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Abstract

We formulate a model in which an industry association chooses whether environ-

mental corporate social responsibility (ECSR) is adopted and then firms compete in

the market. First, we consider emission cap commitment as ECSR. Under quantity

competition, ECSR is adopted by the joint-profit-maximizing industry association be-

cause it serves as a collusive device, although ECSR is not adopted if firms choose

it independently. By contrast, under price competition, individual firms voluntarily

adopt ECSR but the industry association chooses a higher level of ECSR. These find-

ings together suggest that industry associations have a stronger incentive to encourage

firms to adopt ECSR than each firm working alone. Furthermore, ECSR can harm

social welfare because it restricts competition. Next, we consider emission standard

commitment (commitment to per-output emissions) which we find is less likely than

emission cap commitment to restrict competition and is not harmful for consumers.

JEL classification codes: M14, Q57, L13

Keywords: corporate social responsibility, collusion, emission cap, emission standard

∗We thank the seminar participants at Osaka University, The University of Tokyo, Hiroshima University,
Aoyama Gakuin University, University of Salento, University of Ferrara, University of the Thai Chamber
of Commerce, and National University of Kaohsiung for their helpful comments. We are responsible for
any remaining errors. This work was supported by the National Research Foundation of Korea Grant
(NRF-2014S1A2A2028188) and JSPS KAKENHI (15K03347,16J04589).

† Corresponding author: Graduate School of Economics, The University of Tokyo, 7-3-1, Hongo, Bunkyo-

ku, Tokyo, 113-0033, Japan. E-mail: h-kosuke@g.ecc.u-tokyo.ac.jp
‡College of Business Administration, Chonnam National University, E-mail:sangho@chonnam.ac.kr
§Institute of Social Science, The University of Tokyo, E-mail:matsumur@iss.u-tokyo.ac.jp

1


