
IJSRD - International Journal for Scientific Research & Development| Vol. 4, Issue 10, 2016 | ISSN (online): 2321-0613 

 

All rights reserved by www.ijsrd.com 454 

Management on Carbon Trading & Related Environmental Issues 
Shardool Singh1 Shakti Sagar Pandey2 

1,2Department of Civil Engineering 
1,2SIRT, Indore, MP, India

Abstract— Climate is changing very rapidly and is causing a 

rapid increase in global warming which requires spending of 

a lot of money to find its solution. It has nowadays become a 

major agenda in all the developed and developing countries. 

India stands in the second largest position in population, 

fourth largest in energy consumption and third largest in 

GHG production due to large pollution caused by coal-fire 

power generation techniques in power plants. So as to 

eradicate this problem carbon emissions must be controlled 

and for this carbon emissions trading is being introduced all 

over the world by Kyoto Protocol in 1997. Under this form 

of trading, basically the target implies to reduce carbon 

emissions under which the specific limit is given by Kyoto 

Protocol for a permissible amount of carbon emissions, up-to 

which a country can emit carbon. Under carbon trading, a 

country having more emissions is able to purchase the right 

to emit more, if required from a country which emits less 

under specified limits. So it is the greatest opportunity for 

Indian economy to reduce carbon emission and hence could 

be represented as biggest carbon credit producers globally. 

Among all developed nations of the world carbon emission 

in India is very low. The paper shall discuss about basic 

concepts related to carbon credit which is being used as a key 

to save environment and study various business opportunities 

for developing as well as developed nation and also 

emphasized on various practices being adopted globally to 

reduce the GHG emissions. So by this way we try to 

maintain the carbon emissions balance globally. 
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I. INTRODUCTION 

Air pollution, poor management of waste , growing water 

scarcity, falling level of groundwater tables, water pollution, 

preservation and quality and quantity of forests, biodiversity 

loss, and degradation of soil(erosion) are the major 

environmental issues faced all over the world by all 

countries. India is the largest growing economy in south asia 

and has put an enormous strain on environment. 

Environmental degradation and climatic changes are the 

major challenges of 21st century.  

The main political agenda now-a-days is global 

warming. The several other causes such as fossil fuel 

burning which has lead to the increment of level of carbon-

doixide and moreover the industries, clearing of forests and 

more human structures. Increase in GHGs that is carbon 

dioxide is the serious problem. The natural carbon cycle is 

disrupted and earth’s carbon sinks or the places that can be 

safely absorbed are either diminishing or saturated. Global 

economic growth is driving higher carbon –dioxide 

emissions and we have to manage the tremendous amounts 

of carbon-dioxide we are emitting. Carbon emissions trading 

is a form of trading of emissions that targets carbon dioxide 

collected in tones of carbon equivalent and it constitutes 

bulk of emissions trading. This form of trading carbon 

dioxide across the countries utilizes it to meet the 

obligations by Kyoto Protocol; meaning is the reduction of 

carbon dioxide emissions in an attempt to mitigate the future 

climatic change. This trading is there or works by setting of 

certain permissible limits of carbon emissions. 

A. Kyoto Protocol 

The Kyoto protocol was initiated by the United Nations 

Framework Convention on climate change and is ratified by 

more than 150 countries and the European Union as a 

whole, individual entity in 1997 and was put into effect in 

2005. The protocol took formal effect in February 16th, 

2005. Kyoto protocol is internationally binding and 

enforceable agreement that will encourage countries to 

reduce greenhouse gases emissions. This protocol was 

proposed by the international communities to address and 

reduce the carbon or greenhouse gas emissions that have led 

to global climatic change. The protocol makes it mandatory 

for commercial entities emitting above the permitted limit of 

carbon dioxide to cut down their emissions to prescribed 

levels or they should by carbon credits certificates which 

can be transacted in the market, or alternatively pay a charge 

for the emissions, which is mainly referred to as carbon tax. 

The Kyoto protocol has introduced ground breaking 

concepts on carbon credits, carbon footprint and emissions 

trading. 

B. Carbon Crediting 

Many international treaties have been signed and set 

permissible limits on the amount of GHG emission countries 

can produce. A permit that allows the holder to emit one ton 

of carbon-dioxide; then credits are awarded to countries or 

groups that have reduced their greenhouse gases below their 

emission limit. One carbon credit allows one tone of carbon 

dioxide to be emitted or discharged into the air.  

Its goal is to stop the increased emission of carbon 

dioxide. The Kyoto protocol presents nations with the 

challenge of reducing the emissions of carbon dioxide and 

other greenhouse gases. A nation that finds it hard to meet 

its target of reducing GHG could pay another nation to 

reduce emissions by an appropriate quantity. A carbon credit 

system was ratified in conjunction with the Kyoto protocol. 

Carbon credits are entitlement certificates issued by the 

United Nations Framework Convention on Climate change 

(UNFCCC) to the implementers of the clean development 

mechanism (CDM) projects. In future, the menace of global 

warming can be effectively handled by this system. 

C. Carbon Emissions Trading 

The environmental carbon trading is done on the basis of the 

carbon credits earned. The carbon credits are the production 

cost, for which, ultimately the customer pay. A relatively 

new market has been set up and has traded a bit minor 

levels. A recent development has been made in this vibrant 

market due to the significant global governmental 

involvement which has facilitated tremendous growth in 

carbon trading market. 
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These carbon credits are maintained in the form of 

electronic certificates, like Demate share certificates, which 

facilitates this trading. The two types of trading that can take 

place in carbon market cap and trade (emission trading) and 

offset trading (trading in project based on carbon credits).  

Over the last years several mechanisms, 

instruments and markets have emerged for carbon trading. 

There exists major two types of carbon trading markets- the 

Voluntary market and the Regulatory compliance market. 

Under voluntary market there are supporting activities to 

reduce emissions not mandated by the policy makers, 

including certificates to support carbon neutrality. In this 

market the trade of carbon credit is on a voluntary basis. As 

of March 2010 basis there are currently more than 2000 

registered CDM projects in 58 countries. There are many 

ways and efforts put till now to reduce the carbon emissions 

and have promoted various activities which help to store and 

remove carbon. This has made carbon as the most valuable 

commodity. The compliance market is used by the 

companies and government that, by law, have to account for 

their GHG emissions. It is being regulated by the national, 

regional and international carbon reduced regimes.  To find 

a common unit for this commodity all GHCs are converted 

to CO2 equivalents. The CO2 ate traded on carbon credits. 

The currency used on these markets is carbon credits.  

II. MECHANISM OF EMISSIONS REDUCTIONS TO EARN 

CARBON CREDITS 

The three mechanisms worked out by Kyoto protocol of 

energy conservation and emission reduction are: 

 Clean development mechanism(CDM) 

 Joint implementation(JI) 

 Emissions trade(ET) 

A. Clean Development Mechanism (CDM) 

The deal for carbon credit can be cut by CDM. Under the 

charter UNFCCC, any company from the developed country 

can tie up with a company in the developing country that is 

signatory to Kyoto protocol. The companies in developing 

countries must adopt newer technologies that emit lesser 

gases and hence save energy. Then only a portion of the 

total earnings of carbon credits of a company can be 

transferred to a company of the developed countries under 

CDM. 

B. Joint Implementation (JI) 

It is the mechanism defined in Article 6 of the Kyoto 

protocol that allows a country with an emission reduction 

under the Kyoto protocol to earn emission reduction units 

from an emission reduction project. This implementation 

offers various parties a flexible and cost-effective means of 

fulfilling the part of their Kyoto protocol commitments, 

while the host party benefits from foreign investment and 

technology transfer made. 

C. Emissions Trading (ET) 

Under the Kyoto protocol the parties that have accepted to 

limit the reducing carbon emissions. These targets are 

expressed as levels of allowed emissions over the 2008-

2012 commitment periods. The emissions allowed are 

divided into “assigned amount units”. As set out in Article 

17 of Kyoto protocol emissions trading allows countries that 

have emission units to spare-emissions permitted to them 

but not used- to sell this emission excess capacity to 

countries that over their targets. Since CO2 is the principal 

greenhouse gas, then people speak simply of trading in 

carbon. Carbon is now tracked, traped and traded like any 

other commodity. This is known as “carbon market”. 

III. GREEN ECONOMY 

It is the one in which the policies and innovations enable 

society to generate more of value each year, while 

maintaining the natural systems that sustain us. Translating 

the idea into reality is hugely more complicated. Clearly it 

requires more and more technological innovations. Effecting 

changes of the sort requires the engagement of all sections, 

including policymakers, business and individual citizens. 

And this in turn implies the need for a mass of information 

to guide and inform decision-making.  

IV. INDIAN SCENARIO 

About 65% of india’s CO2 emissions in 2009 was from 

heating, domestic uses and power sector. About 9% of 

India’s emissions were from transportation. Compared to the 

average emissions from coal-fired, oil-fired and natural-gas 

fired thermal power plants in European Union (EU-27) 

countries, Indian thermal power plants emit 50 to 120% 

more CO2 per kWh produced.  

India comes under the third category of signatories 

to UNFCCC. India signed and ratified the protocol in 

August, 2002 and has emerged as a world leader in 

reduction of greenhouse gases by adopting Clean 

Development Mechanisms (CDMs) in the past few years. 

According to the report on national action plan for 

operationalizing clean development mechanism by planning 

commission, Govt. of India, the total CO2 emissions in 1990 

were 10,01,352Gg (gigagrams), which was approximately 

3% of global emissions. If india can capture at least 10% of 

share of the global CDM market, annual CER revenues to 

the country could range from US$ 10 million to 300 million. 

India could emerge as the one of best and largest 

beneficiaries accounting for more than 25% of total global 

carbon trade based on world bank report. Indian companies 

have started generating carbon credits and carbon credit 

trading in India has gained a lot of momentum. India has a 

huge potential of gaining from Carbon trading market. 

India is one of those countries that have ‘credits’ 

for emitting less carbon. India and China have surplus 

credits to offer to countries that are in deficiency. India and 

China are likely to emerge as the biggest sellers and Europe 

is going to be the buggest buyers of carbon credits.   

V. EXAMPLES OF CARBON TRADING IN INDIA 

A. Jindal Vijaynagar Steel 

For years it will be ready to sell $225 million worth of saved 

carbon. This was made possible since their steel plant uses 

the Corex furnace technology which prevents 15 million 

tones of carbon from being discharged into the atmosphere. 

B. Handia forest in Madhya Pradesh 

In Madhya Pradesh, it is estimated that 95 very poor rural 

villages would jointly earn at least US$300,000 every year 
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from carbon payments by restoring 10,000 hectares of 

degraded community forests. 

VI. CONCLUSION 

The industrial practices and environmental conditions in 

India have a huge potential of gain from carbon trading. The 

Carbon accounting and its disclosure has become an 

important issue for the Indian companies. There is a great 

opportunity awaiting in India in carbon trading which is 

estimated to go up to 100$ billion by 2020. The countries 

like US, Germany, Japan and Europe will be the major 

buyers of carbon credits which are very much beneficial to 

India upto a great extent. Public and private initiatives are 

urgently much required for encouraging industries and 

societies to understand the different facets of environmental 

pollution and its reduction strategies. Even though India is 

the largest beneficiary of carbon trading and carbon credits 

are traded on the MCX , it still does not have a proper policy 

for trading of carbons in the market. Hence , India has a 

large potential to earn carbon credits and in this context the 

carbon trading service has a greater part to play and is going 

to add new dimension to the Environmental consultancy and 

financial services arena. 
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