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Introduction

Introduction

There are many political and litigious barriers of regulating
industries domestically across different sectors: designing and
implementing regulations for change is complex and difficult

Without regulatory requirements, firms have many reasons not
to act on decarbonization.

Yet, as of 2018, 2,138 firms from 145 countries, amounting to
roughly $36.6. trillion USD in revenue, have voluntarily
pledged to climate action.

Contact: Hayley Pring (Hayley.Pring@nuffield.ox.ac.uk)



Introduction
Background: CDP

Case Study
Research Design

Results
Contribution

The CDP

The CDP

The CDP is a voluntary semi-regulatory programs that allow
firms to disclose information, and receive ratings on their
performance.

As a global disclosure system, the CDP invites firms around
the world to be surveyed and submit reports on carbon
emissions and internal firm regulations towards climate change
on an annual basis.

Founded in 2000, the CDP is a major private regulatory body
with 13,000 companies representing 64% of global market
capitalization disclosing to the CDP in 2021.
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The Puzzle

So, the puzzle here is – why do some firms choose to cooperate
with these regulatory bodies, and disclose information on their
carbon impact?
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The Literature

Demand

Collective action problem of overcoming free-riding, or a
distributive problem whereby decision making in one space or
time period affects actors at different points of space or time

Supply

Regulatory measures aimed at climate change is a type of
‘strategic accommodation’, or economic interests in
regulations
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The CDP

Overview of Argument

Firms vary in the extent to which they need to appear
’climate-conscious’. Pressure to signal a climate-conscious
reputational type is dependent on 1) the institutional structure of
the firm, and their sensitivity to consumer audiences, and 2) the
extent to which the consumer audience is primed to care about
this reputation.
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Institutional structure of the firm

Proximity of the firm to the consumer

Disclosing information represents a trade-off: positive
evaluations are beneficial, however disclosure risks increasing
attention of stakeholders and consumers to poor performance.

B2C firms face higher levels of public scrutiny - submitting to
regulatory bodies increases the reputational costs of
submitting and receiving a poor performance evaluation.

H1A. Consumer facing firms will be less likely to disclose to
the CDP.

Contact: Hayley Pring (Hayley.Pring@nuffield.ox.ac.uk)



Introduction
Background: CDP

Case Study
Research Design

Results
Contribution

The CDP

High Emitters

The extent to which the firm is cognitively associated with
high GHG emissions from consumer audiences

Higher levels of scrutiny can dissuade firms from submitting
to regulatory bodies. However, consumer facing firms that are
high-emitters already face negative public scrutiny, and can
use CDP scoring to repair their reputation

H1B. B2C firms that are also high-emitters will be more likely
to submit to the CDP score higher on CDP reports than
higher than B2B firms
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Failing Grade

H1C. Following a failing grade from the CDP, firms will be
less likely to disclose to the CDP in the future; the effect
should be stronger for B2C firms.

Contact: Hayley Pring (Hayley.Pring@nuffield.ox.ac.uk)



Introduction
Background: CDP

Case Study
Research Design

Results
Contribution

The CDP

Natural Disasters

Pressure to signal a climate-conscious reputational type is also
influenced by 2) the extent to which the consumer audience is
primed to care about this reputation.

Climate-linked disasters trigger awareness of the relative
contribution of firms to the adverse state of the climate

A reputation for being environmentally-conscious is less
important in equilibrium where the effects of climate are
difficult to tangibly link back to private sector actions, but
when the climate conditions are adverse, bad climate policies
may garner more attention
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The costs of increased attention on firms environmental
performance will exacerbate the deterence effect of disclosing
information to avoid negative scrutiny.

Hypothesis 2a: Firms will be less likely to disclose following a
year of high climate-linked natural disasters

Hypothesis 2b: Firms that do disclose will score higher on
CDP evaluations in years that follow a high number of
climate-linked natural disasters.

Contact: Hayley Pring (Hayley.Pring@nuffield.ox.ac.uk)



Introduction
Background: CDP

Case Study
Research Design

Results
Contribution

The CDP

Hypotheses

Hypotheses

H2A. Firms will be less likely to disclose following a year of
high climate-linked natural disasters

H2B. Firms that do disclose will score higher on CDP
evaluations in years that follow a high number of
climate-linked natural disasters.
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Reputational Externalities

Reputational Externalities: a situation where the actions of
one agent may damage the reputation of a member agent,
thereby reducing overall welfare

A statement from Amoco in 2001 following an Exxon oil spill:

“We are still an oil company, and we still have to live with
the sins of our brothers. We were doing fine until Exxon
spilled all that oil.Then we were painted with the same
brush as them.”

H3. Firms in the oil, gas and mining sector will be more likely
to disclose information to the CDP.
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Reputational Cascades

Reputational cascades are ”large-scale judgements and movements
in which actors begin to believe something, or do something,
because of the beliefs or actions of a few early movers”.

In a reputational cascade, actors may act against their
preferences in a conformity-rewarding process.

H4: Firms will be more likely to disclose to the CDP if
large-firms within their industry submit the year prior.
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Case Study

Australia is a favourable setting to examine the impact of
climate-events and reporting:

Mandatory carbon reporting (National Greenhouse and
Reporting Act, 2007)

Visible and widespread climate-induced disasters over the last
decade, and extreme weather events like flooding and
bushfires are frequent.

Low ranking climate change performance, ranking last behind
193 United Nations member countries in the 2021 SDR.

Economy is heavily dependent on coal for electricity
generation, as well as a major export commodity.
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Research Design

The Data

The Data: CDP

CDP disclosures/response to invite

CDP annual scoring (Grades A-F)

Firm Level Data

Firm Data from Refinitiv Eikon

Firms classified using NAICS 4 sector codes; and equivalent
SIC codes

Emissions data (direct emissions + intensity) from Cory,
Lerner & Osgood (2021).

Data: Natural Disasters

EMDAT dataset (annual climate-linked disasters)

Insurance Council of Australia dataset
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Empirical Analysis

Dependent Variable

Disclosure (dummy)

Annual Scoring on ’climate change’ (A-F, weighted variable
0-1)

Explanatory Variables

PMP: business-to-consumer or business-to-business

Emission intensity

Natural Disaster impact (no. disasters, no. deaths, total
number affected, total insurance claims)

Large-size firms submitting the year prior
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The main statistical analysis consists of a set of 2FE models
estimated by ordinary least squares (OLS), probit and
fractional logit models.

Yit = γi + λt + δB2Cit + Xitβ + ϵit (1)

Difference in Difference Estimator to test reporting during
high and low climate-disaster years.∑

[∆τijthχ
high−disaster
ijt ]−

∑
[∆τijthχ

lowdisaster
ijt ] = βhighdisaster+γ lowdisasterh

(2)
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Contributions

Conclusion

Sets up a probabilistic explanatory model of firm behaviour in
self-regulating on climate change

Findings show that self-regulation confers reputational
benefits and competitive advantages to some industry groups,
while harming others and deterring action

Priming may have a negative effect on transparency

Reputation does not occur in a vacuum - reputation has a
‘group dyanmic’ effect
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