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Financial contracts and markets can improve 
environmental quality in a profitable and 
therefore economically sustainable manner. 
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Executive Summary  
 

 
 Since 1980, the Property and Environment Research Center (PERC) has led the 

development of market solutions to environmental problems. It has become known as 
PERC University—the place where scholars evaluate theories and evidence for free 
market environmentalism, the place where policy makers and journalists learn about 
environmental market solutions, and the place where professionals and entrepreneurs 
hone their business and economics skills to do well for themselves by doing good for 
the environment. 
 

 PERC proposes to build on this success by launching the Environmental Finance 
Institute. The institute will offer an integrated educational and mentorship program, 
with the goal of helping professionals understand, develop, and apply financial 
strategies that increase environmental and business value.  

 
 The Environmental Finance Institute will differ from existing environmental finance 

programs that emphasize tax-favored strategies and distributive justice. By putting 
political distribution before economic efficiency, these programs ignore opportunities 
for students to succeed professionally by improving environmental quality and 
business performance. 

 
 The Environmental Finance Institute will offer residence- and distance-education 

modules to efficiently serve an unmet demand for fundamentals-based training in 
environmental finance. To complement this training, the institute will also connect 
environmental, business, and policy students with mentors who have successfully built 
their own environmental finance practices on market principles.  

 
 Together, the institute’s fundamentals-based curriculum, efficient delivery mechanisms, 

and access to professional mentors will allow participants to build valuable analytical 
and managerial tools, and do so in a cost-effective manner. Participants will graduate 
with a durable and marketable set of skills for solving environmental problems with 
financial market solutions.  

 

 
 
 
 
PERC’s Environmental Finance Institute will help early- 
and mid-career participants succeed professionally by 
creating win-win environmental transactions. 
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The Economy, Environment, and Finance   
 
Finance fuels economic progress by making it easier for real resources to find more highly 
valued uses. A strong financial sector, for example, allows people to specialize in their jobs, 
build human capital, and create innovations that serve demands at a lower cost. Finance 
helps people create more with less, and thus conserve resources in an economically 
sustainable manner.  
 
This observation highlights an important opportunity for financial professionals and 
business entrepreneurs to productively govern environmental quality. As demand for 
environmental goods and services has grown, however, opportunities to serve that demand 
have been pulled into the domain of public governance. Creating markets for those goods 
and services can do better, and financial services can help.  
 
Like conventional economic sectors, the environment produces highly valued goods and 
services. But while market-based management enjoys a long history of creating value 
across different sectors, environmental problems regularly fuel calls for top-down 
interventions. Financial services, such as environmental assurance contracts, can and do 
offer a more productive bottom-up solution—one that does well for the financier, 
transacting parties, and the environment. 
 
  

Current Enviro-Finance Courses Focus on Tax Favors 
 
Marketed with titles like “Investing for Environmental and Social Impact,”1 existing enviro-
finance courses tend to take a triple bottom line approach—that is, they work from the 
assumption that social and environmental values fundamentally conflict with the single 
bottom line of profitability. Given this assumption, course content tends to focuses on tax-
favors (rather than market-based governance) as a mechanism for reconciling profit 
motives and environmental goals. Examples include tax deductions for conservation 
easements, tax credits for alternative energy investment, subsidies for water conservation, 
and outright production of environmental amenities on public lands.  
 
For this approach to work, however, our political process must create tax favors with an 
eye toward efficiency—that is, making more with less and thus fueling conservation. It does 
not. Competitive markets across time and place have proven to be a better driver of 
efficiency than political markets. 
 
Environmental finance programs that focus on distributional justice miss the mark by 
ultimately instructing students how to make less with more. In addition, rather than equip 
students with durable analytical tools, these programs require students to regularly revisit 
the classroom to keep pace with ever-changing tax codes. Current environmental finance 
programs thus tend to offer students short-lived benefits in terms of professional 

                                                 
1 Appendix A lists several such titles from alternative environmental finance courses.  
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development, and little in the way of increased ability to fundamentally improve 
environmental quality.  
 
 

PERC’s Environmental Finance Institute: A New and Better Way  
 
The Classroom 
 
PERC’s Environmental Finance Institute will equip students with a fundamentals-based 
analytical and management skill set—one that builds on institutional strategies for win-win 
transactions and thus facilitates increasing environmental quality while expanding 
economic opportunity (as opposed to directing environmental policy for narrow political 
ends). In addition, the institute will deliver its curriculum and services through a 
combination of distance- and residence-education modules, with the goal of efficiently 
equipping students to move analytical skills (such as project and option valuation) out of 
the classroom and into productive applications like environmental assurance and 
conservation investment services.  
 
The Students 
 
Prospective students include early- to mid-career professionals in business, law, and policy 
who would benefit from a better understanding of finance and its practice in the 
environmental sector. PERC currently serves professionals like these through its 
Enviropreneur Institute, as well as Policy and Media Fellows programs. Participants rate 
these programs highly, but also note that a better understanding of finance would go far in 
advancing their own businesses, projects, and careers.  
 
In addition, non-environmental professionals increasingly express interest in how financial 
services can better manage environmental risks and opportunities. Deloitte (the consulting 
firm), for example, recently reported that a majority of surveyed chief financial officers 
(CFOs) sees environmental policy as one of the biggest sources of regulatory risk. Sounding 
a similar note, the Wall Street Journal recently argued that “Water Is a CFO Issue.”  
 
Reports like these highlight a demand from even non-environmental businesses for 
professionals who not only understand finance, but can also put those principles into 
productive environmental practice by, for example, managing business and regulatory risks 
from an increasing scarcity of water. PERC’s Environmental Finance Institute will thus also 
serve students who want to further their financial training with a particular focus on 
environmental applications.  
 
The Curriculum 
 
The curriculum will be developed and taught by leading financial scholar-instructors and 
successful environmental finance professionals. Instruction will begin with basic valuation 
tools and build toward applications such as biodiversity options, environmental insurance 



Environmental Finance Institute    5 

 

 

contracts, and environmental investment management.2 Problem sets, case studies, and 
mentor-meetings (for resident students) will augment lectures and classroom discussion to 
further students’ technical training and offer insights to the professional practice of 
environmental finance.  
 
Students who participate in the residence education modules will be competitively selected 
for entry and rigorously evaluated during end-of-semester presentations to a panel of 
environmental professionals. All students will have an opportunity to earn a professional 
certification that clearly communicates performance in the course to recruiters and 
employers who are searching for environmental finance expertise. 
 
The Organization 
 
The Environmental Finance Institute will leverage the considerable organizational 
intelligence that PERC has developed through many offerings of its intellectually rigorous 
and practically focused educational programs. The institute will also serve demands from 
those programs’ participants for financial education, and thus equip PERC to more 
completely serve students who want to reach environmental and economic goals in a 
complementary manner. Finally, the institute will bring to PERC an education model that 
promises efficiency gains in terms of both instructional production and student 
participation. 
 
 

Support for PERC’s Environmental Finance Institute  
 
After considerable vetting with financial scholars and environmental professionals, as well 
as educational and technology consultants, PERC is confident that the Environmental 
Finance Institute can competently and efficiently serve an unmet demand for training in 
market-based financial solutions for environmental problems. To put the institute into 
practice, PERC is soliciting financial support from interested individuals and private 
businesses.  
 
Donor support is especially important for launching the institute in a timely manner. In 
addition to improving environmental and economic performance through the institute, 
supporters will see their investments create complementary impacts throughout PERC's 
supply chain, from basic research to media outreach. Just as PERC’s applied programs are 
structured to give participants and students a competitive return on their time and efforts, 
complementarities in PERC’s organizational structure have long been a productive source 
of leverage for the generous support of donors. 
 
Going forward, PERC plans to build on this support with student tuition and other revenue-
generating mechanisms that are made possible by the institute’s distance education 
module, such as online advertising and associations with professional recruiters. This 
diversified portfolio of revenue sources will help PERC search for and act on opportunities 
                                                 
2 Appendix B of this prospectus offers a tentative course outline. 
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to continually improve the Environmental Finance Institute and further its offerings of 
related programs.  
 

Budget 
 
Discussions with potential faculty members, as well as computing and marketing 
consultants, suggest an initial year budget of approximately $190,000 is necessary to 
recruit a resident class of about 20 high-quality students, develop high-quality course 
content and delivery mechanisms, fund faculty and mentors, and administer a semester-
long Environmental Finance Institute. Marketing and course development costs are 
expected to decrease in future years, bringing the estimated ongoing cost of annually 
offering the Institute to $160,000.  
 
The following table details these expected costs.   
 
 

Description Initial Year Future Years 
Marketing and Admissions $25,000 $15,000 
Consulting for Course Delivery  15,000 10,000 
Technology Upgrades 7,500 7,500 
Course Development 25,000 10,000 
Instruction and Mentoring Services 45,000 45,000 
Faculty/Mentor Travel, Lodging, Meals  20,000 20,000 
Student Meals and Lodging 30,000 30,000 
Ground Transportation 2,500 2,500 
Classroom Rental and Equipment 10,000 10,000 
Administrative Support 10,000 10,000 

 $190,000 $160,000 

 
Funding will rely on donors, especially during the institute’s early years. Resident tuition 
will increase as the institute becomes better known among both prospective participants 
and environmental finance employers.  
 
Ultimately, the mix of donor and tuition support will be similar to that of traditional 
universities. In addition, PERC will seek funding for the institute’s services through 
sponsorships with interested business, collaborations with professional recruiters, and 
advertising through distance-education platforms.  
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Appendix A: Titles from Alternative Enviro-Finance Courses   
 
Finance, Accounting & the Triple Bottom Line 
Bainbridge Graduate Institute, Seattle, WA 
 
Shareholder Activism 
Boston University, Boston, MA  
 
Public Policy and Civil Society: Options and Issues in Financing the Third Sector 
Carleton University, Ottawa, ON (Canada) 
 
Sustainable Investing  
Columbia University, New York, NY 
 
Entrepreneurial Impact Investment: Aligning Money and Values  
Georgetown University, Washington, DC 
 
Affordable and Mixed-Income Housing Development, Finance, and Management  
Harvard University, Boston, MA 
 
Responsible Real Estate Investment and Development  
MIT, Boston, MA 
 
Investing for Environmental and Social Impact  
New York University, New York, NY 
 
Impact Investing: Applying Financial Innovation to Address Environmental and Societal 
Issues and Opportunities  
Northwestern University, Chicago, IL 
 
Managing a Socially Responsible Investment Fund 
University of California at Davis, Davis, CA 
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Appendix B: Prospective PERC Curriculum  
 
Residence Education 1  
 

 Opening reception and introduction to faculty, mentors, and students  
 Property rights, contracts, and environmental economics  
 Finance and transaction costs  
 Financing the environment—introduction and course overview  
 Mentoring sessions and course-project planning  

 
 
Distance Education 1  
 

 Discounted cash flow (DCF) analysis  
 Accounting for environmental financiers and project managers  

 
 
Distance Education 2  
 

 Capital budgeting: Basic tool for identifying productive environmental projects    
 Advanced capital budgeting: How to evaluate uncertainty and real options   

 
 
Distance Education 3  
 

 Cost of capital  
 Capital structure, governance, and funding environmental projects  

 
 
Distance Education 4  
 

 Enviro-finance assets and portfolio diversification     
 Environmental insurance  
 Structuring business associations for environmental finance ventures  

 
 
Residence Education 2  
 

 The state of environmental finance: Given our understanding of how finance can 
improve environmental quality and economic performance, what is the 
environmental finance sector getting right? Wrong? What opportunities are 
available to do better? Obstacles to overcome? How can we start doing it?  

 Mentoring sessions  
 Project wrap-up and presentations  
 Commencement and closing keynote address  


