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TOPIC 1: The question of incentives and penalties for the transition to the green
industry

I. Introduction to the Topic
Floods, hurricanes, and bushfires are becoming more frequent, unpredictable, and intense

worldwide. They are proof of the growing urgency of the climate crisis. Such impacts of climate change
must be addressed on an economic, social, and environmental level across all sectors. Governments must
take the lead, but a lack of national and international leadership, along with economic, political, and
regulatory barriers, are slowing progress. However, scientific evidence shows that environmental
deterioration and climate change cannot be ignored in the name of economic progress. Based on country
CO2 emission commitments made prior to the COP26 meeting, Swiss Re.2 reported that “the Earth will
reach a 2.7 °C temperature rise by the end of this century, significantly above the 1.5 °C Paris Agreement
objective.” As shown in Figure 1, by 2050, the total value of the world economy would decrease by 10%
if the current trajectory were to continue.

Encouraging businesses to transition into green and low-carbon technological practices is crucial
to combating climate change and achieving low-carbon economic development, as they can impact the
behavior of both companies and individuals. Governments continue to introduce incentives and penalties
on companies to lessen their contribution to global warming through ways such as financial assistance
and tax incentives for enterprises that conduct green and climate-related projects, fines on companies that
engage in greenwashing, and tax penalties for those who fail to follow the rules and regulations omitted.
This method can be characterized as a “stick and carrot” strategy, where governments impose green taxes
on environmentally harmful activities, tighten regulations, and establish new environmental standards and
certification while offering tax breaks for meeting these standards.

Examples of incentive forms are loans and grants used to finance environmentally friendly
investments in infrastructure for electric vehicle (EV) charging stations, renewable or low-carbon energy
sources, energy-efficient buildings, and sustainable agriculture. Additional strategies to increase demand
for green goods and services, such as electric vehicles, solar energy, or renewable energy, include
subsidies and tax rebates. Governments are now providing subsidies and grant funding to research
organizations, academic institutions, and private R&D firms to encourage innovation and the
development of novel technologies to combat environmental problems.

The question of incentives and penalties for the transition to the green industry is an important
agenda at an international level because the method contributes to achieving international agreements and
frameworks, including the Paris Climate Agreement, Plastic Treaty, and more. Various organizations,
such as the United Nations, are calling for climate action now, and companies have a role to play in the
green transition.

On the national level, governments are responsible for creating and regulating the incentives and
penalties they provide to companies in the country. If green policies are set along with incentives for
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companies that follow and penalties for those that don’t, countries can create a systematic change that sets
the ground for even greater environmental initiatives.

Although some studies say that local governments are less likely to apply environmental criteria
than federal authorities would, the involvement of local governments in the stick and carrot strategy is a
positive factor in an all-rounded approach to national green transition policy.

II. Definition of Key Terms & Concepts
TOPIC 1: The question of incentives and penalties for the transition to the green industry

Definition of Key Terms

Green incentive: financial benefits given to hasten projects and investments that improve the
environment and minimize potential harms.

Governments are increasingly using green taxes, green cash transfers, and green tax incentives as a means
of effectively and economically achieving their environmental objectives and stimulating investments that
mitigate environmental impact. Companies can decarbonize and boost their bottom line when they make
an effort to analyze their strategic decisions via a tax and incentive lens.

Green incentives are proven to work. PWC, world’s top multinational auditing and accounting firm,
recently assisted a Canadian cement mill in evaluating funding for plant modernization initiatives that
would significantly reduce CO2 emissions. The techniques used were changing fuel sources and carbon
capture and underground storage. The company ran cost scenarios with and without readily available
government cash and incentives. The results showed that the incentives could cover 50% of the cost for
the projects the cement manufacturer was considering, with capital values in the neighborhood of 1.5
billion USD, potentially fostering a more rapid progress toward net zero.

Grant: a financial award bestowed to a person, company, or organization from an entity (often a business,
foundation, or government) in order to promote a goal or encourage performance.

Grants are sums that do not have to be repaid but should be utilized for definite purposes. Examples of
grants are stock options, research funding, and education loans. One example of a grant for green
transition is the Diesel Engine Replacement Grants (DERG), administered by US state government
agencies. The purpose of this grant is to incentivize the shift from old diesel vehicles to new low-emission
ones. Government agencies and corporate fleets may be eligible for funding of up to 25% of the price of
new diesel or alternative fuel cars and up to 75% of the price of new zero-emission vehicles. They can
receive funding for a maximum of 25% of the cost of replacing diesel vehicles and a maximum of 75% of
the cost of replacement zero-emission vehicles. In the context of green transition, governments can
provide grants to research firms or companies to develop clean technologies and innovations or as a
reward for companies that commit to full green transition in ways such as but not limited to RE100.

Subsidy: an assistance given to an individual, business, or institution, usually by the government, to
remove a certain burden in the overall interest of the public.

Direct payments, tax breaks, and other types of special support that governments give businesses to lower
operating expenses in the long term are referred to as subsidies. According to a survey from the
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International Institute for Sustainable Development (IISD), renewable energy receives $100 billion in
subsidies annually, compared to more than $370 billion for coal, oil, and gas. IISD reports that just
channeling just 10~30% of the subsidies for fossil fuels to renewable energy would be enough to finance
a global switch to sustainable energy. The G20 nations pledged in 2009 to phase fossil fuels out, yet
progress has been halted; COP26 resulted in an agreement to only “phase down” coal. The UN Secretary
General António Guterres said, “What we are doing is using taxpayer money to amplify hurricanes and
droughts, melt glaciers, and bleach corals: to destroy the world.”

Emissions trading: a scheme of selling and buying emissions to reach national emission reduction targets

According to Article 17 of the Kyoto Protocol, emissions trading enables countries with excess emissions
achieved through carbon emission cap, i.e., emissions that are permitted but not used, to sell or trade this
extra capacity to nations exceeding their targets. At the national and regional levels, emissions trading
schemes may serve as tools for implementing climate policy. Governments set emissions targets for the
participating entities to meet under these programs. Polluters who would find it expensive to cut their
emissions may purchase emission allowances from others who can do so more affordably. In an ideal
scenario, the costs of reducing additional units of emissions would be equalized, and the total costs of
reaching a given environmental target would be minimized. The OECD says that a broader use of
emission trading systems would be one of the most efficient and effective ways of promoting green
growth.

Countries like China and South Korea have implemented carbon caps, or limits, on the overall amount of
greenhouse emissions that covered companies are allowed to emit. A corporation risks severe fines if it
fails to pay for its extra emissions or if it exceeds its allotted emissions. This way, the countries can sell
excess emissions.

III. Key Stakeholders

European Union: European Union (EU) is an international organization comprising 27 European
countries that governs economic, social, and security agendas in Europe. The EU created the European
Green Deal, promising to transform the EU into a modern, resource-efficient, and competitive economy
by reaching carbon neutrality by 2050. The deal’s ten policy areas are shown in Figure 2. The EU also
runs the European Union Emissions Trading System (EUETS), the EU’s primary policy to “combat
climate change and its key tool for reducing greenhouse gas emissions cost-effectively.” Through such
policies, the EU serves as a role model in implementing incentives and penalties to accomplish its policy
goals.

The Middle East and North Africa: Similar interests in the usage of oil and other associated resources
may exist between countries, such as those in the Middle East and North Africa (MENA). The markets
for natural gas and oil are heavily reliant on the MENA area. More than 52 and 42% of the world’s
proven reserves of crude oil and natural gas, respectively, are located in the region. A factor to take into
account while dealing with blocs is looking at the shared traits of various countries, particularly in light of
the obstacles they encounter in implementing more sustainable technology. The positions that countries
adopt on policy measures, as well as the solutions that can be implemented and their efficacy, will be
significantly impacted by these common constraints, including but not limited to lack of access to
infrastructure, lack of access to the aforementioned technologies, etc. These barriers might call for the
need for more incentives or penalties.
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Private sector in traditional energy industries: Both the American and European Green Deals involve
the private sector for a just transition. Governments implementing the Green Deals are calling for private
sector mobilization and support in tackling the climate crisis. The roles of the private sector in these
policies include leveraging sustainable innovation to reduce GHG emissions, collaborating to strengthen
sustainability policy globally, ensuring transparency, and implementing carbon pricing.

With investments and experience in initiating large projects, traditional energy businesses can play an
important role in transforming the oil and gas sector. The traditional high-emission sectors and
clean-energy solutions could collaborate to support the transition. For example, the oil and gas sector
could contribute to managing large projects, such as off-shore wind infrastructure.

Major carbon-emitting companies: The Eco Experts reported that the TOP seven polluters by industry
and their GHG emissions per year are Energy (15.83 billion tons), Transport (8.43 billion tons),
Manufacturing and construction (6.3 billion tons), Agriculture (5.79 billion tons), Food retail (3.1 billion
tons), Fashion (2.1 billion tons), and Technology (1.02 billion tons). According to The Carbon Majors
Database, a report recently released by the Carbon Disclosure Project (CDP) that discusses the role
businesses and investors play in combating climate change, just 100 of the hundreds of thousands of
companies in the world have been accountable for 71% of the global GHG emissions that have caused
global warming since 1998, and the top 10 corporations by amount of carbon dioxide released into the
atmosphere are all involved in the operation of fossil fuels or power plants.

As seen in Figure 3, the top global polluters are all in the fossil fuel industry: Saudi Aramco
headquartered in Saudi Arabia, Chevron and Exxonmobil headquartered in the United States, Gazprom
headquartered in Russia, National Iranian Oil headquartered in Iran, BP and Royal Dutch Shell
headquartered in the United Kingdom, Coal India headquartered in India, Pemex headquartered in
Mexico, and more from Venezuela, China, the United Arab Emirates, Kuwait, Iraq, France, Algeria,
Australia, and Brazil. Most of these countries were listed in the TOP 10 polluters in 2019, according to
Climate Trade.

Although some big businesses are now pledging to use only renewable energy and supporting the shift to
a carbon-free economy, the transition will inevitably take time because companies cannot immediately cut
their supply or production chains that are dependent on fossil fuels.

IV. Key Issues including Background Information
Accessibility and Affordability of Fossil Fuels: Since fossil fuels are generally accessible and
affordable, the vast majority of nations rely on such resources heavily and have done so historically as
well. Due to their ongoing operations, they struggle to make a systematic change that affects their
economies. That is why international organizations have so far failed to agree to totally phase down coal
despite their acknowledgement of the climate crisis.

Barriers to Adopting Renewable Energy: Although many nations worldwide identify climate change
and adopting renewable resources as crucial, they face barriers to adopting them. One barrier concerns
infrastructure, as there might be significant transmission losses from the inevitable structural nature of
renewable energy, which brings economic disadvantages. There are also technical barriers regarding
inadequate technology or resources to support and sustain that technology in the long term.
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Green Jobs’ Impact on Economy: In the transition to the green industry, the expansion of human
resources in that industry is a natural effect. People engaged in green jobs produce goods or provide
services that preserve or restore the environment in sectors such as manufacturing, construction,
renewable energy, and energy efficiency. However, training and guidance are needed for the transition to
happen: for those who were engaged in non-renewable industries to enter the new, renewable industries.

Greenwashing: In order to gain incentives or avoid penalties, companies might get involved in green
washing, the act of giving the wrong impression or providing incorrect information about how
environmentally friendly a company’s products or services are. This can decrease the effectiveness of
incentive and penalty policies.

V. Timeline of Resolutions, Treaties, and Events

Timeline of Resolutions, Treaties, and Events

Date Description of event

1962

Silent Spring is an environmental science book written by Rachel Carson and
published on September 27, 1962. It successfully raised awareness of the
environmental harm caused by the indiscriminate use of pesticides among the
American public. The book initially received criticism from the chemical
industry, but it managed to change public opinion, which resulted in a statewide
ban on DDT for agricultural purposes and the establishment of the U.S.
Environmental Protection Agency.

1983

The UN General Assembly established the World Commission on Environment
and Development (WCED), an international group of environmental experts,
politicians, and civil servants in response to the growing concern over ozone
depletion, global warming, and other environmental issues linked to raising the
standard of living of the world’s population. The Brundtland Commission,
commonly known as the WCED, was tasked with coming up with long-term
solutions for establishing sustainable development and sustaining it into the
twenty-first century. It was also tasked with devising ways for countries to
cooperate to resolve environmental problems relating to issues of resource use
and development.

1987

The World Commission on Environment and Development (WCED) issued the
Brundtland Report, also known as Our Common Future, in 1987. It introduced
the idea of sustainable development and outlined methods for achieving it. The
sponsors explored the relationships between social justice, economic
development, and environmental issues and created policy recommendations that
took all three into account.
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1992

United Nations Environment Programme Finance Initiative (UNEP FI) was
founded. UNEP FI was the first group to engage the financial sector on
sustainability. They developed the Principles for Responsible Investment, which
are currently the world’s top proponents of responsible investment. The UNEP
FI assists financial institutions with applying sector frameworks and creating
useful resources to position their operations for the shift to a sustainable and
inclusive economy.

1994

The United Nations Framework Convention on Climate Change (UNFCCC)
established an international environmental treaty to combat “dangerous human
interference with the climate system,” by reducing greenhouse gas emissions.
The treaty outlined future policy agreements, regular meetings, and scientific
research that would allow climate change mitigation and adaptation. It was
signed by 154 states at the United Nations Conference on Environment and
Development (UNCED) held in Rio de Janeiro from June 3 to 14 in 1992. The
UNFCCC finally entered into force on March 21, 1994.

1997

The Kyoto Protocol was adopted in 1997 and entered into force in 2005. The
Kyoto Protocol, in essence, operationalizes the United Nations Framework
Convention on Climate Change by requiring industrialized nations and
transitioning economies to set and adhere to emission reduction targets for
greenhouse gases. This protocol was the first point of the introduction of the
emission trading scheme.

2015

The Paris Agreement is a legally binding international treaty that gathers all
UNFCCC member states in a joint effort to combat climate change. The most
significant aspect of this agreement is that each member is required to commit to
reducing their greenhouse gas emissions every five years. The primary
motivation for countries to make strong NDCs is not fear of penalties under the
Paris Agreement; it is their incentive to cooperate on fighting climate change.
Since the Paris Agreement calls for voluntary emission targets, not all countries
strengthen their commitments and back up at times.

2015

As of 2015, at least 48 nations had introduced financial incentives to promote the
use of renewable energy and energy efficiency, according to the Clean Energy
Solutions Center. The deployment of energy-efficient and renewable energy
technologies might be hampered by a variety of incentives. Financial incentives
“may enhance capital access, lessen the burden of high upfront expenses, cut
financing costs, encourage the development of new markets, and address divided
incentives associated with energy-efficient technologies.” Tax measures, rebates,
grants, performance-based incentives, loan programs, guarantees, credit
upgrades, feed-in tariffs, and net metering were examples of frequently used
methods.
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2015

In 2015, the United Nations Sustainable Development Goals (UN SDGs) were
introduced in response to a rising understanding among Member States that there
is a need for a development model that is sustainable for current and future
generations and could eradicate poverty and enhance the lives of people
everywhere.

As manifested in the targets of SDGs 11 (Sustainable Cities and Communities),
12 (Responsible Consumption and Production), and 13 (Climate Action),
reducing the greenhouse gas emissions that contribute to climate change will aid
in the development of a more sustainable global economy. Therefore, it is crucial
that the international community achieves the Sustainable Development Goals of
the UN as well as the emission reduction targets set forth in the 2015 Paris
Climate Agreement.

2021

At the 26th Conference of Parties (COP26) held in 2021, a Glasgow Pact was
established with key outcomes including, climate finance, transparency and
reporting, and market mechanisms and non-market approaches. Overall, the
message was clear: businesses can profit and reap green incentives if they align
their corporate strategy with the government's plans for transition into the green
industry. Penalties and fines may be imposed on businesses that fail to meet
these standards.

2022

In May 2022, over 30 companies were fined a total of £27 million for breaches
of climate change schemes which are in place to help ensure the UK reaches its
target of net zero emissions by 2050. These companies implement the Energy
Savings Opportunity Scheme, Climate Change Agreements Program, and EU
Emissions Trading System. Power plant and energy companies, brewing and
automobile businesses, as well as those engaged in insurance and the
manufacture of machinery, were all subject to fines under these programs for
failing to submit the required reports outlining their emissions for a specific year
and failing to sufficiently reduce their energy use and CO2 emissions.

VI. Possible Challenges & Solutions

Higher policy goals: Incentives must be created to support higher policy objectives to ensure their
sustainability. For instance, incentives can include objectives like spurring the development of new
industries, improving livelihoods in low-income communities through energy access and cost-savings,
and expanding economic development even though they can encourage the development and use of
energy-efficient technologies.

Support for companies’ eco-friendly initiatives: Efforts to expand eco-friendly initiatives must be
encouraged by the government to overcome barriers to adopting renewable energy and other strategies
that assist the transition into the green industry. Support for companies’ research and development into
sustainable innovations could take many forms such as grants and subsidies. Yet, the proposals for such
initiatives should be thoroughly assessed based on an economic, financial, and market analysis to
determine suitability to the region they are being implemented.

Green job training: To prevent sudden losses in national employment and productivity, it is
recommendable for governments to provide green job training to retirees of non-renewable industries who
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will shift into the green sector. Some government agencies and organizations such as the US EPA have
already established these programs to explore and identify employment and job training opportunities to
prepare workers for emerging green jobs related to sustainability.

Monitoring against greenwashing: When there are apparent rewards, companies might use dishonest
methods to gain them. Therefore, incentives and policy measures must be monitored over time to ensure
they are working effectively without greenwashing practices. With the raising awareness of
greenwashing, citizens can be part of the solution in spotting greenwashing among companies. Upon
validated instances of greenwashing, governments can enact penalties.

VII. Recommendations for Resolution Writing including Research
1. Low-income countries impacted by pollution

For low-income countries impacted by pollution, the top priority is to protect citizens’ health. Therefore,
policy focuses might be on adaptation measures to reduce the effects of environmental pollution and
issues. For example, a country might build barriers against storm surges and high tides, protecting many
people in property, infrastructure, and places of high historical and cultural value from flooding.
Low-income countries might also build back better and more sustainably by increasing the import of
clean energy and conducting green job training programs to accompany the transition.

2. Middle-income countries

Middle-income countries should strengthen their Nationally Determined Contributions (NDCs) to reach
net-zero, or carbon neutrality, by 2050. These countries might also be interested in enacting carbon tax to
ensure that the current companies do not become major polluters. Middle-income countries can also
invest into the research and development of clean energy technologies to lessen their costs.

3. High-income countries that house HQs of major polluters

The role of high-income countries that house the HQs of major polluters should use the method of
incentives and penalties to drastically reduce pollution created by the companies. Incentives and penalties
could be in various forms, as aforementioned, yet their implementations should also be monitored well.
Furthermore, similar to actions that middle-income countries should take, high-income countries should
strengthen their NDCs and invest into the research and development of clean energy technologies.
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Figure 1: 2100 Warming Projections

Figure 2: European Green Deal 10 Policy Areas

Figure 3: TOP 20 carbon emitter companies
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Figure 4: Global satellite-derived map of PM2.5 (air pollution) averaged over 2001-2006. Credit: Dalhousie

University, Aaron van Donkelaar

Figure 5: Carbon map
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http://www.globalcarbonatlas.org/en/CO2-emissions
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Figure 6: Deforestation map in 2015
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