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Attitudes to the Green Transition and Willingness
to Pay in Emerging Markets: Concerned but Not
Paying*

Pablo Garcia Guzmdn® — Zsoka Koczan

While individuals in emerging markets are concerned about climate change, such
concerns do not necessarily translate into a willingness to pay for environmental
policies. Using rich data for 37 economies, mostly from emerging markets in Europe,
the Caucasus, Central Asia and parts of North Africa and the Middle East, we
empirically examine correlations with willingness to pay for environmental policies.
We show that, beyond ability to pay, people who expect to be better off in the
future, who are more patient and who trust the government are all more likely to
be willing to pay for policies that mitigate climate change. Our results thus suggest
that measures that increase people’s incomes, build trust in government, reduce
corruption and increase the transparency and efficiency of government spending
could help boost support for green policies. Policies may also receive greater support
if they take the form of subsidies, where the costs in terms of higher taxes are less
salient.
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1. Introduction

Climate change poses a significant threat to global development, affecting lives and
livelihoods through channels such as the increased frequency of extreme weather
events, negative impacts on agricultural productivity, loss of water resources, and
damage to infrastructure and other assets. While such effects are felt in both higher-
income and lower-income economies, lower-income economies — and lower-income
households within those economies — are less equipped to deal with them.
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Public support for environmental policies depends not only on their ecological
benefits, but also on their perceived economic implications (see also EBRD 2023).
Major economic transitions of the past (such as the rollout of digital technologies,
the globalisation of trade and investment and the phasing-out of coal) offer
important lessons for the transition to a less carbon-intensive economy (EBRD 2023;
OECD 2023). Such transitions entail a reallocation of employment across sectors
and industries, as well as changes to job requirements. They bring substantial
opportunities and benefits for workers, but also new risks. Crucially, their impact
varies across geographical areas and demographic groups, which can potentially
exacerbate existing disparities in the economy.

Furthermore, recognition of the risks associated with climate change does not
always translate into broad-based support for environmental policies. For
instance, some of the most economically effective climate change policies, such
as comprehensive pricing of carbon emissions, often face political resistance (see
Douenne and Fabre 2022 for a discussion of the Yellow Vest movement in France;
see also Klenert et al. 2018).

Motivated by these considerations, this essay examines attitudes towards climate
change and willingness to pay for policies that mitigate it. While public support for
environmental policies has received increasing amounts of attention in economic
literature, the analysis of its determinants has tended to focus on advanced
economies, rather than emerging markets and developing economies.

We hope to contribute to the literature by examining various correlates of
willingness to pay for environmental policies empirically, relying on rich micro-
level data spanning a large set of emerging markets. We hope that gaining a better
understanding of the factors inhibiting willingness to pay for environmental policies
at the individual level will help guide policy initiatives and broaden public support
for environmental protection.

The essay explores the following specific questions: Which individual characteristics
are correlated with higher willingness to pay for policies mitigating climate change?
In particular, how do factors such as concerns about climate change, ability to pay,
expectations about the future, discount rates and trust affect willingness to pay?

The analysis draws on rich data on attitudes to climate change from the latest,
fourth wave of the Life in Transition Survey (LiTS), a large representative survey
covering 37 economies, mostly emerging markets, ranging from Europe, the
Caucasus, Central Asia and parts of North Africa and the Middle East, and deep
dive surveys, which were conducted as add-ons to LiTS in Albania, Armenia, Georgia,
the Kyrgyz Republic and Tajikistan.

Our results should not be interpreted as causal — there may be reverse causality
or omitted variables affecting both willingness to pay and, for instance, discount
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rates or trust. Further research could examine such effects in an economic model,
or try to identify clearer causal effects. Nonetheless, we believe that we highlight
a number of interesting stylised facts.

The results of the survey suggest that most respondents in emerging markets are
concerned about climate change and damage to the environment. However, such
concerns do not necessarily translate into a willingness to pay more tax or forgo
economic growth and job creation in order to prioritise environmental policies.

Respondents in higher-income households generally express greater willingness to
pay in order to protect the environment. Willingness to pay is also generally higher
among people with more positive expectations about the future (such as those
who expect to be better off in four years’ time than they are now). People who are
more patient (valuing future income more highly relative to funds available today)
are also more willing to pay for environmental policies, as are those who trust the
government more.

Strikingly, results from the deep dive surveys suggest that only a small percentage
of respondents believe that all proceeds from a carbon tax or an increase in
electricity tariffs aimed at addressing climate change would end up being spent on
the transition to a green economy. At the same time, participants in those surveys
tend to underestimate the percentage of their country’s energy production that
currently comes from renewables. The results also suggest that environmental
subsidies receive greater support than taxes (as the eventual costs of subsidies in
terms of higher taxes are less salient).

These results could point to the importance of effectively communicating green
policies and building awareness of the progress made to date. Efforts to build trust
in government, reduce corruption and increase the efficiency and transparency of
government spending could help to boost support for climate change policies in
emerging markets. Highlighting the local environmental benefits of green policies
(such as improved air quality, health benefits and potential job creation) could also
help to leverage popular support for such measures.

This essay is structured as follows: Section 2 provides a brief overview of the related
literature, Section 3 introduces the Life in Transition Survey (LiTS) and deep dives,
Section 4 explores the correlates of willingness to pay and Section 5 concludes with
policy implications.

2. Related literature
There is a growing body of literature looking at attitudes towards climate change,

how environmental policies are perceived and what determines their level of
support (see Bergquist et al. 2022; Bumann 2021; Drews and van den Bergh 2016
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and Fairbrother 2022 for reviews). Most of those studies focus on a single country
or a subset of advanced economies: see, for instance, Kotchen et al. (2013) on
the United States, Veronesi et al. (2014) on Switzerland, Sergi et al. (2018) on
Pennsylvania and Graham et al. (2019) on the United Kingdom.

Comparative cross-country surveys looking at the drivers of support for different
climate change policies in emerging market economies are relatively scarce. Notable
exceptions include Dechezleprétre et al. (2022), Dabla-Norris et al. (2023) and Andre
et al. (2024). Chaikumbung (2023) provides a comprehensive analysis of the effects
of institutions and cultures on people’s willingness to pay for climate change policies
by conducting a meta-regression analysis across studies in 47 countries.

Existing research points to several other attributes that shape willingness to pay
beyond the simple ability to pay (see, for instance, Dabla-Norris et al. 2023; Drews
and van den Bergh 2016; Fairbrother 2022; Ziegler 2017 and Carattini et al. 2018).
These include the perceived effectiveness of the policy and the expected benefits
(for both the individual in question and society as a whole), the costs associated
with its implementation and the perceived fairness of the policy (how outcomes will
be distributed across all parties involved). Broader economic and political attitudes
also shape policy support. For instance, right-leaning views have been associated
with reduced support for publicly financed climate change policies, particularly in
the United States and the United Kingdom (Ziegler 2017; Fairbrother 2022).

Other studies find that respondents who do not support subsidies for low-carbon
technologies and renewable energy tend to cite the cost to taxpayers and concerns
about corruption and the effectiveness of policies as the primary reasons for their
views (Dabla-Norris et al. 2023). Previous studies have shown that countries with
higher perceived corruption tend to have weaker environmental policies and higher
greenhouse gas emissions after relevant political and economic factors have been
taken into account (Klenert et al. 2018).

This essay contributes to the literature by drawing on rich, harmonised data across
a large set of emerging markets on attitudes to climate change, willingness to pay
for climate change mitigation as well as information on respondents’ expectations
about the future, discount rates and levels of trust.

The focus in this essay is on households’ views and willingness to pay; for a review
of the determinants of firms’ decisions to invest in energy efficiency and pollution
reduction, see, for instance, De Haas (2024). Recent work in this journal has also
highlighted the growing importance of considerations of climate risk in financial
markets (Boros 2020; Németh-Durkd and Heged(is 2021; Kolozsi et al. 2022; Ritter
2022; Szendrey and Dombi 2023; Vdrged6 2023) and on the insurance sector
(Pandurics and Szalai 2017). Some central banks already have a green mandate or
are focusing on environmental issues (Matolcsy 2022; Bartdk 2019).
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The paper is also related to the emerging literature on biodiversity finance — the
use of private capital to finance biodiversity conservation and restoration — a new
practice in sustainable finance (Flammer et al. 2025; Jondll et al. 2025; Naffa and
Czupy 2024).

3. Data

The analysis in this essay draws on a rich set of data on climate change and attitudes
towards the green transition derived from the latest wave of the Life in Transition
Survey. The Life in Transition Survey is a large representative household survey that
has been carried out by the European Bank for Reconstruction and Development
(EBRD) in collaboration with the World Bank since 2006. The latest wave, conducted
in 2022-2023, expanded on earlier waves (conducted in 2006, 2010 and 2016)
with an in-depth module on attitudes to climate change and willingness to pay.
The survey included face-to-face interviews in local languages with 1,000 randomly
selected households in 50 locations in each of 37 economies,* spanning Europe,
the Caucasus, Central Asia and parts of north Africa and the Middle East. While
most of these economies are emerging markets and developing economies, it also
included some advanced comparators, such as Germany. For further information
on the survey see EBRD (2024).2

As part of the new climate change module in the latest wave of the Life in Transition
Survey (LTS IV), respondents were asked about their views on climate change and
its consequences. Participants were also asked whether they would prioritise the
environment at the expense of economic growth and jobs, and whether they would
be willing to pay more tax in order to fund policies that addressed climate change
and its effects.

The survey thus provides unique insights into attitudes to and willingness to pay for
climate change mitigation across a very large set of mostly emerging markets, based
on large representative samples of households and a harmonised questionnaire.

The data are complemented by the results of deep dive surveys conducted by the
World Bank in Albania, Armenia, Georgia, the Kyrgyz Republic and Tajikistan. The
deep dive surveys included further questions on specific climate change policies,
which were put to the 1,000 LiTS IV respondents in each of those five countries
as part of their face-to-face interviews. In addition, they also included telephone
interviews with 1,000 business managers in each economy. The companies

1 Albania, Algeria, Armenia, Azerbaijan, Bosnia and Herzegovina, Belarus, Bulgaria, Croatia, Czechia, Estonia,
Georgia, Germany, Greece, Hungary, Jordan, Kazakhstan, Kosovo, the Kyrgyz Republic, Latvia, Lebanon,
Lithuania, Moldova, Mongolia, Montenegro, Morocco, North Macedonia, Poland, Romania, Russia, Serbia,
the Slovak Republic, Slovenia, Tajikistan, Tunisia, Turkiye, Uzbekistan and the West Bank and Gaza.

2 See also https://www.ebrd.com/sites/Satellite?c=Content&cid=1395236498263&d=Touch&pagename=EB-
RD%2FContent%2FContentLayout
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in question were chosen at random from national registers of firms and were
a representative sample in terms of firm size and sector.

4. Willingness to pay more to protect the environment

In most of the economies surveyed, a large percentage of respondents believe that
climate change is real and are concerned about its consequences. On average, around
79 per cent of respondents in the economies surveyed believe that climate change
will seriously affect the children of today, while around 65 per cent of respondents
believe it will seriously affect them, with the difference between the two figures
suggesting that people expect climate change shocks to become more severe in the
more distant future (Table 1). This is in line with the results of other recent surveys,
with such studies consistently finding that most people regard climate change as
a serious problem (Dabla-Norris et al. 2023, 2024; Leiserowitz et al. 2021).

Table 1

Descriptive statistics

Variable N Min | Max | Mean| SD

Age 37,389 | 18.00 | 95.00 | 45.82 | 17.28
Female (=1) 37,389| 0.00 | 1.00 | 0.53 | 0.50
Has children (=1) 37,389| 0.00 | 1.00 | 0.56 | 0.50
Married (=1) 37,236| 0.00 | 1.00 | 0.58 | 0.49
Secondary education (=1) 37,389| 0.00 | 1.00 | 0.66 | 0.47
Tertiary education (=1) 37,389| 0.00 | 1.00 | 0.26 | 0.44
Urban (=1) 37,389 0.00 | 1.00 | 0.60 | 0.49
Employed (=1) 37,180| 0.00 1.00 | 047 | 050
Consistently patient (=1) 34,629| 0.00 | 1.00 | 0.48 | 0.50
Trusts the government (=1) 34,282| 0.00 | 1.00 | 033 | 047
Experienced natural disaster(s) (=1) 37,167| 0.00 | 1.00 | 0.18 | 0.38
Climate change will seriously affect me (=1) 35,435| 0.00 | 1.00 | 0.65 | 0.48
Climate change will seriously affect children (=1) 35,130| 0.00 | 1.00 | 0.79 | 0.41
Concerned about extreme weather events (=1) 37,389| 0.00 | 1.00 | 0.70 | 0.46
Concerned about air pollution (=1) 37,389| 0.00 | 1.00 | 0.67 | 0.47
Concerned about waste disposal (=1) 37,389| 0.00 | 1.00 | 0.66 | 0.47
Concerned about loss of plant or animal species, or biodiversity (=1) | 37,389 | 0.00 1.00 | 0.64 | 0.48
Concerned about rising temperatures (=1) 37,389| 0.00 | 1.00 | 0.66 | 0.47
Concerned about the lack of action to address climate change (=1) | 35,408 | 0.00 1.00 | 0.51 | 0.50
Prioritises environment over jobs (=1) 35,362| 0.00 | 1.00 | 0.45 | 0.50
Willingness to pay: prevent environmental pollution (=1) 37,389| 0.00 | 1.00 | 0.43 | 0.50
Willingness to pay: fight climate change (=1) 37,389| 0.00 | 1.00 | 037 | 0.48
Willingness to pay: prevent biodiversity loss (=1) 37,389| 0.00 | 1.00 | 0.41 | 0.49
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Concerns are generally more pronounced when it comes to readily observable
implications of climate change and environmental harm. For instance, 70 per cent
of respondents are concerned about extreme weather events (such as droughts,
floods, landslides and wildfires) and other natural disasters, while 64 to 67 per cent
are concerned about waste disposal, air pollution, rising temperatures, the loss
of plant or animal species, or biodiversity. At the same time, fewer respondents
(51 per cent in total) are concerned about the lack of action to address climate
change.

At the country level, environmental concerns are more pronounced in lower-
income economies and economies where agriculture makes a larger contribution
to employment and value added. This may reflect the fact that poorer economies
are less able to cope with extreme weather than advanced economies (Dabla-Norris
etal. 2023).

At the individual level, women, respondents with children and those with higher
levels of education are more likely to think that climate change will significantly
affect them or the children of today, based on regressions controlling for country
fixed effects with standard errors clustered at the primary sampling unit (PSU) level.

Willingness to bear the economic costs of the green transition is significantly lower
than the levels of concern about environmental damage. On average, 45 per cent
of respondents in the economies surveyed would prioritise the environment at
the expense of economic growth and jobs, with particularly strong support for this
viewpoint in Moldova, Morocco, Slovenia and a number of economies in Central
Asia.

At the individual level, women, older respondents, those with a tertiary education
and people in higher-income households are more likely to think that protecting
the environment should be the priority, based on regressions controlling for country
fixed effects with standard errors clustered at the PSU level.

Fewer than half of all respondents say that they would be willing to pay more tax if
it was used to fight global warming, prevent biodiversity loss or reduce pollution.

4.1. Empirical analysis

The following analysis examines various correlates of willingness to pay at the
individual level in a simple linear regression setup. Willingness to pay to (1) prevent
environmental pollution, (2) fight climate change or (3) prevent biodiversity loss
(dummy variables y;) are respectively regressed on the variable of interest (Int;) —
whether the respondent expects to climb the income ladder, is consistently patient,
trusts the government, experienced natural disaster(s) and whether they think
climate change will seriously affect them (one at a time as well as jointly) — as well
as individual characteristics (X;: a female dummy, whether the respondent has
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children and an interaction of the two, age, age squared to account for possible
nonlinearities, education, marital status, urban/rural location, equivalised household
income decile and a dummy for whether the respondent is employed) and country
fixed effects (a,):

Vi = Bo + Bint; + Xi'Br + a. + ¢

Standard errors are clustered at the primary sampling unit level. Results are
reported in Table 2. We examine the variables of interest both one at a time and
jointly, and the results are very similar across specifications.

While the relationship between willingness to pay and the variables of interest may
not be causal, for instance, picking up reverse causality or omitted variables affecting
both, we believe these correlations are nonetheless interesting. Future research
could examine them in a more causal setting, for instance, relying on instrumental
variables (for instance, cultural attitudes towards saving and investment, which are
unfortunately not available in our dataset).

Individual characteristics point to expected correlations: those with higher levels
of education and, in some specifications, those with children, are more likely to
express willingness to pay. Those who believe that climate change will seriously
affect them are, as expected, more likely to express a willingness to pay to protect
the environment and the effect is economically large (around 16 percentage points),
controlling for individual characteristics and country fixed effects (Table 2).

Beyond attitudes, willingness to pay also reflects people’s ability to pay (see also
Graham et al. 2019). People in higher-income households are generally more able
—and, accordingly, more willing — to pay for the green transition than those in lower-
income households. For example, people in the top household income decile are,
on average, around 10 percentage points more likely to be willing to pay to protect
the environment than those in the bottom income decile (controlling for individual
characteristics and country fixed effects).

At the same time, the relationship between household income and willingness
to pay more to protect the environment is in line with the relationships observed
for other policies. When it comes to paying for physical and digital infrastructure,
education and healthcare, households in the top income decile are between 8
and 11 percentage points more likely to be willing to pay than households in the
bottom decile. As one would expect, the income gradient is less pronounced when
it comes to income redistribution policies. For instance, those at the top of the
income distribution are only 4 percentage points more likely to be willing to pay to
assist the poor and/or reduce inequality and 3.9 percentage points more likely to
be willing to pay to create jobs.

Study
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4.2. Expectations and discount rates

Policies aimed at mitigating climate change will be costly today, but the pay-offs
will stretch into the future, so the value that individuals place on the future relative
to the present day can affect their willingness to pay for environmental policies.

Beyond current ability to pay, people’s willingness to pay can thus also be expected
to depend on their expectations of their own economic situation in the future, as
well as how highly they value income in the future relative to the present.

People’s expectations of their own economic situation in the future are captured
here using questions on which rung of a ladder respondents think their household
is today, and on which rung their household will be in four years’ time, with the
poorest in society on the bottom rung and the richest on the top rung. Respondents
who think that their household will be on a higher rung of the income ladder in
four years’ time are 4.6 percentage points more likely to be willing to pay to reduce
pollution, fight global warming and prevent biodiversity loss than similar individuals
with no expectations of upward mobility in the future (controlling for individual
characteristics and country fixed effects, see Table 2).

To measure the value that individuals place on future income relative to today’s —
that is to say, their discount rates — respondents were asked whether they would
prefer to receive (i) an amount corresponding to around 55 per cent of the median
household’s daily income immediately or (ii) around 85 per cent a month later (in
the case of Germany, around EUR 55 today or around EUR 85 one month later).
Later in the survey, respondents were asked to choose between (i) 55 per cent of the
median household’s daily income six months later and (ii) 85 per cent seven months
later. The analysis in this section defines respondents as ‘consistently patient’ if
they prefer to wait for the larger amount in both situations, while ‘consistently
impatient’ individuals are those who prefer to receive the smaller amount sooner
in both situations. Those who choose to receive a smaller amount immediately in
the first situation but are happy to wait seven — rather than six — months in order to
receive a larger amount in the second situation are deemed to exhibit present bias.

Consistently patient respondents (those who value future income more highly) are
3—4 percentage points more likely to be willing to pay to reduce pollution, fight
climate change or prevent biodiversity loss than consistently impatient individuals
(those who value the present more highly), controlling for individual characteristics
and country fixed effects (see Table 2). Similar results can be seen when it comes to
willingness to pay for measures aimed at preventing biodiversity loss and fighting
global warming. People’s discount rates have a larger impact on willingness to pay
than whether they have children.

13



7

7

oczan

Pablo Garcia Guzman — Zsoka K

(8T0°0)  (910°0)  (£TO'0)  (£10°0)  (£T0°0)
#0900 xxxCS0'0 #8500 %xxTS0'0 ##xS00

(zror0)  (st000)  (STO'O)  (STOO)  (9TO0)
6100  ¥100  ¥I00  ¥100  ¥I00

(0000)  (000°0)  (0000)  (000°0)  (000°0)
0000 0000 000°0— 0000 0000

(too'0)  (t000) (t00°0)  (T00°0)  (T000)
0000- 0000- 0000  T000- TOO0-

(¥10°0)  (€1000) (€70°0)  (€T0°0)  (€T0°0)
T000- €000 T000- <000- €000

(ztoo)  (tT000)  (TTO'O)  (TTO'O)  (TTOO)
2000 9000 9000 8000 2000

(oto0) (6000) (0T0'0)  (0TO'0)  (0TO'0)
¥000- 6000- 6000- 8000- 6000—

(810°0)  (910°0)  (£10°0)  (970°0)  (LT0°O)
#0900 5xx950'0 ##x090°0 %xx¥S0'0 #6500

(zro0)  (v1000)  (STO'0)  (STO'O)  (STOO)
LT00 €700  TI00  ST00 8100

(000'0)  (000°0)  (0000)  (000°0)  (000°0)
0000 0000 0000 0000 0000

(too'0)  (too0) (too0) (T00'0)  (T00°0)
T00'0- 0000- 0000~ T000- T000-
(¥10°0)  (€1000) (€10°0)  (€T0°0)  (€T0°0)
7000 €000  TO00  T000 €000

(tro0)  (oto0) (tTo0)  (TTO0)  (TTO0)
2000~  T000  0000- #0000  ¥00'0—

(oto0) (6000) (6000)  (0T0'0) (0T00)
S000- 6000—  L0O'0— 6000—  LOO'O-

(610°0)  (910°0)  (£TO'0)  (£10°0)  (810°0)
#%%xLS0'0 %x%ES0'0 %x%950°0 xxx6¥0'0 x%%xCS00

(zto0)  (sT000)  (STO'O)  (STOO)  (9TO0)
6100  ST00  ¥I00  ¥I00 9100

(0000)  (0000)  (0000)  (000°0)  (000°0)
0000 0000 0000 0000 0000

(too0)  (t000) (t00°0)  (T00°0)  (T000)
1000~ 0000- 0000 T00'0-  T000-

(¥r10°0)  (€1000) (€70°0)  (€T0°0)  (€T0°0)
0200~ %100~ 6100~ ST00- STO0-

(ztoo)  (rT000)  (TTO'0)  (TTO'O)  (TTOO)
46100 46700  4+€C00 4TT00  SI00

(ot00)  (600°0)  (010°0) (0TO'0)  (0TO0)
L10°0 L00°0 100 9000 L00°0

uoeINpa Aseial

uonesnpa Aiepuodas

paJenbs a8y

a8y

5 seH # d|ewa4

uaJpjiyd seH

3jewa

SI13S1IAIRIBYD [BNPIAIPU|

(tto0)  (oto0)  (0t0'0)  (0TO'O)  (0TOO)
###E9T0 %xx99T'0 #6970 %xx0LT0 ##+2LT°0

(tto0)  (oto0) (oto'0)  (0T00)  (0TOO)
##%08T°0 xxx8LT'0 ##+T8T'0 %xxEBT0 #44V8T°0

(tto0)  (oto0) (ot0'0)  (TTO0)  (TTO0)
#%%0GT°0 #xxT9T0 ##xV9T°0 +x+L9T°0 #xx0LT°0

aW 1098 Asnowas ||Im aSueyd ajew|)

(zto0)  (T10°0)
##x970'0 ££xTS0°0

(zto0)  (110°0)
++TE0°0  ++49€0°0

(zroo)  (110°0)
##+050'0 %xxES0'0

(s)4215ESIp |BANJRU pPRdUBLIadX]

(110°0) (010°0) (110°0) (010°0) (t10°0) (010°0)
##xL90°0 £++TL0°0 ##x590°0 ##+0L0°0 ##%9L0°0 +++E80°0 JUSWUIAN0S BY3 IsniL.
(ot0°0) (600°0) (ot0°0) (600°0) (ot0°0) (600°0)
#4600 +++T€0°0 ++€20°0 ##xL20°0 ++xT€0°0 +++9€0°0 juaned Ajpuaisisuo)
(ot0°0) (6000) | (0T0'0) (600'0) | (0TO'0) 6000~
+++EE0°0 #%%9€0°0 | +4EVO'0 #9700 | +44270°0 #6700 J9ppe| 3WOodUl 3y} quiIjd 03 393dX3
550] Ayisiani pUETEIF] 314 uonnjjod [EJUBILOIIAUB JUBABI4

Study

14



Attitudes to the Green Transition and Willingness to Pay in Emerging Markets

‘Al S.LIT U0 paspg °[aA3] 3u32 Jad OT Y3 1D 4 pup

1213 3U32 43ad G YT 1D 4, ‘12A3] JUD 4ad T 3y 10 JUDILJIUBIS A|[DI1ISIIDIS SAIOUIP 4y ‘[IA] 2UN Buljdwins Aipwilid Y1 10 Pa433SN|d 34D SI10JId pIDPUDIS “S123f[a paxif
A13unoa pup 3153433ul Jo 3|qpIIDA Y] ‘(Pa10iDA3S PUD PIMOPIM ‘PIIIOAIP SIPNJIUI ,43Y]0, !, PALIIDW JIASU, PUD ,MO[3q JO UO0IIDINP3 AibwWlid, 340 $3110631D2 Pa33IWO 3Y3)
$21351421204DY2 [DNPIAIPUI UO SSO| A3ISIaAIPOIq JUaA3JId 03 40 abupbyd aipwid ybif 03 ‘uoiinjjod |pIUdWUOIINUS JUaA3.Id 03 ADd 03 buljjim Bulaq fo suoissaibal STO 910N

LLY'€T  ¥E9'6T  €6E'LT  990'8C  LL9'9T | LLY'€T  ¥E9'6T  €6ELT  990°8T  LL9'9T | LLv'€T  ¥E9'6T  €6ELT  990'8T  LL9'9T SUOIIEAISGO JO "ON
9 L 9 L€ L€ 9 L€ 9 Lg Lg 9 L 9 L€ LE $91LIOU0I3 JO 'ON
[4a0] €1°0 €1°0 [4a0] [4%0] €T°0 €1°0 €T°0 [490] €T°0 €1°0 €T°0 vT°0 €T°0 €T°0 I3
€70 €70 €70 wo €70 6€°0 6€°0 6€°0 8€'0 6€°0 520) Sv'0 50) (0] Sv'0 3UI00IN0 JO UBdN
SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA SOA $123)49 paxyy Aiquno)
(oto0) (6000) (60000) (600°0) (600°0) | (0TO'0) (600°0) (600°0) (600°0) (600°0) | (0T0°0) (600°0) (600°0) (600°0)  (600°0)
##40E0°0~ 44CC0'0~ 44+LT0 0~ 44xECO 0~ 44+ 7C0 0|4+ + EE0'0— 44+ CEQ 0~ 44+ CEO 0~ 44 +EE0 0~ 444 TED 0| 447Z0'0— 444VC0'0— 4447C0 0~ 4447200~ x+ET0'0— pakojdwy
(zoo0)  (t000)  (zoo'0)  (2000)  (zoo'0) | (zoo0) (zooo)  (zoo0)  (zoo0)  (zooo) | (zooo)  (zoo'o)  (z000)  (zoo'0)  (200°0)
#%%800'0 %%%L00°0 #%%L00'0 %%L00°0 #+800°0 [ 4x+600°0 #%+800'0 %%x800°0 #+%800'0 %%x600°0 | 440700 446000 #%%600'0 %%+600°0 ##+6000 3]199p dWodul pasi|eAinb3
(¥1000)  (¢c10°0)  (€10°0)  (€T0'0)  (€10°0) | (€T0°0) (zTO'0)  (€10°0)  (cro0)  (€T0°0) | (¥TOO)  (€10°0)  (€T0°0)  (€T0°0)  (€T0°0)
8100~ ST0'0- 6I00- 8T00— 8I00- | 0¢00- €I00- 8I00- LIOO- 9T0°0- | 0000- TOO0  2000- TOO'O-  €00°0— ueqin
(y100)  (zto0) (€10'0)  (2TO0)  (€TO0) | (€TO'0)  (zTO'0)  (€TO0)  (zTO0)  (€T00) | (vTOO)  (€TO0)  (€T0'0)  (€TO0)  (€T0°0)
8100~ 0200~ LTI00- 9100~ LIO0- | +GC0'0— +PZ0'0~ #4LT00~ %0200~ OTO'0— [4#+LED O~ ++VE0 0~ 54%SE0 0~ ++0E0°0— %x620°0~ 1BYy10
(ztoo)  (oto0) (tT0'0)  (0TO'0)  (TTOO) | (TTO'O) (0TO'O)  (TTOO)  (0TO'O)  (TTOO) | (TTOO)  (0TO'O)  (TTOO)  (TTOO)  (TTOO)
1000  S000- €000~ 2000- OO0 | £LOO'O- 8000~ 60000- LOOO- %000~ | 9000~ ZTO0- TT00- 6000-  €00°0- paLe

$50] A1ISIaAIPOIQ JUAN3I4

a8ueyd ajew|d sy

uon||od [BJUBWUOIAUS JUNILG

15



Pablo Garcia Guzman — Zsoka Koczdn

The rates at which future income is discounted by individuals are generally higher in
poorer economies (see Figure 1; see also Yesuf and Bluffstone 2019; De Lipsis 2021).
In the economies surveyed here, Tunisia and Tajikistan have the smallest shares of
consistently patient respondents (at 24 and 26 per cent, respectively), while Estonia
and Czechia have the largest shares (at 78 and 80 per cent, respectively).
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This could, in part, be because discount rates reflect respondents’ lack of trust that
the promise of future pay-offs will be kept. Empirically, however, the relationship
between discount rates and the degree of trust that respondents have in
governments is relatively weak (see Figure 2).
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Figure 2
Discount rates and measures of trust capture related but distinct concepts
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The next section explores the relationship between trust and environmental
attitudes in greater detail on the basis of the deep dive surveys that were conducted
as add-ons to the Life in Transition Survey and among business leaders by the World
Bank in Albania, Armenia, Georgia, the Kyrgyz Republic and Tajikistan.

A caveat is required. The five economies that were studied in the deep dive surveys
are not necessarily representative of the ‘typical’ economy included in the survey, or
a typical emerging market. For example, the quality of their economic institutions is
below the average for the other economies included in the survey, while expressed
willingness to pay for climate change mitigation policies, as well as for education,
healthcare, housing, pensions, social welfare and infrastructure are considerably
higher.
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4.3. Trust

As part of those deep dive surveys, respondents were presented with a hypothetical
scenario in which the government introduced a carbon tax of EUR 30 per tonne
of CO, in order to raise funds to address climate change. Respondents were then
asked how much of these additional funds they thought the government would use
to fight climate change. A similar question was asked about a 20-per cent increase
in the price of electricity.

Only 6 to 8 per cent of respondents believed that all of the funds earmarked for
fighting climate change would be spent as advertised. A further 20 to 23 per cent
thought that at least half of those funds would be spent on mitigating climate
change, while the majority were highly sceptical about the actual use of those
funds (see Figure 3).

While money is fungible and some scepticism about tax revenues being earmarked
for particular purposes is understandable, the extent of that scepticism probably
points to broader concerns about the transparency of government spending.

How much of the additional funds do you think the government would use to fight climate change?

Percentage of respondents

80 Ao

60 A

40 -

20 4

Carbon tax ) Electricity price increase

None
[ Less than half of it
mmmm More than half of it
Al of it

Source: World Bank deep dive surveys and authors’ calculations
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Nonetheless, it should be added that even if revenues from carbon taxes or higher
electricity tariffs are not channelled to protect the environment, putting a price
on emissions would already reduce the overconsumption of goods with negative
externalities.

At the individual level, respondents who express higher levels of trust in the
government tend to be more willing to pay for environmental policies when
controlling for individual characteristics and country fixed effects (Table 2). In
particular, respondents who express some trust or complete trust in the government
(that is to say, respondents scoring 4 or 5 on a trust scale ranging from 1 to 5, where
1 indicates ‘complete distrust’ and 5 indicates ‘complete trust’) are, on average,
7-8 percentage points more likely to express a willingness to pay to protect the
environment, fight climate change or prevent biodiversity loss than respondents
who do not believe that their government can be trusted, that is those who score
1 or 2 on the trust scale above (see Table 2).

4.4, Information

Knowledge and understanding of climate change policies can boost support for
environmental spending. However, there is still a sizeable information gap to be
filled in most countries. The percentage of respondents reporting awareness of their
government’s measures to tackle climate change tends to be higher on average
in advanced economies, although there is significant cross-country variation. In
some emerging market economies (such as Azerbaijan, Colombia, the Philippines
and Vietnam), where governments’ environmental commitments have received
extensive media attention at the domestic level, respondents report higher levels
of awareness (Dabla-Norris et al. 2023).

The deep dive surveys suggest that people typically underestimate the percentage of
their country’s total energy production that comes from renewables. Respondents
were asked to estimate the share that came from renewable sources in their
country, and in all five economies both the mean and the median were well below
the actual figure (see Figure 4). Albania, for instance, is entirely dependent on
renewable sources for its energy, but the average answer in that country was 56
per cent.
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Figure 4
People typically underestimate the percentage of their country’s energy production
that comes from renewables

Percentage of country's energy production that comes from renewables
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Source: IEA, World Bank deep dive surveys and authors’ calculations

Better awareness of environmental risks also plays a role. Respondents who have
personally experienced disruption or damage caused by flooding, drought or other
natural disasters are, on average, around 3-5 percentage points more likely to
be willing to pay to prevent environmental pollution, fight climate change and
prevent biodiversity loss than those who have not had such personal experiences
(controlling for individual characteristics and country fixed effects; see Table 2).

4.5. Attitudes towards climate change policies

Governments frequently invoke the principle of distributive justice in climate
negotiations and public debate in order to justify their position on sharing the
cost of reducing carbon emissions. Such stances are typically aligned with their
countries’ economic interests. Some arguments are based on the ‘polluter pays’
principle, with costs apportioned on the basis of current greenhouse gas emissions
or cumulative emissions over time (Dabla-Norris et al. 2024); other arguments are
based on the ‘ability to pay’ principle, with higher-income economies expected to
pay higher costs.
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In line with this, respondents in the deep dive surveys felt that all countries should,
to some extent, pay to help address climate change, but the burden of financing
climate change policies should increase with the level of economic development
and personal income (Dabla-Norris et al. 2023). These views were also shared by
a sample of business leaders — managers of manufacturing or service companies
that had been selected at random from national registers of firms.

As regards policy design, individual respondents taking part in the deep dive surveys
felt that government regulation and technological improvements were the most
important means of tackling climate change (see Figure 5). Both were chosen
by around 27 per cent of respondents from a list of six different options (with
other options including radical changes to habits, large-scale public investment
and massive private investment). Business leaders, by contrast, prioritised radical
changes to habits over regulation and technology.

Percentage of respondents
1 s

e H T

10

Government
regulation
Technological
improvements
Radical changes
to our habits
Large-scale public
investment in
climate projects
Massive private
investment in
climate projects
Climate change
is not real

W Business leaders
4 Individuals

Note: This chart is based on responses to the question ‘Which of the following do you believe is the most
significant way to mitigate climate change?’ Participants could only choose one answer.

Source: World Bank deep dive surveys and authors’ calculations
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Looking at respondents’ support for individual measures, subsidies (for public
transport or purchases of electric cars) were preferred to higher taxes (on
greenhouse gas emissions, internal combustion vehicles or meat; see Figure 6).
While the benefits of subsidies are well understood by the public, their costs (in
the form of higher taxes or reduced spending elsewhere) tend to be less salient
(Fairbrother 2022).

Percentage of respondents in favour of the policy

Q) gpecesesesesseascearsastenroeEemesnsEEEEoEaEEEsEEEEES R EEeEE O oS DETEEE e EEEEE DG RS OEEEES EEaEEE e e EE0 eI EEEIEEEREEE0
8O0 1 W s il
@0 gqfeees]  peeeeesesed  peesessess]  [pessesscossossencssseoesasasneoeoeseanes
40 1
20 qfeeee)  eeeecsesed  poesossess]  foessessces|  pmocsococsd  pessseosss

0 T T T T
P ol [ E%) w o c wn — n %] w0 -
36 = s o5 (R0 o = 153
oo S o [Sg=] x .2 =} S a0
Pu:) 5 — N © @ Fii= =4 20 IS
= a2 D > & $5 = = c
20 o ) o g © > 2 £ )
o 56 4] = I &

o+ b =un ) T o o <
= o b T o S~ ol “ < <
573 3 S E 20 co c = =
n 3 =] =] = O 205 ° c B3
3 a = = [T = c o ]
= 7] V5 o n ° © c =
22355 = oc o E = @ ©
7] = = © M = = o0
2 ] W= a
2 c
)

c

5]

c

©

o

B Business leaders
4 Individuals

Note: Respondents were asked whether they favoured or opposed the adoption of these various policies
in order to reduce greenhouse gas emissions. The calculations exclude respondents who replied ‘don’t
know’, as well as missing responses.

Source: World Bank deep dive surveys and authors’ calculations

Study



Attitudes to the Green Transition and Willingness to Pay in Emerging Markets

5. Conclusions and policy implications

The majority of people are concerned about environmental damage and the impact
that climate change will have on them and their children. However, such concerns
about climate change do not necessarily translate into a willingness to pay for
environmental policies: the majority of the population are concerned, but those
who are willing to pay higher taxes or prices to protect the environment remain
a minority, albeit a large one.

Tackling climate change will require broad public support for environmental policies.
Economic development may, over time, strengthen support for the green economy,
since higher-income individuals tend, in general, to be more willing to pay for
policies that mitigate climate change (as well as other public services). Such shifts
are bound to be relatively slow, however.

A lack of trust in government and concerns about corruption can result in opposition
to climate change policies, particularly in emerging markets with weaker economic
institutions. For example, very few of the respondents who took part in the deep
dive surveys believed that all proceeds from a hypothetical carbon tax or an increase
in electricity tariffs would actually be spent on measures addressing climate
change, despite those funds being earmarked for such initiatives. While this is not
directly examined in this paper, our results tentatively suggest that building trust
in public institutions and increasing the transparency and efficiency of government
spending may help to overcome such scepticism. It should be added that even
if revenues from carbon taxes or higher electricity tariffs are not channelled to
protect the environment, putting a price on emissions would already reduce the
overconsumption of goods with negative externalities.

The results of those surveys could also point to the importance of communicating
effectively about green policies implemented to date and building awareness of
progress made with the green transition, in addition to raising awareness of the cost
of failing to cut pollution. For example, the deep dive surveys suggest that people
vastly underestimate the percentage of their country’s energy production that
comes from renewables. Examining such linkages empirically, for instance, between
more transparent communication or fighting local pollution and willingness to pay
would be a promising avenue for further research.
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Existing research suggest that better awareness of the progress made to date with
the transition to a green economy can boost support for climate change policies.
For instance, giving respondents information about the effectiveness of carbon
pricing and the benefits of revenue recycling has been found to increase public
support for those measures, with larger increases being seen in countries where
there was little pre-existing knowledge of carbon taxes as an environmental policy
instrument (Dabla-Norris et al. 2023).

Climate change policies should be designed in such a way that they are affordable
and regarded as being fair to everyone. The funding of those policies needs to
ensure that more of the costs are borne by higher earners, while benefits also
accrue to individuals on lower incomes. The results of the deep dive surveys indicate
that respondents expect to see these features in environmental policies. Social
safety nets can help to protect the most vulnerable, while active labour market
policies can assist with the transition process where workers are displaced by
technological change.

Recycling some of the tax receipts from carbon pricing in order to subsidise
investment in low-carbon technologies such as renewable energy or electric
vehicles — a policy that enjoys broad-based support — could increase the availability
of cleaner alternative energy sources (EBRD 2023; IMF 2019, 2022; Shang 2021).
Subsidies tend to enjoy greater popular support, since their costs in terms of higher
taxes are less salient.

Highlighting additional benefits of climate change policies, such as improved air
quality, health benefits and potential job creation, can also help to reduce the
public’s sensitivity to their short-term costs.

Future research could examine the correlations highlighted in this paper in a more
causal setting; a valuable area for further studies would also be examining the
heterogeneity of such effects.
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