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Overview

If  information is not readily available on the carbon and energy impact of a firm and its competitors, it is difficult for a consumer or potential investor to include this aspect of performance in purchasing or investment decisions. Information disclosure programmes, whether voluntary or mandatory, aim to resolve this information asymmetry problem. There is also the potential for this new information to, in turn, change the behaviour and performance of the firms themselves. The Carbon Disclosure Project (CDP) is a non-profit initiative that aims to improve the quality of information available globally on corporate carbon emissions and climate strategies. The first CDP survey took place in 2003. Since then, the number of organisations that voluntarily report to the CDP has grown substantially with a total of 2,456 respondents in 2009. The level of detail reported by the respondents, however, varies considerably.

In this paper, we explore why it is that organisations choose to voluntarily disclose different levels of information on their carbon and energy impact. We also investigate whether firms respond to being rated on the quality of their disclosure. We use data from the CDP annual surveys to investigate these questions across a sample of large energy-intensive (e.g. utilities, industry) and non-energy-intensive (e.g. banks, retailers) organisations. 
There are a number of recent examples from the empirical literature that examine the impact and limitations of voluntary schemes, information disclosure and self-regulation in the environmental and energy contexts. Several studies have focused on the adoption of environmental management systems by firms (Anton, Deltas et al. 2004; Arimura, Hibiki et al. 2008). A number of other studies have examined the determinants of participation in voluntary country-specific energy and environmental schemes. Brouhle and Harrington (2010), for instance, examine the factors that motivate firms to join a voluntary greenhouse gas emissions registry in Canada. They find that firms use the scheme primarily as a way to signal environmental responsibility to regulators and investors. Analysis of a voluntary energy efficiency programme in the US shows that, above all, size and sector determine the decision to participate (DeCanio and Watkins 1998). 

The impact of information disclosure on subsequent firm performance has also been explored empirically. Jin and Leslie (2003) investigate the impact of voluntary and mandatory disclosure of hygiene quality information in restaurants. They find that both voluntary and mandatory reporting lead to an increase in hygiene quality. There is also evidence that firms vary in their responses to being rated on environmental and other aspects of performance. Martins (2005) concludes that the impact of ratings on organisational change is greater when there is a discrepancy between the way that managers perceive their organisation and the way the organisation is portrayed by the ratings. Chatterji and Toffel (2010), on the other hand, contend that organisations receiving poor ratings are most likely to respond with subsequent improvements in performance.
Methods

To explore the determinants of the quality of carbon and energy reporting, we use a discrete choice model using CDP survey data from 2007 to 2010 supplemented with additional firm-level data. Our dependent variable is categorical (i.e. different levels of information disclosure as measured by the CDP survey results). 

We hypothesise that:

1. Firms with senior management support for climate strategies; and 

2. Firms in externally-oriented sectors (e.g. retail) 

are more likely to have higher levels of information disclosure. 

Results

Preliminary results indicate that support from senior management for climate change programmes is a significant determinant of both the quality of information disclosure and the response of organisations to being rated. In addition, more energy-intensive sectors tend to have higher levels of information disclosure, possibly reflecting the interplay of voluntary information disclosure under the CDP and other forms of mandatory energy regulation (e.g. EU ETS). 

Extensions of the current research include exploring whether quality of information disclosure has an impact on emissions intensity over time; as well as further analysis of the response of firms in different sectors to being rated on their carbon and energy reporting.  

Conclusions

This research helps us to understand if and how factors such as sector, size, energy intensity and external reputation shape the strategic responses of organisations to energy challenges. It contributes to the growing empirical literature on the role of voluntary versus mandatory programmes in energy and other types of regulation. It also contributes to the wider literature on the role of non-financial incentives such as reputation and organisational structure in strategy development.
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