




Executive Summary: Addressing Governance Gaps & Safeguarding Against Integrity Risks in Carbon 

Markets in Pakistan 

Pakistan faces mounting climate-related risks, including catastrophic floods, glacial melt, water 

scarcity, and agricultural decline. The adoption of Policy Guidelines for Trading in Carbon Markets 

(2024), marks a critical step toward leveraging carbon markets as a strategic tool for carbon 

mitigation. This report provides the first comprehensive assessment of Pakistan’s readiness for 

carbon markets. It identifies governance, institutional, and integrity risks and proposes actionable 

recommendations for establishing a credible, transparent, and inclusive carbon market ecosystem 

aligned with global best practices and Article 6 of the Paris Agreement. 

Key Findings: 

 High Potential, Low Readiness: Pakistan’s emissions profile offers an opportunity to 

generate USD 400 million–2.25 billion in annual carbon revenue. Yet weak legal, institutional, 

and technical systems hinder effective participation. 

 Governance Gaps: The absence of a legal framework defining carbon credit ownership, 

fragmented institutional mandates, limited technical capacity, and a lack of robust 

Measurement, Reporting and Verification (MRV) systems undermine market integrity. 

 Data Deficiency: Incomplete national emissions baselines and siloed data systems prevent 

reliable crediting and risk double-counting. 

 Equity and Inclusion Deficits: Current policy frameworks inadequately address benefit-

sharing, community participation, and safeguards for marginalized groups, risking social 

inequities and reduced public trust. 

 Transparency and Accountability Risks: Weak disclosure mechanisms, limited grievance 

redress systems, and insufficient oversight heighten the risk of elite capture and corruption. 

Recommendations: 

1. Legal & Institutional Reform: Enact legislation defining carbon credits as tradeable assets, 

clarify institutional mandates, and establish an independent oversight body. 

2. Data & MRV Infrastructure: Develop a unified national carbon registry, integrate provincial 

data systems, and ensure transparent emissions reporting. 

3. Integrity & Transparency Mechanisms: Mandate public disclosure of project data, 

independent auditing, and transparent benefit-sharing. 

4. Inclusion & Benefit-Sharing: Establish frameworks ensuring that local communities, 

especially Indigenous and marginalized groups, equitably benefit from carbon revenue. 

5. Capacity Building: Strengthen institutional, technical, and governance capacities at federal 

and provincial levels through targeted training and partnerships. 

Conclusion: 

Pakistan stands at a pivotal juncture. If implemented with integrity, transparency, and inclusivity, 

carbon markets can become a cornerstone of Pakistan’s climate finance strategy, mobilizing billions 

in green investment while empowering communities and safeguarding ecosystems. However, 

without urgent governance reforms, the same mechanisms risk entrenching inequities and 

undermining climate action credibility 
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