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Norway's carbon pricing model a benchmark for climate strategy 
orway has set a global benchmark 
in using carbon pricing as a tool 
to enhance climate resilience and 
sustainability. By integrating high 
carbon taxes and participation in 
emissions trading, Norway has 

developed a strategic model tha t leverages 
financial incentives to drive innovation, re-
duce greenhouse gas (GHG) emissions and 
secure long-term economic sustainability. 
Introduced early in global climate efforts, 
Norway's carbon pricing mechan i sm now 
includes a carbon tax set at approximate-
ly NOK8OO (RM317) per tonne of C0 2 .This 
high tax rate has created a clear financial 
structure, encouraging industries to reduce 
emissions and generating significant rev-
enue for reinvestment in climate-focused 
initiatives. 

Key elements of Norway's strategy 
Norway's approach includes both carbon 
taxation and engagement with the European 

Union Emissions Trading System 
(EU ETS), creating a dual-pronged 
pricing mechanism.The carbon 
tax applies to sectors outside the 
EU ETS, while industries wi th in 
it engage in emissions trading. 
This coverage spans critical sec-
tors, including power generation, 
manufacturing (such as cement, 
steel and paper) and aviat ion. 
By extending carbon pricing to 
cover approximately 80% of its 
GHG emissions, Norway sends 
a strong signal tha t h igh emis-
sions incur substantial financial 
costs, motivat ing industr ies to 
adopt cleaner technologies and 
practices. 

The Norwegian government 
strategically reinvests carbon tax 
revenue in sustainability and in-revenue in sustainability and in-
novation. In 2023, Norway collected around 
NOK7Q billion f rom carbon taxes, approxi-

mately 0.25% of its gross domes-
tic product (NOK27.4 trillion). 
This revenue fuels research and 
development in green technolo-
gies, renewable energy, and cli-
mate adaptation projects. Nor-
way has led the development 
of carbon capture and storage 
(CCS) technology, investing in 
projects like Longship.This am-
bitious initiative, funded wi th 
NOK16.8 billion in 2020, a ims 
to cap ture 1.5 mil l ion t onnes 
of CO2 annua l ly f r o m indus-
trial processes, demonstra t ing 
the feasibility of large-scale CCS 
deployment. 

Norway's model emphasises 
s t rong pa r tne r sh ips be tween 
the government and the private 
sector.The government has en-sector.The government has en-

couraged businesses to invest in low-car-
bon technologies by using carbon revenue 

to support grants and subsidies. Enova SF, 
a government enterprise, provided more 
than NOK3.6 billion in 2022 alone to support 
companies transit ioning to greener opera-
tions.This co-funding model has facilitat-
ed substantial investment in sustainable 
development, advancing technologies like 
energy-efficient industr ial processes and 
electric vehicle (EV) infrastructure. Today, 
Norway leads t h e world in EV adopt ion, 
wi th over 80% of new car sales in 2022 be-
ing fully electric. 

Norway's c l imate s t ra tegy highl ights 
that initial h igh costs can yield long-term 
economic benef i t s by fos ter ing innova-
tion and reducing emissions. Since 1990, 
Norway has achieved a 30% reduct ion in 
GHG emissions, significantly lowering its 
carbon intensity. Simultaneously, Norway's 
green sector has created over 50,000 jobs, 
contributing to public support for climate 
policies. Investments in sustainability have 
also enhanced Norway's energy security and 
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reinforced its global standing as a leader in 
sustainable practices. 

Lessons for Malaysia 
Malaysia stands to gain significantly f rom 
implemen t ing a s t ruc tured carbon pric-
ing mechan i sm that deters emissions and 
drives innova t ion and resi l ience across 
industr ies. A phased approach, gradually 
increasing in scope and stringency, could 
help businesses plan and adapt, allowing 
for greater stabili ty and c o m m i t m e n t to 
long-term susta inabi l i ty goals. Revenue 
generated through carbon pricing should 
be earmarked for re investment in critical 
areas, such as climate adaptation projects, 
renewable energy development, and techno-
logical advancement, ensuring these funds 
support the country 's strategic transi t ion 
to a low-carbon economy. 

A successful example of this approach is 
Malaysia's recent exploration of carbon mar-
kets. In 2023, Bursa Malaysia launched the 

voluntary carbon market (VCM) to facilitate 
carbon credit trading, providing a platform 
for companies to offset their emissions by 
purchasing credits f rom local and regional 
projects.The initiative has sparked growing 
interest across the private sector, wi th the 
potential to foster innovation by creating a 
financial incentive for companies to reduce 
emissions more cost-effectively. Expanding 
this system into a mandatory carbon trad-
ing scheme across high-emission sectors, 
including palm oil, manufactur ing and oil 
and gas, could further accelerate the adoption 
of low-emission technologies and practices. 

Collaboration wi th the private sector re-
mains critical in advancing sustainable de-
velopment,and the Malaysian government 
has recently initiated several partnerships to 
support this goal. Petroliam Nasional Bhd's 
CCS initiatives illustrate one avenue of such 
collaboration, w i th Petronas and several 
ministr ies working jointly to explore CCS 
deployment wi th in Malaysia's oil and gas 

industry. By expanding financial support 
and incentives for sectors exploring CCS 
and other advanced green technologies, 
Malaysia can foster private investment in 
solut ions t h a t reduce carbon emiss ions 
while sustaining economic growth. 

Enhancing the country's public trans-
portation infrastructure also offers a path-
way towards substantial emissions reduc-
tions. Malaysia's Klang Valley Mass Rapid 
Transit , or KVMRT, project exemplifies a 
large-scale initiative to lower urban traffic 
emissions. However, fur ther investment in 
public transportation networks across other 
urban areas, alongside incentives for adopt-
ing electric buses and other clean public 
t ransi t options, would reduce reliance on 
private vehicles and bring environmental 
benefi ts to more regions. 

Education and public awareness initi-
atives are equally essential in fostering a 
culture of sustainability. Campaigns that 
engage c o m m u n i t i e s in u n d e r s t a n d i n g 

low-carbon technologies' economic, envi-
ronmental and health benefits would help 
shift public behaviour towards sustainable 
practices. Government and private-sector 
ini t iat ives could pa r tne r w i t h academic 
inst i tut ions to enhance public knowledge 
of sustainability, particularly by develop-
ing school curr icula focused on c l imate 
science, envi ronmenta l s tewardship and 
renewable energy. 

Adopting these strategic measures would 
allow Malaysia to position itself as a regional 
leader in climate resilience and sustainable 
development, creating a robust framework 
to meet its global commitments while driv-
ing economic and social progress. B 

Nor Asmah Mohd Noor is a Global 
Reporting Initiative certified 
sustainability professional, Doctor of 
Business Administration candidate 
and currently building her expertise on 
climate strategy 

AUTHOR: NOR ASMAH MOHD NOOR     SECTION: FORUM     PAGE: 56,57     PRINTED SIZE: 556.00cm²
REGION: KL     MARKET: Malaysia     PHOTO: Full Color     ASR: MYR 9,573.00     ITEM ID: MY0062574043

Page 2 of 2

17 FEB, 2025

Norway`s carbon pricing model a benchmark for
climate strategy

The Edge, Malaysia


