
 2nd Semester Social Science Department Prof. Dr. Stefan Houpt 
 Course 2023/2024 Universidad Carlos III de Madrid Office 18.2.C01 
 2nd Year Masters in Social Sciences stefan.houpt@gmail.com 

 

 

  

The Political Economy of the Environment 
Lectures Tue 10:00 – 13:00  Room 18.01.A01  

-  
 

Course Description 

What is a “free” market, and how do markets work? This class addresses this question directly in thinking about 
environmental policy given the importance of markets for environmental problems and their solutions. The course begins 
with a general consideration of the relationship between economics and politics, putting the notion of “free” markets into 
perspective and investigating the embedded nature of markets within political systems.  It then considers the impact of 
various political economic institutions on the environment.  Beginning with authors who tout the environmental benefits 
of an “unfettered” market, the course then considers policy approaches that try to incorporate market principles in a 
political context. One approach—tradable emissions permits—attempts to get the institutions right by eliminating 
externalities, or the social costs and benefits of private actions. A contrasting approach—expert-driven cost benefit 
analysis as well as green taxes and payments for ecosystem services—seeks to rationalize political choices by getting the 
prices right, quantifying policy tradeoffs in market prices and measurements of citizen “willingness to pay.” Each approach 
offers distinct blends of market instruments and political constraints, with unique and controversial implications. Finally, 
the class concludes with a discussion of solutions rejecting the market altogether, focusing instead on deliberative, 
community-based policies. Striking the right balances—between coercion and flexibility, national and local control, and 
markets and politics—in shaping human behavior is the course’s overarching theme. 

Prerequisites 

The class is designed at the graduate student level. While there are no formal pre-requisites, students who have had no 
previous courses in public policy, political science, or environmental issues may want to speak with the instructor. Given 
the complexity of the problems and solutions students should expect a workload and intellectual challenges beyond a 
standard graduate seminar. As an advanced master’s seminar, the class is reading and writing intensive. Finally, active 
participation in class discussions is expected of all students. Students with concerns about these expectations should speak 
with me during the first week of class. 

Course Learning Objectives 

Master and be able to explain what markets are and how the market system is connected to politics. Master and be able 
to explain and critique different approaches to protecting the environment that rely on or reject market principles. Master 
and be able to explain and critique the ethical issues raised by different market-based policies, including environmental 
justice considerations. Build writing and critical thinking skills, especially as applied to arguments related to markets and 
the environment. 

Consultation tutorials 

Consultation tutorials will be attended to by previous appointment only. Appointments will be arranged by email and 
sessions will be held in Google Meet sessions in a 20-minute format after having submitted a written summary of the 
issues to be discussed.  

 



 

 

Course Requirements: 

Analytic papers (2 papers, together 40% of grade). These approximately 6-page papers/presentations must advance an 
argument about one or more readings from a given section of the course. Outside readings are not encouraged. One is 
due in February, the other in March/April. More information on these papers will be provided in a separate document.  
Final Essay Exam (40% of grade).  To give students a chance to “knit together” the course material, there will be a 72-
hour take home final exam given during finals week. Potential essay questions will be assigned to students in advance. 
Expect to give a ten-minute presentation of your essay assignment’s outline on the last day of class. 
Class Participation (20% of grade). Students are expected to attend and participate in every class session except for 
excused absences. Students will help lead discussion as part of a team at least two times during the semester. There will 
also be discussion threads on Aula Global we will use during the semester as an alternative way to discuss course 
readings and ideas. Class participation will be graded according to engagement during our real-time class sessions, with 
higher weight on the sessions a student helps to lead discussion, as well as questions and comments posted in the on-
line discussion forum in Aula Global. A rubric of standards for class discussion grades will be posted on Aula Global.  
Attendance policy: Although attendance is expected at every class session, students may be excused for the following 
reasons: grief/bereavement, medical reasons and reasons approved by the instructor. If you must miss class at any point 
in time during the semester, please reach out to me via email so that we can communicate about how you can maintain 
your academic progress. If you find yourself too sick to progress in the course, notify the director of the master’s 
program and notify me via email. We will make arrangements based on your particular situation. 
Behaviour: There will be NO make-ups for any of the missed activities in the course. Previously unexcused failure to appear for 
or submit papers, exams or any other form of evaluation will result in a zero for that part of your assessment. Program your 
other activities accordingly. Good discussion seminars are a collective good. They rely on the hard work and commitment 
of those enrolled.  In addition, please respect the different experiences, beliefs and values expressed by everyone in this 
course. Behaviors that threaten, harass, discriminate or that are disrespectful of others will not be tolerated either in our 
real-time discussion or on discussion threads. Inappropriate behaviors will be addressed with disciplinary action. 
Materials: The course materials are available on Aula Global. They include: syllabus, class schedule, text books and 
readings, lecture slides, and instructions for course essay. 
Electronics Policy: Because we will be interacting during lectures, introducing new material during classes that is not in 
the readings, and completing many in-class exercises, it is important that you give class your full attention and not 
distract others. Therefore, phones must be put away during class. Use of laptops and tablets is restricted to following 
class presentations or taking notes. Violations will result in a warning, and penalties on your class participation grade. 

Academic Dishonesty.  

Academic dishonesty in this class includes outside collaboration during the take home exam and instances of plagiarism 
in the required writing assignments, exams, or on-line discussion threads. Instances of academic dishonesty are very 
serious and will result in penalties ranging from a “zero” grade for the given assignment to failure for the entire course. 
More serious incidents may also be referred to the Dean’s and Vice-Chancelor’s Office, where additional university level 
penalties, including removal from the university, may be considered. 

Non-discrimination Policy.  

We are committed to maintaining a community which recognizes and values the inherent worth and dignity of every 
person; fosters tolerance, sensitivity, understanding, and mutual respect among its members; and encourages each 
individual to strive to reach her or his own potential. In pursuit of its goal of academic excellence, the University seeks to 
create a space of equal opportunity. The University believes that diversity among its many members strengthens the 
institution, stimulates creativity, promotes the exchange of ideas, and enriches campus life. More details are available 
on the University webpage Equality. 



 

 

 

Course outline  

 
Text Books: 
John Bellamy Foster, The vulnerable planet (New York: Monthly Review Press, 1999) 
Charles E. Lindblom, The market system: What it is, how it works, and what to make of it (New Haven: Yale University Press, 2002) 
Roger A. Pielke, Jr. The honest broker: Making sense of science in policy and politics (Cambridge, UK: Cambridge Univ. Press, 2007). 
Mark Sagoff, Price, principle and the environment (Cambridge: Cambridge University Press, 2004) 
Cass Sunstein, The cost-benefit revolution (Cambridge: MIT University Press, 2018) 
 
References: 
Aldrich, Daniel P., and Kevin Crook. 2008. "Strong Civil Society as a Double-Edged Sword: Siting Trailers in Post-Katrina New Orleans." 

Political Research Quarterly 61(3): 379-89. 
Anderson, Terry and Donald Leal, Free Market Environmentalism, Rev. Ed. New York: Palgrave, 2001, chs. 1 & 2. 
Bachram, Heidi. 2004. “Climate Fraud and Carbon Colonialism: The New Trade in Greenhouse Gases,” Capitalism, Nature, Socialism 

15: 5-20. 
Barnes, Peter, & Breslow, Marc. (2003). The Sky Trust: The Battle for Atmospheric Scarcity Rent". In James K. Boyce & Barry G. Shelley 

(Eds.), Natural Assets: Democratizing Environmental Ownership (pp. 135-150). Washington, DC: Island Press. 

Sess Dates Topic Readings

1 29-jan Course overview No reading
1 29-jan How Markets Work Lindblom pp. 1-107

1 29-jan Efficiency, Distribution, Equity Lindblom pp. 111-177; Nozick [W]; Rawls [W]
2 06-feb Markets and Politics: Incompatibilities? Lindblom pp. 178-250

2 06-feb Markets and Politics: Incompatibilities? Sagoff chs. 1-2

3 13-feb The “Free” Market – History Foster pp. 7-68
3 13-feb Env Problems: Too Much of The Market…? Foster pp. 69-142

13-feb Anderson and Leal [W];

13-feb Demsetz [W]; Menell [W]
4 20-feb Privatization Example: Land Trusts Max [W]; Merenlender et al. [W] 

4 20-feb “Quasi-Property Rights”: The Coasean Framework Coase [W] 
5 27-feb Cap and Trade Foundations Dales ch. 6 [W]; Schmalensee & Stavins [W]; Barnes & Breslow [W]
5 27-feb Carbon cap and trade experiences Rabe [W]; Raymond [W]; Stokes and Mildenberger [W]

5 27-feb Emissions Trading: Justice perspectives Cushing et al. [W]; London et al. [W]; Solomon & Lee [W]; Bachram [W]; 

6 05-mar Paying for Env Bads: Green Taxes Rabe [W]; Osaka [W]; Prasad [W]; Climate Leadership Council [W]
6 05-mar Cost-Benefit Analysis Sunstein chs. 1-5

6 05-mar Cost-Benefit Analysis Challenges Sunstein ch. 6; Sagoff chs. 3-4
7 12-mar Valuation Issues Costanza et al. [W]; Chan et al. [W]; Sagoff ch. 6

7 12-mar
Paying for Environmental Goods: Payments for 
Ecosystem Services

Morrison [W]; Matulis [W]; Diaz et al. [W]; Guerry et al. [W]; Grillos et al. [W]

8 19-mar Experts as Honest Brokers Pielke Jr. book pp. 1-96

8 19-mar Scientizing Politics: Risk Management Pielke Jr. book pp. 116-152; Kinchy [W]; O’Brien [W]

9 02-apr
Community-Based Conservation (CBC) / Common 
Property

Berkes [W]; Schlager [W]; 

9 02-apr CBC / Common Property Examples Sagoff ch. 9; Yafee & Wondolleck [W]; Mendez [W]
10 09-apr Community Engagement and Env Justice DeFilippis et al. [W]; O’Rourke and Macey [W]; Spronk and Webber [W]

10 09-apr Community Engagement challenges Aldrich & Crook article [W]; Tomich [W]; Gilman [W]

11 16-apr Summing up – Main authors Lindblom pp. 253-277; Sagoff ch. 8; Sunstein pp. 207-215; Foster pp. 143-149

11 16-apr Summing up – Student views No reading
12 23-apr Student presentations No reading

12 23-apr Student presentations No reading
Take Home Final Exams due week by May 26 23:59 hours

Block V - Summing Up

Block III - “Get the Prices Right”

Block IV - “No Market” 

Block I - Markets and Politics 

Block II - “Get the Institutions Right”

3  …Or Too Little? “Free Market Environmentalism”



 

 

Berkes, Fikret. (2004). Rethinking Community-Based Conservation. Conservation Biology, 18(3), 621-630. doi:10.1111/j.1523-
1739.2004.00077.x 

Chan, Kai et al. 2016. “Why protect nature? Rethinking values and the environment,” PNAS 113(6): 1462-1465 
Climate Leadership Council. 2017. “The Conservative Case for Carbon Dividends.” 
Coase, Ronald, “The Problem of Social Cost,” Journal of Law and Economics Vol 3:1 (1960) 
Costanza, Robert, et al. 1997. “The Value of the World’s Ecosystem Services and Natural Capital,” Nature 387:253. Review: “Audacious 

Bid to Value the Planet Whips up a Storm,” Nature 395:430 (1998) 
Cushing, L., Blaustein-Rejto, D., Wander, M., Pastor, M., Sadd, J., Zhu, A., & Morello-Frosch, R. (2018). Carbon trading, co-pollutants, 

and environmental equity: Evidence from California's cap-and-trade program (2011-2015). PLoS Med, 15(7), e1002604. 
doi:10.1371/journal.pmed.1002604 

Dales, J. H., Pollution, Property, and Prices, University of Toronto Press, 1968. 
DeFilippis, James, Stromberg, Brian, & Williams, Olivia R. (2017). W(h)ither the community in community land trusts? Journal of Urban 

Affairs, 40(6), 755-769. 
Demsetz, Harold, “Toward a Theory of Property Rights,” American Economic Review 57:347 (1967). 
Diaz, Sandra et al. 2018. “Assessing nature’s contributions to people,” Science 359(6373): 270-272. 
Gilman, Nils.  2020.  "The Coming Avocado Politics."  Thebreakthrough.org, (February 7). https://thebreakthrough.org/journal/no-12-

winter-2020/avocado-politics. 
Grillos, Tara, Bottazzi, Patrick, Crespo, David, Asquith, Nigel, & Jones, Julia P. G. (2019). In-kind conservation payments crowd in 

environmental values and increase support for government intervention: A randomized trial in Bolivia. Ecological Economics, 166. 
doi:10.1016/j.ecolecon.2019.106404 

Guerry, A. D., Polasky, S., Lubchenco, J., Chaplin-Kramer, R., Daily, G. C., Griffin, R., . . . Vira, B. (2015). Natural capital and ecosystem 
services informing decisions: From promise to practice. Proc Natl Acad Sci U S A, 112(24), 7348-7355.  

Kinchy, Abby. (2012). Seeds, Science, and Struggle: The Global Politics of Transgenic Crops. Cambridge: MIT Univ. Press. Ch. 3 “The 
Maize Movement and Expert Advice,” pp. 49-74. 

London, Jonathan, Karner, Alex, Sze, Julie, Rowan, Dana, Gambirazzio, Gerardo, & Niemeier, Deb. (2013). Racing climate change: 
Collaboration and conflict in California's global climate change policy arena. Global Environmental Change, 23(4), 791-799.  

Matulis, Brett Sylvester.  2014.  "The Economic Valuation of Nature: A Question of Justice?". Ecological Economics 104: 155-57. 
Max, D. T., “A Reporter At Large: Green Is Good,” The New Yorker, May 12, 2014, 54-63. 
Mendez, Michael. 2020. Climate Change from the Streets. Chap. 4: “Change the climate from the streets of Oakland.”  New Haven: 

Yale University Press, pp. 91-114. 
Menell, Peter S., “Institutional Fantasylands: from Scientific Management to Free Market Environmentalism,” Harvard Journal of Law 

and Public Policy 15(2):489 (1992). 
Merenlender, A. M., Huntsinger, L., Guthey, G., & Fairfax, S. K. (2004). Land Trusts and Conservation Easements: Who Is Conserving 

What for Whom? Conservation Biology, 18(1), 65-76. doi:10.1111/j.1523-1739.2004.00401.x 
Morrison, Jim. 2016. “Can You Put a Price tag on Nature? Actually, Yes,” Smithsonian.com, July 13.   
Nozick, Robert, Anarchy, State, and Utopia.  New York: Basic Books, 1974. pp. 160-164. 
 O’Brien, Mary. 2000. Making Better Environmental Decisions. Cambridge: MIT Univ. Press. pp. 3-38. 
O'Rourke, Dara, & Macey, Gregg P. (2003). Community environmental policing: Assessing new strategies of public participation in 

environmental regulation. Journal of Policy Analysis and Management, 22(3), 383-414. doi:10.1002/pam.10138 
Osaka, Shanon. 2020. “Who killed the carbon tax, Democrats or Republicans?” Greenbiz.com, September 28. 

https://www.greenbiz.com/article/who-killed-carbon-tax-democrats-or-republicans.  
Prasad, Monica. 2019. All cost and no benefit. Politico, March 6th. 
Rabe, Barry G. 2016. "The Durability of Carbon Cap-and-Trade Policy." Governance 29 (1): 103-19. 
Rabe, Barry G. 2018. Can we price carbon? Cambridge, MA: MIT University Press. Ch. 4 “When carbon taxes work”. 
Rawls, John, A Theory of Justice. Oxford: Oxford Univ. Press, 1971, pp. 11-22; 61-83. 
Raymond, Leigh. (2019). Policy perspective: Building political support for carbon pricing—Lessons from cap-and-trade policies. Energy 

Policy, 134, 110986.  
Schlager, Edella. 2002. “Rationality, Cooperation, and Common Pool Resources,” American Behavioral Scientist 45(5): 801-819. 
Schmalensee, Richard and Robert Stavins, “The SO2 Allowance Trading System the Ironic History of a Grand Policy Experiment,” 

Resources for the Future Discussion Paper 12-44 (2012). 
Solomon, Barry D., and Russell Lee. 2000. "Emissions Trading Systems and Environmental Justice." Environment 42 (8): 32-45. 
Spronk, Susan, & Webber, Jeffery R. (2016). Struggles against Accumulation by Dispossession in Bolivia. Latin American Perspectives, 

34(2), 31-47. doi:10.1177/0094582x06298748 
Stokes, Leah C., and Matto Mildenberger. 2020. "The Trouble with Carbon Pricing."  Boston Review, September 24. 

https://bostonreview.net/articles/leah-c-stokes-matto-mildenberger-tk/ . 
Tomich, Jeffrey. 2022. "Indiana Experiment Highlights Wind Siting Challenge."  Energywire, May 18. 



 

 

Yaffee, Steven L., and Wondolleck, Julia. 2001. “Making Collaboration Work.” Conservation Biology in Practice 1(1): 17-25. 


