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Would divestment (and re-investment in 
socially responsible alternatives) hurt our 
endowment? 
 
 
Excerpt from Section 4 of our proposal: 
 
 
 The prospect of divestment understandably provokes concern over potential 
negative impacts on the university’s endowment. A number of studies on the risk factor of 
incorporating socially responsible screening into investment practices indicate that 
divestment would not be likely to inflict a significant blow to the endowment. A 2007 
report by the Asset Management Working Group of the United Nations Environment 
Programme Finance Initiative and Mercer analyzed twenty academic research papers 
investigating SRI strategies and their impact on portfolio performance. Of these, ten 
showed an improved return on investment from the companies deemed socially 
responsible, compared to only three that indicated a negative impact. Furthermore, the 
two studies examined that focused specifically on environmental factors both concluded 
that consideration of sustainability criteria in investments yields a statistically significant 
improvement in performance. 
 
 
Source: Asset Management Working Group of the United Nations Environment 
Programme Finance Initiative and Mercer - “Demystifying Responsible 
Investment Performance” (2007)  
 
The full study can be found at: 
http://www.unepfi.org/fileadmin/documents/Demystifying_Responsible_Investme
nt_Performance_01.pdf 
 
 
 
What about fossil fuels specifically? 
 
In addition, from Section 4 of our proposal: 
 

A more recent analysis conducted this year by the Aperio Group studied the 
particular case of fossil fuel divestment. Using a computer model to forecast tracking 
error, they quantified the volatility of a portfolio that was based on the Russell 3000 
Index but excluded the entire oil, gas, and consumable fuels sector… IMPAX Asset 
Management conducted follow-up research that corroborates and expands on Aperio’s 
results, concluding that removing the fossil fuel sector and replacing it with alternative 
fossil-free energy portfolios, either on a passively or actively managed basis, would have 
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“improved returns with limited tracking error.” In conclusion, fossil-free portfolios 
exhibit minimal added risk as compared to analogous benchmarks, and furthermore the 
inclusion of socially responsible alternatives has the potential to provide improved 
returns. 
 
Source: Aperio Group: “Do the Investment Math: Building a Carbon-Free 
Portfolio” (2013) 
 
The full study can be found at: 
http://www.aperiogroup.com/system/files/documents/building_a_carbon_free_por
tfolio.pdf 
 
IMPAX’s expansion can be found at: 
http://www.impaxam.com/media/178162/20130704_impax_white_paper_fossil_fu
el_divestment_uk_final.pdf	  
 

 
 
We do not expect divestment to be detrimental to 
Georgetown’s endowment. 
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Why are fossil fuels becoming an 
increasingly risky investment? 
 
Excerpt from Section 4 of our proposal: 
 

Of course, eliminating an entire industry can leave a portfolio subject to returns 
and losses contingent on the external market performance of that industry, a caveat 
which the Aperio study recognizes. However, the industrector do not make a compelling 
case on behalf of their long-term positive return. Although fossil fuely-specific investment 
prospects of the fossil fuels were once a staple of any conservative investment portfolio, 
as the marginal externalities of CO2 emissions increase, monetary costs of 
adaptation and damage mitigation also increase. Climate change is already 
making apparent the growing externalities of excessive fossil fuel consumption, and it is 
only a matter of time before these externalities translate into material costs 
for investors. For example, as scientific understanding of climate change becomes 
clearer, fossil fuel producers will face more lawsuits, potentially culminating in federal 
regulation of carbon. A regulated carbon market would lead to more costly 
processes surrounding the extraction and burning of Earth’s fossil fuel 
reserves, more than likely leading to a decrease in returns for investors. 
 
 

Although we cannot know exactly when and how governments and the world 
economy will respond to the increasingly urgent issue of climate change, the future of 
any corporation whose business model relies on continued participation in these 
destructive practices is undeniably in jeopardy. Withdrawing investments from an 
industry whose valuation is based on its plan to reach the carbon limit 
discussed in Section 2 and then exceed it many times over makes economic 
and moral sense—fossil fuel companies cannot indefinitely continue their destructive 
practices unimpeded and we need not stake our endowment on their ability to do so. 

 
 

 
For more information on the carbon bubble and fossil fuels as a risky investment, 
please see: 
 
Hunter, David, and James Salzman. “Negligence in the Air: The Duty of Care in 
Climate Change Litigation.” University of Pennsylvania Law Review 155. 
Symposium:Responses to Global Warming: The Law, Economics, and Science of 
Climate Change (2007): 1741–1794. Print. 
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What has divestment looked like before at 
Georgetown? 
  
Students have asked Georgetown to divest in 1986, 2010, 
and now. 
 
An excerpt from The Voice: 
 

[In 1986], University announced its plans to pull its money out of American companies 
that profited from business in apartheid-era South Africa. The decision came as the 
much-awaited result of a three-year long student struggle for divestment. Georgetown’s 
holdings, then valued at $28.6 million, represented 16 percent of the endowment of the 
time, according to the 1986 “Honor Roll of Donors” issue of Georgetown Magazine …. 
Despite the escalating pressure from protesters, the University had refused to take any 
action for more than three years.  …. 

In February 2010, Students for Justice in Palestine addressed an open letter to 
President DeGioia urging the University to investigate its investments to ensure that 
Georgetown was not investing in companies profiting from violations of international law 
and abuse of human rights, particularly those involved in the Israeli occupation of 
Palestine … “At the time, Georgetown’s response was not particularly helpful. The worst 
moment was when … we were [sure] that Georgetown’s investments weren’t in line with 
its Jesuit values and ethical values, and the Investment Office actually … took the 
sections on their website about Jesuit values [off],” said Sam Geaney-Moore (SFS ‘12), 
an SJP member heavily involved at the time. “That to me was basically the whole point, 
because it was basically Georgetown admitting ‘We’re not investing in an ethical 
manner.’… It was a pretty remarkable strategic decision, I would say.” 

 

Divestment is not a new tactic. It is one that has worked specifically at 
Georgetown in 1986 and did not hurt Georgetown’s endowment. 
However, Georgetown was significantly behind the curve to divest 
compared to other universities. Georgetown students have also asked for 
divestment as recently as 2010 with disappointing results. Now, divesting 
from fossil fuels is an opportunity for Georgetown to be a leader. We 
can only do this if we show broad student support for divestment. 

The full article from The Voice is available at: 
http://georgetownvoice.com/2012/09/20/investing-in-transparency-the-ethics-of-
georgetowns-portfolio/ 



 5 

Why divestment and not shareholder 
engagement? 
 
 
 
Why shareholder engagement with fossil-fuels 
companies won’t work 
 
Historically, the SRI industry has preferred engagement, because one can use 
ownership to encourage companies to, for example, adopt ecological practices, embrace 
fair labor standards and improve diversity. And it works: With sweatshops and workplace 
safety in the apparel industry, for example, the SRI industry has a long history of 
engagement with companies. They've gotten them to embrace higher standards and 
provide greater supply chain transparency on ESG issues to investors. 
 
However, the core purpose of certain sectors – alcohol, tobacco, weapons, 
gambling, even nuclear power – have been widely accepted exclusions by 
SRI investors for their inherent harm or potential harm they cause to 
humanity. These are moral decisions, and while they are subjective, sometimes 
consensus can be formed on an issue that just seems wrong. Take divestment from 
companies doing business in the South African apartheid regime. This was the last 
generation’s primary divestment issue in the 1980s, and the pressure it applied was a 
contributing factor to the evolution of that country’s political system. 
 
And this was precisely the point McKibben made to the SRI industry: In this particular 
case, at this perilous moment in the history of this planet, engagement simply 
doesn’t achieve the desired outcome (at least, not fast enough). Past efforts 
to move fossil fuel companies into renewable energy or get fossil fuel companies to 
report on the impact of climate change on profitability largely have failed. 
 
 
 
For the full article, visit: http://www.greenbiz.com/blog/2013/05/29/why-
shareholder-engagement-fossil-fuels-companies-wont-work 
 
 
 
When the objected to practice of the company is the 
basis on which that company makes its profits, 
engagement is not an effective tool. 
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Why is divestment in keeping with 
Georgetown’s principles? 
 
 
Excerpt from our proposal: 

 
Georgetown University is an institution founded on Christian, and particularly 

Catholic, principles. As such, we not only have a duty to act as stewards of the 
environment, but we also have a responsibility to the most vulnerable in our 
society who are disproportionately affected by climate change. While abiding 
by our principles certainly includes actively protecting the environment and helping 
those in need, it more fundamentally requires not causing harm. The fossil fuel industry is 
heavily implicated in the damage wrought by anthropogenic climate change, and we 
therefore feel that it is Georgetown’s moral duty to divest from companies profiting from 
such practices. We as a university cannot in good conscience reap the benefits 
of corporate exploitation of the planet. … 
 

The prospect of incorporating our ethical convictions into our investment 
practices is neither unprecedented nor unfeasible. The University’s existing SRI 
guidelines stipulate that we be “exemplary” in abiding by the “moral principles 
that govern the just operation of any economic endeavor.” Ethical 
discrimination has been foundationally integrated into the management of our 
endowment for at least as long as we have adhered to the USCCB framework, and to 
divest from fossil fuel companies would be entirely in keeping with this 
paradigm. Indeed, Georgetown’s successful financial withdrawal from American 
companies in apartheid-era South Africa speaks to the practical viability of divestment. 
While purging an entire industry from our portfolio is a serious and daunting 
proposition, its implementation is entirely feasible and necessary in the face of the 
impending climate crisis. 
 
 
 
 
For more information on Socially Responsible Investments (SRI) in the Catholic 
Church, see: 
The United States Conference of Catholic Bishops “Socially Responsible 
Investment Guidelines.” 2003.  
 


