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Foreword

Governments today face immense fiscal pressure amid a complex and
uncertain economic environment. Low economic growth projections and
rising volatility in trade and financial markets are placing additional pressures
on public budgets. These converging pressures are not only threatening fiscal
resilience but also undermining development gains.

In this context, carbon pricing offers a powerful tool. It can mobilize finance
and secure development outcomes even during periods of uncertainty.

It mobilizes domestic revenue, drives efficiency and innovation, and attracts
international finance—all while helping countries advance climate and
development goals. It's a pragmatic solution at a time when resources are tight,
and ambitions are high.

We saw continued momentum over the past year, particularly among large
middle-income economies. China’s expansion of carbon pricing brought

three gigatons of greenhouse gas (GHG) emissions under its emissions trading
system. Today, around 28% of global emissions are covered by a direct carbon
price and economies representing nearly two-thirds of global economic output
have implemented either a carbon tax or emissions trading system. More
countries, including Brazil, India, and Turkiye, are moving forward with domestic
carbon pricing frameworks. Others, including Zambia, Tanzania, Paraguay, and
Viet Nam, are positioning themselves to participate in international carbon
markets.

Carbon markets are also increasing globally. Carbon credit markets play
multiple roles. They support climate commitments, lower the cost of new
technologies, and finance nature-based solutions like forest restoration. But
they do more than just carbon savings; they deliver development dividends in

terms of more affordable energy access, cleaner cooking fuels, and healthier
forests, to name just a few.

We are also seeing innovation. The emergence of new insurance products—
including a political risk guarantee issued by our Multilateral Investment
Guarantee Agency—are helping de-risk investments in international carbon
markets and support private sector participation.

The private sector plays a critical role. Companies are increasingly subject to
compliance requirements under new and expanding carbon pricing schemes.
To scale impact, there is a growing demand for safe, efficient, and interoperable
transaction infrastructure to incentivize more private sector revenues.

The growth from fewer than 10 instruments in 2005 to 80 today is a
reminder of global progress on direct carbon pricing. For over 20 years, the
State and Trends of Carbon Pricing report series has provided an important
global pulse check-offering rigorous, evidence-based insights into policies
and market developments. The World Bank seeks to provide knowledge that
can drive development and scale impactful solutions. | hope this year’s report
continues to inform action, inspire innovation, and strengthen partnerships
across public and private sectors.

Axel van Trotsenburg

Senior Managing Director
World Bank
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