
 
  

  

Finance and the Environment 
 

Course Module in Business and Environment   
 
Course Modules help instructors select and sequence material for use in segments of a course. Each 
module represents the thinking of subject matter experts about the best materials to assign and how to 
organize them to facilitate learning. 
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
 
1. Overview of suggested content (HBS case unless otherwise noted)    
 

Title  Author Product 
Number 

Publication 
Year Pages Teaching Note 

 1. Business and Environmental Risks 
Chad-Cameroon Petroleum 
Development and Pipeline 
Project (A through E) 

Esty & 
Ferman 

202010 2006 22p 202032 

Alternative 1: International 
Rivers Network and the 
Bujagali Dam Project 

Esty & Sesia 204083 2005 25p 204115 

Supplement 1: Scorched 
Earth: Will Environmental 
Risks in China Overwhelm Its 
Opportunities? (HBR article) 

Economy & 
Lieberthal 

R0706F 2007 11p -- 

Supplement 2: An Overview 
of Project Finance and 
Infrastructure Finance—2009 
Update (HBS note) 

Esty & Sesia 210061 2011 29p -- 

2. Environmental Risk Management 
Equator Principles: An 
Industry Approach to 
Managing Environmental and 
Social Risks  

Esty, Sesia, 
& Knoop 

205114 2007 21p 205115 

Alternative 1: Environmental 
Risk Management at 
Chevron Corp. 

Reinhardt, 
Mandelli, & 
Burns 

799062 1999 28p 799112 

https://hbsp.harvard.edu/product/202010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/202010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/202010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/204083-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/204083-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/204083-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0706F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0706F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0706F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0706F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210061-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210061-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210061-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210061-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/205114-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/205114-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/205114-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/205114-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/799062-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/799062-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/799062-PDF-ENG?itemFindingMethod=Search


 
  

  

Alternative 2: Ocean Spray 
Cranberries: Environmental 
Risk Management 

Vietor & 
Murray 

794088 1994 27p 795082 

Supplement: Competitive 
Advantage on a Warming 
Planet (HBR article) 

Lash & 
Wellington 

R0703F 2007 12p -- 

 
II. Rationale for selecting and sequencing the items in this module   
 
This module is designed to examine finance and the environment with a focus on environmental risks and 
risk management. The module is written with a deep focus on these two topics in order to illustrate the 
breadth and importance of the challenges and potential solutions, and to offer instructors a wide array of 
subject matter to utilize. 
 
The cases in Section 1 look at large capital investments that present significant opportunities, both 
economic and social, but also significant environmental risks and ethical issues. The Chad-Cameroon 
Petroleum Development and Pipeline Project case analyzes the decision to approve funding for the $4 
billion Chad-Cameroon Petroleum Development and Pipeline project. The case describes the project, its 
setting, and the World Bank's decision on whether to participate in the deal, as well as the strong opposition 
to the project's environmental, social, and revenue management policies. The case illustrates the 
complexity of negotiating large deals between public and private entities andthe opportunity inherent in 
large-scale investment. It creates an in-class discussion around whether the benefits received by the host 
countries are commensurate with the risks they bear. This discussion raises critical ethical issues related 
to investment in developing countries. With regard to project finance, the case illustrates the difference 
between project and corporate finance and shows that risk sharing and risk mitigation are motivations for 
using project finance.  
 
As an alternative, the International Rivers Network and the Bujagali Dam Project case also asks students 
to analyze the ethical and environmental implications of large-scale investments in developing countries. 
The case also highlights the implications of policy decisions regarding project information disclosure.  
 
The first supplement, “Scorched Earth: Will Environmental Risks in China Overwhelm Its Opportunities?” 
examines the strategic risk of large-scale investment in China due to looming environmental crises and 
current pollution issues that affect worker health and productivity. It suggests that project and growth 
investments need to consider environmental risks closely, in both the short and long term. The second 
supplement, An Overview of Project Finance and Infrastructure Finance—2009 Update, provides an 
overview of the project finance industry and an introduction to infrastructure finance. It is a useful 
background reading when introducing students to project and infrastructure finance cases like those in 
Section 1. 
 
Section 2 looks at solutions, opportunities, strategies and roles in the management of environmental risks 
both at an industry and firm level. The Equator Principles: An Industry Approach to Managing Environmental 
and Social Risks case analyzes the decision by 10 leading international banks to adopt voluntary guidelines, 
called the Equator Principles, to promote sustainable development in project finance. The case challenges 
students to explore what roles and responsibilities financiers have in managing risks to the environment 

https://hbsp.harvard.edu/product/794088-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/794088-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/794088-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0703F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0703F-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0703F-PDF-ENG?itemFindingMethod=Search


 
  

  

and society in large-scale projects. The case highlights the challenges of developing and implementing 
industry-wide policies on sustainable development. It also facilitates a discussion around the effectiveness 
and impact on competition of voluntary standards for environmental and social accountability. 
 
As an alternative, Environmental Risk Management at Chevron Corp. examines the worldwide, vertically 
integrated value chain that Chevron manages from the oil well to the gasoline station. Mishandling oil was 
a major risk, as it could potentially damage the natural environment, human health, corporate profitability, 
and corporate reputation. However, managing environmental risks through centralized programs often 
comes with high cost and push back, especially in decentralized companies. The case exposes students 
to the usefulness of analytical systems for managing business risks that arise in industrial operations, and 
to the difficulties in implementing such systems. More broadly, it raises questions about tradeoffs in 
environmental risk management. 
 
A second alternative is the Ocean Spray Cranberries: Environmental Risk Management case. Ocean Spray, 
one of the most successful agricultural cooperatives in the United States, faces difficult environmental 
management problems associated with water usage and wetlands development. A single incident could 
cause a great deal of environmental and reputational damage, so Ocean Spray needs to ensure that its 
grower-owners utilize best environmental practices in water management and chemicals use. The case 
offers another look at firm-level action to mitigate and manage environmental risk in a cost effective manner. 
 
The supplement “Competitive Advantage on a Warming Planet” discusses strategies that firms can use to 
make environmental risk management a competitive advantage in addition to sound business strategy. The 
author lays out reasons that companies should be measuring their impact on climate and recognizing both 
risks and opportunities related to those impacts and adapting their business model based on those risks 
and opportunities.  
 
 


