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[bookmark: _Toc213916931]Introduction
According to 35 Can. Competition L. Rev 83 (2022), Greenwashing involves making environmental claims which may leave consumers with the impression that a company or a product or service is “environmentally friendly” when in fact is not. Greenwashing may for example, involve claims that a product is “biodegradable”, “non-toxic”, or “made from natural ingredients”, or may include more specific claims related to the materials or the amount of energy used to produce a product. The use of a third-party logo or seal, for example, a logo showing that a product is “Certified Organic”, is another type of green claim. Greenwashing can involve either comparative (as against a competitor`s product or service) or absolute environmental claims (Hotten, 2015
[bookmark: _Toc213916932]Summary of the impact of the current situation
Recent reports indicate that misleading environmental claims remain widespread in the automotive industry. The Environmental Defenders Office (EDO) published a report in 2023, “Driving change or just filling the Tank?”, which numerous documents deceptive advertising tactics from “self-changing” hybrids to vague “net-zero” pledges that obscure the true environmental impact of many vehicles. Such greenwashing undermines public trust, making consumers sceptical of even legitimate sustainability efforts.
On the financial side, greenwashing may pose significant risks. A 2024 study found that companies engaging in greenwashing often carry higher unsystematic risk, despite short-term reputational gains. Meanwhile, market regulators continue to struggle: the European Securities and Markets Authority (ESMA) found little systematic financial penalty from greenwashing controversies in 2020-21, emphasising a gap in regulatory, deterrents. For consumers, this means that apparent “green” claims may be cosmetic rather than substantive hindering meaningful progress toward emission targets.
[bookmark: _Toc213916933]A root cause analysis (RCA) to examine the causes of greenwashing
To understand why greenwashing persists in the automotive sector, a Root Cause Analysis (RCA) helps identify key drivers:
Whys: 1. Why does greenwashing happen? 
                Because manufacturers wish to convey a strong environmental image and appeal to eco-conscious consumers.               
 2. Why do they emphasise eco-friendly branding?
Because consumers increasingly demand cleaner vehicles and regulators pressure firms to adopt sustainability narratives. Hybrid and EV marketing, for instance, allow firms to signal.
 3. Why don’t companies simply produce fully green vehicles instead of greenwashing?
Because developing genuinely sustainable vehicles across full life cycles is expensive, and many automakers still rely on internal combustion and hybrid models to generate revenue.
 4. Why is the cost of genuine sustainability so high?
Because the automotive value chain is complex: raw materials, manufacturing, battery supply, use-phase emissions, and end-of-life disposal all need transformation. The EDO report highlights a “life-cycle gap” in many 
5. Why do firms continue to rely on misleading claims rather than real structural change?
Because short-term financial incentives and brand positioning outweigh long-term environmental investment. Additionally, regulatory frameworks remain weak or under-resourced making greenwashing a lower-risk strategy.

[bookmark: _Toc213916934]Conclusion
Greenwashing in the automobile sector persists largely because of a convergence of market pressures, structural inertia, and regulatory deficiencies. While green messaging may help firms maintain market share or improve image in the short term, it undermines genuine progress toward decarbonisation. The root-cause analysis shows that companies often prioritise superficial branding over substantial change, influenced by financial constraints and weak enforcement. If the industry is to move beyond greenwashing, regulators must strengthen oversight, and manufacturers should align marketing with authentic life-cycle transparency ensuring that environmental commitments reflect real emissions reductions, not just polished rhetoric.
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