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POLITICS OF CLIMATE CHANGE

Name: Prof. Dr. Reimund Schwarze
E-Mail: schwarze@europa-uni.de
Office hours: by appointment

COURSE DESCRIPTION

The aim of the course is to explore the concept of information asymmetry and show its
practical application to disclosure of non-financial risks by the companies in order to get an
access to climate finance. The essence, instruments (such as emission allowances, green
bonds, etc.) and methods of carbon pricing will be explored, as well as its role in blended
value creation. Carbon taxation and market financial instruments for climate finance
mobilization, their role in combating climate change will be also outlined. EITI Rules and
Standard will be explored and compared with other initiatives (UN Global Compact, PRI, GRI,
etc.) aimed at non-financial risks/information disclosure. Particular focus will be placed on
recent steps toward sustainable financial system, taken by the Chinese and European
authorities. Also, different applications of the Blockchain technology for energy and
financial markets will be discovered with special emphasis on possible ways of bridging
informational gap between the needs of companies and financial market.

ASSIGNMENTS

There is a mix of obligations the student must meet to fulfil the requirements of the course.
This includes 1) in-class participation covering the assigned text/lecture materials both
individually and within groups, 2) participation in online discussion board forum, 3)
responding to questions contained in case studies, 4) debating in class a key issue in
European Economics, 5) presenting an analysis of a European Economics issue reported in
the press and 6) final exam. There is no extra credit available in this course. The range of
assignments permits students to demonstrate comprehension in a variety of formats. Each
is described in detail as follows:

In-class participation - Your principal reading obligation is to keep up with the assigned
materials and in-class exercises within the course study outline contained in this syllabus.
Class attendance is expected and in-class participation will be evaluated on its contribution
to the learning process.

Policy for Cell Phones and Laptops/Tablets in the Classroom:

To avoid distractions, cell phones must be turned off and must not be on the desk or
otherwise viewable during class sessions (excluding breaks). Laptop and tablet use during
class is limited to taking notes related to the lecture or class discussions and/or researching
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material directly requested by the instructor. Internet searches will not be used to support
discussions or interaction during class time unless specifically requested by the instructor.
Students in violation of this policy will be considered absent for the entire class session (see
Attendance policy below) and may be asked to leave the classroom.

Absences:
If a student must miss a class session, an alternative assignment covering part of the missed
session's topics may be completed for partial credit counted towards class participation.

Online discussion:

To encourage student reflection and interaction in this course, students will participate in an
online discussion. Topic will be given for discussion periods with a forum posted on the
Moodle course site. Student contributions will be assessed based on their ability to address
the issues presented using concepts and evidence from the course that engages fellow
students in a thoughtful progression of ideas. Each discussion forum will be available
immediately after the designated class session and close at midnight on the day before the
subsequent class session. During the week-long discussion, students should expect to
contribute to the discussion on at least three different days including one posting of at least
200 words. Students will need to follow current European economic issues reported by the
press as these will form the basis for our online discussions. All quoted materials must
follow proper citation format. See the Moodle site for details of discussion topic.

Case study:
To demonstrate overall comprehension of the text and lecture concepts, students will

respond to assigned questions from a proposed Case Study. Answers should establish a
clear understanding of the significance to European Economics of the issues raised. Do not
describe the case or repeat information already given. Instead, using concepts and evidence
from the course text and lectures, students should apply this understanding to analyse the
wider contexts of the case example and its meaning for European economics. See the
Moodle site for details of a case study. Case study must be uploaded in Word format on
Moodle.

Information Asymmetry, Corporate Disclosure and Climate Finance issue debate:

During the 4th session of the course, groups of students will analyse a current issue
surrounding the impact of the quality of non-financial reporting on the access to climate
finance (reduced interest rates, more favourable credit conditions, etc.). A “pro” and a
“con” team will take opposing sides on the topic and debate the issue before the class. The
conversation should demonstrate a critical analysis. By the second session, students form
groups to select a topic of interest from a list provided by the instructor. See Moodle for
further details on the structure and timing of the debates.
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Article Analysis Presentations:

Students will individually evaluate an article from a news publication (good sources are the
Economist, Wall Street Journal, Financial Times, Bloomberg, Forbes). While the choice of
articles is yours, its focus must be on an economic issue and dated 2018 (attach a copy of
the article). The objective is to demonstrate a critical analysis of the article's content by
relating to the economics concepts introduced in the course sessions using your notes,
experiences, and the course readings. Presentations will be evaluated based on the degree
to which students accurately recognize problems and theoretical underpinnings of a given
issue. See Moodle for further details of the presentations.

GRADING

Final grades will be based on the following weighted factors:

Case Study 10%
Online Discussion 10%
Class debates 15%

Project presentation 15%
Class Participation  15%
Final exam 35%
TOTAL 100%

PLAGIARISM & ACADEMIC MISCONDUCT

It is expected that all homework assignments, projects, papers, and examinations and any
other work submitted for academic credit will be the student’s own. Students should always
take great care to distinguish their own ideas and knowledge from information derived from
sources. The term “sources” includes not only primary and secondary material published in
print or online, but also information and opinions gained directly from other people.
Quotations must be placed properly within quotation marks and must be cited fully. In
addition, all paraphrased material must be acknowledged completely. Whenever ideas or
facts are derived from a student’s reading and research or from a student’s own writings,
the sources must be indicated. It is the expectation of every course that all work submitted
for a course or for any other academic purpose will have been done solely for that course or
for that purpose.

Students who violate University rules on scholastic dishonesty are subject to disciplinary
penalties, including failure in the course and be remanded to the appropriate authorities of
their home university for disciplinary action. This might lead up to a dismissal from the
University.
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ATTENDANCE

Because of the extent of material to be covered in this six-session course, it is important

that you come well prepared. Students are responsible for all information given during the
class instruction. Students missing class will need to make arrangements with the instructor
and complete an alternative assignment. Students missing more than two classes will not
receive credit for the course (note above policy on use of cell phones and laptops applies

here).
COURSE SCHEDULE
Table 1
Session Topics Readings Activities
1 Information Adverse Selection Introduction to the
Asymmetry and “Principal-Agent Problem” course
Climate Finance Transaction Costs
2 Climate Finance and | Green Credits Critical thinking
Blended Value Non-financial risks discussion
Creation Blended Value Creations
3 Disclosure of UN Global Compact Presentation topic
NonFinancial Risks GRI statements due
on PRI Class Debate
Corporate Level
4 EITI as a Sector EITI Rules Online discussion
Specific Approach to | EITI Standard due
Non-Financial Article Analysis
Information Presentations
Disclosure
5 EITI as a Sector EITI Germany EITI Critical thinking
Specific Approach to | Norway discussion
Non-Financial
Information
Disclosure
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6 Application of Internal Carbon Pricing Presentation topic
Carbon Pricing to Carbon Taxation statements due
Reduce EU Emission Class Debate
Climaterelated Allowances
Information
Asymmetry
7 Information Green Washing Critical thinking
Asymmetry and Green Bonds Taxonomy discussion
Green Bonds Market
8 Urban Climate Sustainability Presentation topic
Finance Bonds, Green statements due
Bonds, Class Debate
9 Green Financial Recommendations of the Online discussion
Policy High-Level Expert Group on due
Sustainable Finance Article Analysis
EU Action Plan Presentations
10 Climate Insurance Global Index Insurance Presentation topic
Facilities (GIIF) statements due
Cat Bonds Class Debate
11 Market-based European Trading System (EU Online discussion
instruments to ETS) due
tackler greenhouse | CORSIA Article Analysis
gases from Presentations
international aviation
and shipping
12 Blockchain State and Trends in Climate Critical thinking
Technology and Finance discussion
Climate Finance Blockchain Technology
Related Information Final exam
Flows

The schedule may be changed at any regularly scheduled class meeting depending on class
requirements.
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COURSE READINGS

Sushchenko 0., Schwarze R. (2016), Carbon taxation and market financial instruments for
mobilizing climate finance, KAS Policy Paper 27, 36 p.

Useful links for material and data:

Environmental Finance — News, Data, Analysis. URL:
https://www.environmentalfinance.com

UNFCCC Newsroom - News, Analysis, Reports. URL:
http://newsroom.unfccc.int/about/

Luxembourg Stock Exchange - Data, News, Reports, Analysis. URL:
https://www.bourse.lu/home

Climate Bonds Initiative - News, Reports, Analysis, Data. URL:

https://www.climatebonds.net
Financial Times — News, Analysis. URL: http://ft.com

Session 1. Information Asymmetry and Climate Finance

¢ Akerlof G. (1970), The Market for Lemons: Quality Uncertainty and the Market
Mechanism, Quarterly Journal of Economics 84, 488-500.

* Spence M. (1973), Job Market Signaling, Quarterly Journal of Economics 87, 355-
374.

* Rothschild M. och J. Stiglitz (1976), Equilibrium in Competitive Insurance Markets:
An Essay on the Economics of Imperfect Information, Quarterly Journal of
Economics 90, 629-649.

* Falconer A., Stadelmann M. (2014), What is climate finance? Definitions to
improve tracking and scale up climate finance, Climate Policy Initiative, July 2014,

9p.

* Joint Report on Multilateral Development Bank's (2015), The World Bank Group,
53 p.

* Global Landscape of Climate Finance 2017, Climate Policy Initiative, October 2017,
18 p.

* R.H. Coase (1960). The Problem of Social Costs. Journal of Law and Economics,
Vol. 3, October, p. 1-44.

e The Global Risks Report 2018, 13" Edition, The World Bank Gourp, 67 p.

¢ Stechemesser, K. and Guenther, E. (2012). Carbon accounting: A systematic
literature review. Journal of Cleaner Production, Vol. 36, p. 17— 38.
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Pattberg, P. (2017). The emergence of carbon disclosure: Exploring the role of
governance entrepreneurs. Environment and Planning C: Politics and Space, Vol.
35(8), p. 1437-1455.

Frankfurter Erklarung: Freiwilliges Bekenntnis zur Umsetzung einer gemeinsamen
Nachhaltigkeitsinitiative am Finanzplatz Frankfurt am Main. Deutsche Borse.

Session 2. Climate Finance and Blended Value Creation

Sushchenko O., Schwarze R. (2016), Carbon taxation and market financial
instruments for mobilizing climate finance, KAS Policy Paper 27, 36 p.

Falconer A., Stadelmann M. (2014), What is climate finance? Definitions to
improve tracking and scale up climate finance, Climate Policy Initiative, July 2014,
9 p.

Global Landscape of Climate Finance 2017, Climate Policy Initiative, October 2017,
18 p.

Bowen, Howard B. Social Responsibilities of the Businessman, Harper, 1953, p.
276.

Auserwald, F. Creating Social Value. Stanford Social Innovation Review, Spring
2009, - 51-55 p. URL:

Elkington John (1999). Cannibals with forks. The Triple bottom line of the 21st
century business // John Elkington. - Oxford: Capstone Publ., - 410 p. (324/QP 150
E43)

Elkington, John. The power of unreasonable people. How social entrepreneurs
create markets that change the world // John Elkington. - Boston, Mass.: Harvard
Business Press, 2008, - 242 p. (40/QP 230 E43)

Jed Emerson (2005). Maximizing Blended Value — Building Beyond the Blended
Value Map to Sustainable Investing, Philanthropy and Organizations, January
2005, 47 p.

Porter, M. E., and Mark R. Kramer (2006). Strategy and Society: The Link between
Competitive Advantage and Corporate Social Responsibility. Harvard Business
Review 84, no. 12. —78-93 p.

Porter, M. E., and Mark R. Kramer (2011). Creating Shared Value: How to
Reinvent Capitalism — and Unleash a Wave of Innovation and Growth. Harvard
Business Review, January-February. — 78-93 p.
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Session 3. Disclosure of Non-Financial Risks on Corporate Level

Sushchenko 0., Schwarze R. (2016), Carbon taxation and market financial
instruments for mobilizing climate finance, KAS Policy Paper 27, 36 p.

Guide to Corporate Sustainability. Shaping a Sustainable Future (2014), The UN
Global Compact, 48 p.

The UN Principles for Responsible Investment and the OECD Guidelines for
Multinational Enterprises: Complementarities and Distinctive Contributions
(2007), OECD, 12 p.

GRI Standards (2017). Global Reporting Initiative.

KPI for ESG. A Guideline for the Integration of ESG into Financial Analysis and
Corporate Valuation. Version 3.0 (2010), Society of Investment Professional in
Germany, 169 p.

Measuring Intangibles. Robecosam’s Corporate Sustainability Methodology
(2015). RobecoSAM AG, 15 p.

TCFD Final report FAQs (2017). The Task Force on Climate-Related Financial
Disclosures, 5 p.

Financing a Sustainable European Economy. Final Report 2018 by the High-Level
Expert Group on Sustainable Finance. Secretariat provided by the European
Commission, 99 p.

COM (2018) 97 final. Communication from the Commission. Action Plan:
Financing Sustainable Growth, Brussels, 8.3.2018.

Thinking allowed. Climate-related disclosure. Integrating climate-related
information in the annual report (2017), Deloitte, 2017, 17 p.

Limited Visibility. The Current State of Corporate Disclosure on Long-Term Risks
(2017), Tragedy of the Horizon Program, Research Report, September 2017, 75 p.
Aviva Investors. Investment Research: Time for a Brave New World? (2017), Aviva
Investors, 38 p.

How Stock Exchanges Can Growth Green Finance (2017), Sustainable Stock
Exchange Initiative, 49 p.
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