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Abstract

Market-based measures (“carbon pricing measures”) have become a mainstream
policy tool under the international climate change regime. Many national climate
change legislations have followed suit. Article 2.2 of the Kyoto Protocol stipulates that
the limitation or reduction of greenhouse gases from aviation and marine bunker fuels
should be undertaken, respectively, by the International Civil Aviation Organization and
the International Maritime Organization. This means that market-based mechanisms
under the international climate change regime are not applicable to regulate GHGs
emissions from international aviation and international marine transport/shipping.
Greenhouse gases emissions from international aviation and maritime activities,
respectively, account for 3% of the global greenhouse gases emissions. However,
emissions from bunker fuels have kept arising. Is market-based mechanism being
implemented in these two sectors? ICAO endorsed the goal of “carbon neutral growth
from 2020 in 2010, and adopted the “Carbon Offsetting and Reduction Scheme for
International Aviation” in 2016. It is, thus, apparent that ICAO has implemented
market-based measures as one of its policy tools for emissions reduction. On the other
hand, the IMO adopted the “Initial IMO Strategy on reduction of GHG emissions from
ships” in 2018 and market-based measures are amongst a basket of the mid-term policy
measures that will only be considered from 2023 onward. It seems that market-based
measures won’t be implemented to reduce emissions from international shipping.
Nevertheless, some IMO members and maritime stakeholders are calling for the
adoption of market-based measures for international shipping. Furthermore,
international shipping will be included under the EU Emissions Trading Scheme from
2023. These subsequent developments might speed up adoption of market-based
measure by the IMO. This article will focus on the market-based measures for

international shipping, including but not limited to their possible design features.

Keywords: greenhouse gases emissions from international shipping, International
Maritime Organization, market-based measures, EU Emissions Trading
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