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Abstract

This forum article offers a critical assessment of the strategy of divestment from fossil
fuels as climate action, considering the unintended or spillover consequences of reinvest-
ment in other industries. With a focus on two sectors—agriculture and renewable energy
—it examines how reinvestment to achieve competitive financial returns might exacer-
bate non-emissions-based environmental and social damage. The analysis draws on es-
tablished and emerging research in global environmental politics on the political
economy of commodity trade to sound a cautionary note about divestment, arguing that
the strategy can maintain the status quo as readily as it can disrupt systems of power. A
focus on divestment addresses a crucial immediate problem, but without a critical look
at reinvestment and the current political economic order, activists could be reinforcing
the same systems of environmental and social damage they are aiming to dismantle.

In September 2019, the University of California (UC) announced that its invest-
ments were going fossil-free. The decision placed the state higher educational
system among a growing cluster of institutions that eschew fossil fuel invest-
ments, from the World Council of Churches to the Guardian Media Group to
the Norwegian Sovereign Wealth Fund. Led most publicly by the grassroots cli-
mate action group 350.org, hundreds of institutions and thousands of individ-
uals have shifted their money into other sectors (Ayling 2017), diverting more
than US$ 11 trillion from fossil fuels." Such financial redirection signals height-
ened attention to climate change in a time of stalled progress on international
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negotiations. It also reinforces the role of markets in shaping environmental
outcomes, calling attention to the private sector’s authority over systems of pro-
duction and trade. Divestment efforts delegitimize the fossil fuel sector, coun-
tering its political and cultural power (Bergman 2018).

Divestment advocates present fossil fuel markets as risky for investors, given
that these fuels destabilize the climate. If externalized costs are internalized, goes
the economic logic, then investors will respond by moving their money to other
sectors. The costs of fossil fuels are often indirect and hidden and are distributed
around the world, although unevenly. They range from more frequent extreme
weather events, often far from sites of extraction and consumption, to stranded
assets. The appeal of fossil fuel divestment is further increased by the promise of
profit from sustainable business practices, such as saving energy, water, and pack-
aging (Dauvergne and Lister 2013). Green business is good business, investors are
told, and a shift in finance can kick-start a new economy.

However, a cautionary note is needed: despite the enthusiasm of its pro-
ponents, divestment can maintain the status quo as readily as it can disrupt sys-
tems of power. Divestment strategies thus require close scrutiny. If climate
change is the root problem, and fossil fuels the cause, then dismantling the fi-
nancial underpinnings of the sector will lead to the transformation of the econ-
omy and society. A focus on divestment addresses a crucial immediate problem.
But, as many scholars and activists argue, if climate change is only a symptom of
a larger imbalance in our politics and economies, then undoing the fossil fuel
industry will not achieve environmental justice. Without a critical look at rein-
vestment, activists could reinforce the same systems of environmental and social
damage they aim to dismantle.

Proponents of fossil fuel divestment often urge for reinvested funds to be
directed to socially and environmentally responsible companies. However, di-
vestment advocates must consider whether nonexploitative commerce can gen-
erate competitive economic returns in the current system. Through a brief survey
of research in two sectors—agriculture and renewable energy—this forum article
sounds a cautionary note about divestment, highlighting the unintended social
and environmental consequences that can result from reinvestment.

Divestment: Dismantling or Reinforcing Corporate Control?

A financial rearrangement might disrupt the economic system, offering space for
other forms of value and other modes of exchange. Specifically, as Bratman et al.
(2016, 677) argue, divestment campaigns can push institutions to reject their
“complicity with fossil fuel economies” and contribute to “an emergent para-
digm of climate justice.” For divestment enthusiasts, a shift in financing arrange-
ments unsettles the hegemony of the fossil fuel sector.

Yet divestment can also reinforce a market logic. Rather than being the first
step in a fundamental restructuring of the economy, divestment can offer a
growth-oriented solution to climate change that maintains and expands the
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power of the current economic order. This malleability is the source of both its
value as a tool for change and its vulnerability to cooptation by powerholders.
As explained in the announcement of UC's investment decision, “The reason we
sold some $150 million in fossil fuel assets from our endowment was the rea-
son we sell other assets: They posed a long-term risk to generating strong re-
turns” (Bachher and Sherman 2019). Here the pursuit of financial gains
continues apace, but with a change in the specific commodities that produce
economic value.

Investors moving their money out of fossil fuels turn to other profit-
generating, green-presenting sectors, including agriculture and renewable energy.
These sectors promise to deliver commodities that are globally necessary and low
carbon. However, established and emerging scholarship on these sectors reveals
three key reasons for concern about their direct and indirect consequences. First,
these sectors often cause environmental damage. Second, the supply chains for
these industries have histories of social exploitation that intensify environmental
injustice. And third, these sectors are embedded in complex financing structures,
where new commodities can enable the further consolidation of corporate con-
trol. As a result, even if carbon emissions decrease, financial actors might inten-
sify damage to people and the planet in other ways, while portraying themselves
as responsible investors. Through reinvestment in high-return sectors, institu-
tional and private investors might exacerbate the very social and environmental
harm they want to avoid.

Agricultural Commodities in Fossil-Free Portfolios

The environmental and social consequences of industrial agricultural need little
elaboration: the production of agricultural commodities has long provoked
land use debates, created imbalances between laborers and capital holders,
and required significant energy inputs. Contemporary agricultural systems
depend heavily on migrant labor (Taylor 2010), and agricultural practices—
especially conventional production, but even organic systems—have large envi-
ronmental impacts (Ramankutty et al. 2018; Meemken and Qaim 2018).
Even if agriculture could be weaned off of fossil fuels, replacing petroleum-
based inputs with low-carbon alternatives, those invested in the sector still must
contend with its other social and environmental impacts. Land use change and
intensive livestock production can generate carbon emissions (Havlik et al.
2013). Moreover, even when soil management practices sequester carbon, there
can be negative social repercussions (Leach et al. 2012). The expansion of indus-
trial agrifood systems can intensify existing social inequalities (Ariza-Montobbio
et al. 2010), although inequality is not absent in community-based production.
Hoping to avoid the negative outcomes associated with industrialized ag-
riculture, investors might turn to certified production systems—but research on
certification suggests that its ability to safeguard social well-being is limited. In
work on cotton and sugar, Sneyd (2014, 233) finds that “the imperative of price
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competition within the world commodity order has circumscribed the possibil-
ities for roundtables to deliver pro-poor business practices.” The pressures for
profit can constrict the supply chain, with negative social consequences.

Research on corporate globalization and finance suggests further reasons
for concern about investment in the agrifood sector. In the wake of the 2007~
2008 food crisis, renewed interest in large-scale land acquisitions in the Global
South, including for biofuel crops, gained such traction that they were described
as part of a new global “land grab.” These land deals contribute to inequitable
geopolitical and financial relationships in the food sector (McMichael 2012),
adding to exploitative credit relations that harm peasant farmers (McMichael
2005). New financial vehicles, too, have intensified the already high concentra-
tion of corporate power in agriculture (Clapp 2019). A small number of asset
management firms own interests in the major agrifood companies through eq-
uity investments and exchange-traded funds. The resulting common ownership,
involving interlocking oligopolies, is obscured from the usual metrics of sectoral
concentration (Clapp 2019), and the proliferation of brands in the marketplace
belies a highly narrowed set of corporate beneficiaries of that consumption.
These investment arrangements incentivize industrial-scale production rather
than prioritizing environmental and social well-being.

Renewable Energy as Low-Carbon Investments

In a low-carbon world, renewable energy technologies are hot business. For in-
vestors looking to redirect funds, wind turbines and solar panels, among other
technologies, seem a straightforward choice. But renewables need to be further
scrutinized before being championed as forging a path toward a low-carbon fu-
ture. Both the direct and indirect impacts of renewable energy must be exam-
ined to ensure that a climate-smart future does not intensify social and
environmental harm. As renewable energy production requires land, water,
and labor, among other inputs, it imposes costs on people and the environ-
ment. Hydropower projects, for instance, have led to community dispossession
and exclusion (Khagram 2004). Renewable energy supply chains are also inter-
twined with mining, and their technologies contribute to growing levels of elec-
tronic waste (O’Neill 2019). Furthermore, although renewable energy can be
produced and distributed through small-scale, local systems, such an approach
might not generate the high returns on investment needed to attract capital.
Although an emerging sector, renewables are enmeshed in long-standing
resource extraction through their dependence on minerals and metals (Park
et al. 2019). Scholars document the negative consequences of mining (Bridge
2004; Jacka 2018), even for mining operations that commit to socially respon-
sible practices (Gamu and Dauvergne 2018). As Park et al. (2019) highlight,
“many of the world’s largest reservoirs of minerals like cobalt, copper, lithium,
[and] rare earth minerals”—the ones needed for renewable technologies— “are
found in fragile states and under communities of marginalized peoples in
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Africa, Asia, and Latin America.” Since the demand for metals and minerals will
increase substantially in a renewable-powered future (World Bank 2017, 58), this
intensification could exacerbate the existing consequences of extractive activities.

Among the connections between climate change and waste, O’'Neill
(2019, 7) highlights that “devices developed to reduce our carbon footprint,
such as lithium batteries for hybrid and electric cars or solar panels[,] become
potentially dangerous electronic waste at the end of their productive life.” The
disposal of toxic waste has long perpetuated social injustice through the flows
of waste to the Global South and to marginalized communities in the Global
North (Pellow 2007). Recycling efforts, sometimes presented as an environ-
mental solution for e-waste and other materials in renewables, can still have
negative social and environmental consequences (O’Neill 2019, 10; Dauvergne
and LeBaron 2013).

While renewable energy is a more recent addition to financial portfolios,
investments in the sector must be considered in light of our understanding of
capital accumulation. As agricultural finance reveals, the concentration of con-
trol of corporate activity facilitates profit generation. For some climate activists,
the promise of renewables rests on their ability not only to reduce emissions
but also to provide distributed, democratized access to energy (IRENA 2019;
McKibben 2019). But Burke and Stephens (2018, 78) caution that “renewable
energy systems offer a possibility but not a certainty for more democratic energy
futures.” Small-scale, distributed forms of energy are only highly profitable to
institutional investors if control is consolidated somewhere in the financial
chain. Renewable energy can be produced at the household or neighborhood
level. However, such small-scale, localized production is unlikely to generate
high returns for investors. For financial growth to be sustained and expanded
by the renewable sector, production and trade in renewable energy technologies
will need to be highly concentrated, and large asset management firms will likely
drive those developments.

Beyond Divestment

There remain questions about whether the redirection of investment, given the
scale of the market, is sufficient to interrupt the power of the fossil fuel industry
(Bergman 2018). As Gunningham (2017, 311) notes, “many of the biggest fos-
sil fuel extraction companies are not public companies but are state owned ...
and, in any event, other, less ethically concerned investors will snap up the di-
vested shares.” However, beyond its efficacy, more fundamental questions
about divestment need to be asked: Can we financially innovate our way out
of environmental collapse? Is it really the financial sector that will catalyze a
more just future?

Moving finance out of fossil fuel companies alone may not defund the
fossil fuel industry. According to Ritchie and Dowlatabadi (2014), even when
investors commit to fossil-free investment portfolios, they may still have holdings
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with a “carbon emission shadow”—that is, carbon-exposed investments, includ-
ing electric utilities and steel (cf. Hunt and Weber 2019). More fundamentally,
even if divestment does reduce carbon emissions, other social and environmental
concerns arise from reinvestment.

As investors redirect funds from fossil fuel interests into agriculture and
renewable energy, the noncarbon consequences of this low-carbon future must
be considered. Even if divestment is “primarily a moral and normative initia-
tive” (Gunningham 2017, 317), rather than one that sees itself fundamentally
rerouting finance, a critical lens is needed. Technological solutions to environ-
mental problems—from geoengineering to biofuels and beyond—have at-
tracted scholarly attention to their unintended consequences (e.g., Dauvergne
2008; Fuentes-George 2017; Dauvergne and Neville 2010). Such scrutiny, too,
is needed for investment redistribution: if solving climate change merely relo-
cates ecological and social damage, the value of divestment becomes less clear.

Research suggests that the characteristics that make industries profitable in
the contemporary capitalist system are the same ones that undermine social and
ecological well-being. A growth-oriented model is needed to produce returns on
investments—but is also the source of unsustainable extraction and untenable
models of labor. A focus on investor action reinforces a troubling assumption:
that the current financial system can be redirected to provide climate solutions.
Rather than a specific material or commodity, it is capitalism’s “valuation pro-
cesses” articulated by Birch (2016)—what he describes as the construction and
extraction of value from commodities through political economic practices of
financialization, capitalization, and assetization—that drive economic growth.
Instead of turning to the existing financial system to address climate change,
then, scholars and citizens must consider alternate models of economies—
looking to degrowth (Kallis et al. 2018), sufficiency (Princen 2005), localized
economies (Ducros 2014), and Indigenous and social political economies
(Kuokkanen 2011; Neville and Coulthard 2019), among others.

As a tool to disrupt the dominance of the fossil fuel industry, divestment
has some potential. But to unsettle the power of economic elites, and to catalyze
more equitable global arrangements, divestment falls short. Global capital is in-
exhaustibly creative. Divestment may be a short-term strategy to unsettle the
current dominance of fossil fuels and create space for envisioning new futures.
However, rather than developing lists of fossil-free portfolios with competitive
returns on investment, divestment campaigns must be accompanied by more
critical questions about the role of finance and the forms of political economy
that underpin a more just future.

Kate J. Neville is an assistant professor at the University of Toronto, where she is
cross-appointed to the Department of Political Science and the School of the
Environment. Her research is positioned at the intersection of contentious pol-
itics and global political economy, with a focus on contested energy and extrac-
tive projects.
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