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Introduction
• Transport sector is one of the largest 

contributors to GHG emissions globally.

• Carbon pricing is emerging as a powerful tool to 
incentivize emissions reductions, drive 
technological innovation, and promote 
sustainable transport.

• economic actors a pricing signal and incentivises 
GHG reductions in financial terms.

• Carbon pricing instruments are primarily carbon 
taxes, ETS, and carbon crediting mechanisms.



Objectives
• To evaluate trends in carbon pricing in transport, assess its 

economic and operational impacts.

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

• Inform policymakers, government, transport operators, and 
private sector stakeholders.

• Discuss a carbon pricing instrument, examine its general 
application to the transport sector, then review its application 
and potential in CAREC countries.



CAREC Transport 
Sector Overview

Growing Emissions in Transport
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
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Carbon Tax per Country



Opportunities in CAREC countries



Emission Trading 
Systems (ETS)

ETS Mechanism Overview
ETS sets a cap on emissions and allows trading of allowances to meet environmental targets 
flexibly.

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 CO2 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
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Transportation Sector and ETS

• 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 CO₂ 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. 



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:

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

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



Article 6 
Mechanisms

Framework of Article 6
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.
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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.

• Table below shows those involving CAREC members. 



Transport Project Types versus Critical Criteria 
for Carbon Market Projects



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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Key Message
Underutilization of Carbon Pricing
Carbon pricing in the CAREC transport sector is 
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.
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For more details, please download the report from ADB’s website: 
www.adb.org



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

CAREC Carbon Market Regional Readiness Plan



CMRP Framework and Roadmap
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• CMRRP Concept and Methodology development
• Work with CAREC Countries to identify gaps and needs with A6 

Readiness Toolkit and NDC Sector Analysis
1

2

3

4

5

• Finalize needs assessment, confirm national sequencing under the 
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

• Finalize CMRRP plan

• CMRRP tabled at the MC conference for endorsement
• Joint Declaration by CAREC Ministers on Carbon Markets

• Identification of targeted pilots for ETS, crediting 
programs, A6 transactions

• Aim: to build capacity and demonstrate learning-by-doing

January- June 26
Concept and Needs Assessment 

WGCC Meeting, 23-24 June
Tashkent

July-August 26
CMRRP Plan Finalized

September 26
CAREC Ministerial Conference

Q4 26
Piloting

Carbon Market Readiness Timeline
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