio para la fe y la razén

que dan sentido a sus vidas.

Trabajo digno e impacto significativo. El trabajo no se trata solo
de ganarse la vida. Como escribe el Papa Francisco, también es
“parte del sentido de la vida en esta tierra, camino de maduracioén,
de desarrollo humano y de realizaciéon personal.” A los jévenes
de hoy les gusta mas esta dimensién del trabajo. Hay un deseo
de compartir y difundir un cambio positivo, lo que impulsa
la necesidad interrelacionada de comunicacién, diplomacia,

pensamiento integrado y colaboracién.
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e Una educacion basada en la experiencia. Las escuelas de negocios
jesuitas deben adaptar su pedagogia a los estilos de aprendizaje de
nuestros estudiantes del siglo XXI mientras permanece basada en un
enfoque ignaciano que enfatiza el proceso de aprendizaje (contexto,
experiencia, reflexion, acciéon y evaluacion). Los resultados de
aprendizaje de los estudiantes también se ven mejorados por

experiencias de inmersion y casos en vivo.

Un paradigma educativo inspirador para las
escuelas de negocios jesuitas

Para responder a estos profundos deseos dado nuestro contexto actual,
necesitamos renovar la educaciéon empresarial jesuita. Esto implica un nuevo enfoque
para preparar a los lideres que necesitamos en un momento complejo de la historia,
todo con el objetivo de crear un orden social justo en el que todos puedan florecer.
Tenemos la responsabilidad no solo de reformar nuestros curriculos, sino también
de tocar los corazones y las mentes de nuestros estudiantes para que puedan ser una
luz para el mundo, asi como usar sus habilidades y talentos para abordar los graves
desafios que todos enfrentamos. Si bien los miembros individuales del profesorado
y las escuelas han progresado, la educacién empresarial, en general, no ha hecho

sistematicamente este cambio esencial.

Este nuevo paradigma educativo tiene un nimero de elementos que lo hacen

relevante, efectivo, significativo y verdaderamente jesuita, a saber:

e Larenovacion del curriculo de negocios. Se desarrollaria un nuevo plan
de estudios que siga este paradigma segtin las ideas de la ensefianza
social catllica romana y abarcaria la antropologia, la ética, la
responsabilidad social corporativa, el gobierno, la sostenibilidad y
la comprension de la realidad social actual. Al mismo tiempo que
acepta la eficacia de la economia de mercado, enfatizaria que la
actividad econémica debe servir al bien comun, y sobre todo servir
satisfaciendo las necesidades de los pobres y excluidos. Ademas,
haria hincapié en que toda actividad econémica publica y privada

debe basarse en practicas ambientalmente sostenibles.
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El uso del paradigma pedagdgico ignaciano. La pedagogia ignaciana
reconoce la importancia del contexto, la experiencia, la reflexion, la
accion y la evaluacion. La investigacion refuerza la importancia de
este enfoque, junto con el papel esencial del aprendizaje inmersivo
y comprometido con la comunidad. El paradigma ignaciano es uno
de formaci6n holistica que busca inculcar las actitudes y valores
correctos en nuestros estudiantes basados en la premisa de que
“convertirse” es mas importante que “saber.” Por lo tanto, un
componente “co-curricular” que incluye el contacto directo con
los pobres y excluidos es fundamental.

Una vision de las habilidades necesarias para este nuevo tipo de
liderazgo. La educacién empresarial jesuita, que debe basarse en
los fundamentos importantes de las humanidades y la educacion
técnica, también debe incluir las habilidades necesarias para un
nuevo tipo de liderazgo cuyos defensores se forman de manera
que les permita ver la incertidumbre y la ambigiiedad como
oportunidades, confiando en la creatividad, la comunicacion y la
narracion de cuentos como capacidades importantes para lograr
un cambio positivo. Al mismo tiempo, dichos lideres deben ver
el liderazgo como una oportunidad para servir a los demas y al

bien comun.

El papel de los principales interesados. El esfuerzo hacia la realizacién
de esta vision involucra al profesorado, los ex alumnos y la
comunidad empresarial en general. Las escuelas de negocios
jesuitas deben involucrar e inspirar al profesorado para desarrollar
y ofrecer estas nuevas alternativas de negocios, mientras que se
deben realizar una investigacion sobre el impacto de estos cambios

y la ensefianza de estos conceptos.
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Una educacion jesuita en los negocios se basa firmemente en un marco ético que

hace hincapié en las preguntas fundamentales sobre la dignidad y el potencial del

individuo, la crucial importancia del bien comun y el valor de las redes sociales que

afirman y apoyan el florecimiento humano. Cada campo académico—marketing,

finanzas, contabilidad, gestién, recursos humanos, etc.—debe ofrecer una visién
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alternativa basada en principios éticos y la promocion de la virtud, ya que reconoce
que el enfoque actual de la educacién empresarial, con énfasis en el motivo de la
ganancia pero que descuida el bien social, contribuye a una economia insostenible
que no esta a favor del florecimiento humano. ;Qué es lo mejor, tanto para todos
como para el planeta? Es responsabilidad de cada miembro del profesorado,
departamento y escuela expresar su postura con relaciéon al paradigma ignaciano.
La educacion empresarial debe responder a este desafio critico ahora.
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ABSTRACT

The student-led fossil fuel divestment (FFD) movement urges universities to remove investments
in fossil fuel firms from their endowment portfolios to inspire reductions in carbon emissions
and help control climate change. This article explores the movement in U.S.-based Jesuit
universities by documenting their endowment size, current divestment status, and rationale
for or against divesting. These institutions held a total of US$13.8 billion in their endowments

as of 2019, making their investment decisions relevant and material.

The article in general examines the alignment of divestment actions with the commitments of
Jesuit universities to environmental stewardship and social justice as expressed in their mission
statements and Pope Francis’s encyclical Laudato Si’. Two out of the 27 Jesuit universities in
the U.S., namely, Georgetown and Seattle University, were already committed to FFD by April
2020; after accounting for branch campuses, this represents a commitment of 13.3% among all
U.S.-based Jesuit universities. This is appreciably higher than the 4.12% divestment rate among

all private 4-year universities in the United States.

Each of the 27 U.S.-based Jesuit universities was contacted to verify their endowment size,
divestment status, and position on FFD. The 13 who responded stated their commitment to
environmental protection and sustainability, and some reported their rationale for or against
divesting. Results suggest that the investment strategies of Jesuit universities are a “work in
progress,” and are likely to evolve as they align with their common Roman Catholic and Jesuit

identity and mission.
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The reasons stated for deciding not to divest, moreover, are consistent with previous literature.
A second article in this issue of the Journal of Management for Global Sustainability explores those

reasons in detail and broadens the theme of divesting to encompass any organization.

KEYWORDS

investments of Jesuit universities; divestment from fossil fuel firms;
fossil fuel-free endowments; socially responsible investments in higher education;

environmental justice and ethics; Laudato Si’

INTRODUCTION

A very solid scientific consensus indicates that we are presently witnessing
a disturbing warming of the climatic system ... [and] a number of scientific
studies indicate that most global warming in recent decades is due to the great
concentration of greenhouse gases (carbon dioxide, methane, nitrogen oxides
and others) released mainly as a result of human activity.

If present trends continue, this century may well witness extraordinary climate
change and an unprecedented destruction of ecosystems, with serious
consequences for all of us.

—Francis, Laudato Si’(2015): nos. 23-24

Laudato Si’ is probably one of the most eloquent attempts to articulate the moral
imperative of addressing climate change. A chemist by training, Francis compellingly
affirms that global warming, caused primarily by greenhouse gases generated from
the burning of fossil fuels, is a human-made problem. One of his central themes
echoes Bartholomew, the “Green Patriarch” of Orthodox Christians who calls on all

human beings to repent for the ecological damage they have caused (Rich, 2018).

Responding, in part, to Laudato Si’, students in various Jesuit universities have
joined the “fossil free” movement, organizing efficiently and collaborating through
collective exchanges such as the Jesuit Divestment Network. Ever since the emergence
of the fossil fuel divestment (FFD) movement in the U.S. in the last decade, university
students have been urging their institutions to remove investments in fossil fuel firms

from their endowment portfolios, all in an attempt to inspire social, political, and
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economic actions that would ultimately reduce carbon emissions and control climate
change (Linnenluecke, Meath, Rekker, Sidhu, & Smith, 2015). By April of 2020, two
out of the 27 Jesuit universities based in the U.S. had agreed to divest, or “dis-invest”
from or sell, any and all financial holdings in fossil fuel firms. After accounting for
branch campuses, this means that 13.33% of all Jesuit higher education institutions
in the U.S. have adopted an FFD strategy; in comparison, only 4.12% of all 4-year
private institutions in the U.S. (counting all branches) have agreed to divest from
fossil fuels. These results are encouraging as they reflect a strong commitment to FFD
and to environmental sustainability in general among Jesuit universities. This study,
therefore, investigates if and how the investment decisions of Jesuit universities do
reflect the message about fossil fuel impacts on climate change as outlined in Laudato

Si’ and elsewhere.

Data on FFD was obtained from the 350.org public database while endowment
data was acquired through the National Association of College and University
Business Officers (NACUBO). The websites of all 27 U.S.-based Jesuit universities were
also examined to investigate their 1) general environmental/sustainability initiatives;
2) divestment status, and 3) endowment investment policy (if available). All these
institutions were contacted to verify and for comment on collected endowment
and divestment status data as well as to request for information about their policies

regarding investments in fossil fuel firms.!

Of the 27 Jesuit universities that were contacted, 13 responded (48.15%), with
ten of those providing, in addition, various degrees of information regarding their
environmental initiatives as well as rationale for and against divesting from fossil fuel
firms. The results indicate that even though all U.S.-based Jesuit universities advocate
explicitly for environmental stewardship and for the creation of a sustainable world
in various forms, the majority are still invested in the stocks of firms that are among
the 200 largest in the world in terms of oil, gas, and carbon reserves (see Table 1).
Only two U.S.-based Jesuit universities so far—Georgetown University and Seattle

University—have affirmatively committed to a fossil fuel-free investment portfolio.

In the case of non-divesting Jesuit universities in the U.S., respondents alluded

to various reasons for rejecting an FFD strategy, all of which were linked to financial

A list of which companies are considered “fossil fuel firms” was also sent to all these
universities. See Table 1.
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concerns or, rather, a cost-benefit logic. They stated, for example, that they do not
have direct control of investments, or that they rely on the investments of index/
mutual funds that include stocks in fossil fuel firms. Non-divesting universities
argued that divesting creates high transaction costs, increases portfolio risk, reduces
investment income, and impairs diversification benefits, that it is a “political issue,”
will not make a difference in carbon emissions, and is contradictory to their own use
of fossil fuels in other activities (all these arguments against divesting are discussed

in detail in the next article of this issue of the Journal).

The remainder of this article is structured as follows. The second section
provides an overview of the role played by fossil fuel firms’ carbon emissions in
global warming, along with some strategies for dealing with, as well as responses
to, the current climate crisis. The third section offers a brief history of divestment
movements that leads to the current FFD initiative in higher education. The fourth
section describes the methodology used to explore this topic and the data developed
from it. Lastly, the fifth section points readers toward the second article in this issue
of the Journal which examines and discusses the alleged reasons for maintaining
endowment portfolios that carry investments in fossil fuel securities, and offers some

possible next steps following that analysis.

This first article, then, can be viewed as asking the “what’s so?” question about
climate change, as well as “so what?” concerning university investments in fossil
fuel firms. The second article, on the other hand, can be viewed as starting to address
a “now what?” question arising from attempts to answer the “what’s so?” and “so
what?” concerns explored in this article: what might universities do with their

investments to deal with the threats of climate change and global unsustainability?

BACKGROUND

Fossil Fuels and Climate Change

On June 23, 1988, the director of NASA’s Goddard Institute for Space Studies,
James Hansen, delivered historic testimony to the U.S. Congress (Shabecoff, 1988).
He declared science to be 99% unequivocal that the world was warming and that
humans, by burning fossil fuels and through other activities, had altered the global

climate in a manner that was going to change life dramatically on Earth. In that
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testimony, he predicted (almost a decade earlier) that there could be an increase of
two degrees Centigrade in global temperature if these trends continued, which would
result in massive droughts, floods, thermal expansion of the oceans, the melting of
glaciers, the rise of sea levels by as much as one to four feet, and the destruction of
coastal cities, reefs, and most living species by 2050.

Indeed, the Earth’s temperature has since risen by an average of one
degree Centigrade? from pre-industrial levels (1850-1900), and the planet has
experienced an astonishing run of record-breaking heat waves, hurricanes,
storms, forest fires, droughts, and floods, as well as rising sea levels and ocean
acidification caused by carbon dioxide (COZ) emissions (see Gillis, 2018).
February 2020 was 1.17 degrees Centigrade warmer than the recorded average,
and according to the National Oceanic and Atmospheric Administration (NOAA),
there is a 75% probability that 2020 will set a record for the warmest year to date
(Freedman, 2020). The United Nations’ Intergovernmental Panel on Climate
Change Report for Policymakers (IPCC, 2018), moreover, concluded in October
of 2018 that the average global temperature will probably rise by 1.5 degrees
Centigrade® by 2030—and almost certainly by 2040—if no major cuts in CO2
emissions occur. In fact, the report stated that even if such cuts were to begin
immediately, they would only delay and not prevent this increase (Goodwin,

Katavouta, Roussenov, Foster, Rohling, & Williams, 2018).

Drawing upon the work of scores of scientists, Elizabeth Kolbert also predicts
that human activity and climate change will probably cause the extinction of
20% to 50% of all living species by the end of this century in what she calls the
“sixth great extinction” (Kolbert, 2014). Indeed, the World Wildlife Fund (WWF),
echoing Kolbert in its Living Planet Report, reports overall declines of 60% and
83% in vertebrate and freshwater species, respectively, between 1970 and 2014
(WWEF, 2018). Unfortunately, the precipitous decline in earth’s biodiversity and
the destruction of animal and plant species can be traced back convincingly
to human activity, for which deforestation, global warming, and pollution are
significant drivers. The Earth, as Kolbert warns, is in the midst of a modern

and anthropogenic sixth extinction that will likely be humanity’s most lasting

21.8°F.
2.7°F,
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legacy, thereby challenging us to rethink the fundamental question of what it

means to be human.

Individual and Collective Responses to the Climate Crisis

In addition to using our voices to communicate that human beings have
altered the environment and caused climate change, there are objective and
measurable actions that we all can take on a personal level to reduce pollution
and waste (Hawken, 2017; Weis, 2013). There is consensus, however, that changes
by individuals alone cannot prevent environmental disaster. One perspective that
focuses on the national level, for instance, observes that only three countries
are responsible for more than a third of all greenhouse gases emitted worldwide.
According to the European Commission’s 2018 Fossil CO, Emissions of All World
Countries report (Muntean et al., 2018), the United States contributes 13.8% while
China’s and India’s carbon footprints continue to increase, standing at 29.3% and
6.6%, respectively, at the time of the report.* Yet while a nation-based approach to
assigning responsibility for carbon emissions is useful for the design and formation
of multinational cooperation agreements within the jurisdiction of international law,
action at the political level has proven to be disappointing while regulatory efforts
seem perpetually stymied by powerful private interests. Global treaties, in addition,

remain entangled in governmental disagreements over who should bear the cost.

Another strategy is based on the idea of tracing emissions—and responsibility—
to the direct producers of greenhouse gases. Heede (2014), for instance, quantified
the fossil fuel production records of firms from 1854 to 2010 and concluded that
63% of all worldwide emissions can be attributed to only 90 companies. His results
offer the opportunity to assign responsibility for causing—and remedying—climate

change to those firms who own and market fossil fuels.

Linnenluecke et al. (2015), on the other hand, argue that a developing confluence
between policy and organizational responses has the potential to lead to greater
action on climate change (Gunningham, 2017). McKibben (2013) proposes a related
approach: a collective campaign on divestment which, he argues, will shift public

opinion, stigmatize the fossil fuel industry, and mobilize pressure on community

“Among these three countries, the United States is the largest contributor of greenhouse
gases (GHG) on a per capita basis (in tons): US = 15.7; China = 7.7; and India = 1.8.
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leaders and politicians to address what McKibben described as “the greatest intellectual

and moral problem in human history” (emphasis added).

DIVESTMENT: A STRATEGY FOR SOCIAL JUSTICE

Led by the Reverend Leon Sullivan and several religious institutions, the
late 20™-century movement against the South African apartheid regime was the
first major divestment campaign in modern history. It urged all U.S. firms to stop
doing business in South Africa, where apartheid laws once required all companies
operating within South African borders to follow rules that had been explicitly
designed to protect white supremacy (Seidman, 2015; Apfel, 2015). The pressure
for divestment grew in intensity over time, and firms were eventually pressured to
withdraw from the country (Hiltzik, 2016). Indeed, after apartheid was dismantled in
the early 1990s, ethical investing initiatives began targeting the arms trade, tobacco

firms, heavy polluters, and human rights violators (Loder, 2017).

The history of divestment in the Roman Catholic Church and among other
religious organizations in general has been well documented (Krantz, 2015; Hodgson,
2009; Clark, 2011; Roewe, 2014, 2016; Finn, 2019). Roman Catholic institutions in
the early twentieth century expressed their faith and values in their investments
and “screened” alcohol and tobacco firms from their portfolios. Fifty years later,
Christian/Catholic funds began screening for weapons manufacturers. This process,
in general, was undertaken not with the hope of having a major financial impact on
these companies but rather to align investors’ values and beliefs with their assets as

well as for any symbolic impact such actions might have on society.

Divestment campaigns, to some extent, attempt to fill the void left by
political and governmental inaction. When governments seem unable or
unwilling to assert a larger public interest in dealing with corporations, and where
private gain seems to come at the expense of a larger public good, divestment
discussions provide an avenue for garnering attention across an array of local
communities, pushing leaders to respond when private behaviors contribute
to, or profit from, a global problem. In calling attention to large issues that link
organizational practices to broader social problems, divestment movements seek
to spark a sense of moral urgency and create support for strong intervention.

By encouraging individuals to focus on institutional relationships, they can prompt
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examinations of important global problems and offer concrete means for individuals
and organizations to demonstrate explicitly, through collective action, what they
believe in and care for (Benford, 1993; Kimbro, 2018).

An example of an attempt to fill the void left by a lack of appropriate government
action was the response of Dick’s Sporting Goods after the Parkland High School
massacre in Florida in February of 2018 (Barca, 2018). In response to this tragedy,
the company decided to stop selling assault rifles and high-capacity magazines. It
is worth noting, moreover, as in the case of the anti-apartheid movement, that a
religious institution was actively involved in encouraging Dick’s to stop selling those
products—the Sisters of Mercy had been lobbying the company ever since to restrict
its firearms merchandise. Thus, when the Parkland shooting happened, Dick’s took
the step that the Sisters and their coalition allies had been advocating for and made
the policy shift.

The dilemma, on the other hand, of whether firms (or institutions) have a
fiduciary duty to shareholders (Friedman, 1970) or to society was and continues to
be a heavily debated topic (Barnett, 2007). Some business leaders, following Milton
Friedman'’s view in his widely-cited 1970 essay in the New York Times Magazine, still
insist that their only ethical obligation is to focus on profit maximization within the

laws and regulatory structure of the countries in which they operate.

Fossil Fuel Divestment Movement

FFD campaigns urge investors to sell their stakes in companies that hold reserves
of and supply coal, oil, or gas. Those who do so would be taking a step toward
aligning ethical concerns with investment decisions, for the moral and practical
framing of FFD is predicated on the argument that investing in fossil fuel firms
ultimately legitimizes their past, present, and future activities. It maintains that the
business model of the fossil fuel industry is unsustainable and will ultimately lead
to an uninhabitable planet. Indeed, one of the movement’s goals is to help people
realize that the role played by fossil fuel companies in society is like the role played
by tobacco firms in one’s health—as hazards to life. Owning stock in a fossil fuel
firm, in other words, affirmatively legitimizes the destruction that climate change

has caused, is causing, and will cause.
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With its aim of building support for legislation and technology that reduce
greenhouse gas emissions by cutting down financial support for fossil fuel investments
and operations while addressing the moral legitimacy of fossil fuel production and its
use (Ansar, Caldecott, & Tilbury, 2013; Ayling & Gunningham, 2017), FFD has gained
traction among foundations, pension funds, faith-based organizations, governments,
and other organizations all over the world. As of April 2020, $14.14 trillion worth
of assets under management (AuM) have been committed to fossil fuel divestment®
(Fossil Free, n.d.) while FFD pledges to divest $5.2 billion have been made by 1,195
institutions and 58,000 individuals. Educational institutions represent 15% of all
divestments while faith-based institutions, interestingly enough, comprise the largest

group, representing 30% of all divestment commitments.

One of the movement'’s largest victories was when Norway’s $900 billion
sovereign-wealth fund agreed in June of 2015 to sell $9 billion worth of stocks in
firms that mine coal and tar sands. Success continued in 2018, when New York City
announced that it would fully divest fossil fuel companies from its roughly $5 billion

worth of pension funds within the next five years (Neuman, 2018).

It is necessary, of course, to determine which firms should be divested from
if an FFD strategy is to be pursued. One approach is to select firms based on the
fossil fuel reserves under their ownership and/or control. Developed by The Carbon
Underground, Table 1 lists the top 100 firms according to coal reserves and the top
100 according to oil and gas (Fossil Free Indexes, 2018). These numbers represent

the potential impact on present and future generations if these reserves are burned.

COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
Oil Gas 0&G
Firms Ticker | GtCO, Firms | Ticker
GtCO, | GtCO, | GtCO,
Coal
1 ’ COALINDIA | 33.272 | 1 | Gazprom | GAZP | 35.116 | 4.345 | 39.462
India
Adani
2 Enterprises | D NENT 27.321 | 2 | Rosneft | ROSN | 3.413 | 11.574 | 14.987
Shaanxi
3| Coal 601225 | 27.152 | 3 | PetroChina | 0857 4.211 | 3.335 | 7.545
Industry

5This includes full and partial commitments and divestments from coal and tar sands.
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
Qil Gas 0&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtcCo,
China
4 | Shenhua | 1088 | 20892 | 4 II“:V’I‘X}‘)’TII XOM | 3.006 | 4.487 |7.492
Energy obl
5 | Glencore | GLEN 17.993 | 5 BP BP 2.456 4.452 | 6.908
6 BHP BHP 12.707 | 6 | Lukoil | LKOH 1.289 5.113 | 6.402
Billiton
Yanzhou
7 Coal 1171 10.610 7 | Novatek | NVTK 4.038 0.593 | 4.630
Mining
China Royal
8 Coal 1898 9.875 8 | Dutch RDSA 2.204 2.055 | 4.258
Energy Shell
9 | pxxaro | EXX | 9.760 | 9 | Chevron| CVX | 1.675 | 2.583 | 4.258
10| Public | 5ho 1 9339 | 10| petrobras | PBR | 0.431 | 3.571 | 4.002
Power
11| Mitsubishi | 8058 | 8.902 |11 | “¥PO™ | SIBN | 1.186 | 2.665 | 3.851
Inner
12 | Mongolia 3948 8.415 |12 | Total FP 1.772 2.060 | 3.832
Yitai Coal
Peabody
13 BTU 7.767 | 13| ENI ENI 1.061 | 1.449 | 2.745
Energy
14 XanCO?I YAL | 6.945 |14 Tatneft | TATN | 0.000 | 2.631 |2.631
ustralia
15 F‘Efe“ght FELP | 6759 |15| ONGC | ONGC | 0.822 | 1.690 |2.512
nergy
Shanxi
Xishan .
16 Coal & 000983 | 5.416 |16| Statoil | EQNR 0.821 1.135 | 1.957
Elect
17| Mechel | MTLR | 5.203 |17 co%(ffﬁ%}gs COP | 0.649 | 1.160 | 1.809
Anglo
18| B0, | AAL 5.145 |18 | CNOOC | 0883 | 0.450 | 1.217 | 1.667
BUMI Canadian
19| pooes | BUMI | 5103 [19| Nat | CNQ | 0331 | 1.271 | 1.602
Resources
20 | Whitehaven | WHC | 5.067 |20 | Inpex | 1605 | 0.321 | 0.936 | 1.257
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
Oil Gas 0&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtCO,
China
Coal
21 Xiniji 601918 | 5.056 | 21| EQT EQT 1.081 | 0.076 | 1.156
Energy
Tambang
Batubara
22| Bukit PTBA 5.052 | 22| Sinopec | SINOPEC | 0.381 | 0.677 | 1.058
Asam
Aktie
Lu’an
23 Env 601699 | 4.748 | 23 | Bashneft | BANE | 0.000 | 1.036 | 1.036
Energy
24| Vale VALE3 | 4.162 |24 | Repsol REP 0.681 | 0.322 | 1.003
Kailuan
25 | Energy | 600997 | 4.155 | 25| Occidental | QXY 0.209 0.776 | 0.984
Chemical
Teck EOG
26 | pesources | TCK.B | 4124 |26, ~ | EOG 0.232 | 0.712 | 0.945
Arch Antero
27 Coal ARCH 3.838 | 27 | pesources AR 0.605 | 0.290 | 0.895
Alliance R
28 | Resource | ARLP | 3.626 |28 |, % | RRC | 0.559 | 0.242 | 0.802
Partners
Raspadsk South-
20 | REOTY | RASP | 3.616 |29 | westen | SWN | 0.606 | 0.179 | 0.785
Energy
Dalong Suncor
30| Coal 601001 | 3.508 |30 SU 0.001 | 0.708 | 0.709
Energy
Industry
#| EVRAZ | EVR | 2997 |31 SOV CVE | 0.107 | 0.600 | 0.707
nergy
»| Sasol | SOL | 2807 |32| NOPle I\ | 0420 | 0.268 | 0.689
Energy
Beijing
.. | Haohua Devon
33 601101 | 2.676 |33 DVN 0.326 | 0.332 | 0.658
Energy Energy
Res
Westmo- Ch "
34| reland WLB | 2649 |34 | 00| CHK | 0.469 | 0.175 | 0.643
Coal
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COAL RESERVES

(Top 100 Firms)

OIL & GAS RESERVES

(Top 100 Firms)

Oil Gas | O&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtcCo,
35| ITOCHU | 8001 | 2.473 |35 | Ecopetrol | "SFT | 0.177 | 0.461 | 0.638
3| qeowe | RES | 2441 |36 P MO | 0.026 | 0.588 | 0.614
Tata
37 Steel TATASTEEL | 2.435 |37 | BASF BAS 0.392 | 0.202 | 0.594
Jastrzgbska BHP
38 | Spotka JSW 2.355 |38 ... BHP 0.312 | 0.227 | 0.539
Weglowa Billiton
so | A0 1 pRo | 2242 |39 | MAON | \po | 0,129 | 0.410 | 0.539
Energy i
Shanxi Cabot
40 | Lanhua | 600123 | 2.220 |40 | Oil & COG | 0.510 | 0.025 | 0.535
Sci-Tech Gas
a1 gglst/ig 0486 | 2.184 |41 | pmadako | Apc | 0176 | 0.352 | 0.528
AGL Conti-
42 AGK 2.144 | 42| nental CLR 0.226 | 0.271 | 0.497
Energy Resources
43 RIO RIO 2.069 |43 | Apache | APA 0.127 | 0.312 | 0.439
Tinto
Shanghai
44| Datun | 600508 | 2.056 |44 | Hess HES 0.106 | 0.327 | 0.433
Energy
45 | Mitsui 8031 1.956 | 45| OMV OMV | 0.181 | 0.242 | 0.422
Kuz-
basskaya CNX
46 | Toplivna- KBTK 1.890 | 46 | pacources | CNX | 0.388 | 0.021 | 0.409
ya
Cloud Pioneer
47 | Peak CLD 1.886 |47 | Natural | PXD 0.095 | 0.267 | 0.362
Energy Resource
CONSOL KazMun.
48 Coal CCR 1.773 | 48| Gaspp | RDGZ | 0.027 | 0.319 | 0.346
Resources
| NeW | \pe | 1772 |49 YPF | YPFD | 0.137 | 0.190 | 0.327
Hope
NLC N Concho
50 India NLCINDIA | 1.591 | 50 | = o | CXO 0.111 | 0.212 | 0.323
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
, _ , _ Qil Gas | 0&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtCO,
s1 | South32 | 832 1.586 | 51| ™maline l TOU | 0.264 | 0.055 | 0.320
s2| Banpu | BANPU | 1.491 |52 Weodside | wpp, | 0.272 | 0.046 | 0.318
s3| MO | NC | 1459 | 53| Encana | ECA | 0.155 | 0.141 | 0.297
Kangaroo Gulfport
54| posr o0 | KRL 1434 | 54| b | GPOR | 0.263 | 0.031 | 0.294
55 | Sumitomo | 80530 1.400 | 55| Aker BP | AKERBP | 0.000 0.293 | 0.293
s | Huolinhe | 5150 11 387 | 56| HUSKY | pep | 0,087 | 0.191 | 0.279
Coal Energy
Golden
s7| Energy | GEMS | 1.331 |57, > 1096770 | 0.000 | 0.263 | 0.263
Mines
Indika Inti Seven
58| Corpindo | INDY | 1.182 158 | Generaions | VII 0.126 | 0.134 | 0.260
9| S | MCM | 1166 | 59| MEPRY | MUR | 0.105 | 0.154 | 0.259
ining Oil
Australian QEP
60 | Pacific AQC | 1147 |60 |, 3% | QEP | 0.098 | 0.151 |0.249
Coal
Datang Newfield
61| Itpower | 0991 | 1.147 |61 | 50000 | NFX | 0.093 | 0.148 | 0.241
Generation
Nippon
Steel & California
62| gooe > | 54010 | 1.023 | 62| pacore | CRC | 0.038 | 0.200 | 0.238
Metal
63 | Moot | 0975 | 0999 | 63| poeens, | WLL | 0.046 | 0.188 | 0.234
64 | Severstal | RTS2 | 0.869 |64 | PTT PTT | 0.166 | 0.066 |0.232
Beijing
65 J%‘flgneng 600578 | 0.799 | 65| Sasol | SOL | 0.069 | 0.156 | 0.225
ermal
Powe
Shanxi Crescent
66 | Meijin | 000723 | 0.784 | 66| Point | CPG | 0.020 | 0.204 | 0.224
Energy Energy
o7 | Bavan pyaN | 0762 |67 | B | g 1 0170 | 0.022 | 0.193
Resources : Energy . . .
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
o] Gas | 0&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtCO,
o | IZhONZ | 5650037 | 740 | g | Cimarex | ypo | 088 | 0.103 | 0.191
Energy Energy
African )
69 ﬁ’?nb‘)w ARI 0742 |eo| Ol OIL | 0.049 | 0.141 |0.190
inerals India
Ltd
WildHorse
70 | Allete ALE 0.723 |70 Re]S)ource WRD 0.037 0.136 | 0.173
ev
71| Westarmers | WES | 0.712 |71 | pom | UPL | 0.161 | 0.012 | 0.173
72 | Marubeni | 8002 | 0706 |72| MES | vEG | 0.000 | 0172 |0.172
Energy
Electric
73 |  Power 9513 0.705 |73 | Mitsui | 8031 | 0.107 | 0.063 | 0.170
Develop- ! : : !
ment
Idemitsu
74 | Australia | 5019 | 0.702 |74 | Lundin | LUPE | 0.006 | 0.164 | 0.169
Res
75| ASPITE | apM | 0.670 |75 | Energen | EGN | 0.031 | 0.135 | 0.166
Mining
76| White | yvpe | 06s3 |76 VPX | wpx | 0032 | 0.134 | 0.166
Energy Energy
Nava SM
77| Bharat | 513023 | 0.612 |77 | Energy | SM 0.070 | 0.091 |0.161
Ventures Comp
it St PDC
78 | Rovonpesk | NLMK | 0.606 |78 | PDCE | 0.063 | 0.097 |0.159
¢ nergy
Steel
7o | Hallador | yp ol 599 | 79 | PAISIEY | e 005 | 0133 | 0.158
Energy Energy
R Polish
amaco .
80 | pearia | METC | 0.573 |80 | Oil& | PGN | 0.115 | 0.038 |0.153
Gas
Lubelski Galp
81| Wegiel LWB | 0.572 |81 | GALP | 0.032 | 0.120 | 0.153
Bogdanka Energia
82 | acdoniiat | MTL | 0.565 |82 | o 2% | ARX | 0.107 | 0.045 |0.152
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
Qil Gas | 0&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtCO,
s | i | 0307 | 0554 |83 MM | INGG | 0.094 | 0.054 | 0.148
Energy
cLp Painted
% | Holdings | 0002 | 0552 |84 Pony | PONY | 0.139 | 0.008 | 0.146
Energy
Steel RSP
85 | Authority | SAIL | 0.515 | 85|, = RSPP | 0.016 | 0.129 | 0.146
of India ermian
8 | Vedanta | VEDL | 0.515 |86 | . B¥ EPE | 0.036 | 0.110 | 0.145
Energy
57| Hindalco | 500440 | 0.512 | 87| Santos | STO | 0.128 | 0.016 | 0.144
LG Peyto
® | Corp 003550 | 0.501 |88| o PEY | 0.123 | 0.010 | 0.133
National QOil
89 | anonal | 532234 | 0.488 |89 Search | OSH | 0.111 | 0.021 |0.132
Dia-
9| Sojitz | 2768 | 0485 |90 ™™ | FANG | 0.016 | 0.115 |0.131
Energy
Agritrade
o1 | B e | 1131 | 0482 |91 | ENGIE | ENGI | 0.096 | 0.034 | 0.130
Rhino XTG
92 | Resource | RHNOD | 0.478 |92 | [J*1¢ | 5020 | 0.068 | 0.058 | 0.126
8s
Partners
93 | Firstenergy | FE 0.463 |93 | poe | OAS | 0.029 | 0.095 |0.124
Kinetic
oa | MINES | 500 | 0448 |oa|Sa0Chez | |6 04n | 0081 | 0.123
and Energy
Energy
os| PGE | PGE | 0436 |95|n5°™| NEG | 0.108 | 0.013 | 0.120
uel Gas
JXTG Whitecap
* | Hidgs 5020 | 0.428 |96 | peo P WCP | 0.015 | 0.104 | 0.119
o7 | Drairie | ppy g 408 |97 | Q2040 | b0 | 0.064 | 0.051 | 0.114
Mining PLC ’ ’ ’
Feishang Denbur
98 | Anthracite | 1738 | 0.413 | 98| 2 " | DNR | 0.002 | 0.107 | 0.109
Resources
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COAL RESERVES OIL & GAS RESERVES
(Top 100 Firms) (Top 100 Firms)
Oil Gas | O&G
Firms Ticker | Gt CO, Firms | Ticker
GtCO, | GtCO, | GtCO,
Real P
9 | poso | RRP | 0.409 |99 | REMON | POU | 0.071 | 0.036 |0.107
é};’i‘(rlll’l‘é 600740 | 0.383 |10 | Btnction | xo6 1 0034 | 0.072 | 0.106
Total Carbon Total Oil &
Gt CO, 368.57 Gas Gt CO, 78.13 74.28 | 152.65
Total Carbon, Oil, & Gas Asset Reserves 520.988 GtCO,

Gt CO, = gigatons of equivalent CO, (July 2018)
Table 1: The Carbon Underground 200 (Fossil Free Indexes, 2018)

Divestment in Higher Education

The divestment movement in higher education has been grounded in exposing
moral hypocrisy in universities that have been entrusted with preparing students
for their future and yet seek at the same time to profit from an industry that is
destroying it. Divestment advocates call on these higher education institutions (as
well as on foundations, religious institutions, municipalities, and others) to halt new
investments in fossil fuel companies and phase out existing investments within a few
years. However, while the movement has spread that demand to over 500 campuses
in the United States as of Spring 2019, relatively few institutions have formally
committed to it (most, in fact, have formally rejected it).

According to Michelle Raji, the first student-led fossil free initiative started at
Swarthmore College in 2011 (Raji, 2014). The movement did not gain substantial
traction, however, until 2014, when McKibben'’s Fossil Free campaigns helped
develop collective action by supporting global student movement in university
campuses. During the first nine months of that year, the number of universities
that pledged to divest from fossil fuel firms more than doubled from 74 to 181
(Grady-Benson & Sarathy, 2016). In 2015, the University of California system sold
$200 million worth of endowment and pension fund holdings in coal and oil sands
companies. Stanford University, in response to student protests, committed to divest
from coal companies in 2014, and agreed in November 2015 to consider dropping
investments in oil and gas from its $21 billion endowment portfolio (Hiltzik, 2016).
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Universities still have a certain legitimacy that grants them the potential for
leverage particularly in a landscape where many people have lost faith in the
principal sectors of power. Divestment actions make news precisely because such
movements are unusual and because they are based on moral grounds. In the
grand scheme of things, however, total university endowment in the United States,
valued at $650 to $660 billion, is many orders of magnitude smaller than the global
energy industry, which is valued at $4 to $5 trillion. Estimates indicate, moreover,
that only around 2% to 4% of U.S. university endowments, and around 5% in the
United Kingdom, are invested in fossil fuel companies (Ansar et al., 2013; Bullard,
2014). Why bother, then? We cannot discover, of course, how much influence
the legitimacy of universities will grant them if they do not attempt to use it,
yet we might believe from historical precedent that such efforts may inspire and
create change, even when they begin on a small scale (Gitlin, 2013). Sociologist,

author, and long-time activist Todd Gitlin wrote:

Those in the growing divestment movement suffer no illusions that universities
themselves wield the magnitude of power you find in investment banks or,
of course, the FFCs [Fortune 500 companies] themselves. They are simply
seeking leverage where they can. (2013)

When the Rockefeller Brothers Fund, a philanthropy whose funds originally
came from oil and gas, announced that it would sell off its holdings in fossil fuel
companies, the fund’s president, Stephen Heintz, acknowledged the divestment as
being almost purely symbolic, with relatively little impact on either shareholders or
institutions. He maintained, however, that symbols are important:® “This (action)
is largely symbolic, but symbols have power. They motivate people. They inspire
people. They can change behavior” (Stephen Heintz, quoted in Gunther, 2015).

Fossil Fuel Divestment Initiatives in U.S.-based Jesuit Universities

Students have been the ones leading the divestment movement in Jesuit
universities. Various groups have spearheaded divestment initiatives, including
Climate Justice at Boston College,” Boston College Alumni for Divestment, Creighton
University Climate Movement, Holy Cross Fossil Free, Fossil Free Fordham, Fossil Free

Georgetown University, Fossil Free Gonzaga, Divest Gonzaga, Student Environmental

5A list of all firms and institutions that have divested from fossil fuel firms is available at https://
gofossilfree.org/divestment/commitments/.
’Students voted for and approved a resolution demanding FFD in 2019.
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Alliance at Loyola University Chicago, ECO Students Loyola Marymount University
(LMU), Fossil Free LMU, Divest LMU, Fossil Free Loyola University New Orleans,
Divest Loyola New Orleans, and Divest Santa Clara University, among others. The
Divestment Jesuit Network, also led by students, has created an organized consortium
of Jesuit universities that collectively shares resources and strategies; participating
schools are College of the Holy Cross, Loyola University New Orleans, University of
Scranton, Loyola Marymount University, Boston College, Georgetown University,

Loyola University Chicago, Canisius College, and Santa Clara University.

Many, or maybe even most, faculty members in Jesuit universities also support
divestment. They argue that universities, as institutions of research and learning,
must acknowledge and respond to the science they teach, a science that shows
how continued reliance on fossil fuels contributes to a changing climate and global
warming. Faculty, however, albeit with a few exceptions,® have preferred to remain

in the background and let students take the lead.

METHODOLOGY AND DATA COLLECTION

Data on FFD was obtained through the public database of 350.org (Fossil Free,
n.d.), the website led by environmental activist Bill McKibben who adopted the FFD
cause by embarking on a bus tour across the U.S. to promote divestment. Endowment
data was obtained through the public database of the National Association of
College and University Business Officers,” an association of the higher education
industry that provides a training, networking, and advocacy platform for financial
executives. To evaluate divestment initiatives in U.S.-based Jesuit universities, data
on the universe of comparable private 4-year universities in the U.S. was obtained
through the Institutional Characteristics component of the Integrated Postsecondary
Education Data System (IPEDS) run by the U.S. Department of Education’s National
Center for Education Statistics. IPEDS data was also used to establish a baseline

for comparison.

8In early 2015, 202 faculty members at Loyola University in Chicago called for divestment
in a six-page letter to the Faculty Senate, which passed a resolution in their favor. This led to
amendments in university investment policy which included Responsible and Sustainable
Investing Principles (https://www.intentionalendowments.org/loyola_university_chicago).

°Cross-referenced with IPEDS. Endowment and divestment status data were sent to all U.S.-
based Jesuit universities for verification.
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The websites of the 27 Jesuit universities in the U.S. were examined to investigate
their 1) general environmental/sustainability initiatives, 2) endowment investment
policy and data (if available), and 3) if they had a formal position on FFD. A general
Internet and news search was also conducted to examine all FFD-related news and
check if there were any FFD advocacy student groups affiliated with these universities.

The Office of the President, business school deans, and financial officers of each
U.S.-based Jesuit university were contacted by email during the Spring and Summer
of 2019 to verify 1) endowment data, 2) divestment status, and 3) information
regarding any pending FFD initiatives. Information about the universities’ policies
regarding investments in fossil fuel firms was also requested.' Emails were resent
twice for non-respondents early in the Fall of 2019. The Offices of the President for
most of the universities redirected our requests to financial officers who were more
actively involved in the divestment process. These officers responded by email; some
agreed to telephone interviews. The study also maintained confidentiality for all
respondents to avoid a breach by process of elimination (given the small number of

respondents in total), even though some did not request it.

The universe of all private 4-year universities in the United States was cross-
checked to obtain a sub-sample of all those that subscribed to FFD. Public universities
were excluded since U.S.-based Jesuit universities are private institutions. University
data on divestment was also adjusted accordingly given that IPEDS accounts for
branch campuses as separate institutions.

RESULTS

Of the 27 Jesuit universities that were contacted, 13 responded (48.15%) and
confirmed the accuracy of our data. Ten of them also provided various degrees of
information related to their 1) evaluation process for rejecting and/or approving
FFD (e.g., administrative, Board of Trustees vote, etc.); 2) reasons for deciding for

or against FFD; and 3) exposure to or percentage of investments in fossil fuel firms.

The responses obtained indicate that only two U.S.-based Jesuit universities so far

have affirmatively committed to a fossil fuel-free investment portfolio: Georgetown

A list of which firms are considered “fossil fuel firms” was also sent to all universities. See
Table 1.
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University and Seattle University. Nevertheless, results show that after controlling

for branch campuses, 13.33% of all Jesuit universities had agreed to FFD compared

to only 4.12% of all 4-year private universities in the U.S."

ENDOWMENTS AND FOSSIL FUEL DIVESTMENT IN
U.S.-BASED JESUIT UNIVERSITIES

UNIVERSITY

ENDOWMENT
(AS OF 2019)*

DIVESTMENT STATUS**

Boston College

$2,523,300,000

rejected FFD

Canisius Collegel!

$133,900,000

rejected FFD

College of the Holy Cross

$785,852,000

not divested

Creighton University

$587,024,341

rejected FFDP!

Fairfield University

$374,900,000

not divested

Fordham University

$733,516,000

rejected FFD

Georgetown University

$1,822,484,000

tully divested

Gonzaga University

$294,720,414

rejected FFD

John Carroll University

$223,538,691

not divested

Le Moyne College

$187,600,000

rejected FFD

Loyola College (Maryland) $232,472,905 not divested
Loyola Marymount University $477,600,000 not divested
Loyola University Chicago® $692,166,000 not divested

Loyola University (New Orleans)

$235,500,000

not divested

Marquette University

$698,021,348

not divested

Regis University

$69,772,662

not divested

Rockhurst College®!

$37,100,000

not divested, pending

Saint Joseph’s University

$294,286,969

not divested

Saint Louis University

$1,252,677,869

not divested

Saint Peter’s College

$31,050,000

not divested

Santa Clara University

$1,019,760,000

rejected FFD

Seattle University

$241,200,000

fully divested

A total of 65 private 4-year universities in the U.S. agreed to some type of FFD as of April
30, 2020. There were a total of 1,577 4-year universities in the U.S. as of June 2019 (IPEDS,
2019; branch campuses are accounted for as separate institutions). For comparison with the
IPEDS data, we adjusted the FFD data obtained from 350.0org to account for branch campuses
as separate institutions. The percentage of FFD commitments from public 4-year universities is
similar at 4.156%.
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ENDOWMENTS AND FOSSIL FUEL DIVESTMENT IN
U.S.-BASED JESUIT UNIVERSITIES
UNIVERSITY F:ISDgzv%Egl; DIVESTMENT STATUS**
Spring Hill College $24,767,781 not divested
University of Detroit Mercy $69,300,000 not divested
University of San Francisco $399,571,000 not divested
University of Scranton $209,760,436 not divested
Wheeling Jesuit College $16,100,000 not divested
Xavier University!! $199,275,000 not divested
TOTAL ENDOWMENTS $13,867,217,416

Table 2: Endowments and Fossil Fuel Divestment in U.S.-based Jesuit Universities

*Endowment market value as of June 2019 (National Association of College and
University Business Officers [NACUBQOY])

**As of July 2019 (Fossil Free, n.d., and as disclosed by university officials)

“Rejected FFD” indicates an explicit decision not to divest from fossil fuels by the formal
or informal statement or vote of the administration, President, or Board of Trustees.

Estimated fossil fuel exposure, % of invested assets, as disclosed by university officials:
[11=1%;[2] = 2%; [3] = 1.72%; [4] = 1.1%,; [5] reduced to 5.76%

Table 2 shows the endowments of U.S.-based Jesuit universities as of June 2019
along with their divestment status and, in some cases, the voluntary disclosure of
their percentage exposure in the stocks of fossil fuel firms (see Table 2 notes). The
total endowments for all 27 U.S.-based Jesuit universities add up to $13.86 billion.
Of the two Jesuit universities that have committed to full divestment from all fossil
fuel firms, defined as those among the 200 largest in terms of oil, gas, and carbon
reserves (Fossil Free Indexes, 2018), the first to commit was Seattle University (in
September of 2018). Georgetown, on the other hand, was one of the early adopters
when it agreed in 2015 to “divest partially” from firms associated with coal and tar
sands extraction. Their Board of Directors eventually committed to full divestment
in early February of 2020.

It is worth mentioning that Campion College-Regina, a Jesuit institution in
Canada, agreed to divest from all fossil fuel firms in 2016 and is now fossil fuel-free.
There is also evidence that other Jesuit universities outside the United States, like

ESADE in Barcelona, Spain, have also divested and are now fossil fuel-free.
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Our email and telephone interviews provided opportunities to explore the
reasons for not adopting an FFD strategy; these have not been attributed to any
specific university as many of these responses were given in confidentiality.
Arguments related to finances made up the overwhelmingly predominant reason
for rejecting FFD, providing evidence that the decision against divesting appears to

be financial in nature and the product of a cost-benefit analysis.

Why Universities Agree to Divest

As reported by G. Jeffrey MacDonald (2019), universities committed to fossil
fuel divestment argue that their existing mission made divestment a process of
aligning proposed action with existing cultural values. These divestment adopters
leaned on the strength of their cultural values to overcome a powerful market logic
that demanded financial growth from endowments. They were also highly active
in climate change issues before considering divestment, and were already engaged
in most instances in the socially responsible management of their endowment
portfolios such that fossil fuel divestment easily fit into their existing institutional
logic and aligned with their prioritized cultural values, vision, and mission.
Analysis of the responses in this study also revealed that the alignment of cultures
of sustainability, often expressed explicitly in the universities’ mission statements,
was a key rationale for committing to divestment. Many of the divesting universities
framed their investment decisions as necessary for aligning what they were teaching
in the classrooms with their administrative actions. Lastly, rather than fully rejecting
the fiscal growth imperative, many cited a belief that fossil fuel-free portfolios would
perform as well or better than those that did not divest. They actively engaged in
developing a socially responsible investment strategy that placed boundaries around
what was acceptable without rejecting financial rationale. Others also shared similar
stories of having aligned their investment strategies with social and environmental

concerns even before the FFD campaign emerged.
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As a Jesuit and Catholic university we have a special obligation to address
the unfolding climate change crisis. In his encyclical Laudato Si’, or Care
for Our Common Home, Pope Francis calls us to view this as a social and
ecological issue of grave urgency that is connected to all around us and that
has especially devastating consequences for society’s most vulnerable.

—Stephen V. Sundborg, S.J.
President, Seattle University
(September 19, 2018)"

[Pope Francis’s] words inform and strengthen our commitment to the
environment, and to one another.... The work of understanding and responding
to the demands of climate change is urgent and complex.

—John J. DeGioia
President, Georgetown University
(February 7, 2020) (see Svrluga, 2020)

REFLECTIONS

Divestment from fossil fuels is a way for all educational institutions—Jesuit,
Roman Catholic, or otherwise—to live the challenge issued by Francis in Laudato Si’.
Describing environmental stewardship as a moral obligation for all humanity, the
2015 papal encyclical adds to the discussions of more faith communities as they
look in particular at their investment policies. It sets up a moral tone that has
led many religious denominations to divest from at least some activities linked
to fossil fuels. Such acts of divestment by religious institutions call ordinary
citizens to consider the morality of profiting from fossil fuel-related businesses,
and remind broad audiences that while some concrete activities contribute to
creating climate change, others can contribute to dealing with it. Indeed, our
collective failure to respond to the crisis, highlighted by the current evidence
of rising temperatures, points, as Francis states, “to the loss of that sense of
responsibility for our fellow men and women upon which all civil society is
founded” (Francis, 2015: no. 25).

2Available at https://www.seattleu.edu/president/update/seattle-university-board-votes-to-
divest-from-fossil-fuels.html.
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What does this exploration say, then, about the future of the fossil fuel
divestment campaign? The explanations of adopters indicate that we can safely
expect other Jesuit campuses, which also prioritize environmental sustainability
as a core value of their identity, to be primed for adopting the demands of the
divestment campaign. The values of sustainability, in particular, will have to be
more resilient, albeit without fully replacing the institutional logic of the market. We
expect that colleges that divest in the future will frame their decision according to the
values of their institutional mission but couched in a language familiar to the logics
of finance—growth, risk, market signals, and fiduciary responsibility. Individual
campaigns may also find success when they can frame the issue of divestment
around the local cultural values of each campus without straying too far from market
concerns. The scope of the climate change crisis, however, ultimately still requires
collective action.

This and the next paper in this issue of the Journal advocate for all universities,
and Roman Catholic and Jesuit institutions in particular, to join the Fossil Fuel
Divestment movement and sell (divest) whatever financial holdings they might have
in fossil fuel firms. Jesuit universities have an opportunity both to provide global
leadership by acting according to their missions and underlying mandate of social
justice and to build in general on the moral leadership Francis has offered in his

courageous attempt to stop this insanity.

The campaigns demanding FFD that have been mounted by students from
Jesuit universities are particularly impressive in that they have articulated a
message that goes beyond the impact of fossil fuels on climate change. Students
have explicitly argued in favor of FFD as a moral imperative expressed by Francis
in Laudato Si’ and as a testimony of their own faith. They have also formed
impressive alliances across all Jesuit universities, providing a remarkable model
of how Jesuit institutions can leverage a common identity and articulating in
some way that the scope of the climate change crisis requires collective action. After
all, it may be that these student movements are, regardless of the outcome, a
demonstration of their Jesuit formation, and we should be proud of that. As
for faculty, they have not been heavily involved in the FFD movement, though

there is anecdotal evidence that they do support it. There have also been sporadic
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initiatives in faculty senates and assemblies in support of FFD;!3 hopefully there

will be more.

The next article, which explores the arguments for and against divestment
that were identified through our communications with Jesuit universities,
suggests that any university committed to creating a sustainable world can “walk the
talk” of their espoused commitments and values of sustainability and environmental
stewardship without having to suffer in terms of endowment portfolio returns. They
can still honor their values and mission without having to pay a financial price for
doing so, even if they take the very narrow and hard-to-defend position that their
“fiduciary responsibilities” are restricted only to how much, and not to how, their

portfolios earn.

Fossil fuel divestment in Jesuit universities is a moral imperative. It can be an
opportunity to align actions with all the talk about sustainability and social justice.
It is a chance not just to “talk the talk” but to “walk the walk.”
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ABSTRACT

This article investigates perspectives that have been proposed as reasons both for and against
fossil fuel divestment (FFD), paying special attention to the decisions that universities make
concerning investments in their endowment portfolios. Arguments that have been advanced
against FFD include its supposedly lower financial returns, lack of direct control over
investments, reliance on financial advisors, high transaction costs, the need for market index
funds that include the stocks of fossil fuel firms, and the institution’s fiduciary duty to increase
returns. Arguments that have been advanced in favor of FFD include satisfactory returns from
fossil fuel-free portfolios, risk reduction, the over-pricing of fossil fuel firms, improved portfolio
diversification, and the need to align investing behavior with the institution’s values, mission,

and role in society.

The study challenges the alleged financial reasons for maintaining investments in fossil fuel
firms by presenting evidence that divestment does not impair portfolio performance on a risk-
adjusted basis, nor does it increase long-term transaction costs. Fossil fuel firms are overvalued
given that they will eventually suffer from the increasing demand for clean energy substitutes
and face inevitable regulatory actions as the effects of climate change worsen. Divestment,
therefore, might well provide higher risk-adjusted returns over the long-term.
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BACKGROUND: EXPLORING THE QUESTION OF
FOSSIL FUEL DIVESTMENT (FFD)

The preceding paper in this issue of the Journal examined whether or not U.S.-
based Jesuit universities currently hold investments in fossil fuel firms in the context
of their Jesuit identity and the pressures of student-led fossil fuel divestment (FFD)
movements. It also briefly documented the impressive and inspiring efforts of
student groups at Jesuit universities, such as Climate Justice at Boston College,!
Boston College Alumni for Divestment, Creighton University Climate Movement,
Holy Cross Fossil Free, Fossil Free Fordham, Fossil Free Georgetown University,
Fossil Free Gonzaga, Divest Gonzaga, Student Environmental Alliance at Loyola
University Chicago, ECO Students Loyola Marymount University (LMU), Fossil Free
LMU, Divest LMU, Fossil Free Loyola University New Orleans, Divest Loyola New
Orleans, and Divest Santa Clara University, as well as the development of networks
such as the Jesuit Divestment Network, Ignatian Solidarity Network, and Catholic

Divestment Network, among others.

This present paper, in turn, briefly examines the effects of fossil fuels and
carbon emissions on climate change, and describes the development of collective
initiatives that urge these universities to remove or divest (“dis”-invest) from any
financial holdings in firms that generate carbon emissions which contribute to global
warming. The expectation that Jesuit universities would be more inclined to divest
could also be construed as the logical response to Pope Francis’s encyclical Laudato
Si” and to the increasing pressures exerted by student-led movements demanding
FED. Investigating how these institutions have responded to calls for FFD, therefore,
is important and relevant in the context of their shared Roman Catholic identity,

mission, and commitment to environmental sustainability. The good news is that

In 2019, students voted for and approved a resolution demanding FFD. The Boston College
Faculty Senate also approved a resolution in support of the same in April of that year.
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students are on board; anecdotal evidence strongly suggests that they are committed
to and inspired by their faith, Roman Catholic/Jesuit identity, and Laudato Si'. Yet
even though all 27 U.S.-based Jesuit universities “loudly” articulate their commitment
to social justice and the protection of the environment, only two have committed to
FFD: Seattle University and Georgetown. The remaining 25 have expressly rejected
or ignored the loud calls for FFD; in other words, their investment policies do not
align with their voiced environmental commitment. It begs the question, then, why
they talk the talk but do not walk the walk. This paper, therefore, seeks to examine
closely the reasons articulated by non-divesting U.S.-based Jesuit universities, and

ultimately calls for a continuing dialogue on the question of divestment.

Fossil Fuel Divestment in U.S.-based Jesuit Universities

The Offices of the President, business school deans, and financial officers
of U.S.-based Jesuit universities were contacted by email during the Spring and
Summer of 2019 to verify data regarding their institutions’ FFD status as well as
request information about their investment policies regarding fossil fuel firms.?
Out of 13 respondents, ten also provided various degrees of information about
the evaluation processes by which they decided to approve or reject FFD as well as
reasons for doing so. Responses were obtained by email and telephone interviews,
and while not all respondents requested confidentiality, attribution to any university
was avoided to prevent breaches of confidentiality by way of elimination, particularly

given the small number of respondents.

Non-divesting universities gave the following reasons for deciding against the
elimination of fossil fuel holdings from their endowment portfolios: potentially
lower financial returns of fossil fuel-free portfolios, their reliance on financial advisors
and lack of direct control over investments, high transaction costs, the need for
market index funds which include the stocks of fossil fuel firms, and their fiduciary
duty to increase returns. Arguments in favor of divesting, on the other hand,
included good—or even better—potential returns from fossil fuel-free portfolios,
risk reduction, the overpricing of fossil fuel firms, and the alignment of investing

behavior with institutional values, mission, and roles in society.

2A list of what are considered to be “fossil fuel firms” was also sent to all the universities (see
Table 1 on page 55 of this issue of the Journal, which shows the Carbon Underground 200 list).
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In this paper, the financial arguments for and against divestment are presented
in detail, followed by an attempt to discuss and evaluate them. This was done
for two reasons. First, the interviews and data collection in the preceding paper
as well as the literature on FFD focused almost primarily and exclusively on
financial considerations. Thus, given that the arguments for and against FFD were
overwhelmingly financial in nature, it was concluded that the main concern for

universities is “Can we afford to divest?”

Second, there seemed to be little to no disagreement on the moral dimension
of investing in and divesting from fossil fuel companies. There were no claims that
FFD is inconsistent with the moral commitments of Jesuit universities, and neither
was there evidence to suggest that these institutions might question the relationship

between fossil fuels, carbon emissions, and climate change.

This article also does not discuss the responses of non-divesting universities and
in the literature about whether or not divestment has any practical and/or significant
impact, or how powerful any symbolic aspect of divestment actions might actually
be. Nevertheless, it argues, in response to non-divesting universities claiming that
divesting will not make a difference, for the importance of alignment in mission

and actions, and that this (or its lack thereof) does send a message.

The reasons offered by non-divesting Jesuit universities for not divesting from

fossil fuel firms are stated in more detail as follows:

1. Investments are made in index/mutual funds where 8%-11% of
the holdings are typically exposed to fossil fuel firms (also referred
to as commingled investment instruments). Officers from some of
the universities that reported having two types of investments—
direct and indirect (funds)—stated that while they avoid investing
in fossil fuel firms in their direct investments (over which they
have some control), indirect investments (over which they have
no control) are typically index/mutual funds that have holdings

in fossil fuel firms.

2. Divestment is perceived as incurring high transaction costs because

it involves selling holdings and buying substitutes.
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3. Divestment is perceived as increasing portfolio risk.

4. Divestment is perceived as impairing diversification benefits like

those provided by index/mutual funds.
5. Divestment is perceived as a political issue.

6. Divestment is framed by some universities as an either/or decision,
and they prefer to express their commitment for environmental
stewardships with more “visible” campus activities such as
recycling, constructing green buildings, and implementing energy

savings programs.

7. The boards of trustees of some universities perceive their “fiduciary
responsibilities” in only monetary terms and feel that they are
prevented from divesting because they believe it will result in lower

returns and impair the financial position of the university.

8. Divestment is perceived as not likely to make a difference in carbon

emissions.

9. Divestment is perceived to be a “contradictory message” since
the university uses fossil fuels in other activities such as air

conditioning, heating, etc.

ARGUMENTS AND ADVOCACY AGAINST DIVESTMENT

Financial Returns: A Cost-Benefit Analysis

In the discussion on whether or not to divest, the debate that usually arises
is about the possible financial costs and benefits (returns) of divestments. Unless
the economic implications of doing so are financially severe or even catastrophic,
divesting from fossil fuels especially in faith-based universities seems like a decision
where environmental values and social responsibility might well trump economic
rationale, at least on the surface. Divesting from what is perceived as a profitable

sector of the financial markets may also seem too risky a move for college and



82 Marinilka Barros Kimbro, Rubina Mahsud, & Davit Adut

university endowments especially in an environment where competition for students

is increasing and financial resources are stretched ever thinner.

There is, moreover, an abundance of oftentimes conflicting literature on the
financial performance of socially responsible investments (SRI) (Renneboog, Ter
Horst, & Zhang, 2008). Some papers find that SRI funds do not earn statistically
significant excess returns compared to conventional mutual funds (Hamilton, Jo, &
Statman, 1993); others claim that SRI funds underperform in many European and
Asian markets (Renneboog et al., 2008; Fauver & McDonald 1V, 2014). Still other,
more recent studies, on the other hand, find that SRI funds outperform traditional
funds (Auer, 2016; Apfel, 2015).

Given that financial analysis plays a central role in divestment decisions,
university decision-makers try to examine whether there will be a trade-off between a
moral decision and the financial cost of that decision and, if so, what that cost might
be. These questions, which almost every investor examines in one form or another,
are often framed in terms of whether or not a portfolio will “lose” money, or, in a
more proper context, whether or not limiting investment in certain companies will
reduce financial returns in comparison to what they would have been otherwise.
Weighing ethics against finances may be morally problematic, yet it is arguably
a necessary question when trustees have, by law, a fiduciary responsibility to act

entirely on the university’s behalf and in its best interest.

There is a theoretical argument suggesting that divestment will result in lower
returns, even though such was not brought forward by officers of the universities
who were contacted for this study. It seems that most institutions believe that
divesting will reduce their profits from their investments, that the logic against
any divestment activity is that divestment itself leads to lower returns. If investors
avoid fossil fuel firms, their doing so will decrease demand for the securities of these
firms and create excess demand for the securities of non-fossil fuel firms, or so the
reasoning goes. This shift in demand would thus reduce the stock prices of fossil
fuel firms (underpricing those shares) and increase prices for (or overpricing) the
non-fossil fuel stocks, thereby reducing the returns of fossil fuel-free portfolios as
some of the portfolio holdings are shifted from high-yielding securities to lower-

yielding ones.?

SInvestors would overpay for divestment and fossil fuel firms’ portfolios would out-perform,
resulting in positive alpha; divestment, on the other hand, would create negative alpha.
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Fiduciary Responsibility: The Role of Trustees

The dominance of certain financial norms can be interpreted as compelling
managers of university endowments to make investment decisions in view only of
the goal of maximizing the financial value of, and returns from, their portfolios.
In examining the position of university boards of trustees, it is important to
understand that they might believe, because of their perceptions of what their
fiduciary responsibility might be, that they are legally unable to make any decision
that might sacrifice financial returns even if it is for the benefit of the broader public
or the planet. Since it is impossible to know the outcome of portfolio investments
in advance, their decision-rationale must be based on what is legally referred to,
according to fiduciary law, as what a “prudent person” would do in their situation
(Waitzer & Sarro, 2012). This implies that considerations of hypothetical returns are a
major area of debate not only for financial but also for legal reasons. This question of
financial ramifications remains, therefore, at the top of the priority list when it comes
to fossil fuel divestment, as it was in past divestment campaigns. Beer (2016: 513)
concludes, then, that there is evidence that investors who believe in SRI are willing
to accept suboptimal financial performance to pursue social or ethical objectives. As

quoted from a chair of a board’s finance committee:

The main driver was to align the actions of the college with the mission and the
values of the college.... Maximizing returns in the endowment is an incomplete
look at fiduciary duty. That duty can be trumped by other concerns. Human
trafficking might also be highly profitable, but | think we would all agree that we
would not want to own that stock. It is easy to overstate the case of fiduciary
duty in seeking an excuse to avoid action such as divestment from fossil fuels.
(Interview, May 23, 2014)

Reliance on Financial Advisors and Market Index Funds

Many universities outsource their investment functions or rely on financial
advisors who recommend a conservative risk profile that tracks market indices.
In these situations, choosing to divest from fossil fuel energy companies can be
difficult given the composition of financial products and pooled funds whose asset
holdings are dispersed across multiple sectors of the economy. Fossil fuel companies
also make up an appreciable part of major benchmark indices since the energy
sector represents a significant part of the equity markets. Fossil fuel firms engaged
in “upstream” activities such as the exploration and production of fossil fuels, for
instance, account for around 11% of the S&P 500 in the U.S. and 20% of the FTSE
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100 in the United Kingdom. This presents a problem for chief financial officers who
are unwilling, or feel unable, to recommend investments that are contrary to those
proposed by their universities’ financial advisors, especially when those very same
advisors favor instruments that are embedded with fossil fuel firm securities (such
as market index funds). This assertion, in fact, was confirmed by the individuals

contacted for this study.

Relying heavily on financial advisors outside the university, therefore, might lead
to inaction regardless of the personal positions of trustees and presidents. Indeed,

one president argued as follows:

| think one of the issues is that traditionally, the committee of the board has run
investment, and college presidents have been less engaged in those decisions
and tended to leave it to the experts. We may not feel entirely comfortable to
challenge [the investment experts’] assertions. They are the ones who work
on Wall Street and we are just college presidents.

Divestment and Diversification Risks

Classical portfolio theory (Markowitz, 1952) suggests that constraining an
investment portfolio will reduce opportunities for diversification which could
thereby impair financial performance. The underlying rationale is that a greater
set of alternatives increases the probability of better allocation for performance.*
Constraining financial holdings to non-fossil fuel firms, therefore, reduces the
universe of opportunities for diversification which could potentially impair

performance (Gasser, Rammerstorfer, & Weinmayer, 2017).

A NOTE ON ADVOCACY AGAINST DIVESTMENT

There is evidence that anti-divestment groups have invested substantial
resources in communicating that divestment will adversely affect investment returns.
Organizations like the Independent Petroleum Association of America (IPAA), for

instance, commissioned a study by Daniel Fischel, a professor of law and business at

“By constraining the investible universe, any divestment ends up imposing an inefficiency
(cost) that increases diversifiable risk. The diversification cost that results from the divestment
activity is the difference between the risk-adjusted returns of a fossil fuel-free portfolio and those
of an unconstrained portfolio. This well-established theory assumes, of course, that all market
participants (or at least a considerable majority) will participate in this disinvestment.
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the University of Chicago and chairman of the consulting group Compass Lexecon,
to analyze the financial implications of divestment. The report, titled Fossil Fuel
Divestment: A Costly and Ineffective Investment Strategy and which, apparently, did
not undergo peer review, argues for the importance of fossil fuel company stocks in
investment portfolios (Fischel, 2017). Using a limited sample period, Fishel’s report
concludes that divesting will result in portfolio losses (Apfel, 2015). Similarly, in
a study also commissioned and financed by the IPAA and with the assistance of
members of Compass Lexecon'’s professional staff, Cornell (2015) argues that owning
the stocks of fossil fuel firms improves portfolio financial performance. It is worth
noting, however, that these reports, as Trinks, Scholtens, Mulder, and Dam (2018)
observe, use ad-hoc methods, limited firm samples, and study periods that might
explain why they got such results.

ARGUMENTS IN FAVOR OF DIVESTMENT:
WHEN DIVESTMENT MAKES SENSE

Fossil Fuel-Free Portfolios Might Generate Equal or Higher Returns

Research on the financial effects of fossil fuel divestment is sparse except for
a few recent, comprehensive, and well-designed empirical studies. Henriques and
Sadorsky (2018) found that fossil fuel divestment at statistically significant levels
increased financial returns. Lewandowski (2017) discovered that companies with
(relatively) lower carbon emissions have superior financial performance, implying
that companies with high carbon emissions might be poor selections for inclusion
in investment portfolios. Trinks et al. (2018) suggest that divestment portfolios
are not negatively affected by the exclusion of fossil fuel stocks. Lastly, Hunt and
Weber (2019) found that portfolios with lower carbon intensity had higher returns
compared to the Canadian stock index for the period covering 2011-2015.

Geddes (2013) developed a model to back-test the impact that full divestment
from fossil fuel firms would have on portfolio performance and found that annualized
rolling returns would have been 0.1% to 0.2% higher than those from a Russell 3000
benchmark from 1997 through 2008. Morgan Stanley Capital International (MSCI,
2013) estimated, in similar fashion, that divesting the MSCI All Country World
Investible Market Index (MSCI ACWI IMI) of fossil fuel assets over a period of five

years (2008-2013) would have increased active returns by an average of 0.22%
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annually and overall tracking error by 1.9%. More recent developments confirm
this assertion—as of March 2020, the energy sector, which is composed of fossil fuel
firms, had a TTM (Trailing Twelve Months) growth rate of negative 122.93% from the
previous year’s TTM. Even without the effects of the COVID-19 pandemic, the sector
underperformed the market for nine years over the last decade (from 2010-2020).

It was the market’s worst performer every year-end up until and including 2019.

Fossil Fuel-Free Portfolios with “Green” Reallocation
Might Generate Higher Returns

Hunt and Weber (2019) examined the effect of fossil fuel-free portfolios as well
as divestment accompanied by re-investment in green industries in the Canadian
Stock Index and found that divestment with green substitutes resulted in higher
returns compared to the index fund benchmark. They also discovered that stricter
divestment strategies in the carbon intensity of portfolios resulted in higher risk-

adjusted returns.

Fossil Fuel-Free Strategies Might Have
No Impact On, or Even Reduce, Portfolio Risks

Geddes (2013) investigated portfolio volatility (after excluding coal firms with
the highest carbon emissions) from 1997 to 2008 and found that divesting from
fossil fuels can have minimal effect on a portfolio’s performance and risk. In a
comprehensive empirical study that compared the difference in portfolio risk and
financial performance (returns) of investment portfolios with and without fossil
fuel companies covering the period from 1927-2016 for all firms in the U.S. market,
Trinks et al. (2018) discovered that divesting from the fossil fuel sector increased
financial (risk-adjusted) returns compared to retaining unconstrained portfolios that
included holdings in fossil fuel firms; in fact, they also concluded that the fossil
fuel sector increases the risk of portfolios. In a similar vein, Morgan Stanley Capital
International (MSCI, 2013) found that fossil fuel divestment has the potential,

because of the volatility of the energy sector, to reduce overall risks in a portfolio.

The “Carbon Bubble”: The Over-Pricing of Fossil Fuel Firms

“Carbon bubble” is a term mentioned by Leaton, Ranger, Ward, Sussams, and

Brown (2013) and the Carbon Tracker Initiative that describes the “overvaluation”
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of fossil fuel reserves (assets) in fossil fuel firms. Such overvaluation stems from the
probable emergence of competitive alternatives in renewables that would weaken
demand for fossil fuels, an increased risk of future regulation, and the ultimate belief
that a great amount of fossil fuel reserves will turn out to be unburnable (becoming

“stranded assets”) and worth far less, if anything, than alternative uses.

The “carbon bubble” exists not simply because those reserves are valued
improperly but also because the true costs of carbon dioxide have not yet been
considered. Fossil fuel companies are valued by the stock market in large part
according to their reserves or amount of fossil fuels that they own and plan to
extract. This, of course, is under the assumption that fossil fuel reserves will
eventually be consumed and create revenue for the companies. However, only
a limited amount of carbon and greenhouse gases can be emitted into the
atmosphere before the planet becomes unlivable—probably the most common
estimate indicates that a rise in average global temperature not exceeding 2°C3
is the most that can be “tolerated” (IPCC, 2018). To cap the warming at that level,
the burning of fossil fuels needs to be severely constrained, implying that most of
the existing reserves should no longer be consumed. The amount of fossil fuels that
can be burned to limit the warming to 2°C has thus been termed a “budget” that,
if exceeded, would lead to extraordinary planetary warming. Leaton et al. (2013)
estimate that a conservative carbon budget totaling 1,550 gigatons of equivalent
carbon dioxide (GtCO,) would be needed to achieve, with 50% probability, less than
a 2°C increase in climate temperature; a carbon budget of 1,000 GtCO,, on the other
hand, would yield a 67% probability of avoiding the 2°C maximum. The budget to
avoid an increase of 1.5°C is much less: 500 GtCO, for a 50% probability and only
416 GtCO, for a 67% probability.

The math is simple—the total fossil fuel reserves of listed firms as of July 2018
amounted to 521 GtCO, while state owned firms (that do not trade in the public
markets) represented 75%?° of total reserves worldwide; their reserves amounted to
2,084 GtCO,. The amount of fossil fuel reserves worldwide as of July 2018, therefore,

52°C is equivalent to 3.6°F.

5Nelson et al. (2014) estimate that most of the $25 trillion in potentially stranded oil and gas
assets would be on the books of various governments. National governments own 50%-70% of
global fossil resources.
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totaled 2,605 GtCO, (cf. Table 1 on page 55), yet we should not burn more than
1,550 GtCO, to avoid catastrophe. What happens to the rest, then?

In the worst-case scenario of a 2°C increase (and with only a 50% probability
of not exceeding that), a capacity of 1,005 GtCO, of fossil fuels, of which 264
GtCO,would belong to the reserves of listed fossil fuel firms, would remain
unburnable. The more probable (67%) scenario would leave behind 1,650 GtCO,
of unusable (stranded) fossil fuels, of which 413 GtCO, would belong to listed
firms. Lewis (2014) thus projects that policies and technologies consistent with the
2°C threshold would put $28 trillion of fossil energy company revenues at risk.”
Table 1 below shows the impossibility of burning all the fossil fuel assets currently

available as disclosed by fossil fuel firms.

TO AVOID A 2°C INCREASE IN TEMPERATURE BY 2030*
Probability of staying below 2°C Maximum amount of GtCO,**
50% 1,222 to 1,550
67% 880 to 1,000
TO AVOID A 1.5°C INCREASE IN TEMPERATURE BY 2030*
Probability of staying below 1.5°C Maximum amount of GtCO,
50% 500
67% 416
FOSSIL FUEL RESERVES (GtCO,) (AS OF JULY 2018)
Listed firms 521
Non-listed government owned firms 2,084
Total Fossil Fuel Reserves 2,605

Table 1: GtCO, Budget & Fossil Fuel Reserves

(IPCC, 2018; see also Schurer, Mann, Hawkins, Tett, & Hegerl, 2017)
*Increase in temperature above pre-industrial levels (1850-1900)
**See |EA, 2017

The math and logic illustrated in Table 1 above leave us with two possible
scenarios: either some of these fossil fuel reserves are left in the ground to avoid
catastrophe (they become stranded assets), or they are used and burned at their
presumed market value, causing runaway global warming and very likely leading

to an unlivable planet.

"McGlade & Ekins (2015) project that 30% of oil, 50% of gas, and 80% of coal reserves will
become stranded assets.
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The business model of companies that plan to extract these fossil fuels will suffer,
therefore, if action on climate is taken, and when market players finally realize that
some of these assets (reserves) are worthless since these fuels need to be left in the
ground for the survival of most living species and, ultimately, for life as we know
it. It is virtually impossible, in other words, to burn all the stated fossil fuel reserves

without creating an unlivable planet.

If we assume that action will be taken to reduce CO, emissions, the value of
these reserves will be adjusted. Investor portfolios with exposure to the stocks of
fossil fuel companies will suffer as the market realigns, and/or when the “bubble”
bursts, creating huge losses. Infrastructure tied up in the refining and delivery of
fossil fuels will also be at risk financially. These reserves and infrastructure will
become “stranded assets,” or assets that cannot be used or extracted and therefore

have no value for investors.

If an investor believes, therefore, that society will react in some way to climate
change, he/she should take a financial position to prepare for that scenario; in
investment terminology, this can be called a “bet” that fossil fuels will be kept
in the ground. It is very plausible, in fact, to advocate for divestment based on a
prediction of strong declines in the stock prices of fossil fuel companies. Leaton
(2011), Battiston, Mandel, Monasterolo, Schiitze, and Visentin (2017), and Dietz,
Bowen, Dixon, and Gradwell (2016) find that the financial implications of various
climate policy scenarios will result in material negative valuation impacts for fossil
fuel firms. Indeed, various studies find that divesting might be a way to avoid financial
losses resulting from the potential burst of the carbon bubble due to stranded assets
(Ansar, Caldecott, & Tilbury, 2013; Beer, 2016). This hypothesis is supported by
Henriques and Sadorsky (2018) who find that divesting from fossil fuel companies
and replacing these positions with clean energy firms already increases financial

returns because of the higher performance of clean energy stocks.

The scenarios above, moreover, do not account for improvements in renewables
and efficiency technologies which would undermine the long-term demand for
fossil fuel energy and suggest a past peak demand environment for oil, gas, and coal.
Two major trends support this possibility: 1) an increase in the supply of crude and
natural gas production brought about by better extraction technologies and 2) limits

on net export availability in major exporting nations as their own population growth
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requires increasing consumption. If these trends continue, sustaining the economic
case for fossil fuel dependency will become a more painful option compared to

restructuring the economy around alternative energy sources.

Portfolio Diversification: Risks and Benefits

Trinks et al. (2018) examined returns for the period 1927-2016 and found no
difference in B (beta) between the fossil fuel industry and the rest of the market,
implying that fossil fuel stocks are a substitute for the market index and provide
limited risk diversification benefits. On the other hand, they found no significant
reduction in diversification benefits following fossil fuel divestment; in fact, the high
a (alpha or undiversifiable risk) of fossil fuel firms confirms that they add risk to any
portfolio. Trinks et al. (2018), for instance, found that the coal sector significantly
underperforms compared to coal-free portfolios that outperform them consistently.
Divestment, therefore, would effectively reduce (or at least not affect) diversification

risk while benefiting from the advantages of market index investing.

Following this risk diversification strategy, the University of California system
eventually agreed to divest fully from fossil fuel investments. As per their chief
investment officer, “We believe hanging on to fossil fuel assets is a financial risk.
That’s why we will have made our $13.4-billion endowment ‘fossil free’ as of the
end of this month, and why our $70-billion pension will soon be that way as well”
(Bachher & Sherman, 2019).

CONCLUSION

There is no doubt that climate change is the greatest challenge our generation
and species has ever faced. We know this. University presidents know this. Nearly
everything we know about climate change and global warming today was known in
1988, when Hansen testified to Congress, and even before then. The “greenhouse
effect” is not that complicated—the more CO, in the atmosphere, the warmer
the planet—and yet more carbon has been released since 1989 than in the entire
history of civilization before then. The world has warmed by 1°C since the Industrial
Revolution, and it will warm by another 0.5°C within the next 12 years. The “best
case scenario” would be to limit the increase to 2°C which would result in the

destruction of tropical reefs, a sea level rise of several meters, the extinction of
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most living species, and mass migrations that will exacerbate regional conflicts and
battles over natural resources. A 3°C warming would imply the abandonment of
coastal cities, forests growing in the arctic, massive droughts, and mass starvation.
If fossil fuels continue to burn at the current rate, our future will be far less livable

than our present.

The rejection of reason opens the door to the rejection of morality, for morality
relies on faith in reason. We do not hesitate to summon morality in debates about
racial injustice, immigration, gun violence, nuclear proliferation, or even tobacco
marketing campaigns. Discussions of climate change, however, remain framed within
political, economic, financial, and legal considerations. Yet climate change is a moral
issue, and fighting to reduce fossil fuel emissions is a struggle for survival. How,
then, can we live with inaction? The alternative is to keep financing the fossil fuel
industry and wait for the suffering to become unbearable, to pursue the status quo for
10-12 years, the time left to reach a warming of 1.5°C and witness the multiplying

tragedies of a warming world.

The values embedded in the mission of a college or university serve as guideposts
on the route to making decisions. Even clearer, however, is that the morality in a
mission serves as material to justify policies that prioritize ecological sustainability
over purely financial gain, despite the cultural dominance of market values in the

broader society.

The divestment agenda is worth pushing. It offers some distinct advantages
over other kinds of efforts, provides a clear-cut moral message, and makes a
statement with money. Divestment is a powerful strategy, one that can, in the
right context and with proper consideration, be used to raise public awareness,
influence policy, and, in some situations, influence corporate behavior. The effect
of the divestment movement goes beyond a single congregation or university—it
provokes reflection in churches and debates on campuses and in family dining
rooms which inevitably spill over to corporate boards, city councils, and national
policy circles. Debates around specific investments also inevitably create a local
platform for the discussion of global issues, helping change public opinion and
allowing organizations and communities to demonstrate their concerns. The

“fossil-free campaign” has the potential, therefore, of stimulating grassroots



92 Marinilka Barros Kimbro, Rubina Mahsud, & Davit Adut

debates about the issue of climate change, an issue which, unfortunately, too

often seems abstract and intractable.

At the end of the day, actions will of course speak for themselves. Yet even
if institutions refuse to divest, it is hoped that this paper will inspire discussions
that raise awareness of, and draw attention to, an existential issue that can
prompt reflection on our faith, values, and moral stance. As students involved
in the fossil fuel-free movement have come to realize over time, debates over
divestment can push broader communities to think more carefully, and perhaps
more critically, about whether and when moral concerns should override market
forces. There is no question that a powerful message will be sent if enough
institutions divest from fossil fuel holdings. Doing so will be a symbolic push
for change, one with the potential of shifting policy that will eventually

support the transition to a fossil fuel-free economy.

It is perhaps most ironic of all that the arguments for not divesting from fossil
fuels are overwhelmingly, and often exclusively, couched in financial terms: “we
cannot afford to act morally.” This financial reasoning is weak, and there is no
compelling evidence that divesting will hurt returns; in fact, it appears at least as
likely, or perhaps even a bit more so, that divesting will protect and maybe even
enhance them. Acting in ways consistent with our values and moral beliefs, it turns

out, might be the “most profitable thing to do.”

The game has changed. The challenge is no longer for university officers
responsible for investing endowment portfolios to say to students, faculty, and
alumni that “we cannot invest our funds in ways consistent with our values
and mission until you prove to us that doing so will not harm the university’s
financial returns.” The new challenge arises from students, faculty, and alumni

who say to those officers,

Please prove to us that we cannot afford to invest our endowment funds
in ways consistent with our values and moral beliefs. Prove to us that we
cannot act morally ... and, oh yes, in fairness to you, let us warn you that
even if you can convince us that there is a cost to acting morally, we might
say: “Thank you, let’s act morally anyway. We are a university after all, not
Gordon Gekko.”®

8Gordon Gekko is a fictional character in the movie Wall Street and its sequel Wall Street:
Money Never Sleeps. He is known for the quote “Greed, in all of its forms, greed for life, for money,
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ABSTRACT

This study investigates how sustainability initiatives in higher education institutions (HEISs)
can be assessed. As educational institutions, HEIs are more focused on the academic aspects
of sustainability although many have also made strides to address environmental, social,
and governance concerns. One assessment tool, developed based on Hart and Milstein’s
(2003) Sustainable Value Framework, looks at the sustainability value of a HEI according to
two dimensions: a temporal dimension that determines whether or not a HEI’s sustainability
initiatives address either present concerns or long-term goals and an organizational boundary
dimension that classifies the initiatives as responses to either the internal or external concerns
of the organization. The tool gives a rapid sustainability assessment of HEIs and can help them
manage their sustainability efforts to maximize the sustainable value created in their own special
contexts. HEIs that are committed to mainstreaming sustainability can thus use the adapted
conceptual framework as a means for both assessment and planning. For the purposes of this
study, semi-structured interviews with nine private HEIs in Metro Manila were conducted to
gather information about their current sustainability initiatives while sustainability context
and content analysis was performed to determine their position within the assessment
tool’s framework.
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INTRODUCTION

Higher education institutions (or HEIs, which include universities, colleges,
polytechnics, etc.) face a challenge in that they must ensure not only that
sustainable development is central to their education, research, management, and
communication but also that the educational environment is itself sustainable as
well (van Weenen, 2000). A sustainable university must be able to manage economic
growth, environmental conservation, cultural awareness, and social responsibility

simultaneously (Lukman & Glavi¢, 2007). It is

a higher educational institution, as a whole or as a part, that addresses, involves
and promotes, on a regional or a global level, the minimization of negative
environmental, economic, societal, and health effects generated in the use of
their resources in order to fulfill its functions of teaching, research, outreach and
partnership, and stewardship in ways [that] help society make the transition to
sustainable lifestyles. (Velazquez, Munguia, Platt, & Taddei, 2006: 812)

SUSTAINABILITY IN HIGHER EDUCATION

There are conceptual frameworks for sustainability in higher education that
have been suggested. Velazquez et al. (2006) proposed a sustainable university
model that begins with the conceptualization of a sustainability vision and the
organization of a sustainability committee at the decision-making level to help
facilitate and coordinate sustainability initiatives across four categories: education,
research, outreach and partnership, and sustainability on campus. Lukman and
Glavi¢ (2007) promoted the “Plan-Do-Check-Act” cycle as a management philosophy
for the implementation of sustainability activities in universities along with the
integration of sustainability into everyday activities, including “management
performance, education and research, operations, forming networks, and reporting
to stakeholders.”

Alshuwaikhat and Abubakar (2008) presented a framework for achieving campus
sustainability by focusing on three key areas, namely, a university’s 1) environmental
management system (EMS), 2) public participation and social responsibility, and
3) sustainability teaching and research. De Castro and Jabbour (2013) then evaluated
the sustainability of an Indian university by assessing whether it was implementing
activities formally or informally according to the elements of Alshuwaikhat and

Abubakatr’s (2008) framework or if there was no evidence of such activities.
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Shi and Lai (2013) proposed a university sustainability rating framework
based on the assessment criteria of the Sustainability Tracking, Assessment
& Rating System™ (STARS), American Colleges and Universities Presidents’
Climate Commitment (ACUPCC), and Green Report Card. In their comparative
analysis of four sustainability assessment tools for higher education institutions,
Berzosa, Bernaldo, and Fernandez-Sanchez (2017) focused on four general areas
of sustainability, namely, social, curricular, environmental, and economic. Some
campus sustainability assessment frameworks have also been suggested based on the
experience of particular universities (Beringer, 2006; Mitchell, 2011; Saadatian, Salleh,
Tahir, Haw, & Sopian, 2011; Fadzil, Hashim, Che-Ani, & Aziz, 2012; Ercilla, 2017).

There are also published articles about the sustainability of particular HEIs such
as those in China (Geng, Liu, Xue, & Fujita, 2013; Xiong, Fu, Duan, Liu, Yang, &
Wang, 2013; Yuan, Zuo, & Huisingh, 2013; Tan, Chen, Shi, & Wang, 2014), Canada
(Beringer, 2006; Beringer, Wright, & Malone, 2008; Fonseca, Macdonald, Dandy,
& Valenti, 2011; Mitchell, 2011; Vaughter, McKenzie, Lidstone, & Wright, 2016),
Malaysia (Saadatian et al., 2011; Fadzil et al., 2012; Foo, 2013), and the Philippines
(Galang, 2010; Segovia & Galang, 2002; Ogoc, 2015; Ibarrientos, 2015; Ercilla, 2017).
There were also studies that covered groups of HEIs, e.g., 40 Spanish universities
(Larrédn Jorge, Herrera Maduefio, Calzado Cejas, & Andrades Pefia, 2015) and 53
Portuguese HEIs (Aleixo, Azeiteiro, & Leal, 2018).

THE SUSTAINABLE VALUE CREATION FRAMEWORK

Hart and Milstein (2003: 65) defined sustainable value as “shareholder wealth
that simultaneously drives us toward a more sustainable world.” They proposed a
sustainable value framework with two dimensions: temporal (today-tomorrow) and
organizational boundary (internal-external). The temporal dimension, represented
by the vertical axis, depicts the creative tension between creating value today while
preparing for the changes of tomorrow’s markets. The organizational boundary
dimension, represented by the horizontal axis, depicts the creative tension between
developing the organization’s internal capabilities while gaining insights from
interactions with external stakeholders. These two dimensions form the framework’s
four quadrants, each with its own sustainability drivers, strategies, and corporate

payoff (Figure 1).



100 Justin Edric G. Yturzaeta

Key dimensions of performance to generate shareholder value

Tomorrow
STRATEGY: Clean Technology STRATEGY: Sustainability Vision
Develop sustainable tech for Create roadmap for meeting
the future unmet needs

Innovation & Repositioning Growth Path & Trajectory

Internal Sustainable External
Valuve
STRATEGY: Eco-efficiency STRATEGY: Product Stewardship
Minimize waste and emissions Integrate stakeholder views
from operations into business process

Cost & Risk Reduction Reputation & Legitimacy

Today

Figure 1: Sustainable Value Framework (adapted from Hart & Milstein, 2003)

For Hart and Milstein (2003), the drivers for sustainability in the internal-today
quadrant rose from industrial activity that has led to an increase in consumption
and the production of pollution and waste. Companies can thus reduce their
costs and risks by producing less waste, which leads to lower waste disposal costs,
and by becoming more efficient in their use of raw materials. Such pollution
prevention strategies, however, require not only the implementation of continuous
improvement, quality management, and environmental management systems but
also the extensive involvement of employees. Dao, Langella, & Carbo (2011) argue
that creating sustainable value in the internal-today quadrant requires human
resources that are managed well to ensure that current operations are sustainable
while simultaneously recognizing the upholding of employee well-being as part of

the moral responsibilities of the company.

Hart and Milstein (2003) also suggest that advances in information and
communications technologies have led to greater interconnectivity among civil

society stakeholders, with some of them already having begun to enforce social and
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environmental standards on companies and demand for greater transparency from
firms. The corporate strategy in the external-today quadrant, therefore, is product
stewardship, which involves not only being responsible for the company’s products
throughout their lifecycle but also integrating the views of stakeholders into the
business. Such involvement with external stakeholders eventually results in an
improved corporate reputation and legitimacy. Dao et al. (2011), moreover, say that
companies also have the opportunity to solve social issues that affect their internal

and external stakeholders.

The internal-tomorrow quadrant considers emerging technologies that can
be disruptive enough to make some industries obsolete while meeting the needs
of billions of people, especially the poor, and maintaining a low environmental
footprint (Hart & Milstein, 2003). Acquiring such clean technologies allows
companies to address social and environmental problems directly, helping them
create value in the internal-tomorrow quadrant instead of simply reducing the
impact of their current operations. Indeed, while investments in researching and
developing such emerging technologies do not always pay off in the short-run,
they can be the basis for a firm’s innovation and repositioning in the market. Dao
et al. (2011) extend this area by proposing that the firm must have a culture of risk-
taking and be able to acquire and train personnel to develop such technologies, and
that companies have a responsibility of meeting their employees’ long-term needs

through assurances of long-term employment.

Problems arising from population growth, poverty, and inequity are an
opportunity for companies to define their trajectory of growth. To create sustainable
value in the external-tomorrow quadrant, firms must engage with and provide the
unmet needs of previously overlooked market segments (such as the bottom-of-the-
pyramid market); they must envision a “more inclusive form of capitalism” (Hart &
Milstein, 2003: 63). Dao et al. (2011) argue that companies must concern themselves
with human capital beyond their organization and be able to communicate their

vision of sustainability throughout their supply chain.

Lastly, Hart and Milstein (2003: 58) maintain that “firms must perform well
simultaneously in all four quadrants of the model on a continuous basis” and that
focusing only on certain quadrants may lead to company failure. They recommend

that companies or strategic business units use the Sustainable Value Framework
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as a diagnostic tool for assessing the portfolio balance of their activities across
the four quadrants, arguing that “extreme portfolio imbalance suggests missed
opportunities—and vulnerability.” Firms can also use the framework, conversely, to

identify opportunities for creating sustainable value.

This framework, though originally developed for business enterprises, can also
be used to assess the sustainability initiatives of HEIs. Schools create value which
they offer to their target market, and for-profit educational institutions can be
found in different parts of the world. A school’s sustainability initiatives can also be
categorized according to organizational boundaries (internal vs. external) and the

time frame of their implementation (today vs. tomorrow).

OBJECTIVES AND DESIGN OF THIS STUDY

Despite the existence of a number of conceptual frameworks for implementing
and assessing sustainability initiatives in higher education, many HEIs have yet
to invest in long-term sustainability strategies. They may be encouraged to do so,
however, with a framework that makes it easy for them to understand their place in
the sustainability landscape without necessarily comparing themselves with other
HEIs that have other contexts and resources. This study has therefore developed an
assessment tool that gives a rapid sustainability assessment of HEIs and also helps
them manage their sustainability efforts to maximize the sustainable value created
in their own special contexts. The tool is based on the idea that sustainability can
be manifested through “the performance of environmental, social, and governance
practices that increase the worth of goods and services and simultaneously drive
us toward a more sustainable world” (Hart & Milstein, 2003), a concept that can
be adapted to the context of HEIs as “the performance of environmental, social,
governance, and academic practices that increase the worth of educational services and
simultaneously drive us toward a more sustainable world.” This revised definition
goes beyond the creation of wealth (i.e., profit) and considers a HEI's educational
mission, reputation, and development path, all of which contribute to and yield
long-term growth for the HEI. The created value, therefore, must have positive

impacts on the environment and/or society to be considered sustainable.

This research work followed a multiple-case study design (Yin, 2003) that

involved nine private HEIs (three not-for-profits and six for-profits) operating
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in Metro Manila, Philippines. HEIs were selected based on their relative size and
influence in the region, the presence of sustainability initiatives on their campuses,
and the structure of their private ownership. The resulting sample, however, included

only those HEIs that responded.

Semi-structured interviews (Longhurst, 2010) with key sustainability informants
or point persons from each HEI, that is, with the head of the HEI's sustainability
office or its closest equivalent, were conducted. The interviews consisted of two
main sections that focused on sustainability context and initiatives. The first section
included questions on the following: the HEI'’s definition of sustainability, the history
of sustainability at the HEI, the presence of strategic plans or policies regarding
sustainability, and the drivers or motivations that led to the sustainability initiatives
at the HEI. For the second section, the interviewees were asked to enumerate the
sustainability initiatives of their respective HEIs and describe briefly what occurs in
each initiative. To organize the enumeration of the sustainability initiatives, two
questions per quadrant for each of the dimensions of sustainability (environmental,
social, governance, academic) were formulated based on the strategies presented in
the conceptual framework, thereby yielding a total of 32 guide questions. Open-

ended questions were also asked to cover other sustainability initiatives.

Content analysis (Elo & Kyngds, 2008) was performed on the transcripts to
understand the sustainability contexts of the HEIs and determine both the sustainable

value created from their sustainability initiatives and the general trend behind them.

DISCUSSION OF RESULTS

Motivations to pursue sustainability. Among the motivations to pursue
sustainability were the desires to preserve the natural environment and ensure the
operational viability of the institution. The HEIs recognized the need to reduce the
environmental impact of their operations, especially their carbon emissions, with
one HEI implementing a carbon footprint reduction campaign and another forming
an in-house climate change committee. The general direction of environmental
management was to conserve whatever resources were consumed and minimize

waste and pollution generated.
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Quality and excellence in education along with improvements in the bottom
line were pursued to ensure the operational viability of the institution. In line with
what was mentioned in the previous section, a reputation for quality usually led to
increased enrollment, which consequently improved a HEI's bottom line. Many HEIs
also mentioned that their initiatives in pursuing environmental sustainability led
to cost savings for their institutions, with such a concern for costs and profits being

more pronounced in for-profit institutions that had obligations to their stockholders.

Drivers for sustainability. The results of the content analysis of the
sustainability context were examined with respect to the sustainable value framework
to determine the guiding principles that drove sustainability in each quadrant.
The drivers for the internal-today quadrant were the concern for people, planet,
and profit in the institution over the short term and pursuit of quality in the HEI's
education and operations. For the internal-tomorrow quadrant, the drivers were
sustainability leadership and the desire for institutional sustainability. The drivers for
the external-today quadrant were concerns for the institution’s general reputation
and for people and the environment beyond its physical boundaries. Lastly, for the
external-tomorrow quadrant, the drivers were sustainability challenges in society
and the desire to contribute to sustainable development goals. Figure 2 summarizes

the drivers for sustainability per quadrant.

Sustainability Initiatives. Content analysis (Elo & Kyngis, 2008) was performed
on the transcripts of the second sections of the interviews to determine sustainable
value creation from the sustainability initiatives of the HEIs as well as the general trend
behind them. The sustainability initiatives of the HEIs were first classified according
to the dimension where the impact was intended to occur, namely environmental,
social, and governance. A fourth dimension—the academic dimension—was created
for initiatives that deal with sustainability curricula and research. The number of
initiatives, which were distributed among the four dimensions, came from the

interviews and from documents referred by the interviewees (Table 1).

The initiatives in each dimension (environmental, social, governance,
and academic) were then classified into types according to common themes or
directions, e.g., initiatives for using energy-efficient appliances and for having

energy conservation policies in place were grouped under “energy conservation &
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efficiency.” They were then classified according to their organizational boundaries
(i.e., are initiatives implemented internally for the HEI or externally with other
stakeholders?) and timeframes (i.e., are initiatives tactical and for the short term or
are they strategic and for the long term?). The results were summarized according
to the environmental (Table 2), social (Table 3), governance (Table 4), and academic
(Table 5) dimensions. These tables consequently became the basis for the initiatives
included in the survey questionnaire for the HEIs and for their positions in the
quadrants (Table 6).

Tomorrow
Drivers Drivers

| )

\ / inabill
sustainability \ ! Sty
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eadership \ f

) {
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Figure 2: Drivers for Sustainability According to the Sustainable Value Framework

DIMENSION NUMBER OF HEI INITIATIVES
Environmental 50
Social 50
Governance 50
Academic 45
Total 195

Table 1: Overview of HEI Initiatives per Dimension for All Nine HEIs
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TYPE OF INTIATIVE OF HEs: | EXTERNAL® | TOMORROW®
waste management 9 Internal Today
restoration/rehapilitation of the 9 External Tomorrow
natural environment
energy conservation & efficiency 8 Internal Today
supplies conservation 8 Internal Today
environmental management 8 Internal Today
environmental cleanup 7 External Today
partnerships for the environment 7 External Tomorrow
promoting eco-friendly behaviors 6 Internal Today
water conservation 6 Internal Today
P pehaviors lextemal] S | Extemal | Today
renewable energy ) Internal Tomorrow
green buildings 5 Internal Tomorrow
environmental compliance reports 4 External Today
promoting changes in lifestyle [internal] 3 Internal Tomorrow
pollution reduction 2 Internal Today

Table 2: Types of Initiatives under the Environmental Dimension
aThe number of HEIs with initiatives under each type. / ®Classifications for each type of
initiative are based on the Hart & Milstein (2003) framework.

TYPEOFINTIATIVE | oF beic! | EXTERNAL® | TOMORROV
employee training 9 Internal Today
employee benefits and incentives 9 Internal Today
safety & security 9 Internal Today
physical health & well-being 9 Internal Today
faculty and staff development 9 Internal Tomorrow
partnerships for social good 9 External Tomorrow
extension work/civic work 9 External Today
mental & emotional health 8 Internal Today
involvement in policy making 7 External Tomorrow
centers for social good 7 External Tomorrow
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recormmave | WEER | ey | Ty
career placement 3 External Today
values formation 2 Internal Tomorrow
university statements for justice 1 External Today
preserving cultural heritage 1 External Tomorrow
social inclusion program 1 Internal Today

Table 3: Types of Initiatives under the Social Dimension

aThe number of HEIs with initiatives under each type. / ®Classifications for each type of
initiative are based on the Hart & Milstein (2003) framework.

recormmave | WEER | ey | Tooe
feedback mechanisms [internal] 9 Internal Today
accreditations, awards, and recognitions 9 External Today
management pc.)lici.es and 8 Internal Today
operating guidelines

management systems 8 Internal Today
teedback mechanisms 7 External Today
sharing best practices 7 External Today

Sty management o 7| el | Tomorrw
promoting organizational values 6 Internal Today
disclosure and transparency 5 External Today

membership in inter-HEI organizations 5 External Tomorrow
internal management reporting 4 Internal Today

environment as

top management priority 3 Internal Tomorrow
sustainability policies/guidelines 2 Internal Today

partnerships for good governance 2 External Tomorrow

succession planning 2 Internal Tomorrow

sustainability systems 1 Internal Tomorrow

Table 4: Types of Initiatives under the Governance Dimension
aThe number of HEIs with initiatives under each type. / ®Classifications for each type of
initiative are based on the Hart & Milstein (2003) framework.
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TYPE OF INTIATIVE OF HEs: | EXTERNAL® | TOMORROW:
partnerships for research and curriculum 9 External Tomorrow
communicating sustainability knowledge 8 External Today
integration of sustainability into research 7 Internal Today
integration of sustainability into courses 6 Internal Today
sustainability courses and programs 6 Internal Tomorrow
developing sustainability solutions 4 External Tomorrow
sustainability research programs 4 Internal Tomorrow
service learning 3 External Today
attending sustainability-related events 3 External Today
developing skills for sustainability 2 External Tomorrow
developing change-agents for sustainability 2 External Tomorrow
research positions 2 Internal Today
promoting research ethics 1 Internal Today

Table 5: Types of Initiatives under the Academic Dimension
aThe number of HEIs with initiatives under each type. / ®Classifications for each type of
initiative are based on the Hart & Milstein (2003) framework.

Please indicate with a checkmark those initiatives that are currently being implemented by
your school and which can be classified under the following items

ENVIRONMENTAL DIMENSION

O energy conservation & efficiency Internal Today
O environmental management Internal Today
O pollution reduction Internal Today
O promoting eco-friendly behaviors Internal Today
O supplies conservation Internal Today
O waste management Internal Today
O water conservation Internal Today
O green buildings Internal Tomorrow
O promoting changes in lifestyle [internal] Internal Tomorrow
O renewable energy Internal Tomorrow
O environmental cleanup External Today
O environmental compliance reports External Today
O promoting eco-friendly behaviors [external] | External Today
O restoration/rehapﬂitation of the natural External Tomorrow
environment
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ENVIRONMENTAL DIMENSION
partnerships for the environment External Tomorrow
. e P
SOCIAL DIMENSION
O employee training Internal Today
O employee benefits and incentives Internal Today
O mental & emotional health Internal Today
O physical health & well-being Internal Today
O safety & security Internal Today
O social inclusion program Internal Today
O faculty and staff development Internal Tomorrow
O values formation Internal Tomorrow
O career placement External Today
O extension work/civic work External Today
O university statements for justice External Today
O centers for social good External Tomorrow
O involvement in policy making External Tomorrow
O partnerships for social good External Tomorrow
O preserving cultural heritage External Tomorrow
. el |
GOVERNANCE DIMENSION
O feedback mechanisms [internal] Internal Today
O internal management reporting Internal Today
O management policies and operating guidelines | Internal Today
O management systems Internal Today
O promoting organizational values Internal Today
O sustainability policies/guidelines Internal Today
O environment as top management priority Internal | Tomorrow
. Sty management o inemal | Tomorrn
O succession planning Internal | Tomorrow
| sustainability systems Internal | Tomorrow
O accreditations, awards, and recognitions External Today
O disclosure and transparency External Today
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GOVERNANCE DIMENSION
O feedback mechanisms External Today
O sharing best practices External Today
O membership in inter-HEI organizations External | Tomorrow
O partnerships for good governance External | Tomorrow
0 el | ot
ACADEMIC DIMENSION
O integration of sustainability into research Internal Today
O integration of sustainability into courses Internal Today
O research positions Internal Today
O promoting research ethics Internal Today
O sustainability courses and programs Internal | Tomorrow
O sustainability research programs Internal | Tomorrow
O attending sustainability-related events External Today
O communicating sustainability knowledge External Today
O service learning External Today
O sharing best practices External Today
O membership in inter-HEI organizations External | Tomorrow
O partnerships for good governance External | Tomorrow
O developing change-agents for sustainability External | Tomorrow
O developing skills for sustainability External | Tomorrow
0 e P

Table 6: Rapid Sustainability Assessment Tool

After the questionnaire was completed, the initiatives could then be plotted
across the four quadrants of the framework adopted from Hart and Milstein
(2003), with the bar graph giving a visual overview of the various initiatives of
the HEI (Figure 3).

Applying the framework to sustainability initiatives. By distributing its
initiatives accordingly across the quadrants, a HEI can have an overview of its
sustainability efforts. Initiatives for the internal-today quadrant, for example, show

a focus on the organization and its internal stakeholders and are more short-term
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in their implementation and impact. Table 7 shows the types of initiatives per
dimension and the number of HEIs with initiatives in each type for the internal-
today quadrant. It reveals that the sustainable value created from the environmental
initiatives was mainly cost and risk reduction for the HEI, its lower environmental
footprint, and the eco-friendly behaviors of its members. Initiatives in the social
dimension led to increased productivity in the institution while reducing human-
related risks and promoting the health, safety, and well-being of its members.
Initiatives in the governance dimension led to quality systems and good governance
within the institution, all while promoting the well-being of its members by
obtaining and responding to their feedback and concerns. Through initiatives in the
academic dimension, the HEI fulfilled its mission in terms of education and increased
awareness of sustainability challenges in the environment and in society and of
the possible solutions to address such. The potential outcome for this quadrant, in

summary, is focused on institutional, environmental, and social well-being.

Key dimensions of performance to generate shareholder value

Tomorrow

<o
N
<o
<o

T T

Environmental Social Governance Academic Environmental Social Governance Academic

Internal External

N
N

B
7

T T

Environmental Social Governance Academic Environmental Social Governance Academic

Today

Figure 3: Template for Plotting the Initiatives on the Adapted Conceptual Framework of
Hart and Milstein (2003)
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DIMENSION TYPE OF INITIATIVE gg'\:l_ﬁzllzslj
Environmental waste management 9
Environmental energy conservation & efficiency 8
Environmental supplies conservation 8
Environmental environmental management 8
Environmental promoting eco-friendly behaviors 6
Environmental water conservation 6
Environmental pollution reduction 2

Social employee training 9
Social employee benefits and incentives 9
Social safety & security 9
Social physical health & well-being 9
Social mental & emotional health 8
Social social inclusion program 1

Governance feedback mechanisms 9

Governance management policies and operating guidelines 8

Governance management systems 8

Governance promoting organizational values 6

Governance internal management reporting 4

Governance sustainability policies/guidelines 2

Academic integration of sustainability into research 7
Academic integration of sustainability into courses 6
Academic research positions 2
Academic promoting research ethics 1

Table 7: Types of Initiatives per Dimension for the Internal-Today Quadrant
aThe number of HEIs with initiatives under each type.

While their impact is also focused on the organization and its internal
stakeholders, the initiatives in the internal-tomorrow quadrant are more long-
term and strategic in their implementation and impact. Table 8 shows the types
of initiatives per dimension for this quadrant. The environmental initiatives were
concerned with long-term cost and environmental footprint reduction for both
the institution and its members and with the institution’s repositioning of itself as
a “green campus.” The social initiatives were related mostly to the quality of the
HEI’s human resources, and were seen to improve the personal and professional

development of internal stakeholders. The initiatives in the governance dimension
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included those for quality management and continuous improvement, and the
academic initiatives of having sustainability courses and research programs helped
the HEI move toward becoming a campus for sustainable development research and
education. These initiatives thus have the potential outcome of allowing the HEI to

develop and achieve sustainability goals.

DIMENSION TYPE OF INITIATIVE glél\l/l_l?:s'j
Environmental renewable energy 5
Environmental green buildings S
Environmental promoting changes in lifestyle 3

Social faculty and staff development 9
Social values formation 2

Governance | quality management and continuous improvement 7

Governance environment as top management priority 3

Governance succession planning 2

Governance sustainability systems 1

Academic sustainability courses and programs 6
Academic sustainability research programs 4

Table 8: Types of Initiatives per Dimension for the Internal-Tomorrow Quadrant
@The number of HEIs with initiatives under each type.

The initiatives in the external-today quadrant are short-term in their
implementation and impact, which is focused on external stakeholders. Table 9
shows the types of initiatives per dimension for this quadrant. The initiatives in
the environmental dimension improved the HEI's reputation as an eco-friendly
institution, and its accomplished extension and civic works led to social good.
Governance initiatives included external stakeholder engagement which led the HEI
to improve its reputation as a responsive institution. The initiatives in the academic
dimension, meanwhile, demonstrated the HEI's role as an expert in sustainability.
All these carry the potential outcome of improved institutional reputation and

social responsibility.

DIMENSION TYPE OF INITIATIVE lzl)tli_ll\ﬂ?éllESI:{
Environmental environmental cleanup 7
Environmental promoting eco-friendly behaviors S
Environmental environmental compliance reports 4
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DIMENSION TYPE OF INITIATIVE l(\l)lél\a?zllislj
Social extension work/civic work 9
Social career placement 3
Social university statements for justice 1

Governance accreditations, awards, and recognitions 9

Governance feedback mechanisms 7

Governance sharing best practices 7

Governance disclosure and transparency 5

Academic communicating sustainability knowledge 8
Academic service learning 3
Academic attending sustainability-related events 3

Table 9: Types of Initiatives per Dimension for the External-Today Quadrant
aThe number of HEIs with initiatives under each type.

With their impact also focused on external stakeholders, the initiatives in
the external-tomorrow quadrant are more long-term and strategic in their
implementation and impact. Table 10 shows the types of initiatives per dimension
for this quadrant. The initiatives in the environmental dimension dealt mostly with
the restoration and rehabilitation of the natural environment and formation of
partnerships for such ends. The social initiatives, in general, covered the formation
of partnerships and establishment of centers for social good as well as involvement
in policy making. Memberships in inter-HEI organizations and partnerships for
good governance also allowed the HEI to improve its internal operations while
sharing its best practices with other HEIs and institutions. The initiatives in the
academic dimension, meanwhile, focused on forming partnerships to develop the
HEI's research and curriculum and on developing sustainability solutions and the
change-agents who will implement them. These initiatives thus have the development

of sustainability solutions as their potential outcome.

The placement of initiatives can also be analyzed according to their degree of
portfolio balance and strategic positioning. Adopting Hart & Milstein (2003), the
HEI “must perform well simultaneously in all four quadrants of the model on a
continuous basis” to maximize the sustainable value it creates. Portfolio balance
thus refers to how well each sustainability dimension is represented in each quadrant
of the framework, while strategic positioning looks into the number of initiatives

with long-term and strategic implementation and impact (i.e., those in the internal-
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tomorrow and external-tomorrow quadrants) relative to the number of initiatives
with short-term and tactical implementation and impact (i.e., those in the internal-

today and external-today quadrants).

DIMENSION TYPE OF INITIATIVE glél\l/_ll?;g
Environmental | restoration/rehabilitation of the natural environment 9
Environmental partnerships for the environment 7

Social partnerships for social good 9
Social involvement in policy making 7
Social centers for social good 7
Social preserving cultural heritage 1
Governance membership in inter-HEI organizations 5
Governance partnerships for good governance 2
Academic partnerships for research and curriculum 9
Academic developing sustainability solutions 4
Academic developing skills for sustainability 2
Academic developing change-agents for sustainability 2

Table 10: Types of Initiatives per Dimension for the External-Tomorrow Quadrant
@The number of HEIs with initiatives under each type.

Depending on its own sustainability principles, each HEI can also develop its
own specific metrics for assessing the degree of portfolio balance of its initiatives.
There should be more academic initiatives in the external-tomorrow quadrant, for
example, if an HEI chooses to focus on creating sustainability solutions through
research and developing change-agents for sustainability. In this case, the HEI might
want a 1%:1 or a 2:1 ratio of academic initiatives in the external-tomorrow quadrant
with respect to academic initiatives in each of the other quadrants. If the HEI also
wants to minimize its environmental footprint in the short term, a similar ratio
may be desired for environmental initiatives in the internal-today quadrant vis-a-vis

those in other quadrants.

According to Siew (2015), frameworks set principles and guidelines while
standards have requirements and specifications. Ratings and indices, on the other
hand, allow for comparisons and third-party evaluations. Since the different contexts
of the HEIs—their geography, resources, mission, target market, and specializations—
make them incomparable in general, the adapted conceptual framework is

mainly a sustainability framework rather than a sustainability standard, rating,
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or index. It provides a set of principles and guidelines that can help HEIs manage
their sustainability efforts to maximize sustainable value creation in their own

special contexts.

The case of University Epsilon.! The adapted framework can be used as a
template for a multi-chart figure to show the degree of portfolio balance of an HEI's
sustainability initiatives at a glance. Figure 4 shows this for University Epsilon, one
of the HEIs that participated in the study. The number of sustainability initiatives
per dimension for each quadrant is shown through bar charts, with each color
representing a different dimension. HEIs using this tool, moreover, can also integrate
their own evaluation systems for their initiatives into the scatterplot (such as

denoting the level of goal attainment by using different shades of color, for example).
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Figure 4: Sample Assessment for University Epsilon (with bar charts showing the number
of initiatives per dimension for each quadrant)

The assessment of a HEI's initiatives and their sustainable value creation can thus

be performed when the figure is used in conjunction with the list of initiatives. An

"Not the HEI's actual name.
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analysis of University Epsilon, for example, shows their sustainable value creation
in the different quadrants. Their environmental, social, and governance initiatives
are concentrated in the internal-today quadrant, with many of the environmental
initiatives dealing with pollution and waste management and resource conservation.
The university also has initiatives in rehabilitating and restoring the natural

environment, activities which are in the external-tomorrow quadrant.

There are a lot of social initiatives in the internal-today quadrant that deal
with training faculty and staff and giving them incentives while also taking
care of their physical and emotional well-being. The university also has many
initiatives in extension and civic works, and has established centers for social good;
these are shown in the external-today and external-tomorrow quadrants. As for
governance initiatives, most of them are focused on the short-term. The university
has management policies, guidelines, and systems in place, and obtains feedback
from internal stakeholders; these are all activities in the internal-today quadrant.
Feedback mechanisms for external stakeholders, on the other hand, are also present,
along with awards and recognitions from the academic and environmental initiatives

of the university.

Most of the initiatives in the academic dimension, which arise from the
university’s efforts to develop sustainability solutions and form partnerships for
research and curriculum development, are in the external-tomorrow quadrant. The
university already has courses, research, and degree programs on sustainability, and
communicates its knowledge well to external stakeholders through conferences and

talks, trainings and workshops, publications, and consulting services.

The sustainable values created by University Epsilon, therefore, given that
most of its initiatives are in the internal-today, external-today, and external-
tomorrow quadrants, are the well-being of the institution itself, its members, and
the environment; improved institutional reputation and social responsibility; and

solutions to sustainability challenges.

CONCLUSION

This study yielded useful information for developing a rapid sustainability

assessment tool for HEIs, one that can help them manage their efforts to maximize
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the sustainable value created in their own special contexts. Its novelty lies in its use
of the questionnaire and framework to give a quick view of the portfolio balance
of a given set of sustainability initiatives. Using the tool can also encourage HEIs
to develop their own metrics and assessment methods for measuring the impact or
success of each initiative within their context.

The assessment tool can be applied in future case studies of HEIs to explore the
relationship between their specific contexts and the degree of portfolio balance of
their sustainability efforts. A deeper analysis that considers the HEI's sustainability
strategies and their motivations to pursue sustainability with respect to their efforts
can also be done.

Finally, the rapid assessment tool can also be used in other sectors and industries;
indeed, the types of initiatives enumerated under the environmental, social, and
governance dimensions are general enough to be easily applied to other organizations
while the academic dimension can be readily set aside. Future researchers can use
the methodology employed in this study to determine what sustainability initiatives

are relevant or material in other sectors and industries.

The author would like to acknowledge the guidance and support of his academic
mentors and colleagues as well as the generosity and hospitality of the higher education

institutions that participated in this study.
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ABSTRACT

Despite the fact that serious concerns regarding the deterioration of the environment and
natural resources have been voiced for decades, current business and organizational approaches
toward sustainability remain inadequate and substantially unsustainable. An important research
question, therefore, has to do with understanding how to make positive behavior more prevalent
in the face of many urgent global challenges. Newer business and organizational models that are
significantly moving toward sustainability, for instance, serve as remarkable examples of such.
What can we learn from them? This study seeks more specific answers to this broad question.
How are modern organizations motivated to embrace sustainability initiatives in a genuine
manner? How have they created their sustainable business models? How do they continue to
sustain the initial momentum? What are the key factors that assist in the implementation of
sustainability strategies? Lastly, how are they defining and achieving sustainability success?
Answers to these questions were sought through an inductive and qualitative case research design
that explored three quite different organizational settings, each pursuing sustainability objectives
with advancing success and yet finding its own way in very different environments based on
industrial, regulatory, and cultural influences. Nevertheless, several general characteristics seemed
to accrue across organizational and industrial divides. A model for sustainability management,
derived from the lessons learned in this study, is thus proposed.
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INTRODUCTION

Scientists, environmentalists, economists, and legislators, among others, have
for decades voiced serious concerns about the deterioration of the environment
and natural resources. Despite this fact, however, business organizations and
other institutions have been on a slow march in realigning long-term goals,
strategies, cultures, and activities with more sustainable programs. It is evident
that current approaches remain inadequate and substantially unsustainable even as
the importance of sustainability is increasingly being recognized (Moritz-Rabson,
2019; Young, 2019). Many businesses and organizations still continue to operate
with short-term economic objectives in mind, and government policies fail to
motivate any adequately large-scale and continuous movement toward sustainability.
Government and non-profit initiatives, therefore, cannot meet such challenges
alone; all institutions and individuals must embrace these imperatives and alter

their own behavior.

Understanding how to achieve more proactive behavior and build more
innovative business models in organizations that are responsive to these concerns
is an important research question, then, particularly in the face of many urgent
sustainability challenges. Existing research and anecdotal evidence regarding how
organizations, both large and small, are achieving this, however, is scant. This
research study thus aims for answers in response to the broad question stated
above, specifically to the following: How are modern organizations motivated to
embrace sustainability initiatives in a genuine manner? How have they created
their sustainable business models? How do they continue to sustain their initial
momentum, and what are the key factors that assist in implementing sustainability
strategies? Lastly, how are they defining and achieving sustainability success?
Answers to these questions were sought through an inductive and qualitative case
research design that explored three quite different organizational settings, each
pursuing sustainability objectives with advancing success and yet finding its way in
very different environments based on industrial, regulatory, and cultural influences.
This method thus allowed for a comparison of theory and evidence based on three

organizational case examples.

This paper is organized as follows. The issue of sustainability and its imperative
is first discussed, followed by a review of the theory and literature on sustainability
motivators and implementation of propositions developed. This is followed by
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methods and findings that inductively address both propositions and the larger
research questions. A model is then developed using the lessons learned from
case examples that are detailed with regard to their identifiable motivators,
implementation facilitators, and observable sustainability outcomes. A summary
following the general findings that seem to accrue across organizational and

industrial divides concludes the study.

SUSTAINABILITY IMPERATIVES FOR ORGANIZATIONS

The United Nations, in seeking to respond to environmental and resource
concerns and direct more sustainable development, established a special commission
in 1983 that was later named the World Commission on Environment and
Development (WCED, 1987). This was for the purpose of creating a report on the
environment and the global problem up to the year 2000 and beyond, including
proposed strategies for sustainable development. The Brundtland report (Our
Common Future), as it came to be known, was published in 1987 and set the tone for
the environmental summits that followed in Rio and Johannesburg. The report made
it clear that sustainability needed to be understood as a multi-dimensional concept
and that its management required a radical change in all aspects of organizational

thinking, goals, strategy, planning, implementation, and values.

The overriding mission of this Commission was to demand that goals regarding
economic and social development be defined in terms of sustainability. The UN thus
adopted the term “sustainable development,” which aims to “meet the needs and
aspirations of the present without compromising the ability to meet those of the
future.” It pursued these objectives further through its Millennium Development
Goals and does so now through its Sustainable Development Goals (SDGs), which are
set for the year 2030 (United Nations General Assembly, 2015). Indeed, much progress
has been made toward a number of sustainability objectives such as remedying
poverty, addressing problems of population growth, improving sanitation, making
safe water available, empowering women, and integrating environmental, social,
and economic concerns in policy decisions between countries; to these may be
added enormous growth in various fields of sustainability sciences and education at
all levels as well as increasing movement toward energy conservation, renewables,
and waste management. Many organizations have also signed on to the SDGs and

declared intentions in favor of sustainability, although not always with successful
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action or implementation (International Portal for Sustainability Reporting, 2018).
This begs the question, therefore, of why many organizations, despite a clear appetite
for embracing the SDGs, still lack the strategy, tools, and culture needed to transform

those commitments into tangible business actions.

SUSTAINABILITY MOTIVATORS AND
IMPLEMENTATION CHALLENGES

The evolution of science, awareness, and consensual acceptance has provided a
new sense of direction for all and inspires transformation for both individuals and
corporations. Sustainable development cannot be realized without the contribution
of business and institutional organizations (e.g., National Resources Defense Council,
World Wildlife Fund, etc.), yet the extent of such involvement depends largely on
their motivation. The sustainability-based view emphasizes organizational decision
makers as managing a balance among concerns that is tied to a long-term planning
horizon and that may emerge with some initial success and yet still falter later
on. Evidence thus shows that some organizations struggle as their sustainability
initiatives have serious implementation challenges such as maintaining continuity,
overcoming difficult hurdles, attaining profitability, and motivating employees
(Brockhaus, Fawcett, Knemeyer, & Fawcett, 2017; Wilhelm, 2014).

Sustainability Motivators

Researchers suggest that primary motivators for sustainability include both
extrinsic and intrinsic factors, with some arguing that one category is more
persuasive than the other. Commonly accepted extrinsic motivations for corporate
sustainability management as recorded in the literature include legitimacy, market
success, and internal improvement (Bansal & Roth, 2000; Epstein, 2008; Windolph,
Harms, & Schaltegger, 2014). Such motivations, while not necessarily moral or
ethical in their derivation, are the most relevant nonetheless for businesses and
other types of organizations. Companies want to be perceived as appropriate by
societal stakeholders, perform well in their markets by appealing to consumers and
investors, and improve operations and lower costs. The broad view here, with a clear
motivation to improve an organization’s bottom line and competitive position, may
still be reflective, therefore, of a strategic response to changing circumstances, new

corporate challenges, and adaptation for societal acceptance—smart business, in
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other words. These may be influenced realistically by industry setting and factors
of competition; indeed, the drive to take on sustainability projects may well be
in response to community pressures or regulatory oversight, motivated by the
desire to improve image, build trust and reputation, and save money on costs
(The Nielsen Company, 2018). Other drivers, moreover, include a new culture of
environmentalism, new forms of financing and venture capital, sustainability-

focused innovation, and the technology that enables it.

Although they remain a clear and persuasive motivator to some extent whenever
present, regulatory pressures in the United States have remained typically capricious
and non-pervasive and are not considered, by and large, to be a strong motivational
factor as such across many industries and organizational settings (Howes et al., 2017).
Indeed, existing market pressure motivates many institutions to reduce greenhouse
gases and address social issues even without regulatory pressure. Many organizations,
moreover, for-profit or otherwise, have signed on to other extrinsic motivations such
as the UN Global Compact Principles, Caux Business Roundtable Principles, etc. The
proliferation of environmental certifications is another extrinsic motivator as well,

one designed to enhance image and present a positive presence to stakeholders.

There are those, however, who suggest that extrinsically oriented incentives have
fundamental limitations, that they perhaps lack staying power or even the ability
to either generate organizational wide support or inspire a new value system that
will maintain a sustainability focus (van der Linden, 2015; van der Werff, Steg, &
Keizer, 2013). While modern society continues to place a high value on economic
prosperity and much behavioral research emphasizes extrinsic incentives, particularly
those with monetary benefits, Van der Linden (2015) argues that genuinely pro-
environmental behavioral motivators are intrinsically oriented and result in physical
and psychological rewards that are much more likely to be sustained over time.
Others who uphold this general view (Gatersleben, Murtagh, & Abrahamse, 2014;
van der Werff et al., 2013), moreover, posit that pro-environmental behaviors
are more likely to emanate from personal values and identities. Moral emotions,
empathy and the ability to be compassionate, self-identity as caring, a desire to do
the right thing—these traits are considered to be stable factors that transcend specific
situations and influence planned behaviors that are enduring in themselves. If an
individual describes herself or himself as an environmentally-friendly person, she/
he is likely to hold strong environmental values that are part of her/his identity,

values that influence actions toward pro-environmental behavior.
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Self-identity as such appears to be a significant predictor of environmental
sustainability behavior (Fielding, McDonald, & Louis, 2008; Rimanoczy, 2014).
Individuals who hold positive attitudes toward environmental activism think that
there is normative support for that engagement and perceive that they can actually
do something, thereby resulting in strong intentions on their part. This view may
be expanded, furthermore, beyond the individual to understand the behavioral
intentions of organizations that emphasize values and responsibility toward social
issues, especially those that state a pro-environmental identity. Organizational
learning must therefore play a role in building motivation across a spectrum of
people and activities, particularly as identities are influenced by social interaction
(Gatersleben et al., 2014). Social systems will embed and influence individuals as
learning processes are incorporated into the generation of cooperative motivation
for sustainable development (Hansmann, 2010; Windolph et al., 2014). Indeed,
more and more attention has been given to the significant influence of spiritual,
emotional, and shared values and meaning on both change leadership and leadership
for innovation (Della Corte, Del Gaudio, Sepe, & Zamparelli, 2017; Gill, 2002;
Gehman & Soubliere, 2017; Rimanoczy, 2014).

That it appears to be essential for pro-environmental identity to be strongly
embedded and understood organization-wide is inarguable. This in turn leads to

the following propositions:
P1: Both intrinsic and extrinsic motivators will be highly associated with case examples.

P2: Intrinsic motivators will be more highly associated with case examples than will

extrinsic motivators.

Sustainability Implementation Challenges

While pro-environmental behavior stems from a combination of motivational
factors, its successful implementation and continuing endurance may depend
on other enabling or facilitating influences. Making it stick requires continually
navigating through obstacles, finding new opportunities, and a commitment that
does not waver (Wilhelm, 2014). Implementation as such can prove to be difficult,
even when environmental sustainability goals are increasingly embedded in planning
stages. Sustainability initiatives at a minimum must be essentially reconciled with

economic growth and return on investment, and while many organizations have
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seen economic benefits as cost savings are achieved, green-oriented customers
increase, and employees are charged and motivated, this is not always an immediate
outcome for some. Spangenberg (2004) argues that tradeoffs become riskier when
sustainability programs engage both environmental and social objectives as one
dimension may be overemphasized relative to another. Ongoing sustainability

initiatives may suffer, therefore, if tangible returns diminish.

Innovation processes geared toward sustainable development, which may be
key to improving operations in terms of eco-efficiency and cost reduction, might
be difficult to engineer, however (Bos-Brouwers, 2010). Such improvements will
necessarily be incremental and rely on continued focus and dedication, particularly
as the ability to harness or create eco-innovations can be inhibited by bureaucratic
rigidity, a high degree of formalization, or a focus on the short term or other
organizational concerns (Bos-Brouwers, 2010). Regulatory overtures designed to
incentivize sustainability initiatives can also be withdrawn, and tax credits and trade
policies can all be changed, thereby impacting those institutions that have already

taken action and made a commitment.

Other factors that influence successful implementation include criteria and
measurement, leadership influence, stakeholder engagement, and early successes.
The standard cliché “what gets measured gets managed” is true particularly when
sustainability goals and their progress must be honestly measured and reported,
communicated to stakeholders, and factored into subsequent efforts (Wilhelm, 2014).
Carefully derived action criteria serve as important yardsticks for assessing the impact

of policy proposals on sustainability objectives at various stages (Spangenberg, 2004).

The importance of leadership cannot be overstated given that organizational
leaders must influence others through responsible decision-making, motivational
communication, and by establishing the reality of sustainability through continuing
initiatives (Gallagher, 2005). Leaders or “thinkers in action” are highly focused,
committed and engaged, and inspiring and dedicated (Fullan, 2004). A supportive
organizational culture must be created as well, and maintained alongside the
adoption of a solid framework of environmental sustainability. Such efforts
must involve stakeholders, including customers, communities, employees, and
investors, as everyone needs to be brought into the sustainability agenda to ensure
its continued success (Laurian & Crawford, 2016). Moreover, while early triumphs

provide fuel and motivation for new initiatives as well as promote stakeholder buy-
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in, implementation requires a time consideration for it to be successful. This means
that multiple bottom lines must remain important for successive generations and
performance must improve across all areas to create a sustainable advantage for the

organization’s future (Brockhaus et al., 2017).

Maintaining continuous and successful implementation thus poses challenges
for organizations that seek a sustainability agenda. Overcoming such obstacles may
involve multi-faceted influences and actions, with success broadly defined in terms
of the continuity of the business model or successful navigation of implementation

challenges. The extant literature as such leads to the following propositions:

P3: Eco-innovations will be highly associated with continuing success in sustainability

implementation.

P4: Stakeholder engagement will be highly associated with continuing success in

sustainability implementation.

P5: Strongly committed leadership will be highly associated with continuing success

in sustainability implementation.

RESEARCH METHODOLOGY

An inductive case study research design allowed for a qualitative and comparative
exploration of the research questions posed by three distinct organizational settings
in the United States where sustainability objectives were pursued with advancing
degrees of success, each finding its own way in very different environments affected
by industrial, regulatory, and cultural influences. The method used in this study
thus serves as a tool for analyzing and explaining critically the social reality of the
phenomenon both holistically and retrospectively and for helping to attain an in-
depth understanding of causal processes. The three cases represented a renewable
energy provider, an online network designed to generate contributions to renewable
energy through carbon offsets, and a regional state university that has engaged with
sustainability across its entire spectrum. Considered to be models of successful and
continuing sustainability, these three organizations were explored through multiple
interviews with the leaders and creators of O2 Energies and UCapture and with the

Chief Sustainability Officer of Appalachian State University. Site visits were also
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conducted and triangulated with secondary anecdotal research on each of these
organizations, thereby allowing for conclusions about their sustainability-focused

business models to be inductively drawn.

The triangulation method in particular allowed for inferences regarding the
factors that motivated these cases, how each organization managed to continue
and overcome implementation challenges, and the outcomes they produced. The
goal was to uncover rich explanatory variables that supported theory and proved
generalizable across varied organizational settings. Conclusions regarding the
propositions and broader research questions were thus drawn inductively through

this process.

Another goal of this study was to determine factors that these cases might have
in common and what lessons can be derived from them for a better understanding
of how sustainable organizations can be created and made to endure over successive
periods of time. A model was thus developed and proposed to provide insights on
how organizations can successfully create and sustain more sustainability-focused

strategies and successes.

THREE ORGANIZATIONAL CASES

This research focused on three organizational case studies from the United States:
02 Energies EMC, UCapture, and Appalachian State University. Brief descriptions
of their innovative organizational approaches to sustainability are given in the
paragraphs that follow. These examples were chosen because of their declared
commitment to sustainability, uniqueness in terms of business model and industrial
setting, and evidence of their growing success and accessibility. Their differences,
however, must also be noted, such important similarities notwithstanding. A

summary is provided in Table 1.

02 Energies EMC

Founded by Joel Olsen in 2009, O2 Energies EMC is an independent power
producer that develops, owns, and operates solar farms across the southeastern
United States. Sustainability is a core value in all aspects of O2’s operations—the

company is focused on developing and owning large-scale, ground-mounted solar
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power plants which are at present providing more than 100 megawatts of solar
power through various energy utilities. O2’s business model reflects a multifaceted
approach to sustainability in that while the business purpose is to create and deliver
renewable energy, many projects are developed to maximize local jobs and local
investment while enhancing sustainability and educational opportunities in each

project community.

UCapture

UCapture—Live Carbon Neutral is an online company dedicated to offsetting
CO,,. Founder and CEO Avery Michaelson touts a business model based on a looped
value chain that connects companies (termed “partners”) to online shoppers through
UCapture technology. This generates commissions that ultimately go toward funding
carbon offsets through renewable energy technology projects (UCapture, 2019).
Thus, whenever customers shop online in connection with UCapture, the company’s
business partners pay commissions that go toward carbon offsetting projects. Using
green-tech, therefore, allows the company to engage more people, motivate hundreds
of online businesses to invest in a good cause, and generate funds to put toward
sustainability initiatives. By using the UCapture app, online shoppers can connect
again and again with participating retailers to keep their purchasing activities carbon
neutral while firms that care for the environment build carbon offsetting credits.
Company partners now exceed 25,000 to date, and include major online retailers
such as Amazon, Marriott, Expedia, Walmart, and Microsoft, among others. Over
24,000 customers currently use the platform, with their continued participation

bringing together and building relationships between companies and users.

Appalachian State University

A university institutional setting is the third organizational case. Located in
the Blue Ridge Mountains of North Carolina, Appalachian State University (ASU)
is a Pilot and Charter participant in the Sustainability Tracking, Assessment, &
Rating System™ (STARS), a transparent, self-reporting framework for colleges and
universities to measure their sustainability performance with. ASU ranked first among
institutions with master’s programs and second overall in curriculum in the 2017
Sustainable Campus Index of the Association for Advancement of Sustainability in
Higher Education (AASHE), which highlights top-performing colleges and universities

according to various sustainability criteria (AASHE, n.d.). The university also tied
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for third with regard to buildings, a metric based on efficiencies in operations
and maintenance, design and construction, and indoor air quality. Indeed, this
university’s journey toward sustainability has, over several years, permeated every
aspect of its strategic mission, operations, buildings, educational programs, culture,

and community.

FINDINGS

Much of what was learned about the sustainability motivation and
implementation factors of these organizations matched and supported what has
been proposed in the literature as well as all the propositions offered in this study.
Furthermore, while the cases represent very different settings, many commonalities

among them appear to be strongly evident and lead to some general conclusions.

How have these modern organizations been motivated to embrace sustainability

initiatives in a genuine manner, and how have they created their sustainable business models?

While support for the relevance of both extrinsic and intrinsic motivators
(Proposition 1) can be found in each case, the second proposition is also supported,
that is, intrinsic motivators appear to be more persuasive than extrinsic ones in these
organizations. For Joel Olsen, O2’s founder, the initial motivator stems from his
childhood (Olsen, 2017). He cites his mother, a climatologist and professor for the
National Aeronautics and Space Administration (NASA) doing valuable work with the
Reynolds Foundation, a non-profit program that has been dedicated to improving
the quality of life for North Carolinians for over 80 years. Always driven to explore
science, Olsen worked for some time making liquid crystal displays before he began
exploring the idea of using that technology on rooftops without the need for an
external power supply. Then, after completing his education, working at a number
of jobs, and spending time in Scandinavia and Europe, he returned to the United
States and found additional motivation for starting a sustainable business. The
timeliness of other motivational factors coming together, moreover, also included
the technology itself, which had improved enough to suggest that the time had
come to begin his company in North Carolina. This, coupled with what appeared
to be a long-term business opportunity, the powerful incentive of a renewable tax
credit from the state, and a perceived market need, motivated him to begin a new

venture. Decidedly influenced by intrinsic factors such as values, scientific curiosity,
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and an environmental identity, Osten was thus driven to pursue a career that would

have positive social and environmental impact.

Headquartered and operating several solar farms in North Carolina, O2 is now
expanding to neighboring states in a bid to broaden its market. Having grown over
the years, it has moved away somewhat from partnering with large power firms
to focus on building relationships with local electric cooperatives and municipal
power companies. This new approach to working more directly with community
cooperatives and utilities is aimed at increasing the economic and sustainability

impact that O2’s projects can have on the towns and counties they are located in.

When asked about his initial motivations for creating UCapture’s unique
business model, founder and CEO Avery Michaelson says that the idea goes way
back to his childhood, as he has always been concerned about climate change and
frustrated for years by its deniers (Michaelson, 2017). He learned about economics,
carbon tax, and cap and trade while he was in college, and there made his first
foray into seeking a market solution. It brought about a focus on consumption and
negative externalities as well as the desire to devise a new approach that would
assign the environmental cost to consumption. Eventually, he stumbled onto the
engine for making it happen—affiliate marketing, a form of internet marketing in
which a business rewards one or more affiliates for each visitor or customer brought
to it by the affiliate’s own marketing efforts. In this model, the affiliate puts the
corporate partner’s ad on its website. Then, when the participating online customer
clicks to indicate carbon offsets, those transactions are tracked and UCapture gets a
commission while the corporate partner gets a sale and credit for carbon offsets. The
environmental shopping platform is connected and accessed through the UCapture
app, and carbon offset projects like reforestation, methane capture, and renewable

energies are all accounted for and reported on UCapture’s website (UCapture, 2019).

For Michaelson, self-identity as one who valued the environment, the honing
of innate skills (financial, marketing, technological), and the growing need for a
solution relative to carbon output, coupled with his own personal belief that he

could make a difference, all served as initial motivators.

Set in the Blue Ridge Mountains of northwestern North Carolina, Appalachian
State University (ASU) is unique as a pioneer in university dedication to sustainability

and a leader in the United States in holistically embracing such a mission. When
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asked about the motivations that propelled ASU to begin a program very few others
were doing, Professor Lee F. Ball, Jr., who after spending several years in a supporting
role took leadership of ASU’s sustainability program as Chief Sustainability Officer,
emphasized the identity of ASU (Ball, 2017). Simply stated, it is what ASU is and
always has been. The environmental ethic has been there for decades, due somewhat

to the institution’s setting, geography, and culture.

A deeply embedded identity, purpose-focused mindset, and organizational
values are all clearly reflected in both these business models and the motivation that
drives them. The sustainability efforts of these organizations were not simply “added
on”; whether by initial creation or through evolution, the examples in each case
show a genuine and deep motivation driven by organizational values and identity.
Intrinsic factors, which do matter largely and present prominently in each case, are
matched by a variety of extrinsic factors; taken together, these serve to propel the

sustainability initiatives studied herein.

How have these models of sustainability maintained their momentum, and what are

the key factors that assist in the implementation of sustainability strategies?

A combination of several factors presents itself as significant for continued
implementation success in each of these cases. Propositions 3, 4, and 5 thus appear
to be well supported given that each case seems to have benefited profoundly from

eco-innovations, stakeholder engagement, and committed leadership.

At O2 Energies, Olsen strongly emphasizes the need to build robust public
relations with communities (leaders, citizens, and neighbors), investors, and
legislators (Olsen, 2017). Considered a “solar evangelist” in the state (Downey,
2015), he is dedicated to the belief that clean energy should support the health and
sustainability of local communities. Partnering with local organizations, therefore,

helps to build this shared goal.

Olsen has also leveraged an in-depth understanding of state energy policy,
existing energy infrastructure, project ownership, and tax structuring. O2, in striving
for environmentally sensitive development, analyzes the impact of its solar farms on
the surrounding environment with the aim of not impacting natural and cultural
resources such as wetlands, habitats of endangered species, and archaeological sites.

Equipment is less than twelve feet in height, and all its solar farms are enclosed by
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a seven-foot fence to ensure the safety of visitors, workers, and animals. What is
promised in terms of sustainability to communities is thus honored. Indeed, one of
the keys to the company’s continued sustainability efforts is the business model
itself, which has been modified, as mentioned above, to target local community
power suppliers and broaden O2’s market, particularly given that the North Carolina
renewable tax credit expired at the end of 2015 and large power utilities like Duke
Energy are moving in to take more control of the marketplace and exert influence

on state policymakers (Keever, 2017).

Only over seven years in operation at this point, UCapture has grown
exponentially in the short period of time since its founding. Several key factors have
enabled that success. As Michaelson says, he did not create or invent anything; rather,
he simply “connected” (Michaelson, 2017). Affiliate marketing and the Internet were
already there, as was the existence of numerous carbon offsets. Browser extensions
and mobile apps were improving. Thus, after trying to find out if anyone else was
already doing it and finding none, he realized the profound need and decided to do
it, although at first in a way that allowed him to continue with his existing finance
job. He simply built a new business model out of what already existed, grabbing
bits and pieces of technology and reconfiguring, slowly and without marketing, by
building relationships. These included the many corporate partners who signed on
to contribute as their purchasing customers specified such to be their preference;

indeed, customers are also enjoined to participate based on these preferences.

Another enabling factor for successful growth and implementation has been
a strategically designed approach through particular universities that also claim a
sustainability agenda as declared in their mission statements. This works by engaging
with them and communicating through and to students and faculty to spread
the word and solicit more membership. The college market at present, moreover,
represents the demographic with the most opportunity for engaging with online
shoppers. New partnerships continue to spring up, including with Loyola University
and Tello, thereby broadening the movement and purchasing scope for offsetting
carbon. Tello, Sprint’s new mobile virtual network operator, announced a new
partnership with UCapture wherein it pledged to contribute the first monthly
payments of its customers toward environmental projects that reduce greenhouse
gas emissions, such as reforestation (PRWeb, 2017). Loyola University declared its
intent to become carbon neutral and reduce the amount of carbon it uses in view

of its ultimate goal of becoming a more sustainable campus; by teaming up with



Creating Sustainable Business: How Does It Happen? 137

UCapture, its Evergreen Campus can now provide a free and easy program that helps
each student to offset their own personal carbon footprint simply by shopping online
with the UCapture app (Scheld, 2017).

In a succession of events at Appalachian State University, the strategic planning
and creation of a sustainability council culminated in the institutionalization of
sustainability and propelling of growth. The university understands how closely tied
sustainability is to its mission and overarching objectives of cultivating knowledge,
stimulating leadership, creating solution-oriented graduates, and embracing
sustainability at the community and global level. Such a strong set of values has
been a significant factor in keeping the sustainability momentum alive on campus. A
hub for the leadership team that is supported by students, therefore, has been vital.

Support from local businesses and the community has also been critical for
successful implementation since ASU’s efforts must be viewed as authentic and
not as greenwashing if everyone is to be enticed to get on board. The surrounding
mountain community also provides uniqueness in that ASU is partnered with and
supported by a number of socially-oriented and sustainable for-profit businesses
whom the university engages with in multiple ways. Some of these entities, such
as Appalachian Mountain Brewery (Appalachian Mountain Brewery, n.d.) and Bald
Guy Brew (Bald Guy Brew, n.d.) as well as not-for-profits such as the FA.R.M. Café
(FA.R.M. Café, n.d.) and Wine To Water (Wine To Water, n.d.), are proud to be part
of a community-wide effort that defines not just an initiative but also a community-
wide identity. Many local businesses, not-for-profits, entrepreneurs, and academics
also come together frequently at events that sponsor the sharing of activities and
information and work to keep everyone stimulated in the ongoing effort to make
sustainability more firmly established across the mountain community. Examples
of these events include the “Business for Good” annual meeting (Appalachian State
University Walker College of Business, n.d.) and the Appalachian Energy Summit
(Appalachian State University, 2018).

It thus appears that certain factors do facilitate and enable progress for
organizational sustainability journeys that wish to stay on track. Most strongly
observed, perhaps, was the significance of relationships built across traditional and
newly defined spectrums that bring resources and ideas together. These include
networking, using technology, forging new types of relationships, and building new

business models for connecting partners and broadening sustainability initiatives



138 Robin T. Byerly

and effects. The evidence shows that there are lessons that can be learned from
strategic alliances, networks, emerging technologies, and information systems
(Starik, Sharma, Egri, & Bunch, 2005) as well as from communities and neighbors.
We also see evidence suggesting that while these firms first embraced sustainability
at a primary level, the outreach broadened over time, suggesting a natural evolution
toward the United Nations’ three-tiered mandate for sustainability as a multi-

dimensional concept.

The combinations of factors that serve to facilitate successful and continuing
sustainability initiatives admittedly vary and represent a somewhat unique synergistic
effect for each case. Several characteristics, however, do appear to provide strong
support for the propositions that eco-innovations, stakeholder engagement, and
strongly committed leadership are highly associated with continuing success in

sustainability implementation, at least in these case examples.

How are these organizations defining and achieving success in sustainability

implementation?

Even though no propositions were developed for predicting sustainability
success, it is interesting to note the varied types of positive outcomes experienced
in these case examples as well as the many ways success was both claimed by
company leaders and well supported by anecdotal evidence, despite success being
assumed initially given the continuity of these companies. Success in sustainability

implementation is clearly a multifaceted phenomenon.

With a focus on both social and environmental sustainability goals as suggested
by the WCED, O2 Energy has been empowered by positive outcomes as it remains
true to its identity. The generation of power from their solar farms—the company
now produces over 200 megawatts of 100% renewable and carbon-free solar energy
(02 EMC, 2015)—prevents the significant environmental degradation that would
have occurred if the same amounts were generated by burning fossil fuels (O2 EMC,
2015). Harmful emissions are offset, no impermeable surfaces, smells, or noises are
created, and their equipment can be removed after 30 years and the land returned
to other uses. Moreover, as part of their commitment to make a positive impact
on the community, the company also launched an educational initiative, working
with K-12 public school systems and community colleges to increase knowledge

and skills relevant to the industry. It also partners with organic farms to maintain



Creating Sustainable Business: How Does It Happen? 139

solar installations using sheep, bees, and other sustainable farming practices, and
provides employment by creating jobs in local areas, offering training and hands-on

experience that lead to improved skill sets.

Successful outcomes for UCapture include a growing network relationship
between firms and customers that fuels momentum toward greater carbon offsets
and support for renewable energy. Companies had to be influenced to buy into this
vision, however, e.g., getting on the right side of history, being socially responsible,
and connecting with online customers in a meaningful way. The business model
offers customers and companies something they cannot do on their own, for
much more value is added when connected to the networked platform. Indeed, as
many customers value companies that embrace sustainability in various ways, this
model makes supporting those firms and taking personal responsibility in doing
so easier and more doable. Offset projects include those directed at renewable
energy, reforestation, and methane capture, and all are certified by third-party
oversight. Over seven million kilograms of carbon have been offset so far, with more
companies and customers joining every day (UCapture, 2019). UCapture is thus
challenged to continue their operations and turn them into a profitable enterprise
after providing support for carbon offset projects, as well as apply the model to all
kinds of consumption. Organization goals include generating more partnerships with
other online-supported models such Uber and OpenTable as well as with restaurants,

events, and business-to-business solutions.

For Appalachian State University, Ball emphasized their outreach initiatives
and administrative leadership as crucial for continuing success. He also touted good
morale in the top team that guides organizational action (Ball, 2017). Students, too,
are excited as service learning opportunities build hope and prove rewarding for
them. ASU’s Team Sunergy, for instance, dedicated itself in 2013 to building a car
that would run on solar energy; today, undergraduate and graduate students from
all backgrounds and majors research and work to build the next generation of solar
vehicle. They have already competed internationally in the Formula Sun Grand Prix,
winning third place in 2016 and second in 2017. Indeed, these are successes that
match the stated university mission of educating and inspiring “doers,” students

who graduate and begin careers with a dedication to finding solutions.

ASU also has several certifications and memberships that maintain their focus on
sustainability (e.g., LEEDS certification for buildings, AASHE Stars ratings, etc.) (Wall,
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2017). Outcomes also include a plethora of new educational programs across campus
that involve both major and minor areas of study; all new construction and renovation
projects dedicated to obtaining LEEDS certification; renewable energy projects on
campus that involve solar, wind, and solar thermal resources; a movement toward zero
waste through thoughtful purchasing, reduced consumption, and increased recycling
and composting; a sustainability film series; the carbon neutral commuter program;
green workplace certification; the annual Appalachian Energy Summit; and millions

of dollars saved in utility costs (Appalachian State University, n.d.).

As emphasized by the Brundtland Report (WCED, 1987), the United Nations
(United Nations General Assembly, 2015), and others, sustainability is holistic and
multidimensional. Its pursuit is not just about energy reduction or a LEED-certified
building; it is a philosophy of life, derived from values, principles, and respect for
the complexity of life on this planet. For companies and organizations, then, the
true pursuit of sustainability means integrating it into everything they do. All this
springs from, and relates to, organizational values and identity.

LESSONS LEARNED

Lessons learned about sustainability motivators, implementation factors,
and outcomes are summarized in Table 1. Motivators include a combination of
extrinsic and intrinsic factors, and while evidence suggests that both are needed,
theory and case examples support the notion that intrinsic motivators remain more
persuasive and truly essential for successful implementation and continuation of
sustainability initiatives. All of the case examples showed flexible navigation through
implementation challenges, and each in its own way made good use of facilitating
factors, the most significant of which was relationship building across many avenues.
Outcomes are indeed multifaceted, and reflect not just the usual rewards but also
an expansion of the initial sustainability energy into drawing others in and forging
new paths. It is also worth noting that these three organizations exemplify a holistic
approach to sustainability in multifaceted forms. While they differ in context and
industry, all of them share several common attributes, most particularly identity and
values, relationships and networking, the use of technology, new business models,

and continued success through reinforcement. These commonly shared factors are
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also highlighted in Table 1, along with other factors that were either more specific

to one organization or posited in the literature.

Identity and Values

The cases in this study show overwhelming support for the importance of self-
identity as an intrinsic motivator. Wilhelm (2014) argues that an organization must
first define sustainability in a way that is both true to its identity and understood
by all stakeholders. An environmental self-identity as such influences behavior
that is consistent over time and motivates through a moral obligation that serves
to promote collective action (Fielding et al., 2008; van der Werff et al., 2013). Each
of these case examples reflects a deep set of values, strong sustainability identity
and commitment, and a history that has served to embed these values over time.
Continuity through challenges or setbacks is thereby driven by the entrenched
values and sustainability identity that initially propelled the organization’s journey.
Indeed, while extrinsic motivators such as tax incentives (O2 Energies), economic
savings (ASU), and technological opportunity (UCapture) do provide some additional
influence, each of these organizations has been influenced the most, as isclaimed and
shown, by a strong sense of values and felt connection to the Earth. Leadership, too,
is significant in each example as values and sustainability identity either began with
company founders or were instigated by institutional leaders. These case examples,
in bringing essential talents, know-how, and resources together, thus reflect an
inspiration to search for better ways as well as a dedication to put that commitment

into action.

Relationships and Networking

It is clear that the pursuit of sustainability is not a do-it-alone endeavor.
Several researchers suggest that companies should focus on interdependencies
between business and society and take collaborative approaches to sustainability
initiatives (Loorbach, van Bakel, Whiteman, & Rotmans, 2010; Svendsen & Laberge,
2005) as many sustainability issues are much too complex and interconnected for
individual firms to solve by themselves. Partnering with other companies through
networking and relationship building can strengthen efforts through collaborative
approaches that bring mutual benefit, provide access to new technologies, or tap

into co-creative power.
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EXTRINSIC MOTIVATION FACTORS

INTRINSIC MOTIVATION FACTORS

Market pressure

Negative externalities
(climate change)

Sponsored incentives

(UN SDGs, certifications, etc.)
Stakeholder concerns
(customers, employees)
Availability of technology

¢ Deeply embedded identity and
values

¢ Leadership that is passionate and
focused, self-assured, and purpose-
driven

e Other influential factors that
drive identity: family geography,
history, and culture

e Timing ¢ Ability to combine relevant skills
IMPLEMENTATION FACTORS
Facilitators Challenges
¢ Relationships, networking ¢ Reconciling with growth and ROI
¢ New and reactive business models e Bureaucratic rigidity, formalization
e Small successes (reinforcement) e Short-term focus
¢ Evolving technology ¢ Changes in organizational

Innovation in putting pieces and
partners together, making new/
non-traditional partnerships, and
bridging the divide between for-
profits and non-profits, businesses,
and other institutions

Leadership that is real and
continuing

Social embeddedness—internal and
external

Metrics—measure and report
everything

Flexibility—readiness to alter or
change

leadership and structure

¢ Changes in extrinsic factors (e.g.,
tax incentives, etc.)

e Multiple bottom lines

¢ Timing and need for early success

OUTCOMES
Intended Other
¢ Achievement of sustainability e Market goodwill
goals: carbon reduction, carbon ¢ Motivated employees
offsets, forest protection, o Satisfied customers
alternative energy, waste reduction, ¢ Community support
L]

educating and leading for the
future

Business model and market success
Profitability

Endurance

Ongoing commitment and

actions—innovation that

produces new solutions/creations

* Lower costs

e New generation of passion and
purpose

e Expansion of sustainability fervor

and action

Table 1: Summary & Lessons Learned: A Model for Creating Sustainable Organizations
(commonly shared factors are emphasized; other factors included were either heavily
specific to one organization or posited in the literature)
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SIMILARITIES 02 EMC | UCapture | ASU
Holistic, dedicated, and with long-term v v v
commitment to sustainability
Visible evidence of leadership, purpose, and v v v
cultural commitment
Clear evidence of sustainability achievement v v v
Continued planning and progress of v v v
sustainability initiatives
Suggested evidence of creative initiatives and v v v
solutions, including technology
DIFFERENCES 02 EMC UCapture ASU
Industry setting | Power generation Carbon offsets Education
Size (revenue,
no. of Medium Small Large
employees)
Provide solar Offer opportunity Advance knowledge

power, create jobs,
and empower

to businesses and
individuals to offset

through research
and scholarship,

communities carbon as well as and prepare
contribute to and students to lead
L support carbon urposeful lives
Qe TE ofggt projects gs eIr)lgaged global
purpose citizens who
understand their
responsibilities
in creating a
sustainable future
for all
Since 2015, Began in 2015; Founded in
growth focused in 2018, growth 1899 and always
on geographical focused on characterized by a
expansion, power | increasing pioneering spirit;
History and production, and | membership & growth focused on
lifecycle networking; offsets; now well- student enrollment,
now well- established with programs of
established a network of over study, and the
25,000 businesses advancement of
and over 20,000 sustainability
members
Use or Solar power Online Renewable energy,
application of | plants development for LEEDS construction
technology affiliate marketing

Table 2: Organizational Case Example Similarities and Differences
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Relationship building is overwhelmingly evident and significant in the three case
settings described above. O2 Energies, for instance, focuses on the communities where
it places its solar farms, integrating the establishment and operation of its projects
with local energy providers, city and state legislators, financiers, neighbors, and
farms, among others. Believing that clean energy should support the sustainability
and health of the community, the company partners with reputable organizations
that share the same goal of improving the local natural and social environment. Its
solar farms provide opportunities for farmers to raise sustainable, grass-fed beef, and
their educational initiative to increase knowledge of renewable energy technology
in cooperation with K-12 public school systems and community colleges remains
to be a positive local impact in each community it serves. Indeed, O2’s continuing
search for better technology and new solar farm opportunities constantly brings new

partners into its sphere of work.

UCapture CEO Michaelson built a business model that relies wholly on
relationships between firms, customers, universities, and renewable energy projects
that are constantly growing in every dimension. The same emphasis can be seen
in the example of Appalachian State University with its network of partners that
includes campus departments, faculty, students, community businesses and non-
profits, events, social justice initiatives, and the larger sphere of sustainability enablers
(e.g., AASHE, Green Building Council, etc.). In each case, a continually growing
network of relationships serves as an essential element for success in sustainability-

oriented actions, identity embeddedness, and keeping the journey alive.

Technology

Moving toward becoming more sustainable means finding more efficient
methods, building better products, and creating cleaner processes, all of which
present technological challenges. Key success factors include basic knowledge and
skills, an understanding of regulation and the ability to lobby, a well-organized
approach to managing and planning costs (Olsen, 2017), a customized set of
technology tools that are tailor-made for the company’s needs, and a system of
review, checkpoints, and roadmaps (Michaelson, 2017; Petala, Wever, Dutilh, &
Brezet, 2010). Technological understanding and inherent skill must, at the most basic
level, attenuate the effort required for sustainability-oriented actions and solutions.
While technological resources can certainly be acquired, each of the firms studied

here began with leaders and organizational support that possessed the scientific
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and technological acumen necessary for sparking the desire to build something.
This, combined with an environmental identity, led to the natural emergence of a

sustainability-focused momentum.

Building and maintaining a sustainability-focused agenda also requires
technological innovation, and potentially across multiple organizational dimensions.
Joel Olsen (Olsen, 2017) cites O2’s constant search for better construction materials
in a bid to reduce the possible environmental impact of solar farms on surrounding
areas, whether these be in the height of solar panels or their required rotation.
Michaelson’s sustainability journey with UCapture has been an incremental search
for technological solutions through electronic connections that are constantly being
reconfigured. Appalachian State’s emphasis on technological progress is evident in
building construction and improvements, energy use on campus, the handling of
food and non-food waste, their interdisciplinary programs of study, the Team Sunergy
initiative, and the Energy Summit, among others. Indeed, Ball declares that ASU’s

sustainability initiatives have forward progress and simply cannot stop (Ball, 2017).

New Business Models

Since the business case for sustainability requires the integration of societal and
environmental matters into the core business of the firm or institution, challenges
present themselves if organizations are not compensated for reducing negative
externalities and/or creating positive ones. Liideke-Freund (2010) posits the notion
that innovative business models can approach value creation in radically new
ways as well as combine with sustainability-oriented business opportunities in
eco-innovation by bridging technological innovations, improving organizational
aspects, and finding new market positions. The overarching idea is to create value
in ways that bring about both private and public benefits; indeed, the case examples
described herein exemplify eco-innovative business model creation or modification

with this fundamental goal in mind.

The example of O2 Energies is that of a business model in flux. Originally
created to take advantage of regulatory incentives in the state of North Carolina and
distribute energy through partnerships with large and established public utilities,
it has recently been altered in response to changing state regulations, a more
competitive positioning of public utilities, new financial and societal opportunities

as municipalities move toward independent energy provision, and the company’s
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dedicated mission of bringing value to communities. The UCapture business model,
on the other hand, is unique in that it was created to seize opportunities available
in networking, affiliate marketing, and internet applications for bringing people
together in the marketplace in new ways to serve eco-interests. As for Appalachian
State University, it has been a pioneer in blending the old with the new to create a
university-wide institutional model in sustainability, gradually providing all areas
of campus infrastructure, activities, and educational programs with a new focus
and form. All these case examples as such indicate that the business model and
its management are significant factors in steering the design, implementation,
change, and control of an organization’s efforts in creating and securing competitive

advantage while at the same time serving the sustainability-oriented mission.

Successes and Reinforcement

One must admit, given the many obstacles that may diminish enthusiasm,
stall efforts, and impede organization-wide support and buy-in, that sustainability
endeavors are often challenged both to get started and to continue. A prominent
takeaway from these case examples, therefore, is the realization that much
of successfully continuing organizational commitment actually springs from
earlier successes that get celebrated and built upon. This reinforces the notion
that sustainability is indeed possible, that organizational actors and actions can
truly make a difference. Indeed, many businesses often begin logically with the
“low hanging fruit” or easy, doable actions like making the switch to low-energy
lightbulbs, reducing wasted standby power and water, improving recycling facilities
in the workplace, moving to eco-friendly cleaning products, replacing outdated
appliances and electronic equipment, installing motion sensors for lighting, going
paperless, and/or reducing business travel (Corbett, 2015). These are all great first
steps to take, yet they may not reflect a holistic approach and should not be the
end goal when it comes to sustainability improvements. They do, however, offer
initial successes and create stepping-stones to greater things if properly couched in

the organization’s mission, structure, leadership, and culture.
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CONCLUSION

The movement toward sustainability has not evolved much despite the more
than 30 years since the publication of the Brundtland Report. Yet while progress
toward a truly sustainable world has been altogether slow, organizations focused
on sustainability can still be created and sustained as evidenced in these three
organizational case examples. To borrow from an old African proverb which states
that it takes a village to raise a child, the evidence suggests that it also takes a
village (or community) to move us toward new behavior and a life focused on
sustainability. Indeed, it is striking to note that a multiplicity and coordination
of players ultimately enabled the organizations in each of these cases to achieve
their sustainability objectives. Characterized by dedicated leadership with strong
environmental identities, technological acumen, and the ability to influence
others, each organizational approach stayed true to the United Nations’ sustainable
development objectives by being holistic and all-encompassing in its values and

efforts to create meaningful outcomes both internally and externally.

Hargreaves and Fink (2006) maintain that for sustainability to succeed it must
matter and endure, that it must spread, not cause harm, and honor the past while
creating the future. These sustainability principles are matched in substance by the
organizational sustainability characteristics outlined above. While each case example
in this study represents different contexts and industries, one can still observe
attributes common among them that appear to motivate and facilitate toward
sustainability success. Indeed, lessons learned from these case examples support the
following traits as essential for moving toward this goal: an environmental identity
and holistic approach accompanied by a strongly embedded set of values and a clear
objective of creating positive social and environmental impact; an appreciation and
reverence for others and community with a focus on embracing and building lasting,
mutually beneficial relationships; a willingness to explore new technologies and
build upon innate resources and knowledge; an eco-innovative approach to creating
and modifying business models that are uniquely designed to connect providers
with customers and generate benefits for all; and dedication to a continued focus
on organizational sustainability and the ability to use successes to fuel that forward

movement.
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ABSTRACT

Entrepreneurship is considered to be one of the engines for transforming our world and
overcoming the diverse nature of global challenges as it promotes sustained, inclusive, and
sustainable economic growth, higher levels of productivity, technological innovation, full and
productive employment, and decent work for all peoples (United Nations, n.d.). Over the last
decade, however, this belief has been shown to be flawed given that the typical start-up is not
innovative, creates only a few jobs, and generates little wealth. Policy makers are increasingly
focusing as such on the so-called scale-ups, or start-ups that have experienced growth of more
than 20% over the last three consecutive years. The general belief is that these companies have
a big impact on the economy, especially in terms of job creation. The purpose of this paper,
then, is to test whether public resources should continue to be devoted to the generation of
new companies or if these should be oriented toward the promotion of high growth companies
that are defined as scale-ups. To accomplish this task, we developed a multisector model based
on Social Accounting Matrices (SAM) to measure this impact of start-ups and scale-ups and
applied it to a regional economy (Andalusia). The results obtained suggest that while scale-
ups have a greater impact on gross domestic product, productive output, and job creation

compared to traditional entrepreneurial activity, this is not large enough to replace the latter.
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INTRODUCTION AND OBJECTIVES

Entrepreneurship can be one of the engines for transforming our world and
overcoming the diverse nature of challenges on a global scale (Apostolopoulos,
Al-Dajani, Holt, Jones, & Newbery, 2018). This idea—that we need entrepreneurial
activity if we want economic growth, innovation, and job creation—is reinforced
by the 17 Sustainable Development Goals (SDGs) that were adopted by all United
Nations member states in 2015, goals that form an urgent call to action by all
countries—both developed and developing—in a global partnership. They recognize
that ending poverty and other forms of deprivation must go hand-in-hand with
strategies that improve health and education, reduce inequality, and spur economic
growth, all while tackling climate change and working to preserve our oceans
and forests. Thus, the eighth of these 17 objectives, “Decent Work and Economic
Growth,” promotes sustained, inclusive, and sustainable economic growth, higher
levels of productivity, technological innovation, full and productive employment,
and decent work for all peoples (United Nations, n.d.). Entrepreneurship should be
encouraged, therefore, since it is one of the ways to create jobs which contribute in

turn to the suppression of forced labour, slavery, and human trafficking.

There are data and studies that support this assertion. Entrepreneurship, for
example, serves as a positive explanation for variations in growth among African
countries (Adusei, 2016) and has made significant contributions to the “mini-
dragon” economies of Indonesia, Malaysia, the Philippines, and Thailand (Maritz,
Le, Masli, de Waal, Verhoeven, & Shieh, 2013). It has also been proven that the Latin
American population is more entrepreneurial than that of Western Europe even
though entrepreneurship is more settled and structured in Western Europe (with
higher income per capita) than in Latin America (Lopes, Antunes, & Rodrigues, 2018).
Research has produced evidence, moreover, that shows farmer entrepreneurship to
be a solution for alleviating rural poverty, thereby suggesting that policymakers
in developing countries should endow rural farmers with entrepreneurial skills
(Naminse & Zhuang, 2018). We can confirm, therefore, that the creation and
development of SMEs is one of the main ways for countries and regions with less
economic development to escape poverty (Cardona, Rada, & Palma, 2017; Lederman,
Messina, Pienknagura, & Rigolini, 2014; Silva, 1982; Zhu, Kara, Chu, & Chu, 2015).

On the other hand, it is generally accepted that a small percentage of companies

can generate large benefits for society. A small group of fast-growing firms, for
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instance, can generate a significant proportion of employment (Henrekson &
Johansson, 2010). For this reason, the so-called high-growth companies are, as
engines of economic growth and employment, increasingly attracting the attention

of researchers and policymakers alike.

The European Commission, for example, specifically mentions in its strategy
Europe 2020 that one of its objectives is “to create the conditions for high growth
SME:s to lead emerging markets and to stimulate ICT innovation across all business
sectors” (European Commission, 2010). Understanding the impact of scale-ups on
the economy, however, is a recent construct, although there are published studies
that have described some of its effects, such as how a small percentage of high-growth
firms is responsible for the net creation of many jobs (Hagen & Zucchella, 2014).

Nevertheless, it is important to note that it is practically impossible to identify
in advance which companies will reach high levels of growth (Daunfeldt, Elert,
& Johansson, 2014). There is also evidence, moreover, that both start-ups and
established businesses have rapid growth potential (Wright, Roper, Hart, & Carter,
2015). For this reason, most efforts in designing public policies have been oriented
toward facilitating conditions that are generally favorable for both the creation of

new businesses and the early stages of business growth.

Policies designed to stimulate business growth, however, are different from
those needed to stimulate the creation of new ventures, even though framework
conditions are theoretically the same for both newly-created and high-growth
firms (Gibb, 1993; Huggins, Morgan, & Williams, 2015). A recent report supported
by Tata Consultancy Services, for example, gathered the opinions of European
entrepreneurs who mentioned that while start-ups had access to business support
as well as capital through many regional funds, support for the scaling up stage was
harder to find (ThinkYoung, 2018). Indeed, one important issue to be considered
is that the amount of financing necessary for a company to grow rapidly is much
greater than that necessary to start it up. High-growth firms in the United States, for
instance, require at least three times more funding compared to what was needed at
the start-up stage (Duruflé, Hellmann, & Wilson, 2017). The problems of start-ups as
such differ from those of scale-ups; as a consequence, the needs of each are different
from the other. They are vulnerable in diverse ways and need special assistance and

programs to support them.
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All this, nevertheless, has led the public sector especially in Europe to take a
special interest in the promotion of so-called scale-ups. The European Commission,
for example, launched the initiative Start-up Europe Partnership, which is aimed at

transforming European start-ups into high-growth companies (Onetti, 2014).

Our research, therefore, aims to address the question regarding which kind of
ventures policymakers should predominantly support—either newly-created ventures
(start-ups) or high-growth firms, specifically scale-ups. It focuses on Andalusia,
Spain’s largest region by number of inhabitants—8,379,248 (IECA, 2018)—and
with an area of 87,268 square kilometers. It lags behind the rest of the country
and the European Union, however, in terms of its economic development. The
unemployment rate, for instance, based on the most recent Active Population Survey,
which corresponds to the third quarter of 2008, was 22.9% (compared to 14.55%
for Spain and 8.1% for the EU) (INE, 2018). This makes it the region with the sixth

highest level of unemployment in Europe.

RANK REGION COUNTRY UNEM;k?EMENT
1 Dytiki Makedonia Greece 29.1%
2 Ciudad Auténoma de Melilla Spain 27.6%
3 Dytiki Ellada Greece 26.3%
4 Extremadura Spain 26.3%
S Mayotte France 25.9%
6 Andalucia Spain 25.5%
7 Ipeiros Greece 24.8%
8 Canarias Spain 23.5%
9 Kentriki Makedonia Greece 22.9%
10 La Réunio France 22.8%

Table 1: Regions with the Highest Unemployment Rates in Europe (Eurostat, 2017)

Andalusia is also the Spanish region with the second highest number of
individuals living below the poverty line. According to the Living Conditions Survey
of the National Institute of Statistics (Instituto Nacional de Estadistica [INE]), 31% of
Andalusians live as such while 55% of households are at serious risk of poverty (INE,
2018). Based on regional accounting, moreover, the GDP per capita of Andalusia
in 2017 was €18,470, which is the second lowest in Spain (INE, 2018). This makes
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Andalusia a region where implementing sound economic development policies is

a key issue.

Bearing in mind the close relationship between entrepreneurship, business
growth, and inclusive and sustainable development, we therefore understand that
our research, which enhances the knowledge of entrepreneurial activity in the
region, can be useful not only for the scientific community but also for the political
and business worlds as well. The study focuses on comparing the economic impact
of new ventures (start-ups) in Andalusia with the potential economic impact of
high-growth companies (scale-ups) in the same region. We aim to prove that there
is greater wealth and job creation in these latter companies and that it is necessary,

therefore, to promote specific economic policies for this kind of venture.

This paper is organized into six sections. In what follows, Section 2, we review
the concepts of start-up and scale-up to delimit the differences between both, and
so that we can have a definition that allows for the measurement of their economic
effects. In Section 3, we present the Social Accounting Matrix methodology that
will allow us to measure these effects. We then develop the model and the scale-up’s
economic impact vector for Andalusia in Section 4, and present the main results
from these estimations in Section 5. Lastly, we discuss our findings and draw some

conclusions in Section 6.

START-UPS VS SCALE-UPS:
CONCEPTUALIZATION AND DELIMITATION

Entrepreneurship is one of the driving forces of economic progress (Kirzner,
Hannah, & Seldon, 1980). No society is capable of progressing in its parameters
of well-being if it does not become sufficiently competitive. It needs to become
innovative as a whole to do this, however, and so needs entrepreneurs to accomplish
such. This fact is confirmed by many examples in different countries such as New
Zealand, Finland, South Africa, Israel, India, and Japan, to name just a few. The
issue of entrepreneurship and the support for small and medium sized enterprises
(SMEs) have therefore been an important part of the economic strategy of national
governments, especially in developed countries (Cadil, Miro$nik, & Rehak, 2017). Tt
has also become a concern in recent years in the field of regional science, particularly

since many of the formulas that have been proposed as solutions to the economic
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crisis have been based on the promotion of entrepreneurship (Doran, McCarthy,
& O’Connor, 2016; Gittell, Sohl, & Tebaldi, 2014), especially given the long-term
relationship between new-firm start-ups and the unemployment rate (Aubry, Bonnet,
& Renou-Maissant, 2015). The evidence firmly suggests, moreover, that policymakers
should launch policies that promote entrepreneurship as a means of boosting

economic activity at the regional level (Hafer, 2013).

Entrepreneurship is also associated with positive values (Lupidfiez, Priede, &
Lopez-Cobzar, 2014) since it usually refers to people with courage and enthusiasm
who embark on the adventure of starting a business and who overcome the problems

that may be encountered along the way (Toril & Valenciano, 2011).

Despite its widespread use, however, the truth is that there is currently no
official or globally accepted definition for the term “entrepreneur.” The debate
on this concept has long been open ever since (Mokaya, Namusonge, & Sikalieh,
2012), with no definitive understanding having been reached as of now. Thus, to
measure entrepreneurship at the regional or industrial level, much of the industrial
organization literature refers to the foundation and emergence of new enterprises (Acs,
Desai, & Hessels, 2008; Audretsch, Kuratko, & Link, 2015; Tran & Santarelli, 2017).

To this end, the Global Entrepreneurship Monitor (GEM)! understands
entrepreneurship to be any attempt at new business or new venture creation that is
carried out by an individual, team of individuals, or established business, such as self-
employment, starting a new business organization, or expanding an existing business
after it has survived for more than three and a half years (Wong, Ho, & Autio, 2005).
This same report also focuses on the phase that combines the stage before the start
of a new venture (nascent entrepreneurship) and the stage directly after the firm
opens (owning-managing a new firm). Taken together, this phase is defined as “Total
Early-Stage Entrepreneurial Activity” (TEA). While some authors have criticized
this name, especially given that business creation statistics could also be driven by

other factors such as changes in legal or tax regulations (Hafer, 2013), and since

"The GEM Project, which is the main global study on entrepreneurship,
was born in 1999 and is led by researchers from London Business School
(U.K)) and Babson College (U.S.A.). Its objective is to assess the level of
entrepreneurial activity in different countries, understand how it evolves over
time, and make comparisons between different nations, all based on empirical
data (Alvarez, Urbano, & Amords, 2014).
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current economic models do not explicitly define and analyze entrepreneurs and
entrepreneurial activity (Reynolds et al., 2005), this scope of the concept is what will
be considered for this study since it allows us to limit entrepreneurial activity to a
specific and measurable number of companies. It is also significant from the legal
point of view, and hence acceptable when defining economic policy instruments

oriented toward this activity.

The evidence of entrepreneurship’s effect on economic growth is far from clear,
however (van Stel, Carree, & Thurik, 2005). The belief in the kindness of this effect
has been flawed as well, particularly given that typical start-ups are actually not
innovative, create few jobs, and generate little wealth (Shane, 2009). There are also
studies noting that the return on investment for start-ups encouragement is poor
(Isenberg & Onyemah, 2016). This has led some authors to assert that focusing
entrepreneurship policy almost exclusively on start-ups favors the quantity of start-

ups at the expense of the quality of scale-ups (Isenberg, 2012).

Public authorities have thus dedicated part of the funds previously allocated
for entrepreneurship toward stimulating “gazelles” or high performance companies
(Stam, Suddle, Hessels, & van Stel, 2006). This high growth ability means that these
firms will probably have a greater impact on both the economy and the generation
of employment, thus posing a challenge to public authorities who inquire about
whether to continue contributing resources to the generation of new ventures (with
the risk that many of them will not survive after 42 months) or focus on encouraging
scale-ups and thereby allow for faster and more sustainable growth over the medium
term (Rodriguez & Macias, 2016).

To address this question, policymakers need to nail down the meaning of the
term “high-growth firm” since public policies need to be oriented toward solving
bounded situations that require definitions to be as objective and concrete as
possible (Cejudo & Michel, 2016). For this reason, therefore, the European Union
has designated the term “scale-up” to refer to the kind of firm that it is interested
in supporting. These companies are conceived of as a type of high-growth firm but

with particular characteristics (da Rosa, de Mello, & Ferreira, 2018).

It is necessary, therefore, that we focus on the meaning of the term “scale-up.”
Unlike with the term “entrepreneur,” there is not much literature about it, due,

among other things, to the relative newness of the concept and its being used mainly
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by European policymakers. The literature as such still refers to these companies as
HGFs (high-growth firms) (Mason, Brown, Hart, & Anyadike-Danes, 2015; Krasniqi
& Desai, 2016; Demir, Wennberg, & McKelvie, 2017, among others).

The usual starting point in defining the term “scale-up” is to identify this kind of
company with those that grow consistently and significantly (Isenberg & Onyemah,
2016). Such growth is quantified by European public authorities who state that any
venture that experiences an average annual growth in employment and turnover
of more than 20% over a period of three consecutive years should be considered
a scale-up (Eurostat, 2017). Different qualifications are then introduced from this
point on—for instance, that a scale-up must have at least ten employees (OECD,
2007) or a turnover of more than five million euros (Jensen, 2017) at the beginning
of the three-year period, or raised funding exceeding one million euros (Mind the
Bridge, 2017). There has been some criticism of these definition restrictions, though,
particularly given that cross-country comparisons might become problematic since
the proportion of small firms and their growth patterns may differ (Daunfeldt,
Johansson, & Halvarsson, 2015) and not all high-growth firms expand in the same

way (Delmar, Davidsson, & Gartner, 2003).

The definition of a scale-up, therefore, focuses on companies that have
experienced significant growth in their size, which is the most reliable and objective
measure of their value and a good approximation, at least indirectly, of how
innovative they are. It is also independent of the company’s activity sector as scale-

ups can occur in any industry (Duruflé et al., 2017).

For the European Commission, the characteristics of scale-ups are as follows
(Mind the Bridge, 2017): they are SMEs

1. usually with less than five years of operating experience;

2. with a verified, operational, and effective business plan, a stable
team, a consolidated cash flow, and a relevant position in the

market of origin;

3. with high but at the same time realistic ambitions, exhibiting
potential for expansion in markets driven by innovation in a broad
sense (with technological, knowledge-based, innovative business

models, etc.);
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4. that want to develop the European Single Market, marketing new
products or services, or innovating on existing ones, to expand
their business beyond national borders and therefore create growth

opportunities; and

5. willing to receive and properly manage the financial support that
is necessary for their expansion (e.g., loans, guarantees, venture

capital, or any other relevant source of financing).

Scale-ups, in addition, are financed differently from start-ups since their capital
needs are much greater. Such financing usually requires large venture equity rounds
(Duruflé et al., 2017) and, as a consequence, the availability of large funds. This is
a challenge for those who need to review and redesign the entire entrepreneurial
ecosystem (Mayer, Micossi, Onado, Pagano, & Polo, 2017), particularly given
that different types of expertise are needed at the scale-up stage. For this reason,
then, policymakers in many countries provide significant capital for the start-
up stage while only a few have ventured into financially supporting scale-ups.
This is particularly relevant in Europe, where funding available for venture capital
investment is five times less than in the United States (€5 billion vs. €26 billion)
(European Commission, 2016), affirming the fact that access to finance is one of the

biggest barriers to scaling up.

It should be noted, however, that the term “scale-up” is associated in some cases
with a specific phase of the development process of a company and/or with a specific
type of firm. A high-tech company, for instance, that is in a stage of development in
which it seeks to grow in terms of market access, income, and number of employees,
and which relies on collaboration with already established companies in doing so,
would therefore be a scale-up in this regard (Onetti, 2014). Companies that have
overcome the launching phase and are in full execution of a previously defined
business model would also be considered accordingly as scale-ups. The term is
thus used to refer to entrepreneurial ventures that are past their initial exploratory
phase, have found their initial product/service offering and market segment, and
are entering a growth phase where they are seeking significant market penetration
(Duruflé et al., 2017).
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METHODOLOGY: INPUT-OUTPUT MODELS AND
SOCIAL ACCOUNTING MATRICES

The relationship between new businesses and economic development is quite
complex. While most studies focus on its effect on employment (Arauzo-Carod,
Solis, & Bofarull, 2008; Doran et al., 2016; Gittell et al., 2014), new firm creation can
have two types of effects on economic development: direct and indirect (Fritsch &
Mueller, 2004). Indicators for regional performance other than simply employment

change should therefore be utilized.

The main problem that arises when assessing the economic impact of
entrepreneurship is that the data used come from a variety of sources (see, for
instance, Cumming, Johan, & Zhang, 2014). Some of the data collection periods,
assumptions, and definitions, therefore, may not align perfectly (Summers, 2015).
Survey research designs, moreover, continue to be the dominant data collection
mode in entrepreneurship research; as such, the need to broaden the variety of data
collection techniques is pointed out in the literature (Martinez, Yang, & Aldrich,
2011; Rogoff, 2012).

The methodology we will use to analyze the economic impact of start-ups in
comparison with that of scale-ups is based on the concept of the Social Accounting
Matrix (SAM). SAMs are matrix presentations of the whole set of economic flows
among agents in a given time period, typically one year, and involve the integration
of social statistics in the system of economic accounts, i.e., the integration of
information provided by Input-Output Tables (IOTs) that show the intersectoral
relationships in economic systems and the relationship among productive structures
and transactions of distribution, accumulation, and use of income by different
institutions (Ferndndez-Macho & Gonzalez, 2004). These models have allowed for
a significant advance in data analysis and modelling, especially with regard to the

analysis of socioeconomic impacts.

The origin of the Social Accounting Matrices is in the attempt to integrate social
statistics with the Input-Output Model of the interdependence of productive sectors,
thereby representing an extension of these models in matrix form (Stone, 1962).
However, given their usefulness for understanding the intersectoral relations of the
economy and the distribution of income, the first SAMs were designed with the

aim of implementing programs that would lead to poverty reduction in developing
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countries. The SAM of Sri Lanka, among others, should be noted for the impetus
given in this field and for its applications, with special reference to the analysis of
multipliers (Pyatt & Round, 1977).

The Input-Output Tables thus show the interdependence of productive
sectors and their relation to final demand. SAMs also incorporate all transactions
between productive factors and final demand components, thereby expanding the
information provided by the input-output tables and completing the circular flow
of rent in a square matrix. The utility of Social Accounting Matrices, as we have
already pointed out, is twofold: they reflect, on the one hand, the situation of an
economy at a moment of time because they describe an economic reality and yet
are very useful, on the other hand, as a database for constructing models (Linear
SAM Models and General Equilibrium Models) that value the socio-economic impact
of different economic policies and demand shocks. This is why a SAM provides
an appropriate framework for analyzing primary socioeconomic matters such as
employment, poverty, growth, income distribution, etc. (Fuentes-Saguar, Vega-
Cervera, & Cardenete, 2017).

Each account in a SAM is represented in a row and in a column. By convention,
the rows show the source of income of the different accounts while the columns
indicate where those revenues are spent in the form of expenses. The values that
appear in the cells are monetary; each non-zero value in a cell reflects a transaction or
monetary flow between two accounts posted in a single record, meaning an expense

for the column and an income for the row.

The structure of SAMs is flexible and can take on different forms depending on
its motivation. If the objective is to analyze a specific sector, for instance, accounts
corresponding to the sectors can be more or less disaggregated. Types of consumers
or taxes can be disaggregated if social or fiscal policies are to be assessed, and the
account of the external sector can be separated into different areas, and even at
the regional level to assess interregional relations. The number of accounts of the
intermediate consumption matrix can also be doubled, thereby distinguishing
between activities and products, and using, in this case, the Tables of Origin and
Destination of the Input-Output Model and thus allowing for secondary productions
(Cardenete & Sancho, 2003). Indeed, there are also matrices in which the order of the

accounts is determined by that part of the system that the user wishes to highlight.
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The level of disaggregation and the order of the different accounts should be
designed according to the model to be built with the SAM and its application, placing
greater emphasis on accounts that will be the objects of analysis or based on their
motivations, e.g., for regional, sectoral, or fiscal analysis, etc. While these are very
flexible models, as has already been mentioned, there is a basic structure that can be
considered to be the standard, although certain rules must be fulfilled so that SAMs
have meaning by themselves and utility as databases. Figure 1 briefly shows this

structure, indicating in shading the part that corresponds to an Input-Output table.
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Figure 1: Abbreviated Structure of a Social Accounting Matrix (authors’ elaboration)

When building a SAM, we must keep in mind that it must be consistent with
national accounts and that it must meet certain identities, particularly given that
the total sum of each row (jobs) must coincide with the total sum of each column
(resources) since the expenses of an account (column) must be covered by its income
(row). The disaggregation of the accounts, moreover, must be made in such a way

that they are homogeneous and clearly distinguishable from each other.

According to their basic structure, SAMs are interpreted as follows: the productive
system generates incomes that come from the sale of its products (both to the
productive system itself in the form of intermediate consumptions and to final
demand) which is remunerated to the productive factors. These incomes form
added value and represent the income of the institutional sectors, which in turn
spend their incomes on the productive sectors and for payment to the institutional
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sectors themselves, generating income for both. The increase in these incomes
thus comes with the increase in production needs, starting the cycle anew. These

interrelationships are shown graphically in Figure 2.
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Figure 2: Circular Income Flows Represented in a Social Accounting Matrix (authors’ elaboration)

SAMs, as mentioned, have their origin in the integration of social statistics with
the Input-Output Model of the interdependence of productive sectors, representing
in a matrix form an extension of these models. In the methodology that we apply
here, the Leontief Model is extended to linear SAM models to evaluate changes
in production, income, or employment in endogenous accounts by means of the
policies that modify these accounts for the productive branches of the Andalusian
economy. These methods are based on obtaining information, according to the
inverse matrices derived from the Leontief and Gosh models applied to SAM, on
the capacity of a sector to expand demand or cost increases, respectively (Defourny
& Thorbecke, 1984; Pyatt & Round, 1979; Stone, 1985).
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Starting from an nxn square matrix, we consider that each row and column
stands for an economic account (including all productive sectors plus accounts for
consumers, government, and capital). This matrix must meet with the accounting
equations of the economy (where total expenditure equals total income) so that
each Yij component of the matrix represents the bilateral flow between account
i and account j. Each column, therefore, shows the total income of column j and
how it is distributed among the different i rows while each row reflects the total
income that row i receives from column j. Consequently, the average expenditure
coefficients (defined as aij where aij= Yij / Yj) determine payments made to account

i for every income unit of j.

From this definition, it is possible to obtain the following:

_yn Yij _yvm m+k =m+k 1

Y=3 ( YI)K =Y+ X aY, e ()
Indexes m and k represent the division of the SAM accounts into endogenous (value
of goods produced, output from activities, payment from factors, and income of
households) and exogenous (public administration, capital variations, and the rest
of the world) accounts (Bellt, 2012). This leads to the division of the nxn matrix into

four submatrices: A__, A _, A, andA .Y andY, on the other hand, show the total

mm’ * "mk’ * “km’
income of the endogenous and exogenous accounts, respectively. Thus, it is possible
to work out the value of Y_fromY_=A__ Y +A_ Y, and then, following the same
procedure as with the Leontief equation, calculate the extended multipliers matrix
from Y _=(I-A Y,) and
M=(-A,_ )' make up the extended multipliers matrix in the SAM. These multipliers

can then be interpreted as the input requirements by unit increases of expenditure

)-,Z, where Z is the vector of exogenous accounts and (A

mm mk

mn

or income in an account (depending on whether columns or rows are considered),
similar to how it is in the so-called inverse Leontief matrix but with the difference
that this matrix reflects the relationship between production, factor income, income

distribution, and final demand.

The methodology is therefore based on the combination of two types of
intersectoral links called Backward Linkages (BL) and Forward Linkages (FL). The
first ones (BL) provide information on the effect of a sector’s increasing demand in
the economy, i.e., where the inputs that a sector requires to increase its production

come from. The FLs, on the other hand, offer information about the effect in other
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sectors of change in the value of primary inputs and, therefore, in the production
of a specific sector, i.e., what is the destination of the production of a sector and to
what extent the variation in its valuation affects the rest.

This model is a clear example of the advantages of SAM analysis over the
traditional input-output approach, particularly given that IOTs do not consider the
interdependencies that are present in the circular flow of income, factors that SAMs
incorporate (Pyatt, 1999). This also allows for assessment of the effects derived from
the circular flow of income (for example, the effect of a change in income on levels
of activity, called induced effects) (Lewis & Thorbecke, 1992).

To carry out this research, a multisectoral model specifically representing the
Andalusian economy was used. A vector calculating the shock that entrepreneurial
(start-up) activity would involve for the economic activity in Andalusia was also
elaborated, along with an estimation of the shock that would suppose for the same
economy if a percentage of these start-ups were to be transformed into scale-ups. An
impact analysis using SIMSIPSAM? software on the production of the economy as
a whole, on the Gross Domestic Product (GDP), and on employment in the region

was also carried out.

DATA

Social Accounting Matrix for Andalusia 2014 (SAMAND14)

Using SAMAND14, the empirical application made using the SAM built for
Andalusia for the year 2014 (Campoy, Cardenete, & Delgado, mimeo, 2016), instead
of appealing directly to the IOT is justified because it enables a more disaggregated
structure of expenditure and income, integrating relationships between institutional
sectors that have been estimated with information from national accounting
systems. In this way, the objective of closing the full economic flow is achieved.

SAM, therefore, is a consistent framework, gathering national income data, product

2SIMSIPSAM stands for Simulation for Social Indicators and Poverty using Social Accounting
Matrices. It is a software tool developed by the World Bank (Parra & Wodon, 2009) based on a
Microsoft Excel application in MATLAB. It can be used to analyze Input-Output and SAM tables,
perform various types of analysis and decomposition, and obtain detailed results and graphs for
different simulations.
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accounts, and an Input-Output table, one that also reflects monetary flows between

institutions.

SAMAND was built from the symmetric tables of the last Input-Output
Framework for Andalusia in 2010 (MIOAN103) as published by the Institute of
Statistics and Cartography of Andalusia (IECA) and updated for 2014. Since goods
and services accounts have been joined together with production accounts in the
SAMAND14, a table with the same level of detail by rows and columns was required.
MIOAN10 was thus chosen because it is the only table that introduces homogeneous
branches in rows and columns. Nevertheless, while most of the information was built
in from this table, other statistical sources, such as the Spanish Regional Accountancy
published by the Spanish National Institute of Statistics (INE), were also used to

complete the information.

Referring to the degree of disaggregation by activity sector of the matrix,
SAMAND14 works with a matrix divided into 37 accounts for productive sectors,
two for productive factors (labor and capital), one for savings/investment, and
seven additional accounts for institutional sectors, included among which are the
consumer, Public Administration, different taxes considered, and Foreign Sector
accounts. This structure is based on the last one published by IECA (Cardenete,
Fuentes, Mainar, & Rodriguez-Morilla, 2015) as shown in Table 2.

PRODUCTIVE SECTORS
1 | Agriculture, forestry, and fishing
2 | Extractive industries
3 | Food, beverage, and tobacco industries
4 | Textile industry, garment manufacturing, leather and footwear industry
5 | Wood and cork industry, paper industry and graphic arts
6 | Oil refining and treatment of nuclear waste
7 | Chemical industry
8 | Manufacture of pharmaceutical products
9 | Manufacture of rubber and plastics products and other non-metallic mineral products
10 | Metallurgy and metal products manufacturing, except machinery and equipment
11 | Manufacture of computer, electronic, and optical products
12 | Manufacture of electrical equipment and materials

SMIOAN10 stands for Marco Input-Output en Andalucia 2010.
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PRODUCTIVE SECTORS

13

Manufacture of machinery and equipment

14

Manufacture of transport equipment

15

Furniture manufacturing; Other manufacturing industries and repair and
installation of machinery and equipment

16 | Electricity, gas, steam, and air conditioning supply

17 | Water supply; Sanitation, waste management, and decontamination activities
18 | Building

19 | Wholesale and retail; Repair of motor vehicles and motorcycles

20 | Tourism

21 | Storage, transport, and communications activities

22

Publishing, audio visual, and broadcasting activities

23

Telecommunications

24

Programming, consultancy, and other activities related to information
technology; Information services

25

Financial, insurance, and auxiliary services

26

Legal and accounting activities; Business management consultancy activities;
Architectural and engineering technical services

27

Research and development

28

Advertising and market research; Other professional, scientific, and technical
activities; Veterinary activities

29 | Activities related to employment
30 | Security and research activities; Services to buildings and gardening activities
31 | Office administrative activities and other activities auxiliary to enterprises
32 | Public administration and defence
33 | Education
34 | Health activities
35 | Social service activities
36 | Other services
37 Activities of housgholds as employers of domestic personnel or as producers
of goods and services for their own use
INSTITUTIONAL SECTORS
38 | Labour
39 | Capital
40 | Consumption
41 | Social security contributions paid by employers

42

Indirect taxes
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INSTITUTIONAL SECTORS

43 | Direct taxes

44 | Social security contributions paid by employees
45 | Public sector

46 | Savings/investment

47 | Foreign sector

Table 2: Structure of SAMAND14 (Campoy et al., 2016)

Entrepreneurial Activity and Scale-ups in Andalusia in 2014

Our starting point in estimating entrepreneurial activity in Andalusia for 2014
was to determine the number of start-up companies in the region, considering both
those recently created and those already at three years old in accordance with the
TEA rate (Cardenete & Garcia-Tapial, 2018). As such, we have

Eac = EHC + Enu (2)

where E__ is the total number of start-up companies, E__is the total number of new

firms for one year, and E_ is the number of companies that are up to three years old.

We then estimated the productive output associated with these companies.
Given the clear relationship between productivity and the age of a firm (De Kok, Fris,
& Brouwer, 2006), that the productivity level of start-ups is lower than the average
productivity of their sector (Jensen, McGuckin, & Stiroh, 2001), and that productivity
increases as the size of the company increases (Taymaz, 2005), we assumed that 75%
of the output of each productive sector corresponds to companies with more than 20
employees and 25% to companies with fewer than 20 employees. This is because the
productivity of large companies (those with more than 1,000 employees) in Spain
is at least three times higher than the productivity of companies with fewer than 20
employees (INE, 2013). As such, we have

0,=0,%0.25 3)

with O being the total productive output for companies with fewer than 20

employees and O, being the total output for the productive sector.
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Lastly, given that 98% of Andalusian companies have 20 or fewer employees
(IECA, 2019), we considered it to be 98% probable that start-ups will have fewer than
20 employees and that their productivity will match those kinds of firms as a result.

The output of start-up companies, therefore, is as follows:
0,=XO,x(E,/E) 4)

where O, is the productive output for start-ups and E_ is the number of companies

with fewer than 20 employees.

The productive output vector corresponding to start-ups in Andalusia for 2014
was thus obtained based on these calculations and used to estimate the economic

impact of these companies as shown in Table 3.

PRODUCTIVE SECTORS O,
Extractive industries 19.240,56 €
Food, beverage, and tobacco industries 555.375,88 €
Textile industry, garment manufacturing, leather and footwear industry | 74.092,38 €
Wood and cork industry, paper industry and graphic arts 774.562,63 €
Chemical industry 22.326,43 €
Manufacture of pharmaceutical products 171.593,32 €
ngﬁfiic;lirg;g f;lfggfl ?gd plastics products and other non- 245.400,86 €
Metallurgy and metal products manufacturing, except
machinery and equipment 15.607,11 €
Manufacture of computer, electronic, and optical products 70.477,48 €
Manufacture of electrical equipment and materials 30.557,10 €
Manufacture of machinery and equipment 115.887,63 €
Manufacture of transport equipment 82.739,31 €
Furniture manufacturing; Other manufacturing industries and
repair and installation of machinery and equipment 515.516,32 €
Electricity, gas, steam, and air conditioning supply 3.485,18 €
i 1 mansgement, and 19420985
Building 1.334.895,50 €
Wholesale and retail; Repair of motor vehicles and motorcycles | 3.545.028,98 €
Tourism 299.007,92 €
Storage, transport, and communications activities 63.980,52 €
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PRODUCTIVE SECTORS

OAE

Publishing, audio visual, and broadcasting activities

276.471,77 €

Telecommunications

138.660,28 €

Programming, consultancy, and other activities related to

gardening activities

information technology; Information services 755.392,02 €
Financial, insurance, and auxiliary services 453.389,91 €
Legal and accounting activities; Business management
consultancy activities; Architectural and engineering 35.981,81 €
technical services
Research and development 109.809,44 €
Advertising and market research; Other professional, scientific,

: i . L 32.190,29 €
and technical activities; Veterinary activities
Activities related to employment 215.490,43 €
Security and research activities; Services to buildings and 80.121,98 €

Office administrative activities and other activities auxiliary
to enterprises

1.412.882,19 €

Education 786.353,94 €
Health activities 680.746,23 €
Social service activities 125.517,03 €
Other services 257.286,66 €

TOTAL

14.094.438,94 €

Table 3: Productive Output for Start-ups in Andalusia in 2014 (thousands of euros;
authors’ elaboration using data from SAMAND14, INE, and IECA)

Given this productive output consequence of start-up activity, we chose to work
with the following three hypotheses.

Hypothesis 1: Start-up companies have a greater impact on the regional economy than
do start-ups that become scale-ups.

We first attempted to show that the creation of “traditional” new ventures has a
greater effect on the economy than do scale-ups despite the benefits of the latter. To
do so, the impact that scale-ups would have on the Andalusian economy in terms of
GDP, productive output, and job creation if 10% of start-ups would transform into
scale-ups (and therefore increase their turnover by 20% for three consecutive years)
was calculated; such an impact was then compared with the impact that start-up

companies have as a whole. We regarded this as a reasonable percentage with which
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to compare both sets of companies considering that there is no evidence of a country
where scale-ups account for more than 10% of companies. In the Netherlands, for
example, only 5-6% of companies are scale-ups, and that proportion increased to
only 7% in 2018 (Jensen, 2019). In the United Kingdom, they represent 7% of all
start-ups, with an average annualised growth rate of 9.3% between 2013 and 2016
(ScaleUp Institute, 2019).

Hypothesis 2: The effort required to make the economic impact of scale-ups comparable

to that of start-ups is very large.

We also attempted to prove that the number of start-ups that would have to
become scale-ups to produce economic impact comparable to start-ups alone is so
high that supporting a public policy strategy focused only on scale-ups instead of
on start-ups would be unrealistic, particularly because the results would never be
the same in terms of economic impact, at least in the short term. To do this, we
calculated what percentage of start-ups needs to be transformed into scale-ups such
that their economic impact would become similar to that which occurs right now
with start-up activity alone.

This hypothesis is especially relevant for analyzing policy decisions as it is easier
for a venture to become a scale-up in its first years rather than remain a start-up as
it grows. Scale-ups are more readily found, therefore, among small firms rather than
in medium or large-sized companies (da Rosa et al., 2018; Isenberg, 2012; Isenberg
& Onyemah, 2016).

Hpypothesis 3: The impact of start-ups on the economy is similar to that of scale-ups.

Lastly, we attempted to explain how the effects of start-ups are similar to those of
scale-ups (regardless of when they were established). To that end, we calculated the
effects on the economy if 2% and 5% of the total companies in each activity sector

became scale-ups, and then compared these to the effect of start-ups.

IMPACT ANALYSIS AND RESULTS

As a starting point for all these hypotheses, we estimated the economic impact

of start-ups in Andalusia in 2014 based on the demand shock that these companies
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produced on the regional economy. This shock is due to the productive output
associated with their activity (O,;), distributed according to productive sectors, as
shown in Table 3.

To test our first hypothesis, i.e., what would happen if 10% of start-ups in
Andalusia were transformed into scale-ups, we needed to know the productive
output vector of these companies for 2014. We thus calculated how many firms
corresponded to 10% of start-up companies, what their average turnover would be
(according to productivity sector and based on productivity information provided
by the INE), and what their turnover at the end of the third year would be if they
were to act as a scale-up (i.e., with a 20% increase in turnover every year). The result

is the productive output vector shown in Table 4.

PRODUCTIVE SECTORS Og,
Extractive industries 3.324,77 €
Food, beverage, and tobacco industries 95.968,95 €
Textile in.dustry, garment manufacturing, leather and 12.803,16 €
footwear industry
Wood and cork industry, paper industry and graphic arts 133.844,42 €
Chemical industry 3.858,01 €
Manufacture of pharmaceutical products 29.651,33 €
Manuf.actu.re of rubber and plastics products and other non- 42.405,27 €
metallic mineral products
Metallurgy and metal products manufacturing, except
. : 2.696,91 €

machinery and equipment
Manufacture of computer, electronic, and optical products 12.178,51 €
Manufacture of electrical equipment and materials 5.280,27 €
Manufacture of machinery and equipment 20.025,38 €
Manufacture of transport equipment 14.297,35 €
Furniture manufacturing; Other manufacturing industries and

) : . . . 89.081,22 €
repair and installation of machinery and equipment
Electricity, gas, steam, and air conditioning supply 602,24 €
Water supply; .Sanltat.lo.n., waste management, and 137.267,11 €
decontamination activities
Building 230.669,94 €
Wholesale and retail; Repair of motor vehicles and motorcycles | 612.581,01 €
Tourism 51.668,57 €
Storage, transport, and communications activities 11.055,83 €
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PRODUCTIVE SECTORS O,
Publishing, audio visual, and broadcasting activities 47.774,32 €
Telecommunications 23.960,50 €
Programming, consultancy, and other activities related to
. . . . 130.531,74 €
information technology; Information services
Financial, insurance, and auxiliary services 78.345,78 €
Legal and accounting activities; Business management consultancy 6.217.66 €
activities; Architectural and engineering technical services : ’
Research and development 18.975,07 €
Advertising and market research; Other professional, scientific,
: R . L 5.562,48 €
and technical activities; Veterinary activities
Activities related to employment 37.236,75 €
Secunty and r'es'e;'irch activities; Services to buildings and 13.845,08 €
gardening activities
Office administrative activities and other activities auxiliary to enterprises | 244.146,04 €
Education 135.881,96 €
Health activities 117.632,95 €
Social service activities 21.689,34 €
Other services 44.459,13 €
TOTAL 2.435.519,05 €

Table 4: Productive Output if 10% of Start-ups Turned into Scale-ups, 2014 (thousands
of euros; authors’ elaboration based on data from SAMAND14, INE, and IECA)

Table 5 shows the results obtained in terms of total production (productive
output) and regional GDP. The increase in demand generated by the activity of start-
ups had positive effects both on total production and on regional GDP, involving an
average increase in the regional economy of 10.84% in terms of total production and
11.11% in terms of GDP. The effect resulting from the potential activity of scale-ups,
however, assuming that these were 10% of start-ups, was only 1.87% out of the total

production increase and 1.92% out of the regional GDP increase.

INCREASE FOR INCREASE FOR SCALE-UPS
START-UPS (IF 10% OF START-UPS)
Total Production 10.84% 1.87%
Regional GDP 11.11% 1.92%

Table 5: Effects on Total Production and Regional GDP (authors’ elaboration)
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In terms of global economic impact, the demand shock derived from the activity
of start-ups translated into an increase of €28,415,791 in Andalusian production
and €15,991,762.73 for the regional GDP for 2014. The demand shock derived from
the activity of potential scale-ups under our hypothesis, on the other hand, would
result in an increase of €4,910,248.79 in Andalusian production and €2,763,376.60
for regional GDP for 2014. These results support our first hypothesis, i.e., that the
activity of start-ups as a whole has a greater impact on the regional economy than
that of scale-ups under the assumption that these latter are only 10% of the total
number of start-ups. This finding is important, particularly given that some authors
over the last years have argued that a very small number of high-growth ventures
may be sufficient to generate almost all of the social and economic benefits of

entrepreneurship (Isenberg, 2012).

With regard to our second hypothesis, we calculated the percentage of start-up
companies that needed to transform into scale-ups for their economic impact to be
the same as that currently enjoyed by start-ups, namely, an average increase in the
regional economy of 10.84% in terms of total production and 11.11% in terms of
GDP. The result showed that 58% of start-ups needed to transform into scale-ups in
their first three years of life. This data thus confirms our second working hypothesis,
i.e., that a very large effort is required to have the activity of scale-ups generate the

same impact that start-ups currently have.

To test our third hypothesis, we estimated what the productive output per
activity sector would be if 2% of the ventures in them increased their turnover by
20% every year for three consecutive years (i.e., 2% of the ventures became scale-ups).
This was in consideration of the fact that scale-up companies account for around 1%
of all registered business organizations worldwide (Isenberg, 2012) and for around
2% of registered businesses in the United States, considered to be the country with
a higher percentage of scale-ups (Clayton, Sadeghi, Spletzer, & Talan, 2013). What
would happen, in addition, if the same occurred with 5% of the ventures in each

activity sector? The resulting productive output vectors are shown in Table 6.
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PRODUCTIVE SECTORS Osus Oqs
Extractive industries 22.181,82 € 55.454,54 €
Food, beverage, and tobacco industries 634.146,27 € 1.585.365,68 €
Textile industry, garment manufacturing, 39.708,92 € 99.272,30 €
leather and footwear industry

Wood' and cork industry, paper industry and 584.551,99 € 1.461.379,97 €
graphic arts

Chemical industry 16.183,58 € 40.458,96 €
Manufacture of pharmaceutical products 89.665,61 € 224.164,02 €
Manufacture of rubbe.r anq plastics products 27541463 € 688.536,56 €
and other non-metallic mineral products

Metallurgy and metal products manufacturing,

except machinery and equipment 11.205,77 € 28.014,42 €
Mapufacture of computer, electronic, and 42,044 49 € 105.111,22 €
optical products

Manufacture of electrical equipment and materials | 24.211,15 € 60.527,87 €
Manufacture of machinery and equipment 118.441,89 € 296.104,72 €
Manufacture of transport equipment 76.794,43 € 191.986,07 €
Furniture manufacturing; Other

manufacturing industries and repair and 343.601,26 € 859.003,14 €
installation of machinery and equipment

Electricity, gas, steam, and air conditioning supply | 111.968,28 € 279.920,71 €
Water supply; Sanitation, waste management, and

decontamination activities 697.408,95 € 1.743.522,36 €
Building 928.819,87 € 2.322.049,68 €

Wholesale and retail; Repair of motor
vehicles and motorcycles

1.864.666,28 €

4.661.665,69 €

Tourism 169.640,11 € 424.100,28 €
Storage, transport, and communications activities | 39.936,29 € 99.840,73 €
Publishing, audio visual, and broadcasting activities | 134.723,00 € 336.807,50 €
Telecommunications 45.897,44 € 114.743,61 €
Programming, consultancy, and other

activities related to information technology; | 272.483,62 € 681.209,05 €
Information services

Financial, insurance, and auxiliary services 244.431,99 € 611.079,98 €
Legal and accounting activities; Business

management consultancy activities; 29.781,01 € 74.452,52 €
Architectural and engineering technical services

Research and development 48.705,68 € 121.764,21 €
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PRODUCTIVE SECTORS Osus Oqs
Advertising and market research; Other

professional, scientific, and technical 13.200,68 € 33.001,69 €
activities; Veterinary activities

Activities related to employment 82.971,31 € 207.428,27 €
Security and research activities; Services to 41.972,91 € 104.932,28 €

buildings and gardening activities

Office administrative activities and other

L . : 519.072,68 € 1.297.681,69 €
activities auxiliary to enterprises

Education 347.512,79 € 868.781,98 €
Health activities 366.240,06 € 915.600,15 €
Social service activities 111.759,47 € 279.398,68 €
Other services 120.577,01 € 301.442,52 €
TOTAL 8.469.921,23 € | 21.174.803,07 €

Table 6: Productive Output if 2% and 5% of Start-Ups Turned Into Scale-Ups in 2014
(thousands of euros; authors’ elaboration based on data from SAMAND 14, INE, and IECA)

Table 7 shows the impact of these output vectors in terms of total production
(productive output) and regional GDP, along with how they compare with the effect
of start-up activity. If 2% of companies became scale-ups, the economic impact would
be less than that of start-up firms; however, if 5% of companies became scale-ups,

their economic effect would be higher than that of start-ups.

INCREASE FOR INCREASE IF X% OF COMPANIES BECAME SCALE-UPS
START-UPS 2% 5%
Total Production 10.84% 6.21% 15.66%
Regional GDP 11.11% 6.35% 15.97%

Table 7: Effects on Total Production and Regional GDP (authors’ elaboration)

It is also interesting to note the effect of start-up activity on employment
creation and compare it with what would happen if 2% and 5% of companies

became scale-ups. These results are shown in Table 8.
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INCREASE IF X% OF

INCREASE COMPANIES BECAME
PRODUCTIVE SECTORS FOR START- SCALE-UPS (%)
UPS (%) 2% 5%
Agriculture, forestry, and fishing 6,303 3,966 9,972
Extractive industries 357 315 790
Food, beverage, and tobacco industries 4,509 3,586 8,997
ol ey, e g | 1509 | w5 | 2005
;\rf;)g}clli?;lt Scork industry, paper industry and 910 647 1,618
Oil refining and treatment of nuclear waste 156 89 224
Chemical industry 4,343 2,826 7,087
Manufacture of pharmaceutical products 116 61 153
Manufacture of rubber and plastics products 746 795 1813

and other non-metallic mineral products

Metallurgy and metal products manufacturing,

. . 17,678 12,455 | 31,179
except machinery and equipment

Manufacture of computer, electronic, and

optical products 277 151 377
Manu.facture of electrical equipment and 597 404 1011
materials

Manufacture of machinery and equipment 307 278 696
Manufacture of transport equipment 966 728 1,824

Furniture manufacturing; Other manufacturing
industries and repair and installation of 1,831 1,198 2,997
machinery and equipment

Electricity, gas, steam, and air conditioning supply 1,390 979 2,461

Water supply; Sanitation, waste management,

and decontamination activities 1,185 76 2,443

Building 8,258 5,677 14,197

Wholesale and retail; Repair of motor vehicles

49,556 26,707 | 66,955
and motorcycles

Tourism 321,368 |179,780 | 452,860
Storage, transport, and communications activities 6,156 3,498 8,781
Publishing, audio visual, and broadcasting activities 1,094 544 1,362
Telecommunications 3,671 1,732 4,351
Programming, consultancy, and other

activities related to information technology; 2,081 772 1,929

Information services
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INCREASE IF X% OF

INCREASE COMPANIES BECAME
PRODUCTIVE SECTORS FOR START- SCALE-UPS (%)
UPS (%) 29, 5%

Financial, insurance, and auxiliary services 12,755 7,056 17,718
Legal and accounting activities; Business
management consultancy activities; 29,661 17,662 | 44,275
Architectural and engineering technical services
Research and development 1,195 530 1,325

Advertising and market research; Other
professional, scientific, and technical activities; 13,575 7,019 17,598
Veterinary activities

Activities related to employment 1,261 515 1,288

Security and research activities; Services to
buildings and gardening activities

30,188 16,374 | 41,085

Office administrative activities and other

s s . 3,365 1,279 3,198
activities auxiliary to enterprises

Education 18,379 8,391 21,004
Health activities 11,406 6,192 15,509
Social service activities 3,518 2,787 6,981
Other services 27,727 14,176 | 35,590
Activities of households as employers of

domestic personnel or as producers of goods 14,659 8,216 36,949
and services for their own use

TOTAL 603,051 | 339,124 | 868,692

Table 8: Employment Creation (authors’ elaboration based on 2014 data from SAMAND 14,
INE, and IECA)

Once again, while the impact on employment is higher for start-up activities than
it would be if 2% of companies in each activity sector became scale-ups, it is smaller
for start-up activities if said percentage is increased to 5%.

CONCLUSIONS

The importance of entrepreneurship as a driving force for economic activity and
as a source of employment has already been recognized by the academic community
as well as by the political and business world. This value has increased in recent years,
moreover, due to the global economic crisis and the need to generate employment,

something which entrepreneurship contributes to by generating jobs for both the
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entrepreneur and the people whom she or he hires, as this research shows. Public
institutions and policymakers, however, have long been debating the importance
of supporting scale-ups instead of start-ups, especially given the former’s supposed
impact on the economy and employment generation. The challenge that these
institutions face is to ask themselves whether to continue giving resources to new
ventures (with the risk that many start-ups do not last beyond five years) or start

focusing on companies that have already demonstrated a basis for continued growth.

In this light, our research study compared the economic impact of start-ups
with the potential economic impact of scale-ups. The results showed that although
scale-ups have proportionally greater economic impact, the risk of ceasing support
for start-up companies and shifting focus to scale-ups is high given the probability
that scale-ups as a whole will not have enough economic impact to replace that
generated by new ventures. Such a decision will probably do the economy more

harm than good.

Supporting scale-ups, moreover, does not guarantee a better survival rate for
companies during an economic crisis. Resilience has usually been related to a
company’s organizational structure, financial capacity (Vargo & Seville, 2011),
relationship with the market (Sabatino, 2016), and, above all, ability to innovate
(Salavou, Baltas, & Lioukas, 2004). Resilience factors can also vary on many
occasions depending on a firm'’s sector of activity (Starr, Newfrock, & Delurey,
2003). Indeed, among the few studies that relate company growth with resiliency,
no evidence has been found indicating that high growth increases a firm'’s chances
of survival (Holzl, 2014).

Despite all these facts, however, the impact of total start-up activity on both
production and employment would be equalized if a number of companies—between
2% and 5%, including both start-ups and already established firms—became scale-
ups. This evidence supports the current trend among policymakers to stimulate

scale-ups to the same extent as is done for entrepreneurship.

We believe, though, that remaining a scale-up is an enormous challenge for
companies. The difficulties can be explained easily by comparing percentage growth
criteria wherein high growth is defined relative to the firm’s turnover in the previous
period. In this sense, it is much easier for a company to become a scale-up in its

early days than it is to remain one throughout its existence (Isenberg & Onyemah,
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2016). In fact, some studies show that surviving high-growth firms are characterized

by negative future growth rates (Erhardt, 2018).

Growth is a challenge as well for Andalusian SMEs. The region suffered the effects
of the economic recession of 2008-2013 with more intensity compared to the rest of
Europe, and its recovery has been less than stellar due to some differentiating local
factors such as the low social relevance of being an entrepreneur, the asymmetric
effects of the welfare state, and the role of the public administration which takes
the center stage away from private initiative (Ferraro & Mesa, 2016). Employers, in
addition, consider the regulatory framework of most economic sectors as always
changing and unclear (Pérez, 2018). As a result of this, the main barriers to growth
for small Andalusian enterprises are the submerged economy and three interrrelated
factors: the dispersion of regulations existing in Spain, taxation, and the distortion of
the market unit, all of which are the consequences of having different regulations in
different parts of the country. The weakness of domestic demand, moreover, is also a
factor that negatively influences the growth process (Garcia-Tapial & Crespo, 2017).

There are some limitations to our research, however. First, the concept of
entrepreneurs associated with venture creation cannot be used in developing
countries due to the prevalence of informal entrepreneurship in those regions
(Williams, Martinez-Perez, & Kedir, 2017). Not all these business ventures register
and declare some or all of their production and/or sales to the authorities, making
it impossible to obtain actual facts on entrepreneurial activity. Second, our research
does not take into account firm size in terms of turnover prior to its growth, although
studies have consistently found that growth is systemically related to the age and
size of a firm (Choi, Rupasingha, Robertson, & Leigh, 2017). As previously noted,
this has led some authors to establish a minimum turnover threshold for a company

to be considered a scale-up (Jensen, 2017).

This paper also notes two new possible lines of development for future
research. On the one hand, it would be interesting to expand the investigation
into determining the actual importance of scale-ups in a regional economy as a
whole, particularly since there are hardly any statistics that reflect the percentage of
companies existing in a country or region that can be considered as scale-ups (due
to, among other reasons, there being still no consensus regarding the definition

of such). On the other hand, it would also be necessary to work on factors that
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stimulate a start-up to become a scale-up, especially given that public policies related
to entrepreneurship should be oriented toward favoring these factors alongside the
promotion of start-ups. Scaling-up is a concept that has come to stay in the field
of entrepreneurship; the challenge is to balance it with traditional start-up activity.
Lastly, there are only a few studies that analyze the cost of developing a scale-up
vs. that of developing a start-up and which are intended for use by policymakers.
Current data collection efforts are incomplete and unbalanced, making any research

on this topic very valuable indeed (Hellmann & Kavadias, 2016).

Policymakers can employ three broad approaches to stimulate an entrepreneurial
environment (Wilson & Silva, 2013). First, they can set the regulatory framework that
defines the broad parameters of economic activity (e.g., rule of law, macro-economic
stability, regulation, taxation, etc.). The European Commision, for instance, is
promoting initiatives for the creation of an environment that is conducive to
innovation and entrepreneurship among its member states (European Commission,
2016). Second, governments can use public policies to stimulate the demand side,
thereby promoting entrepreneurship and encouraging innovation. This is because
most public programmes are currently focused on younger and smaller companies
and are thus inappropriate for addressing the needs of scale-ups (Hellmann &
Kavadias, 2016). Lastly, governments can also use public policies to stimulate
the supply side, thereby fostering investments into entrepreneurial companies
themselves. The Organisation for Economic Co-operation and Development
(OECD), for example, recommends that, “given the increasing reliance on public
sector funding in the seed and early stage market, more emphasis should be put on
initiatives to attract institutional investors as well as on various equity risk-sharing
arrangements between public and private investors” (Wilson & Silva, 2013). Taking
into consideration the growing importance of scale-ups, then, these three areas

should thus be reconsidered and formulated.

The overall challenge for public authorities at present is to use scarce public
resources in a profitable and intelligent manner. This means that policies need to
be designed for economic impact on short-term development in addition to having
medium and long-term vision. It is necessary, therefore, to implement economic
strategies at the regional level that foster the creation of companies (start-ups) and
which also have policies aimed at the rapid growth of ventures (scale-ups). A simple

metaphor to describe this phenomenon, the term scale-up evokes growth and allows
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the modulation of entrepreneurially-oriented policies. At the end of the day, there

truly is no entrepreneurship without growth.
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El movimiento de desinversiéon de combustibles fésiles encabezado por los estudiantes urge a
las universidades a eliminar las inversiones en las empresas de combustibles fésiles de la cartera
de los “endowments” (dotacién) para inspirar reducciones en las emisiones de carbono y ayudar
a controlar el cambio climético. Este articulo explora el movimiento en las universidades
jesuitas en los EEUU a través de documentar el tamafio de su dotacion, el estado actual de la
desinversion y la justificacion a favor o en contra de la desinversion. Estas instituciones tenian
un total de 13,8 mil millones de délares estadounidenses en sus fondos, haciendo que sus

decisiones de inversidn sean relevantes y pertinentes.

El articulo examina en general la alineacion de las acciones de inversién con los compromisos
de las universidades jesuitas con la administracion ambiental y la justicia social como se
expresa en sus declaraciones de misién y la enciclica Laudato Si’ del Papa Francisco. Dos de las
27 universidades jesuitas de los EEUU, a saber, Georgetown y la Universidad de Seattle, ya se
han comprometido al movimiento en abril de 2020. Después de tener en cuenta los campus
filiales, esto representa un compromiso del 13,3% entre todas las universidades jesuitas en
EEUU, que es perceptiblemente mas alto que la tasa de desinversion de 4,12% entre todas las
universidades privadas con carreras de 4 afios en los Estados Unidos.

Se contacto a cada una de las 27 universidades jesuitas en los EEUU para verificar el tamafio de

su dotacion financiera, el estado de desinversion, asi como su postura ante la desinversion de
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fosiles combustibles. Las 13 que respondieron manifestaron su compromiso con la proteccién
del medio ambiente y la sostenibilidad, y algunas informaron su justificaciéon a favor o en contra
de la desinversion. Los resultados muestran que las estrategias de inversion de las universidades
jesuitas son un trabajo en progreso y es probable que se desarrollen a medida que se alinean

con su identidad y misién catélica y jesuita comunes.

Ademads, las razones expuestas para decidir en contra de la desinversién son consistentes con
la literatura previa. Un segundo articulo en este nimero de la Journal of Management for Global
Sustainability estudia estas razonas de manera detallada y amplia el tema de la desinversion

abarcando otras organizaciones.

Palabras clave: inversiones de universidades jesuitas; desinversién de empresas de fosiles
combustibles; dotacién libre de combustibles fésiles; inversiones socialmente responsables en
educacion superior; justicia ambiental y ética; Laudato Si’
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Este articulo investiga las perspectivas que se han propuesto a favor o en contra de la
desinversion de fosiles combustibles, prestando mas atencién a las decisiones que hacen las
universidades en cuanto a las inversiones de su dotacién. Los argumentos que se han presentado
en contra de la desinversién incluyen su rendimiento financiero supuestamente més bajo, la
falta de control directo sobre las inversiones, la dependencia a los asesores financieros, los altos
costos de transaccion, la necesidad de fondos de indice de mercado que incluyen las existencias
de empresas de combustibles fésiles y el deber fiduciario de la institucién para aumentar los
rendimientos. Por otro lado, los argumentos a favor de la desinversion incluyen la rentabilidad
satisfactoria de carteras financieras libres de combustibles f6siles, la reduccién de riesgos, la
sobrevaloracién de las empresas de combustibles fésiles, la mejor diversificacion de cartera y la
necesidad de alinear el comportamiento de inversion con los valores, la misién y la institucién,

asi como su papel en la sociedad.

El estudio cuestiona las presuntas razones financieras para mantener las inversiones en empresas
de combustibles fésiles al presentar pruebas de que la desinversiéon no perjudica el rendimiento
de la cartera sobre una base ajustada al riesgo, ni aumenta los costos de transaccioén a largo
plazo. Las empresas de combustibles fosiles estan sobrevaloradas dado que eventualmente
sufrirdn por la creciente demanda para sustitutos de energia limpia, y enfrentaran acciones
regulatorias inevitables a medida que se empeoren los efectos de cambio climatico. Por lo

tanto, la desinversién bien podria dar un mayor rendimiento ajustado al riesgo a largo plazo.

Palabras clave: desinversion de empresas de f6siles combustibles; dotacién libre de combustibles

fosiles; inversiones socialmente responsables en educacion superior; justicia ambiental y ética
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La evaluacion de iniciativas de sostenibilidad en las
instituciones de educacion superior
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justinyturzaeta@yahoo.com

Este trabajo investiga como se puede evaluar las iniciativas de sostenibilidad en las instituciones
de educacion superior. Como instituciones educativas, esas instituciones se enfocan més en
los aspectos académicos de la sostenibilidad, aunque muchos han trabajado para abordar las
preocupaciones ambientales, sociales y de gobierno. Una herramienta de evaluacién, que fue
desarrollado basdndose en el Marco de Valor Sostenible de Hart y Milstein (2003), analiza el
valor de sostenibilidad de una institucién de educacién superior segin dos dimensiones: una
dimensién temporal que determina si las iniciativas de sostenibilidad de una institucién de
educacion superior abordan o no las preocupaciones actuales o los objetivos a largo plazo
y una dimension de limites organizacionales que clasifica las iniciativas como respuestas
a las preocupaciones internas o externas de la organizacién. La herramienta ofrece una
evaluacion rapida de la sostenibilidad de esas instituciones y puede ayudarles a gestionar sus
esfuerzos de sostenibilidad para maximizar el valor sostenible creado en sus propios contextos
especiales. Las instituciones que se han comprometido a integrar la sostenibilidad pueden
usar el marco conceptual adaptado como un medio para la evaluacién y la planificacion. A los
efectos de este estudio, se realizaron entrevistas semiestructuradas con nueve instituciones de
educacién superior privadas en Metro Manila para recopilar informacién sobre sus iniciativas
de sostenibilidad actuales, mientras que se realizé un anélisis de contenido de sostenibilidad

para determinar su posicion dentro del marco de la herramienta de evaluacién.

Palabras clave: herramienta de evaluacion rapida de sostenibilidad; creacion de valor sostenible;
iniciativas de sostenibilidad; instituciones de educacién superior
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A pesar de las preocupaciones graves que se han expresado a lo largo de las décadas sobre
el deterioro del medio ambiente y los recursos naturales, los enfoques empresariales y
organizativos siguen siendo inadecuados y sustancialmente insostenibles. Por lo tanto, una
pregunta importante para la investigaciéon tiene que ver con la comprensiéon de cémo hacer
que el comportamiento positivo sea mas frecuente ante muchos desafios globales urgentes. Los
modelos empresariales y organizativos mds nuevos que se estin moviendo significativamente
hacia la sostenibilidad, por ejemplo, sirven como ejemplos notables de eso. ;Qué podemos
aprender de ellos? Este trabajo busca respuestas mas especificas a esta amplia pregunta. ;Cémo
se motivan las organizaciones modernas para adoptar iniciativas de sostenibilidad de manera
auténtica? ;Como han creado sus modelos de negocio sostenibles? ;Como siguen manteniendo
el impulso inicial? ;Cudles son los factores clave que ayudan en la implementacién de
estrategias de sostenibilidad? Por Gltimo, ;como definen y logran el éxito de la sostenibilidad?
Se buscaron las respuestas a estas preguntas a través de un disefio inductivo y cualitativo de
investigacion de casos que exploré tres entornos organizativos bastante diferentes, cada uno
con sus propios objetivos de sostenibilidad teniendo éxito progresivo y, sin embargo, encuentra
su propio camino en entornos muy diferentes basados en influencias industriales, reguladoras y
culturales. No obstante, se ven algunas caracteristicas generales entre las divisiones organizativas
e industriales. Se propone, por lo tanto, un modelo para la gestién de sostenibilidad, obtenido
de las lecciones aprendidas en este estudio.

Palabras clave: gestion de sostenibilidad; liderazgo; motivadores; facilitadores
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El espiritu emprendedor es una de las maquinas que transforma nuestro mundo y supera la
naturaleza diversa de desafios globales ya que promueve un crecimiento econémico sostenido,
inclusive y sostenible, niveles mas altos de productividad, innovacién tecnolédgica, empleo
pleno y productivo y trabajo decente para todos (Las Naciones Unidas, s.f.). Sin embargo, a lo
largo de la Gltima década, se han visto los fallos de esta creencia dado que la tipica “startup”
no es innovadora, solo crea pocos empleos y genera poca riqueza. Por tanto, los reguladores
se estan concentrando mas en las llamadas “scaleups,” es decir, las “startups” que han tenido
un crecimiento de mas de 20% durante los Gltimos tres afios consecutivos. La creencia general
es que estas empresas tienen un gran impacto en la economia, especialmente en términos de
creacion de empleo. Por tanto, el propdsito de este estudio es probar si los recursos publicos
deberian seguir siendo dedicados a la generacién de nuevas empresas o si estos deberian
orientarse hacia la promocién de empresas de alto crecimiento que son las scaleups. Para llevar
a cabo esta tarea, desarrollamos un modelo multisectorial basado en Matrices de Contabilidad
Social (MCS) para medir el impacto de las startups y las scaleups y lo aplicamos a una economia
regional (la de Andalucia). Los resultados obtenidos sugieren que si bien las scaleups tienen un
mayor impacto en el producto interno bruto, la produccién productiva y la creacién de empleo
en comparacion con la actividad empresarial tradicional, no es lo suficientemente grande como

para reemplazar a esta altima.

Palabras clave: Matrices de Contabilidad Social; espiritu emprendedor; startups; scaleups
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