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Climate Policy Measures
(Mitigation)
Regulations & Standards
Price Mlechanism — Taxes/Charges

Price Mechanism — Tradable Permits
Financial Incentives (subsidies)

Voluntary Agreements

[hformation instruments

Public R&D
Sowrce: UN's Fourth Assesisment Report (FAR) of the

Intergovernmental Pawel o Climate Clhange
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Does the public have
preferences ... if so, how do we
measure them?

Purpose:

Measure citizen preterences tor attributes of policy.
measures

Istimate WP (implicit price) tor different attributes

Our Miethod:

Identified attributes that people might care abotit
Developed a choice experiment survey

Tested survey in focus, groups

Ran a small pilot study (230! survey:s)

IIstimated a simple choicermodel
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Previous Survey Research

Hammar (2002) in Sweden

“oreen tax” vs. “green subsidy” comparison
no budget constraint consideration ()

Bannon & Krosnick 2007 in the U.S.

Preferences for specific measures: by nane (tax, permit
syistem, regulation)

Our focus: preferences for attribuies of measures
— avoid using names (“tax”)

To our’knowledge, first ClE approach to the issue

EnviroEconomics Sweden Consultancy




Possible Attributes

Effectiveness of CO, reduction

Future flexability (to new knowledge)
Regulatory flexibility (to unique: citcumstances)
Effect on (net) government reventie
Cost-effectiveness

Enforcement mechanism

Timing

Effect on environmentally-friendly teclimology
Effect on enoironimental awayeness

Cost

Distributiorn of Costs
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Selected Attributes

Attribute

Attribute Levels
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Which of the following measures, A or B, do you think should be
used to reduce CO, emissions by 4 percent ?
(Note: both A and B, in fact, reduce emissions by 4 percent)

Measure A Measure B

Positive Negative

No No

All pay the same All pay the same
amount of their amount of their
income income

1000
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Focus Group Feedback

(4 focus groups (5-8 people each); free lunchy; 60-75 min.)
Defining the attributes

s Interactive information is better than passive (e.g., table)

“Distribution of costs” attribute
m “regressive level” appeared to dominate...and
= ... some people did'not understand it.
Solution #1: interactive “warm-up” questions (next slide)

Solution #2: increased cost attribute
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Question #6.

A reduction of CO, will cost you money. How this
cost 1s divided among ditferent people depends on
what type of measureis used.

Alternative 1: All people pay the same amount which
means that those with higher income pay a smaller

percentage of their total income.

Monthly Sane

Percentage
Income amouny

Bjorn 30 000 kr 3% 1 500 kr

Mattias 10 000 kr 15% 1 500 kr
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Question #6.

A reduction of CO2 will cost you money. How this
cost 1s divided among ditferent people depends on
what type of measureis used.

Alternative 2: All people pay the same percentage of their
income which means those with higher income pay a

larger amount.

Monthly Sane
Income | Percentage

Bjorn 30 000 kr 7.5% 2 250 kr

Amount

Mattias 10 000 kr 7.5% 750 kr
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Question #6.

A reduction of CO2 will cost you money. How this

cost 1s divided among ditferent people depends on
what type of measureis used.

Alternative 3: People with higher incomes pay a larger

percentage of their income than those with lower
Income.

Monthly, Larger Same
Income | Percentage | amount

Bjorm 30 000 kr 8.3% 2 500 kr
Mattias 10 000 kr 5% 500 kr
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Question #6.

A reduction of CO2 will cost you money. How this
cost is divided among different people depends on
what type of measure is used.

s Which of these alternatives do you think is, most
consistent with the Swedish income tax system ?

| Alternative 1
| | Alternative 2
| | Alternative 3

[ | Don't know:
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Pilot Study
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Theoretical Model

Upn = B fXu) + €

Multimemial Logit Model (IVINL)
s Bstimates, probability of choosing a particular alternative (i)

s We assume individuals select alternative “m” that maximizes, their utility
(Vam).

s Individual’s utility is a function of:
X - Ihe (k=4) attributes we use in the Choice Experiment

€ - various sources of uncertainty (b, X, unobserved eftects) collapsed
Into one term,
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(Observable) Utility Function

\_gfm = By + Benvirof(€nviro) + B waref(aware) + Py orf (dist) +
CosTJ (COST)

m 4 Parameters (B) represent partial utility weights for attributes

m | Constant term (B,) represents unobserved influences of wutility

Used tomeasure a “base level” of utility from an opt-otit or statiis quo

a Methodological question about (3, :

O#1: should one include B, in an unlabeled, experiment with two

alternatives and no opt-out option ?

Q#2: It so, what does it mean ?

(Some literature stiggests suppressing it in unlabeled experiments: ... but
our models perform better statistically with it)
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Logit Model Results (Linear)
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Logit Model Results (Nonlinear)

s Two attributes specified as nonlinear
dummy; variables: ENVIRO & DIST

Twoe attributes retained as linear: AWARE and COST
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Logit Model Results (Nonlinear)
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Conclusions From Pilot Study

(policy implications?)

a Respondents value measures, that promote
enoironmental awareness (300 - 7201 SEK)

s Respondents value measures, that promote

enoironmentally-friendly teclimologies (170/-530
SEK)

m Cost distribution seems less important than
anticipated (was it misunderstood: ?)

Implication for Sweden’s regressive CO), tax?
s Should nationwide survey: consider interview:s, ?
s Missing attributes ? (China’s CO; reduction?)
... paper available soon scott@eesweden. com
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