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Harry wants to cut their carbon footprint
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What should Harry do?

Harry reduces their meat consumption by 50%

Harry purchases carbon offsets equal to 50% of their emissions
Harry lives car-free

Harry reduces their home electricity usage by 75%

Harry takes one less long-haul round-trip flight

Harry reduces their waste (garbage) by 25%
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Claim is that consumers’ care about sustainability...

Global Warming's Six Americas: Five Year Trend

Alarmed +15

Harvard
Business
Review

Concerned -7

Sustainable Business Practices

e Research: Actually, Consumers
—— Do Buy Sustainable Products
Doubtful -2 by Tensie Whelan and Randi Kronthal-Sacco

Dismissive -2

2017 2021

Data from 10 waves of the Climate Change in the American Mind national survey.

June 2017 - September 2021. (n = 11,664)
FALE PRDGAAM OM CEONGE MASON UNIVERMITY
Climate Change » CENTER for CLIMATE CHANGE
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But do they know what is sustainable?

Confusion between sustainability as labeled and carbon
emissions

Involves decisions in production that are not observable

Difficult to observe emissions of an invisible, odorless
gas

Consequences are delayed and geographically distant
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Why does it matter?
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Objective
Rank

1

Individual Behavior
(Annual Impact)

The average American purchases carbon offsets
equal to 50% of their emissions

The average American lives car-free

The average American reduces their home
electricity usage by 75%

The average American takes one less long-haul
round-trip flight

The average American reduces meat consumption
by 50%

The average American reduces their waste
(garbage) by 25%

Metric Tons of
CO,e Reduced

7.0
3.1

1.8

0.9

0.5

0.1



How could they manage their carbon budget/footprint
when they don’t know the prices?

How good are consumers at knowing the impact of

Behaviors?
Firms?
Industries?
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Differences between industries and firms
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Objective Bloomberg Scope 1 Emissions

Rank LELE L) (Millions Metric Tons CO,e)
1 Airlines 120.04
2 Personal Care & Home Products 5.39
3 Non-Alcoholic Beverages 5.08
2 Restaurants 2.67
5 Lodging 2.23
6 Wireless Telecommunications 1.63

7 Apparel, Footwear, and Accessory Design 0.42
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Rank

Industry

Airlines

Personal Care & Home Products

Non-Alcoholic Beverages

Restaurants

Lodging

(N



Objective
Rank

Firm

PepsiCo
Coca-Cola
Keurig Dr Pepper

Monster Beverage

Bloomberg Scope 1
Emissions
(Millions Mt CO,e)

4.07
0.78
0.32

0.005

CDP Scope 1
Emissions
(Millions Mt CO,e)

3.55
0.79
0.29

0.004



What we think people might do: Attribute substitution
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A methodological note

F?r Ib)ehaviors, estimates from prior research (EPA, Heller
et al.

For firms and industries, we use CDP and Bloomberg
Green

We ask people to rank each sources

Six different studies, total of 1730 respondents
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How did people do?
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Accuracy: Behaviors
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Accuracy: Behaviors

Are experts more
accurate?

Experts at Rare, an
International conservation
organization
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https://rare.org/

Accuracy: Industry
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Attribute Substitution: Behaviors

Objective (log) emissions
Perceived difficulty
Network-wide adoption
Recommendation frequency

* all z-scored

Significance Key: 0 *** 0.001 ** 0.01 * 0.05° 0.1
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What to do?

Nothing
Using price to communicate carbon intensity

Labeling and disclosure: Useful for some consumer
goods, current labeling has limited success

Room for improved choice architecture

Innovative Businesses?

. 4:55 PM - 11:01 PM 9hré6min 1 stop 388 kg COZ $117 G
\ American - Operate d by PSA Air.. HPN-SFO 1hré min CLT Avge ®

3 6:20 AM - 11:32 AM 8 hr 12 min 1stop 450 kg COz 2 ¢119

;2)//),)} United - Operate d by Skywest D.. HPN-SFO 41 min ORD +16% emissi.. G \ $ v

A 5:15 PM - 11:11 PM 8 hr 56 min 1 stop 319 kg C02 $130 o
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How did you do?

https://confplot.tiiny.site



https://confplot.tiiny.site/
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Thanks for your
(scarce) attention.

Questions?

THE
ELEMENTS
OFCHOICE

ERIC J. JOHNSON



Industry-Level Objective CO,e Emissions

Objective | Industry Bloomberg Scope 1 Emissions
Rank (Millions of Metric Tons CO,e)

1 Airlines 120.04
2 Personal Care & Home Products 5.39
3 Non-Alcoholic Beverages 5.08
4 Restaurants 2.67
5 Lodging 2.23
6 Wireless Telecommunications 1.63
7 Apparel, Footwear, and Acc Design 0.42
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Firm-Level Objective CO,: Non-Alcoholic Beverages

Objective Bloomberg Scope 1 Emissions | CDP Scope 1 Emissions
Rank (Millions Mt CO,e) (Millions Mt CO,e)

PepsiCo 4.07 3.55
2 Coca-Cola 0.78 0.79
3 Keurig Dr Pepper 0.32 0.29
4 Monster Beverage 0.005 0.004
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Behavior-Level CO,e Emission Reductions

Objective | Individual Behavior Metric Tons of
Rank (Annual Impact) CO,e Reduced

1 The average American purchases carbon offsets equal to 50% of their emissions 7.0
2 The average American lives car-free 3.1
3 The average American reduces their home electricity usage by 75% 1.8
4 The average American takes one less long-haul round-trip flight 0.9
5 The average American reduces meat consumption by 50% 0.5
6 The average American reduces their waste (garbage) by 25% 0.1

US Energy Information Administration; US Environmental Protection Agency; Wynes & Nicholas (2017); Heller et al. (2018); Gallup (2022)$Columbia Business School



