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The IMO Net-Zero Framework and the US Response:

Decarbonization v. Competitive Efficiency

On October 17, 2025, the International Maritime Organization (IMO) convened in London to vote
on adopting the Net-Zero Framework (NZF), a landmark proposal aimed at reducing
greenhouse gas emissions from international shipping (IMO). The framework, set to take effect
in 2027, would impose charges of $100-$380 per metric ton of CO, for large ocean-going ships
exceeding specified emissions limits, with the potential to generate $10-$12 billion annually for
the IMO’s Net-Zero Fund (WSJ). After intense pushback led by the US and Saudi Arabia, the
IMO narrowly voted to adjourn the NZF adoption reckoning until 2026. The pointed reaction to
the adjournment by Brazilian, Pacific Islander, and European representatives at the London
session marked a clear divide through the IMO and the global shipping community.

The NZF (IMO) would apply to vessels over 5,000 gross tonnage (a formula based on a ship’s
volume), which collectively produce roughly 85% of CO, emissions from international shipping.
Ships exceeding emission thresholds could offset their liabilities through an emissions points
trading system or by contributing directly to the Net-Zero Fund. The Fund is intended to reward
low-emission ships, fund non-carbon energy research and infrastructure, and provide
assistance to states in the Global South. This system would be similar to that adopted in the
wake of the 2015 Paris Climate Agreement which saw massive investment into the Global South
to offset the emissions impact of developed countries. The framework would be codified as a
new Chapter 5 of Annex VI of the International Convention for the Prevention of Pollution from
Ships (MARPOL), which already mandates energy efficiency requirements. The NZF aligns with
the 2023 IMO Strategy on the Reduction of GHG Emissions from Ships, accelerating the
adoption of zero- and near-zero-emission fuels and technologies while promoting a “just and
equitable transition” (IMO 2023 Strateqgy).

The US, a member of the IMO since 1950 (IMO Member States), has strongly opposed the NZF
since the inauguration of President Trump. The Trump administration's maritime policy provides
additional context; Executive orders such as Restoring America’s Maritime Dominance are
aimed at revitalizing domestic maritime industries and expanding its workforce (White House),
while the Big Beautiful Bill passed in July allocated over $29 billion to shipbuilding and maritime
infrastructure, including $250 million for turbine generator production (Waterways Council). This
push to carve out an American place in the global shipping industry, worth $14 trillion annually,
is joined by support and investment throughout the whole supply chain from steel production, to
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rare earths exploitation, and especially in building a new cadre of captains and crews through
workforce training for the American naval and merchant fleet of the future.

In a joint statement (State Department) on October 10, 2025, Taking Action to Defend America
from the UN'’s First Global Carbon Tax, Secretary of State Marco Rubio, Secretary of Energy
Chris Wright, and Secretary of Transportation Sean Duffy outlined their concerns. The statement
argued that the NZF would increase shipping costs for U.S. citizens, energy providers, shipping
companies, and manufacturers, potentially raising global shipping expenses by as much as
10%. Rubio tweeted that the US would not allow international bodies to tax American citizens
and companies (Rubio X), while Wright emphasized the importance of affordable energy to
sustain the shipping sector (Wright X). The US response included potential countermeasures to
the NZF and its state supporters: investigating anti-competitive practices, regulating or
restricting ships, imposing port fees, tightening visa policies for foreign maritime crews, and
amending federal contracts for foreign-origin commercial ships and LNG terminal infrastructure.
These measures were framed as protecting domestic economic and national security interests.
Notably, the statement took particular aim at the European Union (EU) by stating the US would
“levy these remedies against nations that sponsor this European-led neocolonial export of
global climate regulation.”

China currently stands as the single largest shipbuilder globally (South China Morning Post).
New NZF standards for emissions, environmental impacts, and more would ultimately drive new
orders to replace ageing vessels incapable of retrofitting and to grow ammonia- and hydrogen-
powered merchant fleets. The Trump Administration recognizes this fact and the role of
Chinese-financed infrastructure projects in the Global South. Maritius, Vanuatu, and the
Solomon Islands among others would all be recipients of NZF emissions tax revenue based on
their designation by environmental activist organizations as at-risk, low-lying states particularly
impacted by climate change (UN). Chinese debt diplomacy poses a serious risk to Western
maritime activity and, coupled with additional income streams from the NZF, unstable states
could be influenced onto hostile paths to the US and its allies (Center for Strategic &
International Studies) As one Chinese ambassador in the EU said, “we treat our friends with fine
wine, but for our enemies we have shotguns” (The Economist).

Ultimately, the extraordinary session of the IMO’s Marine Environment Protection

Committee was adjourned for one year, reflecting the division among member states. Fifty-
seven countries supported the delay—including the United States, Russia, the United Arab
Emirates, Liberia, and Saudi Arabia—while 49 opposed, and several EU members abstained
(Lloyd’s List). Greece, Malta, and Cyprus’s abstention from the vote made a break in the EU’s
guidance to vote as a united front on IMO decisions in order to protect Brussels’s legal and
diplomatic initiatives. This move also highlights the unsteady position of the current
governments of the UK, France, and the Netherlands which are facing historically low ruling
coalition approval ratings and threats of snap elections brought on, in part, by the cost-of-living
crises gripping the continent in the wake of the Russia-Ukraine war and the increasing tide of
decarbonization initiatives (International Energy Administration).

IMO leadership hope that the adjournment will allow additional time for consensus-building and
provide shipping companies and states certainty to plan investments in low-carbon technologies
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(IMO). Environmental advocates voiced pointed concern that postponing the NZF will delay
urgent emissions reductions exacerbating a global climate crisis, emphasizing that the shipping
sector contributes roughly 3% of global greenhouse gas emissions (Global Maritime Forum),
amounting to roughly 0.00012% of all atmospheric CO,. Conversely, the US highlighted the
need for a balanced framework that safeguards economic security and sovereignty in a
competitive trade landscape with evolving partnerships.

The global shipbuilding and supply industries are looking for stability in standards across trading
and alliance blocs. The NZF restrictions on carbon fuels, and its inevitable increases over time,
would drive new business to the ammonia, hydrogen, and alternative fuels sectors—building
refueling pathways across the world’s oceans. By halting and reversing this trend that has been
steadily gaining speed, the Trump Administration is working to protect the significant LNG and
LPG fuel and export sector vital to the US economy and its growth projections through 2040. It
is likely that without major political shakeups, the next five years of EU policy will favor
decarbonization and increasing emissions regulations; This presents an opportunity to LPG bi-
fuel system ships which could operate on traditional fuels when in US or international waters
and switch over to LPG when transiting European or other highly regulated regions, where
extensive infrastructure already exists for refueling (Port of Rotterdam, Port of Singapore,
Panama Canal).

The coming year will be critical in reconciling economic and decarbonization positions, and
whether the NZF can be implemented in a manner that both meets IMO climate objectives and
respects the operational realities of the shipping industry. The Trump Administration’s position is
clear: to oppose super-national restraints in order to safeguard the rebirth of American naval
and merchant shipbuilding and the future of the hydrocarbon export market. Regardless, the
realpolitik geopolitical interests of the world’s superpowers and leading states will shape the
debate and drive global policy.

For more information, contact NPGA’'s Manager of Grants & Agency Engagement, Nicholas
Edward.
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