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Seaborne vessels carry up to 90 percent of world trade. Shipping is the most
fuel-efficient means of global transportation, but the sector also contributes 1,056

million tons of greenhouse gas (GHG) emissions annually! - a figure that rivals the

emissions of Germany.? Reducing GHG emissions from shipping is difficult because
low carbon fuels, such as hydrogen, are not yet readily available for large vessels.? If
left unchecked, however, emissions from shipping will continue to rise and could

account for up to 17 percent of global GHG emissions by 2050.# Decarbonizing

shipping has thus become a major challenge for states and the maritime industry.

The International Maritime Organization (IMO) is the United Nations agency
responsible for shipping. It is tasked with reducing this sector’s pollution, but as a

June 2021 New York Times exposé revealed, the IMO is mostly failing to address climate

change.® This research brief explains the politics of climate change at the IMO and
describes the major interest groups and policy options to reduce GHG emissions from

vessels. It concludes with a brief outlook and implications.

Climate change and the IMO

Shipping was excluded from the 2015 Paris Climate Agreement because it is an
international activity that is not easily addressed through national efforts and
commitments alone. Instead, states delegated climate regulations to the IMO, which
is the United Nations agency responsible for shipping. Established in 1959 and
headquartered in London, the IMO facilitates technical cooperation and standard
setting for marine transportation. Climate change is addressed in the IMO’s Marine

Environment Protection Committee (MEPC), which is chaired by Japan and “has the




power to adopt and amend legislation governing marine pollution from ships,

including GHG emissions and energy efficiency regulations.”® Yet efforts at the IMO

to address climate change and reduce GHG emissions from shipping have remained

very limited. The IMO’s 2018 strategy on climate change, for instance, does not even

include specific targets for achieving carbon neutrality, let alone binding regulations

to meet such targets. At its meeting in June 2021, the MEPC failed to adopt effective

short-term measures to increase the energy efficiency of vessels and reduce GHG

emissions from shipping over the next few years.”

Actors and their interests

The major political challenge in decarbonizing shipping are divisions within
the IMO between those who support climate change regulations - the pro-climate
regulation camp - and those who don’t - the anti-climate regulation camp. The anti-
climate regulation camp dominates the IMO. It consists of countries and industry
associations who benefit from maritime trade and low shipping rates, in three main
groups. First, there are countries for whom shipping is a major source of income. This
includes open ship registries - so-called Flags of Convenience like Panama and Liberia
- and major ship owning countries like Greece and Japan. Second, there is a group of
poor and middle-income countries opposed to climate regulations, including political
heavyweights like China, Brazil, and Russia. These states are concerned that tighter
environmental regulations will undermine growth and increase the costs of raw

materials and basic consumer goods. And third, the shipping industry is another

important member of the anti-regulation camp at the IMO. Major shipping companies




and industry associations not only participate in IMO working groups as observers,

but they also have representatives in national delegations and often represent smaller
nations and Flags of Convenience at the IMO. This allows the shipping industry, in
collaboration with other actors, to shape major regulatory debates and policy

decisions on climate change at the IMO.8

The small but growing pro-climate regulation camp is trying to challenge the
influence of the anti-regulation camp at the IMO. Again, this camp has three main

groups. The first and most important is the European Union (EU) and major EU

member states, including Germany and France, which aim to reduce emissions from
shipping as part of their ambitious climate change agenda to achieve net-zero carbon
emissions by 2050.° The second group consists of small Pacific Island States who view
climate change and rising sea levels as an existential threat. This group is led by the
Marshall Islands, who is an influential actor at the IMO and one of the world’s largest
Flags of Convenience.!® Third, civil society organizations and environmental justice

NGOs, such as the Clean Shipping Coalition,'! lobby for more effective climate change

regulation for shipping. They put pressure on the IMO to adopt a more ambitious

agenda to decarbonize maritime transportation.

Under President Biden, the United States is supporting the pro-regulation

camp. Special Envoy for Climate John Kerry promised to “work with countries in the

IMO to adopt the goal of achieving zero emissions from international shipping by

2050”12 The United States’ position is not consistent, however. Under the Trump

administration, climate change was not a priority.



Policy options

Three policy options to reduce GHG emissions from shipping are currently
being discussed at the IMO and in other international forums and organizations: (1) a
business-as-usual approach, (2) a global carbon tax, and (3) regional governance
regimes such as including shipping in the European Union’s Emission Trading System

(ETS). A nascent fourth option, focusing on port cities, is also worth consideration.

The business-as-usual approach is favored by the anti-climate regulation

coalition that dominates the IMO. Under the IMO’s climate change strategy, climate

regulations would be tightened over the years but remain below a level that would
force ship owners to reduce GHG emissions. The IMO'’s current aim is to reduce the
shipping sector’s emissions by 50 percent by 2050.13 Not only is that goal incompatible
with the 2015 Paris Climate Agreement, but the IMO has also failed to take effective

measures to implement this limited objective. The IMO’s short term energy efficiency

measures, for instance, not only contain many loopholes such as allowing non-
compliant ships to continue operating for three years, but they also fail to provide
enforcement and compliance mechanisms, such as revoking a ships operating

license.* Improvements in shipping energy efficiency over the past few years have

thus been driven not by IMO regulations but by cyclical higher fuel prices and low
freight rates.1

The second option, a global IMO carbon tax on shipping, is spearheaded by
the Marshall Islands (which is, ironically, also one of the largest Flags of Convenience)

and other small Pacific Island States. The tax would start at $100 per ton on all GHG

emissions form shipping and increase every five years until it reaches $250 to $300 per




ton. The tax would not only level the playing field for alternative sources of energy,
such as hydrogen, but it would also raise revenues to fund climate change adaptation
in vulnerable countries and to subsidize the development of low-carbon
technologies.’® The proposal has received a mixed response. Many European
countries support the idea of a carbon tax but regard the price of $100-$300 as too high.
Panama and other major shipping nations, on the other hand, have rejected a carbon
tax, arguing that it would increase shipping rates and increase the costs of trade.!” The
International Chamber of Shipping, the world’s largest shipping association, has

instead proposed a small carbon fee of only $2 on every ton of fuel consumed by ships

to fund research and development efforts. The proposal is backed by Greece, Japan,
Liberia, and other shipping nations.!® Maersk, the world’s largest shipping company,

on the other hand has recently floated the idea of a carbon tax of $50 to $150 per ton.?

The lack of progress on climate change and the dominance of the anti-climate
regulation camp at the IMO is a major source frustration for the EU and other pro-
regulation actors. Consequently, the EU is currently developing plans to decarbonize
the maritime industry without the IMO. The EU wants to include shipping in its
Emission Trading System (ETS) gradually from 2023 and ensure that all emissions
from shipping are covered by the ETS in 2026. In addition to putting a price on total
GHG emissions, the EU also seeks to introduce goal-based fuel “GHG intensity”
targets for ships, as measured by tons of Well-to-Wake (WTW) carbon dioxide
equivalent “to account for all the life-cycle GHG emissions (CO2 , CH4 , N20) of the
different fuels and relevant engine technologies.”?’ The EU wants to reduce ships’

GHG intensity by 2 percent from 2025, stepping up to 6 percent in 2030 and eventually



75 percent in 2050.2 Non-compliant ships and companies could be banned from EU

ports.??

Whether the EU can go through with its plans will depend in part on actions
by the US and other major trading and shipping nations. Nevertheless, the shipping
industry is increasingly worried that the EU’s move will lead to the emergence of a
patchwork of regional regimes that not only complicates global shipping operations
but that also weakens the IMO and undermines the industry’s influence over global
maritime regulations.?> For that reason, the IMO’s current minimal approach to
climate change might backfire against the anti-climate regulation camp that supports

that very approach.

A fourth option, not yet under active consideration at the IMO or elsewhere, is

to support port cities in their efforts to reduce GHG emissions. Ports are not currently

regulated by the IMO,?* but they can play a major role in decarbonizing the maritime
industry. Port cities need to provide the infrastructure required to switch from oil to
natural gas and renewable fuels for vessels. Port cities can also adopt “green port
dues” for ships that fail to comply with certain environmental standards to incentivize
energy efficiency measures such as speed limits and investments in hydrogen and bio-
fuel technologies.?> port cities have incentives to adopt such measures, even though

they affect port competitiveness, because rising sea levels threaten port operations as

well as coastal settlements and infrastructures.2¢

This strategy could work in the following way. Regional initiatives could

strengthen cooperation between the leading ports in Europe, North America, and East

Asia, the world’s largest trading and economic regions. Each initiative could bring



together the top 10 to 20 regional ports to ensure market power and to limit the
problem of competitive pricing by non-participating ports in the area. These regional
ports could then adopt common energy efficiency standards and set fines for non-
complying vessels. The income from “green port dues” and other activities could be
redistributed among participating ports to compensate for port business losses and
help finance climate adaptation measures and the construction of climate-friendly
port infrastructures. Such payments would also provide incentives for other ports to
join these initiatives and strengthen them against IMO's efforts to undermine port city

initiatives.

Outlook and implications

The IMO can expect to face growing pressure from the EU, the United States,
and civil society to take more effective measures to decarbonize shipping operations.
The United States has not yet articulated a policy on how to reduce GHG emissions
from vessels but is publicly supporting efforts to decarbonize the maritime industry.
In addition, China is increasingly willing to cooperate with the US and the EU to tackle
climate change, as indicated by its commitment to help meet global emissions targets
and achieve carbon neutrality by 2060.2” Moreover, it is not just national governments
that are changing. Major shipping companies are starting to promote higher energy
efficiency standards to increase their market share and to raise the costs for small and

midsized companies with extremely low profit margins.?

The IMO thus risks being outflanked by other initiatives if it continues to block

climate change mitigation efforts, as the EU’s move to include shipping in the ETS has



demonstrated. It remains to be seen whether the IMO will eventually adopt more
ambitious decarbonization measures to shore up its monopoly over global maritime
regulation. Even if it does, however, it might choose to do as little as possible, and still
fail to go far enough to achieve the 2015 Paris Agreement temperature goals. The
maritime industry’s continued strong influence at the IMO as well as in the United
States and major EU shipping and trading nations like Denmark, Germany, and
Greece, make that minimal approach all too plausible.? The NGO Transport &

Environment, for example, has criticized that the EU’s draft proposal to reduce

emissions from vessels would “lead to shipping mostly switching to fossil natural gas
and an unsustainable amount of dubious biofuels in the foreseeable future.”3° The
conflict between pro- and anti-climate regulation actors will therefore continue - at

the IMO and elsewhere.
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