CENTER FOR UNIVERSAL EDUCATION
WORKING PAPER 5 AUGUST 2012

B Center for
Universal Education

at BROOKINGS

CORPORATE SOCIAL INVESTMENTS IN
EDUCATION IN LATIN AMERICA & THE
CARIBBEAN

MAPPING THE MAGNITUDE OF MULTILATINAS'
PRIVATE DOLLARS FOR PUBLIC GOOD

Justin W. van Fleet
Gabriel Sanchez Zinny



Center for

Universal Education
at BROOKINGS

& &
akk '
"
L =l -
- - - e
" - o 8 e
- Pt
& t - i
L s _
% 5 & "
o 4
» j F " » 3 .
» ' dd *
1 L
™ *

w =

._"Q-L i 1 . - & FEy

", - i

-Z:_' 1 - Mo
1 i i Bl L |
- o gt i ' 3 4
- ¥ o A i
A e vl k

X 2 SIS Rt Yol ST
s r'_"'.- - 3 ] - 1": -

! o 5y . - - gt

- ¥ ]
e - - e
€ - - L r
= > -
- " w. T
s A
% Ll .



Justin W. van Fleet, Ph.D., Fellow, The Brookings
Institution

Gabriel Sanchez Zinny, Director, Formar Foundation

Acknowledgments

This study represents a year-long endeavor to investigate the magnitude of corporate social investments in
education in Latin America. First and foremost, it is imperative we thank our two research assistants, Cristina
Autorino and Hector Moya, for their diligence, persistence and quality work.

We would also like to thank all of the individuals at the many companies that took the time to complete our sur-
vey, participate in interviews and host site visits. This report is an aggregate reflection of your efforts to provide
us with information about your day-to-day work.

We would also like to thank those who provided insights during the research process and/or commented on initial
drafts of the paper: Amy Black, Marcelo Cabrol, David Edwards, Jeffrey Puryear and Luanne Zurlo.

Many organizations and individuals played a vital role providing feedback and guidance throughout the study as
well as connecting us through their networks to companies in the region. In particular, we would like to thank:

«  Matias Reeves, Educacién 2020 (Chile)

+  Orazio Bellettini Cedefio, Grupo Faro (Ecuador)

+  Manuel Alvarez Trongé, Proyecto Educar 2050 (Argentina)

«  Maria Victoria Angulo and Daniel Restrepol, Fundacién Empresarios por la Educacién (Colombia)

+  Georges Santoni and Aida C. Herndndez Bonnelly, Educa (Dominican Republic)

*  Eugenia Suay de Castrillo and Ana P. de Bardi, FEPADE (EIl Salvador)

«  Guillermo Carvajalino and Istar Gomez, Fundacién DIS (Colombia)

«  Jeffrey Puryear, PREAL, Inter-American Dialogue (United States)

+  David Calderon, Mexicanos Primeros (México)

«  Karine Gruslin, Empresarios por la Educacién (Peru)

« Armando Diaz Romero, Universidad Catdlica Boliviana San Pablo (Bolivia) Veronica Spross de Rivera,
Centro de Investigaciones Econdmicas Nacionales (Guatemala)

« Diana Canella and Cristiana de Amendbar, Empresarios por la Educacién (Guatemala)

+  Priscila Cruz and Andrea Bergamaschi, Todos Pela Educacao (Brazil)

«  Ernesto Medina Sandino and Rosa Maria Vivas Moncada, Eduguemos (Nicaragua)

As always, many members of the Brookings Center for Universal Education team have provided insights and
support for this project, particularly: Rebecca Winthrop, Anda Adams, Lauren Greubel, Jenny Alexander, Kevin
Watkins, Jacques van de Gaag and Robin Forner.



CONTENTS

Multilatinas' Social Investments in Educationin Latin America..................c.c il 4
Moving Forward: How Can Multilatinas Promote Change? ..............cciiiiiiiieene.... 14

Annex

..............................................................................18



CORPORATE SOCIAL INVESTMENTS IN
EDUCATION IN LATIN AMERICAN & THE

CARIBBEAN

MAPPING THE MAGNITUDE OF MULTILATINAS' PRIVATE

DOLLARS FOR PUBLIC GOOD

Justin W. van Fleet
Gabriel Sanchez Zinny

OVERVIEW

Multilatinas and Education

atin America has seen sustained, robust growth
Lover the past decade, even as most of the de-
veloped world struggled through financial crisis and
recession.! Many factors have driven this success
story: high commodity prices, a growing middle class,
solid macroeconomic management and increas-
ingly sophisticated financial markets. One particular
force behind the region’'s growth has been the rise
of multilatinas—multinational corporations based in
Latin America with operations throughout the region
and often around the world. Multilatinas are now re-
sponsible for 2.1 million employees in the region and
approximately $780 billion in annual revenue.? The
multilatinas themselves, however, opt to invest most
of their money elsewhere in the world. While there
has been an increase in foreign direct investment in-
flows in the region, totaling $113 billion in 2010, Latin
American foreign direct investment outflows have
been on the rise. The total outflow quadrupled be-
tween 2009 and 2010, reaching an all-time high of
$43.1 billion.?

One of several hypotheses for a lack of regional in-
vestment is that the state of education and learning
in the region constrains the ability of multilatinas to
expand and reinvest in their own backyard. Despite
relatively high enroliment rates in Latin American and
Caribbean countries, numerous indicators demon-
strate a drastic need for improved educational qual-
ity. Several international and domestic assessments
and indicators highlight the extreme nature of the
learning crisis in the region. The most recent OECD
Programme for International Student Assessment
(PISA) study measuring reading, science and math
skills of fifteen year olds around the world ranked
Chile the highest scoring country in the region at 44t
out of 65 countries in reading and science. Uruguay
ranked highest of all countries in the region in math
at 49t place overall.> Similarly, a survey of business
leader perceptions found Latin American countries to
have some of the lowest ranked education systems in

terms of quality.®

Despite increased government support for education
in Latin America over the past decades, lagging com-
mitments in national budgets and stagnant donor
country aid resources have left many public systems

underfunded. While some countries in the region
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make larger investments in education than others,
government budgets for education are impacted by
structural issues ranging from tax collection capac-
ity to tax avoidance by small and large corporations.”
This year, as donor governments decrease, phase
out or cut education aid to the region, the education
budgets of over 20 countries in Latin America will be

impacted.®

There is no aggregate data about Latin American
corporate social investments in education within the
region. This study asked a simple question: What are
the multilatinas doing through their social investment
and philanthropy portfolios to support quality public
education in the region?

Study Findings

The results indicate that two-thirds of the largest mul-
tilatinas make social investments in education in the
region, with projection totals ranging from $224-569
million annually. While most companies make mod-
est contributions, several invest tens of millions of
dollars. The majority of support is provided through
cash contributions. Brazil and Colombia top the list
of likely countries to receive education support from
multilatinas. Most contributions target local schools
and NGOs. The most popular investment areas are
teachers and adolescents. The primary motivation
driving multilatina investment in education is com-
munity relations. The study found little evidence of
coordination or collaboration between multilatinas
and government organizations.

Methods: How did we Measure
Corporate Social Investments in
Education?

The study set out to map the magnitude, trends and
motivations of corporate social investments and phil-
anthropic contributions to education in Latin America
by these companies. Corporate social investments in
education in this study refer to any socially earmarked
financing or philanthropic contributions from the
corporate social responsibility, corporate citizenship,
sponsorship, marketing, or foundation budgets imple-
mented by a company or its associated corporate op-
erating foundation directed to educational activities
within the region. The investments examined in devel-
oping this report included cash, in-kind contributions
of products and services, employee donations, cause
marketing campaigns and volunteerism.

Several types of corporations make social investments
directed to education in the region, differentiated by
the country of origin of the investments. Multinational
companies have a central headquarters located out-
side the region but maintain significant business
operations within Latin America. Multilatina compa-
nies are multinational companies headquartered in
Latin America, controlled by shareholders based in
the region and maintain significant operations within
the region. This study utilized the defined population
from the 2009 Boston Consulting Group report on
multilatinas.” National companies operate in a domes-
tic context and have limited cross-border operations
within the region. The investments in education in the
region are internal and connected to national politics

and business.

* This study mapped the multilatinas in 2009 and data was collected for contributions in the following
2010 fiscal year. Despite some mergers during this time period, the study population was restricted to the
companies in this list given the clear parameters for defining which companies constituted “multilatinas.”
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The analysis in this paper examines the trends among
the multilatinas to understand how the largest and
most influential companies based in Latin America en-
gage in education in the region. We first conducted a
literature review of corporate social responsibility and
annual reports for the 100 largest multilatinas. The
multilatinas claiming to make contributions to edu-
cation were then surveyed to understand the nature

of their engagement. The survey response rate was

33.3% (n=22). In addition to the multilatinas, supple-
mental data was also obtained from a non-representa-
tive sample of some of the largest multinational and
national companies operating in the region. A total of
52 companies participated in the study by providing
financial, thematic and motivational data about their
investments. For more information on the methods,
see Annex A.
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MULTILATINAS' SOCIAL
INVESTMENTS IN EDUCATION IN
LATIN AMERICA

Over a Half Billion Dollars to Education
in the Region—or Even More?

f the 100 largest multilatina companies in Latin
OAmerica and the Caribbean, 67.3 percent direct
social investments and philanthropic contributions to
education. The total value of this contribution is pro-
jected to be as much as $560 million annually. While
it is impossible to make a scientific projection for the
nonrespondents, assuming similar behavior as the
respondents given the similar distribution by sector
and revenue, we consider the mean-based projections
a reliable exercise. While one may assume that nonre-
spondents did not respond because they contribute
little, previous studies of U.S. Fortune 500 companies
did not find this to be the case as some of the most

significant contributors to education had corporate
policies about completing surveys or disclosing finan-
cial data to third parties.® Overall, the need to engage
in these projection exercises highlights the contin-
ued lack of transparency among major corporations
to provide data about their social investments. See
Annex A for tables explaining the projections.

To put this number in context, a 2011 study projected
that U.S. Fortune 500 companies contributed slightly
less than $500 million to education in developing
countries annually, of which only a portion was di-
rected to Latin America. In addition to the projected
total contribution for multilatinas, a non-representa-
tive sample of responses from various national com-
panies and multinational companies documented an
additional $104.2 million in known investments. Given
the lack of representativeness of the national and
multinational responses, we are unable to project a

Table 1: Contributions by Company Type (in US$ millions)

Company Type

Total Contributions

Multilatinas
Reported in study (known contributions)

Projected for nonrespondents

$559.1
1779
381.2

Multinationals (n=10) (known contributions)

Nationals (n=21) (known contributions) $16.0

Argentina (2)

Bolivia (1)

Colombia (3)
Dominican Republic (3)
Ecuador (3)

El Salvador (6)
Panama (2)

Venezuela (1)

Known contribution total

1.4
0.2
10.1
1.8
0.4
0.8
1.0
0.3

Combined projected and known contribution total
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Table 2: Contributions by Sector

Percent of Overall Average Company
Sector Contributions n Contribution
Energy 6.0 3.37% 2 3.0
Materials 149.3 83.93% 9 16.6
Industrials 7.0 3.96% 2 3.5
Consumer 15.6 8.74% 8 1.2
Total 1779 100.00% 21 8.5
Figure 1: Distribution total contribution from these two types of companies and do not include their
of multilatina total responses when highlighting trends among the multilatinas in the remaining
contributions report. Table 3 provides an overview of the additional social investments docu-
mented in the study from all types of companies.
[ ]
N 70
g Most Multilatinas Contribute on the Lower End of the
o Spectrum
;I P O Contributions to education ranged from just over $100,000 to more than $72
million in the instance of one company. The average company in the sample
invested $8.5 million annually, as indicated in table 4. But the median contribu-
tion was $2.7 million, with the vast majority less than $10 million. See figure 1
50 frommmeee e for the distribution of each multilatina’s total contribution to education.
The materials sector** was the largest donor with a mean contribution of $16.6
O] R ————— million; in this sector, one company comprised of nearly one-half of the total
sector contribution. The industrials and energy sectors were the next two larg-
est donors with an average of $3.5 million and $3.0 million, respectively. See
30| - table 4 for a breakdown of contributions by sector.
[ ]
More Cash than Products and Services, No Consumer
o) Engagement
Much like an earlier study on the philanthropic contributions to education of
Fortune 500 companies, this study finds that cash contributions comprise the
7 ) P majority of investments to education in Latin America and the Caribbean. The
I study estimates 79 percent (about $442 million) of contributions were cash
u ** The materials sector is comprised of companies that manufacture
0 I chemicals, construction materials, glass, paper, metals, minerals and

mining.
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Figure 2: Breakdown of total social investments and philanthropic contributions, 2010-11

Employee
Campaigns
less than 1%

Corporate Cash 59%

contributions, while 21 percent (about $117 million)
were in-kind contributions of products and services,
as seen in figure 2. Of the total cash and in-kind con-
tributions, less than one-fifth of contributions were
directed from corporate foundations with the compa-
nies investing the bulk of resources from their busi-
ness budgets.

The multilatinas engaged their employees in con-
tributing to education within the region. Matching
employee contributions to education programs was
about 3 percent of the total multilatina contribution.
In addition, employees made unmatched contribu-
tions to education, which constituted a fraction of a
percent. Slightly more than half of the multilatinas

(54 percent) reported employee volunteer programs

Foundation Cash 18%

Corporate in-Kind 21%

Corporate
Employee Match
3%

that directed employee time to education. Only seven
companies collected volunteerism data which ranged
from 51 hours annually to 5,000 hours annually
(m=2,312 hours). One company reported that it was in
the process of developing a new employee volunteer
program allowing employees to contribute their time
to supporting education in the region.

One missing component in the multilatinas’ contribu-
tions to education is engagement of consumers. None
of the surveyed multilatinas reported using consumer
cause marketing or point-of-sale campaigns to gener-
ate financial resources for education in the region.
This may be a missed opportunity given the growth
of the Latin American middle class and resulting in-
crease in consumer spending.
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Brazil and Colombia Top the List of
Recipients

Companies were asked which countries were the re-
cipients of their social investments and philanthropic
contributions to education. Half of the respond-
ing companies direct contributions to education in
Brazil and 41 percent of responding companies make
contributions in Colombia. About one-third of the
multilatinas direct contributions to Mexico and Peru
and about one-fifth to Argentina. Sixteen countries,
mostly in the Caribbean, received no contributions
to education from the multilatinas. Additionally, the
contributions appear to follow motivations not related
to educational need, with many countries in Central
America the least frequent recipients of multilatina
funding. For instance, some countries near the bottom
of the World Bank's 2010 Human Opportunity Index in
Latin America, a measure of equitable distribution of
services, including education, are unlikely recipients
of education contributions from the multilatinas:
Honduras, Nicaragua, Paraguay and El Salvador."

Investing for Better Community
Relations

The motivations for investment in education by the
multilatinas tend to be more connected to brand im-
age and public relations less related to core business.
The top three motivations cited by the multilatinas for

investing in education were to:
e improve community relations (95 percent).

e meet social demand for responsible corporate
behavior (86 percent).

e support positive brand identification (59 per-
cent).

These motivations were followed by making contribu-
tions to improve the profile of company leaders—all

Table 3: Percentage of multilatinas directing
contributions to education, by country

Percentage of

Multilatinas Investing

Country in Education
Brazil 50%
Colombia A%
Mexico 32%
Peru 32%
Argentina 23%
Chile 18%
Guatemala 18%
Panama 14%
Uruguay 14%
Costa Rica 9%
Venezuela 9%
Bolivia 5%
Dominican Republic 5%
Ecuador 5%
El Salvador 5%
Haiti 5%
Honduras 5%
Nicaragua 5%

of which reinforce the public relations drive for social
investments. Figure 4 provides an overview of the mo-

tivations cited by respondents.

Additional motivations center on skill development
for employees and potential employees. About one-
third of companies invest in education as a way of
training potential workers and 23 percent report in-
vesting in education as a way to provide training to
current employees. Another reason for making social
investments is tax incentives, a motivation cited by
23 percent of companies. There is little connection
for multilatinas between social investments in educa-
tion and motivations related to consumer income or

new market penetration. None of the companies cited

CORPORATE SOCIAL INVESTMENTS IN EDUCATION IN LATIN AMERICA & THE CARIBBEAN



Figure 3: Motivations for Investing in Education

Improves community relations _ 96%
Meets social demand for responsible corporate behavior _ 86%
Supports positive brand identification IEEGEG_—G— 5.
Improves profile of company leaders _ 32%
Trains potential workers _ 32%
Trains current workers [N 23%
Tax incentives _ 23%
Reinforces international aid efforts - 9%
Increases income potential of consumers - 9%
Penetrates new markets g 594
Increases revenue : 0%

making investments in education to improve corpo-

rate revenue.

While companies cite public relations and branding as
major reasons for education investments, the degree
to which companies make those investments as part
of a broader business strategy remains unclear. A
broader social investment strategy would recognize
the dimensions of education that impact a business's
success. First, some studies suggest quality education,
measured in learning, is closely linked to economic
growth.”” Second, success in globalized economies
depends on a well-educated workforce, which in-
cludes acquiring basic global citizenship skills. Both
of these benefits of quality learning directly impact
a company's potential to compete and be successful.
The current rationale for multilatina investments in
education misses the point of quality education’s real
value for business. This rationale provides an even
greater incentive for companies to reconfigure and
scale up social investments to align with the vision of
contributing to long-term, systemic improvements in

education quality.

Long-Term Investments but Lacking
Coordination

Unlike recent studies on global corporate social in-
vestments from U.S. Fortune 500 companies, this
study shows a different approach to investment from
the multilatinas: a long-term commitment to educa-
tion. Less than one-fifth of the companies surveyed
made one-time contributions. Commitments of two
to three years were reported by 36 percent of sur-
veyed companies with another 46 percent of those
companies indicating their investments in education
exceeded three years (see figure 5).

Despite the longer-term investments, most multilatina
companies do not coordinate their education invest-
ments with outside entities. A total of 32 percent
coordinate with host governments, compared to five
percent which coordinate contributions with inter-
national donor agencies. Whereas exactly one-half
report not coordinating contributions with anyone

outside of the company (see figure 5).
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Figure 4: Length of multilatina social
investments in education

One time
18%

More than
3 years
46%

2-3 years
36%

The lack of coordination with external entities, such
as other multilatinas, foundations or governments,
forgoes the potential to strengthen what is already
taking place in the education sector at a national and
local level. A lack of coordination precludes leveraging
corporate resources with other resources and limits the
potential to improve the capacity of the public sector.

Given the lack of coordination with government, the
multilatinas were asked to cite the most common bar-
riers to investing in education in collaboration with
the public sector (see figure 6). The four most com-
MOoN responses reasons are:

e |ack of understanding of business culture (32
percent).

e |ack of clear plans or deliverables (32 percent).

Figure 5: Percentage of Companies Coordinating Investments

None [ 5O
Host Country Covernment _ 32%
International Organizations _ 23%
Affinity Group _ 18%

Donor Agency [l 5%

Figure 6: Reasons for not collaborating with the public sector

Lack of understanding of business culture _ 32%
Lack of clear plans or deliverables _ 32%
No previous track record working with private sector _ 23%
Lack of staff members to work with _ 18%
Timeline is too long — 9%
High administrative costs _ 9%

Few opportunities to scale investments 0%
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e no previous track record working with the pri-
vate sector (23 percent).

® lack of program staff members to work with (18
percent).

Nine percent suggested high administrative costs
and/or long timelines were common barriers to col-
laboration. While this data only provides a perspective
from the multilatinas, it is also possible that the public
sector sees a disconnect between multilatinas and
their knowledge of the education system.

Investing at the Local Community
Level

Figure 7 shows that multilatinas tend to make contri-
butions at the local school and non-profit level instead
of working through national or international govern-
ments and organizations. Nearly four-fifths directed
their resources to schools and local non-profits. Local
governments were the third most-likely recipient of
corporate resources, cited by over 40 percent of the
respondents.

Very few multilatinas direct resources to national gov-
ernments or ministries, international organizations
(e.g., UNICEF) or international non-profits. None of the
multilatinas reported making contributions to district
governments, private contractors or international
aid agencies to implement their social investments in
education. Additional research from the US Fortune
500 study on corporate investments in education®™
suggests that a strong degree of trust is needed with
the recipient when investing to promote the com-
pany's image because the recipient is viewed as the
spokesperson for the company at the consumer level.
Given the strong motivation of multilatinas to improve
public image in the region through these contribu-
tions, this evidence suggests that local entities are
more trusted to implement programs and represent
the social values of the multilatinas than international

organizations.

What's the Impact? Counting People
and Sometimes Outcomes

Over 90 percent of multilatinas have some form of

monitoring and evaluation of their corporate social

Figure 7: Recipients of Corporate Social Investments

Schools I 77 %
Local non-profits _ 77%
Local governments IEEEEG_—_—— 41%
National governments/ministries _ 18%
International organizations _ 14%

International non-profits - 9%

District Governments | 0%
Private Contractors 0%
International Aid Agency 0%
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investments in education. The most common metric,
cited by 73 percent of responding companies, is the
number of beneficiaries participating in an education
program (see figure 8). This metric, which may seem
trivial in terms of programmatic outcomes and effec-
tiveness, is consistent with the multilatinas’ goal of
using social investments in education to advance the
public relations and image of the company. The larger
the number of beneficiaries, the bigger the public re-
lations imprint, as beneficiaries tend to include direct
program participants and spillover benefits to families
and communities. However, counting the number of
beneficiaries alone makes it difficult for the corporate
sector to shift to more sophisticated education invest-
ments that advance business and social goals simulta-

neously through shared value propositions.

More than two-thirds of companies measure impact
by examining learning outcome indicators. While
more investigation is merited to determine the effec-
tiveness of the indicators used, measuring learning
outcomes is a better way to determine whether a cor-
porate social investment is making an impact on the
young people engaged in the program. A little over
half of the multilatinas use completion rates or the
number of direct program participants, slightly less

than one-third examine employability as a result of
interventions as an impact metric, and less than ten
percent use the income of program participants as a
measure.

Investing in What? Teachers, Adoles-
cents, Primary School and Quality

Teachers are at the heart of the majority of multilati-
nas' investments in education. A substantial number
of multilatinas focus their attention on teacher train-
ing (64 percent), followed by programs working with
adolescents and youth (59 percent), those aimed at
primary education (59 percent) and those focusing
on improving the quality of education (59 percent).
Despite the large interest in teacher training, none of
the companies invested in teacher salaries. The subse-
guent thematic areas of investment represent a trend
of investing in education for labor market training and
skill development for adolescents. Slightly more than
half of the multilatinas invest in technical and voca-
tional education (55 percent), employment and labor
market readiness programs (55 percent) and higher
education (55 percent). Half invest in secondary edu-
cation. See figure 9 for the frequency of multilatina
investments in different education themes.

Figure 8: How Companies Measure Impact of Investments

Number of beneficiaries |EEEGEGEG—S 73
Learning outcomes _ 68%
Number of participants completing a program _ 55%
Number of direct program participants _ 55%
Emlployment rate of participants _ 27%
Income of participants - 9%
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Over 40 percent of multilatinas also invested in the
following thematic areas: education for vulnerable
children, entrepreneurship, citizenship and democ-
racy education, school infrastructure, and climate
and environmental education. Beyond contributions
to teacher training, over a third of multilatinas invest
in instructional materials, technology and curriculum,
demonstrating a thematic interest in education quality.
It is also important to note that none of the companies
reported making investments in education privatiza-
tion, providing no evidence that corporate entities see
themselves as supporting a privatization movement
through their social investments in education.

While companies invest in youth and adolescents, as
well as primary education, slightly less than one-third
focus investments in early childhood education. This
is a lagging area of investment priority at the global
level,* despite evidence demonstrating that preparing
young people to learn at the early stages of life actu-
ally improves learning and increases outcomes later on
in life. While the study of US Fortune 500 companies’
investments in education highlighted a strong support
of science, technology, engineering and math (STEM)
education, areas typically associated with 21t century
skills and a competitive knowledge economy, none of
the multilatinas invested in these skills specifically.

GLOBAL ECONOMY AND DEVELOPMENT PROGRAM



Figure 9: Investments in education by theme
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MOVING FORWARD: HOW CAN
MULTILATINAS PROMOTE
CHANGE?

hile the business sector has been flourishing
Win Latin America, the education sector has
not been as robust. Governments have moved the
needle on the access front but have not yet provided
wide scale quality education, denying students in
the region true learning opportunities. This lack of
learning cripples the potential of the business sector.
Supporting the quality agenda requires an explicit
goal of improving the learning opportunities of young
people with attention to issues of equity, sustainabil-
ity, and cognitive and non-cognitive skill development.
Investing in education quality must be done with an
understanding that these investments spur positive
externalities for the business community, including

more cohesive, stable and vibrant societies.

Given multilatinas’ dependence on young people
prepared with the skills and knowledge to thrive in
a globalized world, low levels of investment in public
education by multilatinas can be detrimental to the
companies' own success. Multilatina engagement
in education can cover a wide variety of functions
beyond their current involvement. These functions
range from being a vocal advocate to hold govern-
ment accountable for public education, to working
hand-in-hand with the government to deliver pro-
grams.

However, two systemic issues at play in Latin America
may hinder the business community's engagement
in education. Unlike countries like the United States,
most Latin American countries do not have tax in-
centives in place to catalyze larger scale corporate
contributions to education.® Similar tax policies could
spur higher levels of philanthropic investments in
education by companies. On the other hand, some

experts suggest that companies do not do their part
to live up to current tax obligations, starving the pub-
lic system of the funding necessary to deliver public
goods such as education. For instance, studies sug-
gest companies underreport earnings by as much as
40 percent in some Latin American countries.® Both
of these realities have adverse effects on the public
education system and hold business back. Therefore,
overall corporate support for education must include
going beyond philanthropy and social investments to
improve all aspects corporate practices so that they

are pro-learning.

The findings in this report demonstrate an overall
need for more transparency in the corporate com-
munity about social investments. This report outlines
important trends, one of which is the refusal of many
companies to supply information about their activi-
ties in the education sector. While the aggregate data
in this report suggests that the support for education
by the multilatinas may be of a significant magnitude,
the fragmented nature of investments, small total
contribution by companies relative to revenue, lack of
government coordination and current public relations
motives for investment hinder current educational in-
vestments' ability to generate systemic change in eg-
uitable access to learning opportunities in the region.

This report has a two-fold conclusion. First, there is
an opportunity for business to do more for educa-
tion. The investment in people through support for
education is minimal compared to corporate revenue
and the multilatinas' potential to give. Largely, the
data points to the multilatinas lacking the business
rationale which recognizes that significant social in-
vestments in education are in the best interest of the
companies. Second, there is an opportunity to do bet-
ter with current investments.
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Trends indicate that the multilatinas can improve the
effectiveness of their current investments in educa-
tion. If education is a public good and human right,
multilatinas have a vested interest and responsibility
in ensuring that education quality in the region im-

proves.

The opportunity and rationale to do
more for education in the region.

1) Look beyond philanthropy to shared value by
understanding the business benefits of a well-
educated society. Strategic social investments in
education require a company to see beyond philan-
thropic and public relations motives. Investments
in education have a direct impact on business, and
multilatinas should identify how investments in
education can generate shared value for both busi-
ness and society. Identifying the point of mutual
benefit can allow companies to scale up invest-
ments to match business interests while at the
same time identify the maximum impact those in-
vestments can have on society.

While investing in access to quality public education
does benefit society, these investments are far from
being only charity—they are direct investments in
the skills of current and future workforces that the
private sector will depend on to continue growing, as
well as the potential incomes of consumer markets
that will purchase products and services. Investing in
education in communities where businesses operate
creates a more competitive business environment
for attracting and retaining labor and builds social
cohesion that improves the ease of doing business
in a given community or country. In addition to the
direct business rationale, social investments in edu-
cation are a way for multilatinas to improve govern-
ment and community relations.”

2) Examine all of a company's core assets when de-

ciding how to contribute to improving education,
including human resources policies, consumer
bases, expertise and leadership. To have a maxi-
mum impact in these different areas, companies
need to look beyond their cash contributions and
utilize their core business assets to support edu-
cation. While the trends point to more companies
developing programs to engage their employees in
supporting education through volunteer programs,
companies should ensure that their internal human
resources policies also provide educational oppor-
tunities and support for continued learning.

Many companies' core business activities can also
be utilized to improve the quality of public educa-
tion. Whether through infrastructure knowledge,
telecommunications expertise, human resources
management, financial management or other core
competencies, businesses should ask how their ev-
eryday products and services can be used to pro-
mote social good.®

Multilatinas can do more to utilize their consumer
base's leadership to improve education in the re-
gion. Given the growing middle class consumer
spending in the region,” there is an untapped
potential for the multilatinas to engage consum-
ers through cause marketing and point of sale
campaigns to generate additional resources to
support education in the region. One example of
a successful program that could be replicated is
“Bécalos" in Mexico. Sponsored by the Mexican
Banker's Association, Fundacién Televisa and
several national banks, the program allows ATM
users to make a five peso donation to support pub-
lic education. Individual donations are matched
by the Banker's Association and the foundation.
Estimates to date suggest the project has sup-
ported over 137,000 students and teachers.?°
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If the business community began to serve as an
advocate for improving the quality of education in
the region, this move could help drive systematic
change.?’ However, we do not see that the issues of
reform, policy and planning are a focus of multilati-
nas. This gap may call for corporate participation in
the public dialogue on education and for hands-on
support and advocacy for programs that increase
the availability of a quality public education.

The opportunity to do better with
current investments.

3) Improve coordination and collaboration to en-

sure more effective outcomes. A significant
barrier to effective investments in education by
multilatinas is coordination. Despite the growing
number of national and regional business asso-
ciations for education, most multilatinas report
not coordinating their contributions with other
entities, including governments and other donors.
Strengthening affinity groups in this field and
developing mechanisms for coordinated social in-
vestments can reduce fragmentation and the inef-
ficiencies incurred by the multilatinas by spreading
the investment risk, lowering startup and transac-
tion costs, creating economies of scale, leveraging
investments of others, and making investments
strategic and results-oriented. Even if investments
are not coordinated at a financial level, sharing
information on the results of different educational
investments and their impact has the potential to
streamline information in a nascent field and help
minimize the costs of monitoring and evaluating
programs. There are various examples of collabo-
ration paying off,?? and the feasibility of improving
coordination is becoming more practical given the
increasing organization and prominence of the var-
ious “Empresarios por la Educacién” and business-

based civil society groups at the national level,
regional efforts through the Red Latinoamericana
de Organizaciones de la Sociedad Civil por la
Educacién” and the formation of a Global Business
Coalition for Education.

4) Look beyond pilot programs to channeling re-

sources and seek to innovate through well
thought-out policies that are coordinated with
government and other donors in order to inno-
vate. For instance, multilatinas demonstrate an
overarching interest for improving teacher qual-
ity in the region. Investing in teacher training is a
promising intervention to raise the overall quality
of education in the region. However, given that
most companies make contributions at the school
and local NGO level and do not support salaries for
teachers, it is unlikely that these contributions will
have the systemic impact that could be achieved
if coordinated with teacher training institutions
or if coupled with larger-scale pooled funding pro-
grams. Multilatinas could coordinate with govern-
ments and unions to develop teacher funds that
incentivize teachers to teach in the most marginal-
ized areas, provide opportunities to quality profes-
sional development programs and reduce attrition
in the teaching profession. This could elevate the
teaching profession at national or regional levels
and leverage the collective set of actors interested
in improving education quality. However, this type
of collaboration is not an easy accomplishment. It
requires mitigating the challenges of decentraliza-
tion, the politics of teacher training, and the some-
times tense relationships between business and

government.

5) Do not be afraid to innovate in education.

Multilatinas have the opportunity to innovate with

their investments. Large-scale reform is difficult to
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achieve in isolation. The business sector has a ca-
pacity to fund and implement pilot programs that
could be very useful in showing political leaders
what works and what does not in improving educa-
tion access and quality. While feasibility depends
on context, coordination with government is es-
sential if social investments in education are going
to scale up and have a sustained impact and imple-
mentation capacity. If aligned early with govern-
ment education plans and delivery mechanisms,
even pilot initiatives have the potential to scale up

through government engagement.

6) Keep an eye out for equity. There is little evidence
that the multilatinas are directing their resources
to reach the most marginalized in the region. While
businesses cannot be expected to be the sole force
for promoting equity in the education system, the
private sector must ask itself whether its contribu-
tions perpetuate inequality and marginalization or
are a force for improving opportunity among those
traditionally missing out. Private philanthropy and
social investments have the historical tendency
to gravitate to specific populations and interven-
tions at the exclusion of others. Being cognizant of
these potential negative outcomes can ensure that
companies make decisions about education invest-
ments based on broader social implications.

7) Support a broad quality education to generate
the skills and qualities business needs to grow.
Taking the example of innovation in the region,
Latin America produces exceedingly few pat-
ents compared with the world’s high productivity
economies—a clear indicator that the region lags
behind in innovation. The region produced only
406 patents in 2010, compared to over 10,000 in
the US, over 4,000 in Japan, and a thousand each
in Germany, South Korea and Taiwan. While some

companies do invest in STEM education in the re-
gion, none of the multilatinas in our study reported
investing in STEM education programs in Latin
America. This investment could be one solution to
the challenge. However, a broader investment in
education, such as early childhood development,
could be the longer-term solution. Developing
some of the most basic cognitive and non-cogni-
tive skills during the early childhood stages can
instill the critical thinking, creative, innovation and
teamwork skills businesses will need in 10 years to
develop drive the growth the region in the future.

The quality of education in Latin America and
the Caribbean can either support strong social
outcomes and economic growth in the region or
hinder progress—and multilatinas have a role to
play. Multilatinas are making significant investments
in education in the region, but there is an opportu-
nity to make their contributions more effective for
business and society at large. By understanding the
business case, beyond public relations, for investing in
education and identifying all the core business assets
a company can deploy to support education in the
region, multilatinas can identify more ways to engage
in education that is mutually beneficial for society.
At the same time, multilatinas must show leadership
through their current investments by improving co-
ordination with other actors in business, civil society
and government; innovate through pilots and larger-
scale programs; serve as a watchdog for equity within
their investments; and keep a broad vision of quality
education that promotes the value of education as a
public good accessible to all. With the growth of mul-
tilatinas and their regional and global influence, now
is the time for the multilatinas to take bold action to
improve the effectiveness of their investments in edu-
cation in the region.
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ANNEX A: ADDITIONAL DETAILS
ON METHODS

gualitative document review was conducted
Aexamining the 98 companies identified as mul-
tilatinas. The 100 multilatinas examined in this study
were adopted from the 2009 Boston Consulting
Group report The 2009 BCG Multilatinas: A Fresh Look
at Latin America and How a New Breed of Competitors
Are Reshaping the Business Landscape. The full list
of multilatinas included in the study as well as the
criteria used to identify the multilatinas can be found
in the BSG report available online at: www.bcgper-
spectives.com/content/articles/globalization_strat-
egy_2009_BCG_multilatinas/

While the initial list included 100 multilatinas, several
companies merged operations during the time pe-
riod between development of the list and this study.
Therefore 98 companies were in the multilatina popu-

lation explored for this study.

A thorough literature review of corporate Web sites,
annual reports and social responsibility reports were
analyzed to identify a population of multilatinas mak-
ing contributions to education in the region. Prior to
ruling a company out of the population of multilatinas
making contributions to education, companies were
contacted directly. Our qualitative analysis review in-
dicated that 66 companies made social investments
in education.

These 66 companies were surveyed to collect data
about the magnitude and focus of their investment
in education in Latin America and the Caribbean. The
respondents were asked to answer questions about

the magnitude, focus and motivations of their social
investments and philanthropic contributions to educa-
tion during a 12-month fiscal year period during 2010
and 2011. Surveys were distributed in English, Spanish
and Portuguese. Companies could respond via email,
fax, an online survey, telephone or postal service.
The survey response rate was 33.3 percent (n=22).
Analysis of the sample in comparison to the overall
multilatina population indicated that it was generally
representative given the distribution of respondents
across industry type and revenue level compared to
the population. Based on an assumption of general
representativeness, this study projects an estimated
total contribution to education by the multilatinas and
argues the trends in the sample can be transferred to
the larger population of multilatinas.

In addition to the multilatinas, the survey was distrib-
uted to the largest multinational companies operating
in the regiont as well as national companies making
educational contributions based on conversations
with key informants and the participation of national
business coalitions. The total response rate was: mul-
tilatina (n=22, 33 percent); multinational (n=1011);
and national (n=21). Because of a non-representative
response rate of the multinationals and unclear popu-
lation parameters for the national companies, the
responses from these surveys are not included in the
total estimates or trends, but some of the data is in-

troduced in the report to provide additional context.

Companies reported their investments in educa-
tion in U.S. dollars and in some cases local currency.
Conversions from local currency to 2010 U.S. dollars
used the following exchange rates as recorded from
December 31, 2010.

* The survey was distributed initially to the 100-largest multinational companies operating in the region based on the 2010
America Economia ranking (excluding multilatinas listed on the Boston Consulting Group list).
1 Given the response rate, the sample is not representative and merely provides additional data for comparison.
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Table 4: Exchange rates per $USD based
on December 31, 2010 rates

ARG 3.97192
BRA 1.65871
CHI 467.70538
COoL 1923.90124
MEX 12.34025
PERU 2.80505
UK 0.64053
VEN 4.29745

For projecting financial contributions, companies we
asked to report the total amount of contributions di-
rected to education by type (e.g. corporate cash, in-
kind, employee matching, foundation cash, etc.) during
a 12-month period over the 2010-11 fiscal year. The re-
sponse rate of the multilatinas in the sample appeared
relatively consistent with the nonrespondent popula-
tion in terms of revenue and ranking. The sectors rep-
resented in the sample were also relatively similar with
a slight underrepresentation of the technology and
health care sectors. Figure 12 depicts the multilatina
sample and population based on company size.

The overall similarity between the sample and popu-
lation allowed us to make a best estimate projection
transferring the sample to the larger population of
multilatinas. To project the total, two estimates were
used. The first projection used the mean and median
contributions across the sample and multiplied them
by the entire population. The second projection di-
vided the populations into quartiles assuming that
companies with higher revenue may contribute more.
The mean and median contribution for each quartile
based on the sample was calculated and their weighted
projected contributions were determined. Both calcu-
lations are depicted in tables 1and 2 in the document;
the first estimates $299.4 million annually (based on

Figure 10: Multilatina sample vs.
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the median) and $559.1 million annually (based on
the mean), while the second projects $224.5 (from
median) and $569.2 (from mean) annually as seen in
tables 5 and 6 below.

While it is impossible to make a scientific projection
for the nonrespondents, assuming similar behavior
as the respondents given the similar distribution by
sector and revenue, we consider the mean-based
projections a reliable exercise. The median-based
projections arrive at totals slightly larger than the
known contributions and do not account for several
large contributors that are likely in the nonrespondent
population. While one may assume that nonrespon-
dents did not respond because they contribute little,

previous studies of US Fortune 500 companies did not

find this to be the case as some of the most signifi-
cant contributors to education had corporate policies
about completing surveys or disclosing financial data
to third parties.?* Therefore, we do assume that the
mean project does not necessarily lead to an overesti-
mation of the multilatinas’ contribution.

Additional data was provided by multinational com-
panies not based in Latin America and national com-
panies within the region with limited cross-border
business activity. Neither of the samples was rep-
resentative of a clearly defined population and was
included to demonstrate additional known resources
from corporations in support of education in the re-
gion but was not included in any of the data suggest-

ing trends about the multilatinas.

Table 5: Total corporate contributions to education by multilatinas (million dollars),

projection base on mean and median

Contributions for
multilatinas based on the
sample median (m=2.7)

Financing Source

Multilatinas represented in the sample
(n=21)*

Estimate for multilatina
non-respondents (n=45)

Projected total (N=66)

Contributions for
multilatinas based on the
sample mean (m=8.47)

$1779 $1779
$121.5 $381.2
$299.4 $559.1

Table 6: Total corporate contributions to education by multilatinas (million dollars),
projection based on weighted revenue quartiles

Quartile Median
Revenue Quartile Population Contribution
(n=) in Sample

Highest 25% 17 5.3 (n=5)
50-75% 16 5.3 (n=5)
25-50% 16 1.4 (n=4)
Lowest 25% 17 1.6 (n=7)
Projected total
(N=66) 66

Estimated Mean Estimated
Contribution  Contribution in Contribution by

by Median Sample Mean
90.1 $22.3 (n=5) $379.1
84.8 $3.7 (n=5) $59.2
22.4 $1.7 (n=4) $27.2
27.2 $6.1(n=7) $103.7
$224.5 $569.2
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