ESG: Theory and Applications
Spring 2024

14:00-17:00 Tuesday, Chengze Garden #132

Syllabus

Instructor:

Yuhang Pan

Email: yhpan@pku.edu.cn

Office hours: 3:00-5:00pm, (Room120, No.24 Building, Main Campus)

Course overview:

Firms and projects attract investment through their financial and non-financial
performance, with the former usually presented through financial statements and the
latter through reports on their Environmental impact, Social responsibility, and
corporate Governance. This course will discuss ESG issues from the perspective of
companies, markets, governments, and investors. We will start with reports and
statistics on these three non-financial factors, and then use research papers and
practical cases to understand: (1) why these indicators are important to companies,
(2) derived ESG products and markets, (3) how to design public policy for ESG
management, and (4) good versus distorted ESG behavior.

Course Obijectives:

1. To gain in-depth understanding of how businesses integrate ESG into their
strategies and operations, with special focus on ESG reporting, skills and
techniques to effectively assess and disclose ESG performance, and proper ways
to address ESG issues to stakeholders.

2. To provide a comprehensive understanding of different empirical methods and
underlying theories in ESG and their applications to real-world problems.

3. To enable students to analyze ESG risks and opportunities and assess ESG
company performance using publicly available information.

4. To develop essential skills to read high-quality empirical papers in leading
economics journals.

5. To foster creativity in research design and critical thinking in assessing empirical
research via theoretical foundation.

Prerequisites:

It should be noted that practices in ESG accounting and reporting are only one part of
this course. Ideally, students enrolling in this course should have been exposed to
some basic microeconomic theory or have completed undergraduate-level
econometrics, e.g., basic probability and statistics, matrix algebra, and the classical
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linear regression model. However, if you have not met these prerequisites but are still
interested in taking the course, feel free to reach out to me for further discussion.

Statistical Software:

Demonstrations during lectures will be conducted in Stata or R. In the long run, if you
are doing applied micro-econometrics research or data analysis practice, you will
almost surely end up using one of these two packages.

Assessment:
Participation/Presentation 30%; Problem Sets 40%; Research Proposal (with
preliminary results) 30%.

We will assign 4 problem sets during the semester. For the first three problem sets,
you can work cooperatively in groups of up to 2. Late problem sets will incur a penalty
of -10% per day late. The last problem set must be worked by yourself and submitted
on time; it will not be accepted if late.

Meeting:
The best way to meet is to send me an email (yhpan@pku.edu) to schedule — in fact,

you are supposed to email me so we can talk about your question or your paper project.
We can talk either offline or online.

Textbook:

The course is not based on any one textbook. Some basic background ideas will be
borrowed from Principles of Corporate Finance (14ed) by Richard Brealey et al. and
Handbook of Sustainable Finance by Thierry Roncalli. Part of our contents are drawn
heavily from lectures notes by Florian Berg (MIT), Alex Edmans (LBS), Caroline
Flammer (Columbia), Michael Greenstone (Chicago), Zacharias Sautner (Zurich), and
Johannes Stroebel (NYU).

Topics and Tentative Schedule
l. Introduction to Environmental, Social, and Governance (ESG)
lI. ESG Measurement and Impact

A. ESG Reporting

B. ESG Rating

C. Economic Impact of ESG Ratings

D. Divergence of ESG Ratings
[ll. Environmental Factors

A. Climate Change Risk Exposure

B. Pollution and Other Natural Disasters Risk Exposure

C. Adaptation and Market Responses to Environmental Risks
IV. Social Factors

A. Business Activities and Social Issues

B. Corporate Social and Financial Performance
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C. Social Impact Investing
V. Governance Factors
A. Top Team
B. Employee Engagement
C. Diversity, Equity, and Inclusion (DEI)
D. Corporate Governance Failures
VI. ESG Investment and Regulation
A. Ethics, Law, and Policy for ESG
B. ESG Investment
VII. Special Topic: Climate Finance
A. Green Bonds
B. Carbon Markets

VIIl. Companies’ ESG Practices

A. ESG Management
B. Greenwash

C. Platform Economy and Sustainable Development
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