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Abstract

As climate change has emerged as a global challenge, a growing number of firms have developed environmental initiatives. We
focus on a climate change amelioration initiative in the financial services industry – a voluntary carbon emission offset program
(COP), where customers pay fees based on their estimated carbon footprint. We study how COP participation affects customers’
investment balance, a key measure of the customer-firm relationship. To account for self-selection into COP membership, we use
a treatment effects model with an instrumental variable that is both relevant and likely to satisfy the exclusion restriction,
namely, customers’ climate concern. We find that COP participation has a positive effect on customers’ investment balance and
the effect increases over time. To probe the underlying customer evaluation process, we analyze the role of customers’ attitudes
measured via two survey waves, before and after the COP launch. We find that COP participation strengthens customers’
perceived empowerment (confidence in their ability to prevent climate change) and that this positive attitudinal change has an
increasing effect on customers’ investment balance over time. We also find that this “COP-reinforcing” mechanism does not
occur through customer-based brand equity. Finally, we use a field experiment to test a communication strategy that reinforces
customers’ perceived empowerment to induce them to join the COP.
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