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Introduction

Transport sector is one of the largest
contributors to GHG emissions globally.

incentivize emissions reductions, drive
technological innovation, and promote
sustainable transport.

.
haS
s,

economic actors a pricing signal and incentivisess= & =~
GHG reductions in financial terms. '

Carbon pricing instruments are primarily carbon |
taxes, ETS, and carbon crediting mechanismes.

INTERNAL. This informationis accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



Objectives

To evaluate trends in carbon pricing in transport, assess its
economic and operational impacts.

ldentify business and policy opportunities created by its
implementation in the CAREC countries.

nform policymakers, government, transport operators, and
orivate sector stakeholders.

Discuss a carbon pricing instrument, examine its general

application to the transport sector, then review its application
and potential in CAREC countries.
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CAREC Transport o
Growing Emissions in Transport
SeCtOr Ove rview Share of transport emissions: 9% on average for all

CAREC countries

Mitigation Strategies

Promoting electric vehicles and expanding rail
electrification are key strategies to reduce
emissions.

Alternative Fuels

Cleaner fuels like compressed natural gas and
biofuels are gaining attention for sustainable
transport.

Challenges to Progress

Infrastructure gaps, financial constraints, and
policy coordination remain significant challenges.
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Carbon Tax in
Transport

Carbon Tax Mechanism

Carbon taxes impose fixed prices on greenhouse gas
emissions, usually through fuel taxation, to reduce
emissions.

Challenges in Current Pricing

Fuel subsidies and lack of climate focus limit the
effectiveness of existing fuel taxes in reducing
emissions.

Gradual Tax Approach

A small incremental ‘carbon-cent’ tax builds public
acceptance while reducing emissions and generating
revenue.

Reinvestment in Sustainable Transport

Carbon tax revenues can fund public transit, electric
vehicle infrastructure, and cleaner energy alternatives.
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STATUS: CAREC COUNTRIES
WITH CARBON PRICING INSTRUMENTS

Azerbaijan

PRC

Georgia

Kazakhstan

Kyrgyz Republic

Mongolia

No carbon tax:
fuel subsidy level of
around 40%

No carbon tax:
general taxation level of
30%-40% on fuels

MNo carbon tax:
general taxation level of
30%-40% on fuels

No carbon tax:
fuel subsidy of 20%-45%

No carbon tax;

gasoline subsidy of
around 10%

MNo carbon tax:
gasoline subsidy 10% and
diesel tax of around 30%

None

MNational and subnational ETS;
transport sector partially included
in some subnational ETS

None
National ETS without transport
sector

None

None

No domestic carbon market; registered
projects in international markets but
no transport projects

National and subnational carbon
markets with transport projects;
international carbon credit projects
with transport projects

No domestic carbon market; registered
projects in international markets but
no transport projects

Domestic carbon market linked with
ETS; no projects in international
markets

No domestic carbon market; no
projects in international markets

No domestic carbon market; registered
projects in international markets but
no transport projects
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STATUS: CAREC COUNTRIES
WITH CARBON PRICING INSTRUMENTS

Pakistan No carbon tax; None No domestic carbon market;b
no subsidy or taxation registered projects in international
markets with one (and another
in validation)*

Tajikistan No carbon tax; None No domestic carbon market;
tax of 10%-20% on fuels no projects in international markets
Turkmenistan No carbon tax; None No domestic carbon market;
fuel subsidy of 40%-50% no projects in international markets
Uzbekistan No carbon tax; None No domestic carbon market; registered
gasoline 10% subsidy projects in international markets but
and diesel 10% tax no transport projects
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Carbon Tax per Country

Figure 2: Carbon Tax per COI.II'ltI‘Y, 1 April 2025 Figure 3: Gasoline Explicit Subsidy or Tax in CAREC Countries, 2024
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Overused: Fossil Fuel Subsidies Data 2025 Update. IMF Working Papers. No. 2025/270. International Monetary Fund.
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Opportunities in CAREC countries

Table 5: Annual Projected Revenue of a Climate Cent Fund per Country

Diesel and Gasoline Sold, 2023 Annual Revenues for a Climate Cent Fund
Country (million L) ($ million)

Azerbaijan 3,620 36

People’s Republic of China 343,222 3,432

Georgia 1,371 14

Kazakhstan 10,641 106

Kyrgyz Republic 394 4

Mongolia 2,309 23

Pakistan 16,911 169

Tajikistan 962 10

S 2766 28 Table 6: Potential Annual Transport Emissions Reductions from a Climate Cent Fund

Yzbeldstan 2813 28 Projected Annual Estimated Transport Share of Estimated

Note: Calculations based on levy of $0.01 per liter of diesel and gasoline sold in the country based on last available year (in general 2023). Annual Revenue Transport Emissions Mitigation Target per L ETE

Source: International Energy Agency. Energy Statistics Data Browser (accessed 15 October 2025). Accruing to Climate Reductions annum in Nationally Determined

Cent Fund (million tons Determined Contribution | Contribution Target

Country ($ million) of carbon dioxide) (million tCO,) (%)
Azerbaijan 36 14 22 65
Georgia 14 0.5 0.6 96
Kazakhstan 106 42 22 190
Kyrgyz Republic - 0.2 01 235
Mongolia 23 0.9 0.7 126
Pakistan 169 6.8 8.9 76
Tajikistan 10 04 0.5 73
Turkmenistan 28 11 17 66
Uzbekistan 28 11 46 24
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E m iss i O n Tra d i ng ETS Mechanism Overview

ETS sets a cap on emissions and allows trading of allowances to meet environmental targets
Systems (ETS)
—————— Te—_paete Global ETS Implementation

Regions like the EU, PRC, and Kazakhstan have established ETS systems, with expansion in Asia
ongoing. Azerbaijan, Pakistan, and Tajikistan are reviewing the option of establishing an ETS.

Transport Sector Challenges

Transport emissions are dispersed, making ETS application complex; upstream approaches can
simplify this.

Opportunities of ETS

ETS can integrate transport emissions into climate policies and incentivize cleaner fuels and
technologies.

Multiple countries including PRC have established CO, emission targets or standards for
vehicles combined with tradable zero-emission vehicle credits or with pooling of
manufacturers

In a carbon tax system, the price of emissions is set by policymakers; this price
then determines the emissions result that is achieved.

* An ETS can either be a credit or an allowance system.

* ETS can be implemented on a regional (e.g., the EU’s ETS), national, or
subnational level

12
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Transportation Sector and ETS

e (Can be incorporated into an ETS in various ways: (i) assigning allowances directly to
transport companies, (ii) incorporating transport fuels, or (iii) establishing an
allowance system for CO, emissions of vehicles.

* The transport sector has two distinct features compared to the energy and industrial
sectors that should be considered :

(i) Emissions sources are atomized. Most emissions from the transport sector come
from individual vehicle owners making direct insertion into an ETS difficult.

(ii)) Public transport companies, rail, and shipping companies have their main impact
through enabling a mode shift away from road to rail or from individual mobility to
public transport,i.e., they have a positive impact on the emissions of third parties

and not the entity itself.

INTERNAL. This informationis accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



(i)

(ii)

Carbon Market

Carbon markets are systems where carbon credits that reduce or
remove GHG emissions are traded.

To reduce GHG emissions in a cost-effective manner.

Carbon markets can be subnational, national, regional, or international.
There are two types:

Compliance markets created through laws and regulations implemented by
regional or national governments that are mandatory for participants, and

voluntary markets where participants set their own goals to meet voluntary
commitments.

Figure 9: Process Flow of a Carbon Credit Project

project external
development validation registration

and of project by standard
description description
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ArtICIe 6 Framework of Article 6
Mecha nisms Article 6 establishes international carbon trading

mechanisms to help countries meet climate targets
collaboratively.

Opportunities for CAREC Countries

Article 6 enables CAREC countries to attract
investments and implement emission reduction
projects in transport.

Governance and Transparency

Participation requires strong governance, transparency,
and policy alignment with global standards.

Climate Ambition and Global Integration

Leveraging Article 6 advances climate ambition and
integrates countries into the global carbon market.

15
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International Compliance Markets under the Paris
Agreement

Article 6.2. Projects

* Article 6.2. projects are based on bilateral agreements between countries, with around 100 bilateral
agreements in place between 61 different countries.
e Table below shows those involving CAREC members.

: Bilateral Article 6.2 Agreements and Projects with CAREC Countries, end-2025

CAREC Country Country Agreements Made With

Georgia Japan, Switzerland
Kazakhstan Japan, Republic of Korea
Kyrgyz Republic Japan

Mongolia Japan, Republic of Korea
Uzbekistan Japan

CAREC = Central Asia Regional Economic Cooperation.
Source: United Nation Environment Programme. Article 6 Carbon Market
Cooperation (accessed 11 November 2025).
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Transport Project Types versus Critical Criteria
for Carbon Market Projects

Methodology Monitoring | Development and
Project Type | Availability/Complexity | Complexity | Monitoring Costs | Project Size Lead Time Till Operations

Biofuels Available but very Very high Very high Small to Short (can be less than 1 year)
complex complexity monitoring costs  very large with large volumes from
the start
Mass transit  Available but complex  High Very high Mediumto  Time for construction of
systems complexity developmentand large systems can be years; volumes
monitoring costs grow but are significant
from start
Electric Available and relatively Low to Moderate costs Micro to Short but gradual build up
mobility simple medium very large®
Rail projects  Available toolsbutno  Low to Moderate to high  Medium Time for construction of can
useful methodology medium development and be years; volumes grow but are
outside high-speed rail monitoring costs significant from start

? Standalone projects, e.g., electric bicycles, are on the micro-scale while grouped projects with charging infrastructure and multiple EV
categories can be very large.
Source: Authors’ compilation.
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Opportunities for
CAREC Countries

Carbon Market Expansion

Expanding carbon market projects in electric mobility
and public transport can reduce emissions and scale
environmental impact.

Domestic Carbon Markets

Developing domestic carbon markets complements
international mechanisms and stabilizes policy
environments in CAREC countries.

Global Framework Engagement

Engagement with global frameworks like Article 6 and
CORSIA supports international cooperation on
emissions reduction.

Infrastructure and Innovation

Investing in electric vehicle infrastructure and rail
networks fosters sustainable growth and enhances
energy security.
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Underutilization of Carbon Pricing
Ke M essa e Carbon pricing in the CAREC transport sector is
y g underused despite its strong potential to promote
sustainability.

Benefits of Carbon Pricing

Well-designed carbon pricing can generate public
revenue, incentivize clean technologies, and reduce
emissions effectively.

Implementation Challenges

Successful carbon pricing needs local economic
considerations, stakeholder engagement, and strong
institutional capacity.

Strategic Future Actions

Balanced policies combining regulation, incentives, and
innovation will drive a resilient low-carbon transport
future.

19
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For more details, please download the report from ADB’s website:
www.adb.org

EXPLORING THE IMPACT AND
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JUNE 2026
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CAREC Carbon Market Regional Readiness Plan

Purpose

« Supporting carbon market readiness using Article 6 cooperation to
mobilize climate finance for NDC delivery of CAREC countries

« Respond to rising expectations for credible Monitoring Reporting and
Validation (MRV), registries, and carbon pricing systems driven by global
carbon markets and trade measures

« Part of CAREC Climate Change Action Plan implementation supported
through the CAREC Climate Change Working Group (CCWG)

Vision

CAREC countries operate credible and integrated carbon market

systems:

» Reliable MRV of emissions

« Transparent national registries for credits and allowances

« Appropriate pricing approaches (ETS, crediting, carbon taxes)
aligned with NDCs

Why This Matters

« Enables international carbon transactions under Paris Agreement
Article 6

« Strengthens competitiveness through robust emissions data

» Unlocks climate finance and supports cost-effective mitigation
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CMRP Framework and Roadmap

Legal 2 Monitoring, Market 4 Piloting

Frameworks Reporting Infrastructure Pricing
and and and Registries Approaches
Institutions Verification

Model framework

laws, Article 6 Sector-specific MRV National registries ETS refinement and
authorization and protocols; interoperable with development,
corresponding digital-by-design UNFCCC Article é tailored crediting or
adjustment systems platforms pilots
templates

. Build legal Engage
Align framework ELS, exporters CMRP
v Founda gy o) Private |l Impleme
P g (R standards, ; Sector project P
sequence, d investmen d | tati
and NDCs ana t pilots Sl SR
reqistries S
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Carbon Market Readiness Timeline

* CMRRP Concept and Methodology development
*  Work with CAREC Countries to identify gaps and needs with A6
Concept and Needs Assessment Readiness Toolkit and NDC Sector Analysis

January- June 26

1

WGCC Meeting, 23-24 June * Finalize needs assessment, confirm national sequencing under the
2 Tashkent four CMRP pillars, align with NDC implementation priorities
* Agree on joint CAREC declaration for CMRRP

* Consolidate inputs and share advanced draft plan with
countries for feedback

July-August 26
CMRRP Plan Finalized «  Finalize CMRRP plan

3

September 26 « CMRRP tabled at the MC conference for endorsement
CAREC Ministerial Conference * Joint Declaration by CAREC Ministers on Carbon Markets

* Identification of targeted pilots for ETS, crediting
Q4 26 ;
5 . . programs, A6 transactions
Pl|0t|ng ¢ Aim: to build capacity and demonstrate learning-by-doing
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Thank you!

INTERNAL. This informationis accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



	Slide 1
	Slide 2
	Slide 3
	Slide 4: Introduction
	Slide 5: Objectives
	Slide 6: CAREC Transport Sector Overview
	Slide 7: Carbon Tax in Transport
	Slide 8: STATUS: CAREC COUNTRIES WITH CARBON PRICING INSTRUMENTS 
	Slide 9: STATUS: CAREC COUNTRIES WITH CARBON PRICING INSTRUMENTS
	Slide 10: Carbon Tax per Country
	Slide 11: Opportunities in CAREC countries
	Slide 12: Emission Trading Systems (ETS)
	Slide 13: Transportation Sector and ETS
	Slide 14: Carbon Market
	Slide 15: Article 6 Mechanisms
	Slide 16: International Compliance Markets under the Paris Agreement 
	Slide 17: Transport Project Types versus Critical Criteria for Carbon Market Projects 
	Slide 18: Opportunities for CAREC Countries
	Slide 19: Key Message
	Slide 20
	Slide 21: CAREC Carbon Market Regional Readiness Plan
	Slide 22: CMRP Framework and Roadmap
	Slide 23: Carbon Market Readiness Timeline
	Slide 24

