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Previous lecture: 

The effects of emissions trading and taxes on innovation

Interactions between different instruments

Multiple policy goals/multiple instruments (Tinbergen rule)

In this lecture: 

Role of voluntary approaches in climate change mitigation
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Some voices on COP 19 in Warsaw

„Green groups walk out of UN climate talks“
(Headline, The Guardian, 21 Nov 2013)

"Warsaw (...) is on track to deliver virtually nothing. We feel
that governments have given up on the process.“
(A WWF spokesman)

"Governments here have delivered a slap in the face to 
those suffering as a result of dangerous climate change.“
(Kumi Naidoo, Director Greenpeace International)

Results are „poor and unsatisfactory“
(Communication of Federal Office for the Environment, Switzerland, 23 Nov 2013)
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Voluntary approaches = GHG emission reductions that are

not driven by a legal obligation

Player: Companies – Individuals

Government involvement/

Regulatory control: High – Low 

Level: Local – National - International

Type: Market-based – Non market-based

Defining Voluntary Approaches
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Questions
Discuss in groups of 2-3 students

Why does the German government opt for a 
voluntary agreement with industry?

Why does the industry comply with the 
voluntary agreement?

Group Work
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Voluntary Approaches by Companies
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Market-based Non-market-based

Supported by governmt/
High regulatory control

• Voluntary self-regulation       

(e.g. “Klimarappen” in CH until 

2012; now “Foundation for 

Climate Protection and Carbon 

Offset “ (KliK))

• Choice of different options 

within mandatory regulation 

(e.g. voluntary emission 

reductions of companies 

exempted from CO2 levy in CH)

Not supported by
governmt/
Low regulatory control

• Purchase and trade of voluntary

carbon offsets

• Sustainability Reporting (e.g. 

Global Reporting Initiative)

• Carbon Accounting (e.g. 

Carbon Disclosure Project)

• Product labeling (e.g. Climatop)
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Background legislative threat

Positive incentives by government

Voluntary Approaches by Companies: 
Motivations (1)
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Condition for voluntary action: 

p CM (aM) > CV (aV) –S 

p – probability of legislation

CM (aM) – abatement cost in case of legislation (mandatory abatement)

CV (aV) – abatement cost in case of voluntary approach

S – subsidy/incentive

p cM aM > cV aV –S

aVmax = p(cM/cV)aM + S/cV

Voluntary Approaches by Companies: 
Motivations (1)
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Voluntary measure implemented by Swiss Petroleum 
Association to avoid mandatory CO₂ tax on motor fuels

Established by the mineral oil industry in 2013 to fulfill
requirements laid out in Swiss CO₂ Law

Mandate to offset on average 5% of CO₂ emissions resulting 
from the energetic use of motor fuels from 2013 to 2020

Funds are invested in emission reduction projects in 
Switzerland

Example: Foundation for Climate 
Protection and Carbon Offset (KliK)
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Pro‐active role of industry

Reduced conflicts between regulator and industry

Flexibility in finding cost‐effective solutions tailored to 
industry‐specific conditions (compared to C&C)

(potentially) lower transaction costs

High level of acceptance and compliance

(potentially) fast implementation due to reduced negotiation
time lags

Advantages of Voluntary Agreements and 
Self-Regulation
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Reaction to change in consumers’ preferences

Reaction to pressure groups (NGOs, consumers)

Building up a «green» reputation through Corporate Social
Responsibility (CSR) / Public relations (PR) measures

Voluntary Approaches by Companies: 
Motivations (2)
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CDP asks companies on a regular basis about their

Corporate climate risks and opportunities

Systematic accounting of GHG emissions (Carbon
Accounting)

Carbon management strategies

Corporate governance with respect to climate change

Information about corporate GHG emissions is published on 
CDP website Climate Disclosure Score is annually 
calculated for more than 3,200 companies

Example: Carbon Disclosure Project
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Credit‐based carbon trading on a voluntary basis

90% of credits in voluntary carbon markets are purchased by
private sector/companies

No regulatory control of voluntary carbon markets

Third‐party standards aim at ensuring quality of carbon
credits

Example: Voluntary Carbon Markets
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Voluntary Carbon Markets:                 
Market volume and value
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Transactions in VCMs are only a small share of the transactions within
the compliance carbon market (CDM)
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Voluntary Carbon Markets:                    
Share of buyers by type
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Voluntary Carbon Markets:                
Buyers by sector
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Voluntary Carbon Markets:                    
Motivations
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Voluntary Carbon Markets: Projections
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Voluntary Approaches by Individuals
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Market-based Non-market-based

Supported by governmt/
High regulatory control

- • Government subsidized 

activities (e.g. projects 

supported by “energie schweiz”

such as Eco-Drive courses)

Not supported by
governmt/
Low regulatory control

• Voluntary carbon offsets • Individual lifestyle changes

• Collective lifestyle changes in 

organized programmes (e.g. 

Bike to work)
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Assume: xi – private consumer good; G – public good

Homo oeconomicus: Ui (xi,G)  individual derives utility from
his/her own access to the private and the public good

Pure altruism: Ui (xi,G)  individual derives utility from the
private good and from society’s access to the public good

Impure altruism: Ui (xi,G,gi)  individual derives utility from
the private good, from society’s access to the public good and 
from his/her own contribution gi («warm glow of giving»)

Theory of the Private Provision of Public 
Goods (1)
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More explanations for impure altruism:

Internalized norms/Keeping up a positive self‐image 
enforced internally, e.g. by feelings of guilt or bad 

conscience

Social norms  enforced externally, e.g. by social 
(dis)approval, ostracism

Fairness/Conditional cooperation  individual contribution is 
dependent on others‘ contributions 

Theory of the Private Provision of Public 
Goods (2)
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More than one motivation may drive an individuals decision
to contribute to climate change mitigation (Blasch and Ohndorf, 2013) 

xi, yi – private consumer goods (with xi as polluting consumer good)

bi – individual i’s pollution

B‐i – aggregate pollution (except individual i)

γi – individual i’s awareness of damages from pollution

ψi – individual i’s internalized norm to avoid pollution

θ i – individual i’s sensitivity to social disapproval

Theory of the Private Provision of Public 
Goods (3)
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Utility from private 
consumption

Disutility from
pollution per se

Disutility from
internalized norm

Disutility from social
disapproval
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Results from a Choice Experiment on 
Voluntary Carbon Offsetting (Blasch and Farsi, 2013)

Analysis based on an online survey in the German speaking 
part of Switzerland (respondents aged 14 to 88)

Sampling conducted by a marketing research firm 

1,010 completed questionnaires (response rate: 40%)

Sample is roughly representative for the German speaking 
part of Switzerland with respect to age, gender, marital status 
and income

Respondents received a credit coupon of 6 CHF for 
participation
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Elements of the Survey Questionnaire

Decision to donate part of the participation remuneration to a 
mitigation project in Switzerland

Questions on consumption habits rough indicator of CO2

footprint

Brief introduction to the concept of offsetting

Choice experiment: 8 choice tasks in 4 different contexts

Questions on environmental attitudes and behavior

Questions on sociodemographic characteristics

25



3.12.2014 Institute for Environmental Decisions/ ohndorfm@ethz.ch

Attributes Used in the Choice Experiment
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Result of Latent Class Analysis
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Results of Latent Class Analysis
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Characterization of offsetters
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