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Abstract:

The presentation will focus on strategic responses by multinational companies (MNCs) and single-
country firms to transnational climate change regulations. Within the empirical context of the European
Union Emissions Trading Scheme (EU ETS), the world’s largest regulatory program for greenhouse gases,
| show that firms can use transnational regulations to capture economic rents by exploiting price
differentials in the market for carbon permits in the EU. The analysis highlights that due to informational
advantages, MNCs are more likely than single-country firms to use the regulatory program to capture
rents even though the opportunity is available to both types of firms. My results further indicate that
MNCs operating in countries with important market intermediaries that provide information on the
regulatory program are more likely to capture rents than MNCs operating in countries without such
intermediaries. Finally, | find that while the likelihood to use regulations to their benefit increases over
time for both MNCs and single-country firms, the ability of MNCs to maintain their initial advantages
over single-country firms depends on the stringency of the regulations. This study contributes to our
understanding of firm responses to transnational regulations by analyzing strategic firm behavior within
the context of new climate change regulations.



