
Indian Journal of Law and Legal Research    Volume V Issue V | ISSN: 2582-8878 
 

 Page: 358 

COMPETITION LAWS AND CLIMATE ACTION: A COMPLEX 

INTERACTION BETWEEN COMPETITION LAW AND 

CLIMATE POLICY 

Isha Bharti, CMR University, School of Legal Studies 

 

 

 

ABSTRACT 

In recent years, the interaction between competition law and climate policy has 
become an exciting and nuanced topic that merits our careful attention because 
of its potential for unintended consequences. It is important to emphasise that 
the goal of competition law is to improve consumer welfare through the 
development of competitive markets, but the goal of climate policy is to urgently 
combat the problem of climate change by reducing emissions of greenhouse 
gases. This is an important distinction to make. The purpose of this research is 
to investigate the complex relationship that exists between competition law and 
climate policy in an effort to shed light on the potential conflicts that may 
develop when simultaneously pursuing these two policy objectives. The issue at 
hand is one that cannot be denied to be fascinating! 

Untangling the tangled web of relationships that exist between antitrust law and 
environmental regulation is the primary objective of this inquiry. In particular, 
it seeks to investigate the ways in which various fields might interact with one 
another and shape one another. The findings of the research reveal compelling 
prospects for efficiently coordinating multiple policies aims in a manner that not 
only benefits consumers but also contributes positively to the environment as a 
whole. 

In the current political and economic context, having a deep and nuanced 
understanding of the numerous interdependencies between competition law and 
climate policy is of the utmost importance. We can pave the way for the design 
of more informed and balanced strategies that align the interests of consumers, 
businesses, and the environment. 

Keywords:  Competition Law, Climate Policy, Consumer Welfare, Antitrust 
Law, Environmental Regulation, Policy Interdependencies 
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INTRODUCTION  

The complex and diverse interplay between competition law and climate policy is a subject of 

considerable depth and nuance. The fundamental purpose of competition law is to foster healthy 

competition and deter anti-competitive behaviors, with the overarching objective of advancing the 

welfare of consumers. The policy on climate endeavors to tackle the worldwide predicament of 

climate alteration through the mitigation of greenhouse gas discharges. The dichotomy of these 

two policy objectives may occasionally give rise to discord among the regulatory bodies, 

policymakers, and other interested parties. In certain instances, the application of competition law 

and may be perceived as impeding progress toward mitigating climate change, whereas, 

conversely, the implementation of climate policy may be viewed as a hindrance to the principles 

of fair competition. The present discourse aims to scrutinize the correlation between competition 

law and environmental policy, with a particular emphasis on the plausible frictions that ensue when 

these twin policy objectives are pursued in tandem.1 

Climate change is a pressing issue that requires collaboration from all sectors of society. It's 

important to recognize the role that corporations play in mitigating its effects. However, antitrust 

laws can create obstacles for firms looking to take action on climate change by limiting their ability 

to coordinate with competitors. This article suggests that traditional antitrust enforcement may not 

be the most effective way to address the challenges faced by corporate social responsibility and 

sustainability initiatives. A recent Department of Justice investigation into major automakers 

highlights the need for antitrust rules to evolve and better support sustainable economic practices. 

Policymakers must consider new approaches that balance competition concerns with 

environmental goals. We must work together to find innovative solutions to address climate 

change and create a more sustainable future for all. 

According to the article, policymakers should investigate new approaches that combine 

competition concerns with environmental goals and support sustainable economic practices. 

 
1 Simon Holmes,Climate Change and Competition Law,Organisation for Economic Co-operation and 
Development,27-10-2020 
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The article sheds light on a Department of Justice investigation that prompts contemplation on the 

evolution of antitrust laws in light of the dynamic nature of corporate purpose and social activism. 

According to the article, corporate social activism and sustainability initiatives present challenges 

that the traditional method of antitrust enforcement may not be able to successfully address.2 The 

Department of Justice's investigation centered on the intricate task of harmonizing competition 

apprehensions with environmental goals and promoting enduring commercial methodologies3.  

Policymakers must contemplate novel strategies that can tackle these obstacles and foster 

sustainable business practices while safeguarding competition in the market. 

The Interaction between Competition Law and Climate Policy: 

The intersection of competition law and climate policy can yield various implications. The 

regulatory framework of competition law can exert a significant influence on the formulation and 

execution of climate policies, particularly with regard to the conduct of energy corporations. In 

certain scenarios, the implementation of competition law may be perceived as an impediment to 

climate action, as it has the potential to curtail the capacity of governing bodies to encourage the 

adoption of sustainable energy alternatives or to motivate corporations to mitigate their carbon 

footprint. In certain legal domains, the provision of financial incentives to promote the use of 

Sustainable energy sources may be perceived as impeding fair competition, whereas in other 

contexts, collaborative arrangements between corporations aimed at curbing their carbon footprint 

may be construed as constituting illicit collusion or market partitioning. 

The intersection of competition law and climate policy manifests in the utilization of antitrust 

regulations to advance sustainability endeavors. The primary objective of antitrust laws is to curb 

anti-competitive conduct, which encompasses activities such as market allocation, bid-rigging, and 

price-fixing. These behaviors can also have negative environmental consequences, such as limiting 

the adoption of sustainable practices. In some cases, antitrust laws have been used to challenge 

environmental agreements between competitors, such as agreements to reduce greenhouse gas 

 
2 Siddiqui, Ismail, Competition Policy and Sustainability: A Difficult Path to Tread? (February 1, 2022). 
3 Balmer, Paul. "Colluding to Save the World: How Antitrust Laws Discourage Corporations from Taking Action on 
Climate Change." Ecology L. Currents 47 (2020): 219. 
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emissions. However, some argue that antitrust laws should be adapted to better support 

sustainability initiatives, particularly given the urgent need to address climate change. 

The intersection of competition law and climate policy is also evident in the field of carbon market 

regulation. Carbon markets, which allow companies to buy and sell carbon credits, are a key tool 

in addressing climate change. However, these markets must be carefully regulated to prevent anti-

competitive behavior, such as market manipulation or collusion. It is imperative that regulators 

uphold the transparency and accessibility of these markets for all participants, particularly those 

small and medium-sized enterprises that may lack the necessary resources to engage in intricate 

markets.4 

There are also challenges in balancing competition and environmental goals. For example, some 

environmental regulations may place an undue burden on small businesses, making it difficult for 

them to compete with larger, more established firms. Simultaneously, the presence of lenient 

environmental regulations may confer an inequitable edge on larger enterprises compared to their 

smaller counterparts, who may lack the financial wherewithal to execute eco-friendly 

methodologies. 

Conversely, it is noteworthy that climate policy may exert an influence on the domain of 

competition law. Policies aimed at promoting renewable energy sources within the climate sphere 

may engender novel markets and opportunities for competition, whereas policies that curtail the 

use of particular fossil fuels may constrict competition within said markets. Furthermore, it is 

worth noting that climate policies possess the potential to exert an influence on the implementation 

of competition law through their impact on the delineation of pertinent markets and the evaluation 

of market dominance. In a scenario wherein a limited number of enterprises engage in the 

production of renewable energy, the definition of the pertinent market may necessitate a 

modification to account for the competition between these entities and those involved in the 

production of energy derived from non-renewable sources. 

 

 
4By Pradeep S. Mehta, Sneha Singh and Nishant K. Upadhyay-Mitigating climate change through competition and 
cooperation, 2022  
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Challenges with Regards to Conflict: 

The interaction between competition law and climate policy poses numerous challenges, such as: 

1. The conflict between competition law and sustainability initiatives Antitrust laws may 

impede collaboration among firms in implementing sustainable practices. Competitors who 

agree to reduce their carbon footprint may find themselves in conflict with antitrust laws, 

as they could be perceived as colluding. 

2. Environmental regulations pose a threat to competition as they can impose substantial 

expenses on businesses, particularly those aimed at curbing carbon emissions. Complying 

with these regulations can put small businesses at a disadvantage, creating a competitive 

conflict. 

3. Policymakers are torn between promoting competition and addressing climate change, 

creating a conflict in which both goals cannot be fully achieved. The imposition of 

significant costs on businesses due to environmental regulations may lead to a conflict with 

the need for competition, which can result in reduced innovation and higher prices. 

4. The regulation of carbon markets is a contentious issue as they are crucial in tackling 

climate change, yet there is a need to regulate them cautiously to avoid any anti-competitive 

conduct. 

Possible Solutions: 

Establishing a "green exemption" within antitrust laws is a feasible solution to the issue 

that arises from the intersection of competition law and sustainability initiatives. The 

implementation of a green exemption would provide firms with the opportunity to engage 

in collaborative efforts toward sustainability without the potential legal repercussions of 

antitrust enforcement. The proposed exemption would solely pertain to cooperative 

endeavors aimed at advancing environmental sustainability and would necessitate 

companies complying with predetermined standards. These standards would include 

verifying that the collaboration is indispensable for achieving sustainability objectives and 
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that it does not have any unfavorable effects on market competition. 

A potential resolution entails elucidating the implementation of antitrust regulations in 

relation to sustainability endeavors. It is imperative to revise antitrust laws in order to 

provide clarity that cooperative endeavors aimed at advancing sustainability do not possess 

an inherent anti-competitive nature. The attainment of this objective may be facilitated by 

seeking direction from regulatory bodies or enacting legislative modifications. The 

provision of lucidity regarding the implementation of antitrust regulations towards 

sustainability initiatives would furnish enterprises with heightened assurance while 

participating in cooperative endeavors aimed at advancing sustainability. 

The implementation of "safe harbors" could be a viable option for policymakers to promote 

sustainability initiatives. The establishment of a safe harbor would offer companies a definitive 

course of action to participate in cooperative endeavors aimed at advancing sustainability, free 

from the potential threat of antitrust legal action. To establish a safe harbor, firms must conform 

to well-defined criteria. These criteria may include showcasing the indispensability of 

collaboration in accomplishing sustainability objectives and ensuring that it does not impede 

competition in any way. The implementation of safe harbors can offer firms a heightened level of 

assurance while participating in cooperative endeavors aimed at advancing sustainability. 

One potential solution for policymakers to explore is the implementation of sector-specific 

exemptions to antitrust laws. This approach would allow policymakers to tailor exemptions to 

specific sectors or industries where collaboration is necessary to achieve sustainability goals. One 

potential solution would be to establish exemptions for industries in the renewable energy sector, 

where the development and deployment of new technologies often require collaboration among 

various stakeholders. 

To address the contradiction between competition laws and environmental policy, it is imperative 

for governing bodies and regulatory agencies to devise strategies that foster both competitive 

practices and ecological initiatives. A believable resolution could be to integrate climate-related 

factors into the implementation of antitrust regulations. As a potential course of action, it may be 

prudent for regulatory bodies to factor in the ecological ramifications of a corporation's conduct in 
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their evaluation of said conduct's potential anti-competitive nature. The notion of "competition on 

merits" has been implemented in certain regions, such as the European Union, as a means of 

fostering competition while simultaneously acknowledging ecological factors. 

An alternative course of action would be to embrace a comprehensive methodology for policy 

formulation that factors in the dual aspects of competition and climate concerns. The task at hand 

may entail the formulation of a novel regulatory structure that effectively amalgamates the 

principles of competition and climate policy. Alternatively, it may necessitate the conception of 

innovative policy tools that effectively advance both objectives in tandem. One plausible course 

of action for policymakers is to implement a carbon pricing mechanism that simultaneously fosters 

competition within the energy industry. Alternatively, they could formulate regulations that 

encourage the advancement of renewable energy sources while simultaneously promoting market 

competition. 

SUMMARY  

This article investigates the connection between antitrust laws and the actions that businesses are 

taking to combat climate change. The article presents an argument suggesting that standard 

antitrust enforcement may not be well-suited to confront the issues created by corporate social 

engagement and environmental projects. The Department of Justice's investigation into four 

significant automakers who declared they would uphold California's fuel efficiency standards even 

as the Trump Administration moved to roll back higher efficiency standards at the federal level 

highlights the challenge of striking a balance between concerns about competition with 

environmental goals and promoting sustainable business practices. 

The article recommends that policymakers investigate new ways to solve these difficulties and 

promote sustainable business practices while still maintaining competition in the marketplace. 

These new approaches can be considered by policymakers as part of their consideration of new 

policies. The essay suggests that courts should not so immediately dismiss the positive aims of 

corporate cooperation, particularly when those goals accord with global commitments to combat 

climate change. Specifically, the article suggests that courts should not so readily disregard the 

beneficial goals of company coordination. If our current antitrust framework is not modified, two 
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types of behavior could be stifled: first, businesses could be discouraged from coordinating with 

competitors to meet sustainability goals, such as carbon emissions targets; second, a group of 

competitors who refuse to work with a more polluting competitor could be considered an illegal 

group boycott. Both of these scenarios would occur if our current antitrust framework was not 

modified. 

In conclusion, this article sheds light on an essential problem that policymakers are currently 

grappling with, namely: how can we strike a compromise between concerns regarding competition 

and environmental goals and encourage sustainable corporate practices? The essay indicates that 

policymakers need to investigate alternative measures that might foster innovation, safeguard 

competition, and solve one of the most serious issues of our time: climate change. The article 

contends that standard antitrust enforcement may not be well-suited to address these challenges. 

By doing so, we can develop a regulatory framework that protects consumers while simultaneously 

encouraging healthy competition in the market and encouraging businesses to take action on 

climate change. 

ANALYSIS  

The discussion of the recent resurgence of antitrust enforcement and the necessity for our antitrust 

laws to develop in order to reflect the shifting nature of corporate purpose and corporate social 

engagement is the first topic covered in this article. The author makes the observation that a 

growing number of businesses are modifying their operational procedures in order to mitigate the 

effects of social and environmental problems, such as climate change. Because of this, our views 

on the function that corporations are supposed to play in our society have evolved. 

The first part of the article offers a general introduction to the concept of corporate social action 

as well as the shifting function of businesses in contemporary society. The author makes the 

observation that there is a growing demand placed on businesses to address social and 

environmental challenges, such as climate change, by modifying the ways in which they conduct 

their operations. This has resulted in a change in the way we think about the role of corporations 

in society, from a method that is purely focused on maximizing shareholder value to one that takes 

into consideration broader societal problems. This movement in thinking has been brought about 
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as a direct result of the aforementioned. 

In the second part of the article, we examined why it is important for antitrust enforcement to take 

into account the shifting role that corporations play. The author demonstrates how traditional 

antitrust enforcement has concentrated on stopping competitors from conspiring with one another 

and safeguarding consumers from monopolistic behavior. On the other hand, it's possible that this 

tactic isn't the most effective way to address the problems that sustainability programmers and 

corporate social action present. For instance, in order for businesses to successfully accomplish 

their sustainability targets, such as lowering their carbon emissions, they may need to collaborate 

with their rivals. 

The third section of this article discusses a recent investigation that the Department of Justice 

carried out against four significant manufacturers. These automakers had previously stated that 

they intended to continue meeting the fuel economy criteria imposed by the state of California, 

despite the fact that the Trump administration was working to roll back more stringent efficiency 

regulations at the federal level. The inquiry raises questions about how antitrust laws should 

change to reflect the changing nature of business purpose and corporate social action. These 

questions were raised as a result of the investigation. The article recommends that policymakers 

investigate new ways that can solve these difficulties and promote sustainable business practices 

while still maintaining competition in the marketplace. These new approaches can be considered 

by policymakers as part of their consideration of new policies. 

The author draws attention to the critical nature of resolving this dispute as soon as possible in 

order to mount an effective response to the effects of climate change. The author makes the case 

that our antitrust laws need to evolve in order to reflect the shifting nature of corporate purpose 

and the rise of corporate social engagement. Policymakers need to think about new techniques that 

strike a compromise between concerns about competition and environmental goals and that 

support environmentally responsible economic practices. If we do this, we will be able to establish 

a regulatory structure that encourages innovation, safeguards competition, and addresses climate 

change, which is currently one of the most urgent problems facing our world. 

This article presents an argument that traditional antitrust enforcement may not be well-suited to 
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confront the issues created by corporate social engagement and environmental projects. The 

argument is summarized below. The investigation into four major automakers by the Department 

of Justice sheds light on the difficulty of striking a balance between concerns about competition 

and environmental goals and supporting sustainable practices. 

CONCLUSION  

In conclusion, the article includes a compelling examination of the link between antitrust laws and 

corporate social activity. The essay contends that traditional antitrust enforcement may be 

unsuitable for addressing the issues faced by sustainability initiatives, and it emphasizes the need 

for policymakers to examine innovative ways that might combine competitive concerns with 

environmental aims. 

The reasoning in the paper is especially pertinent in view of the growing drive to reintroduce 

antitrust enforcement and the increasing pressure on corporations to take action on climate change. 

As more businesses strive to address social and environmental challenges through their business 

practices, policymakers must explore how our regulatory framework can support these initiatives 

while also maintaining market competitiveness. 

The article's suggestion that judges not dismiss the good goals of business coordination so easily, 

especially where those goals accord with global obligations to mitigate climate change, is 

appealing. We can develop a regulatory framework that fosters innovation and encourages 

sustainable business practices by encouraging corporations to collaborate with competitors to 

fulfill sustainability goals such as lowering carbon emissions. 

Finally, the article contributes significantly to continuing discussions about how to construct a 

regulatory framework that balances competition concerns with environmental aims. As 

policymakers cope with these complicated concerns, it is critical that they investigate new 

measures that can stimulate innovation, defend competition, and address one of our time's most 

significant issues, which is climate change.  

 


