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Abstract 

The term "sustainable strategy" refers to a strategy that is sustainable from an economic, environmental, and social 

perspective for India. Since this is the case, significant economic growth is required in order to combat poverty 

and advance human development. On the other hand, the country's energy resources are significantly limited, 

which presents a significant obstacle. At the same time, the usage of coal, which is the only energy resource that 

India possesses in a significant quantity, has become more difficult due to the increase in concerns regarding 

climate change. In order to achieve sustainable development, India's policy must investigate all possible means of 

lowering the country's energy requirements, improving the effectiveness of the utilization of existing energy 

resources, and developing new and renewable sources of energy. A number of different technical solutions, their 

potential functions, and alternative policy measures that could be implemented to materialize them in a cost-

effective manner are all identified in this article. Even given the same aims, there are a variety of policy 

instruments accessible, and the manner in which one selects a particular instrument is frequently crucial to the 

achievement of the desired results. A policy that is compatible with incentives and can be implemented by itself 

should be preferred since it does not create vested interests that would become entrenched. It is necessary for 

India's economy to expand at a rate of 8–10% per year for a period of two–three decades in order to address its 

human development deficit. In order to supply the necessary public services of infrastructure, education, and 

health, as well as to offer chances for productive jobs that pay adequately to meet basic necessities, economic 

growth is required. This kind of growth, in conjunction with India's expanding population and limited natural 

resources, has the potential to place a considerable strain on the environment and naturally occurring resources. 

In 2007, India's total emissions of greenhouse gases (GHG) amounted to 1727.7 million tonnes of CO2 equivalent 

(eq). Of these, 1221.7 million tonnes of carbon dioxide (CO2), 20.6 million tonnes of carbon monoxide (CH4), 

and 0.57 million tonnes of nitrogen dioxide (N2O) were released into the atmosphere. During the year 2007, the 

amount of carbon dioxide equivalent emissions per person, which included emissions from land use, land use 

change, and forests (LULUCF), was 1.5 tonnes per person. 

1. Introduction 

At a time when the world is struggling to cope with the rapid acceleration of climate change, there has never been 

a more pressing need for creative solutions to reduce emissions of greenhouse gases (otherwise known as GHG). 

The increasing concentrations of carbon dioxide and other greenhouse gases in the atmosphere are key 

contributors to the phenomenon of global warming, which has disastrous repercussions for ecosystems, weather 

patterns, and the lives of humans (IPCC, 2021). Carbon credit mechanisms have emerged as one of the most 

effective ways to tackle climate change while also encouraging sustainable economic growth (World Bank, 2020). 

This is because of the setting in which they have arisen. Carbon credits are a market-based mechanism that 

provides countries, organizations, and people with the opportunity to offset their emissions by purchasing credits 
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from projects that reduce or remove carbon dioxide (CO2) from the environment. The goal of this mechanism is 

to reduce global greenhouse gas (GHG) emissions. This is typically accomplished by the implementation of 

renewable energy projects, reforestation, or energy efficiency measures. Each carbon credit is equivalent to one 

metric ton of CO2 emissions that have been prevented or stored. The idea of carbon credits has been increasingly 

prominent in the realm of global climate policy as a method that is both cost-effective and efficient in reducing 

the overall carbon footprint while simultaneously promoting environmental sustainability. 

India is one of the greatest emitters of greenhouse gases in the world, and as such, it plays an important part in the 

attempts to mitigate the effects of climate change on a worldwide scale (Sinha, M., & Sangwan, T, 2022). In spite 

of the fact that it has pledged to cut emissions as part of its Nationally Determined Contributions (NDCs) in 

accordance with the Paris Agreement, India is confronted with yet another difficult obstacle. India is now one of 

the top three emitters in the world as a result of its expanding emissions, which are the result of rapid economic 

growth mixed with a significant dependence on coal for the generation of additional energy. As a consequence, 

India's economic development has led to a conflict between the goals of generating robust growth and minimizing 

the damaging effects on the environment. Creating incentives for emission reductions, assisting the transition to 

cleaner energy, and fostering sustainable development are all possible outcomes that might be achieved through 

the utilization of carbon credits, as stated by the United Nations Framework Convention on Climate Change in 

2015. The environmental problems that India is facing are made worse by the fact that the country must strike a 

balance between economic growth and ecological preservation. When it comes to lowering emissions, the country 

faces major challenges due to its rapidly growing population, expanding industrial sector, and reliance on fossil 

fuels. The transition toward clean energy and sustainable behaviours is essential, but it also necessitates significant 

expenditures and governmental reforms. As a result, carbon credit mechanisms are an essential instrument in this 

transformation. In spite of the fact that carbon credit systems have the potential to be beneficial, India is confronted 

with a number of obstacles when it comes to incorporating them into its economic and environmental frameworks. 

The complexity of the regulatory framework, the requirement for comprehensive monitoring and verification 

methods, the volatility of the market, and the necessity to guarantee that projects will result in meaningful 

reductions in emissions are all examples of these problems. Furthermore, there is a question regarding the 

scalability of such systems, which is an issue due to the socio-economic reality of India and its reliance on 

traditional energy sources. 

The basic goals of this article are to investigate the potential and problems that are presented by carbon credit 

systems in India, analyse the role that these systems play in assisting India's sustainable development, and 

contemplate the implications that these systems have for both economic growth and policy considerations. The 

purpose of this article is to provide insights into how carbon credit mechanisms might be optimized for India's 

specific environment by conducting an analysis of the effectiveness of existing carbon credit projects and finding 

deficiencies in the current system. This article makes use of a mixed-methods approach, which includes 

conducting a literature review, conducting case studies of existing carbon credit initiatives in India, and 

conducting an analysis of secondary data. For the purpose of examining the possible benefits and limitations of 

carbon credit mechanisms in the context of India's pursuit of sustainable economic development, the research 

focuses primarily on India's position in the global carbon credit market. The purpose of this paper is to present 

ideas that may be put into action to improve the incorporation of carbon credits within the context of India. These 

recommendations will be derived from a review of worldwide best practices and a comparison of those practices 

to India's policy. 

Carbon credits are marketable certificates or permits that reflect the right to emit a particular quantity of carbon 

dioxide or other greenhouse gases (GHGs) into the atmosphere. Carbon credits can be purchased or sold via the 

internet. Reforestation, renewable energy projects, and energy efficiency improvements are examples of activities 

that might result in the accumulation of carbon credits. Each carbon credit is normally equivalent to one metric 

ton of carbon dioxide that has been prevented from entering the atmosphere. In the context of worldwide efforts 

to reduce emissions and alleviate the consequences of climate change, carbon credit systems have emerged as an 

essential kind of instrumentation. The primary idea behind carbon credits is that they provide a financial incentive 

for businesses, governments, and industries to reduce their emissions. This incentive can be obtained through the 
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use of carbon credits. Businesses who are able to reduce their emissions below a predetermined baseline are able 

to create credits inside a carbon credit system. These credits can then be sold to other businesses that are unable 

to fulfil their emission reduction targets within the system. Therefore, this results in a market-driven strategy for 

tackling climate change, in which those individuals who are able to reduce emissions in the most cost-effective 

manner are rewarded for doing so. Within the larger framework of carbon markets, carbon credits operate. These 

markets can be compliance-based (mandated) or voluntary, depending on the regulations that govern them. 

Compliance markets are frequently governed by international agreements such as the Kyoto Protocol or regional 

mechanisms such as the European Union Emissions Trading Scheme (EUETS). These mechanisms are designed 

to ensure that countries or companies are legally obligated to meet specific emission reduction targets (United 

Nations Framework Convention on Climate Change, 1998). Carbon markets that are driven by voluntary carbon 

offsets, on the other hand, are driven by businesses, organizations, or individuals who voluntarily opt to offset 

their emissions in order to demonstrate their commitment to environmental sustainability. 

India has a lot to gain or lose from doing nothing about climate change because it is one of the world’s biggest 

and most rapidly expanding developing economies. Promoting economic growth while decreasing carbon 

emissions is a double-edged sword for India, which is grappling with a rapidly growing industrial sector, rising 

energy demand, and a massive population. From 2020 to 2023, the energy, industrial, agricultural, and 

transportation sectors were the main contributors to India's carbon emissions. Emissions from fossil fuels, 

especially coal, continue to be largely responsible for the energy sector's status as the top polluter. The high energy 

consumption of industrial operations, such as those involving cement, steel, and chemical manufacturing, also 

plays a significant role. Growing urbanization and the number of vehicles on the road have contributed to an 

increase in transportation-related emissions. Emissions of methane are produced by the agricultural sector, which 

includes the raising of cattle and rice. 

2. Opportunities for Advancing Environmental Sustainability through Carbon Credits 

Carbon credits provide India a transformative chance to promote environmental sustainability by lowering 

emissions, encouraging industrial transformation, supporting green technologies, and aligning with global climate 

targets. These are all ways in which carbon credits can help India achieve these goals. As the market for carbon 

credits continues to expand, it presents India with a potentially fruitful avenue through which it may accomplish 

its environmental objectives while also making a contribution to the battle against climate change on a global 

scale. It is possible for India to not only achieve its climate targets but also to spur economic and technical 

innovation while simultaneously presenting itself as a leader in the global efforts to promote sustainability. 

❖ Lowering Emissions of Greenhouse Gases 

The mechanisms for carbon credit play a crucial role in assisting India in lowering its greenhouse gas emissions, 

which in turn contributes to the nation's climate action commitments under the Paris Agreement. In order to 

achieve its objective of reducing the intensity of emissions by 33–35 percent by the year 2030, India has the ability 

to utilize carbon credits in order to encourage cleaner industrial practices and sustainable energy transitions. 

Carbon credits are generated by initiatives that reduce emissions. These projects include implementations of 

renewable energy sources (such as solar, wind, and hydro), improvements in energy efficiency, and sustainable 

agricultural practices. These carbon credits can be bought or sold on international markets. Not only does this 

system lessen India's carbon footprint, but it also helps to enhance efforts being made all around the world to limit 

the effects of climate change. It is possible for India to speed up its transition toward a low-carbon economy if it 

provides incentives for initiatives of this kind. 

❖ Economic Incentives for Industries 

Carbon credits have the potential to greatly assist Indian industries, both monetarily and in terms of reduced costs. 

Businesses can earn carbon credits that can be traded on local or global markets when they switch to cleaner 

energy sources or implement energy-efficient operations. A manufacturing facility that installs energy-efficient 

equipment, for instance, might cut operational expenses and make money by selling carbon credits. Industries are 
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strongly encouraged to embrace greener methods due to the double benefit of cost savings and greater income. 

Additionally, carbon credits provide a versatile and affordable means for businesses to move toward more 

sustainable practices by assisting them in meeting their carbon emission compliance obligations. Integrating 

carbon credits into industrial frameworks can further enhance environmental and economic growth, which is a 

win-win for India's green economy goals. 

❖ Advancement of Eco-Friendly Technologies and Innovation 

Particularly in the field of environmentally friendly technologies, carbon credits are a key motivator of innovation. 

Carbon credit systems allow for the monetization of emission reductions, which in turn encourages investment in 

renewable energy, energy-efficient technologies, and sustainable practices across all industries. For instance, solar 

power projects in India have the potential to generate carbon credits, which makes them more appealing to 

investors from a financial standpoint. Through the provision of a framework for the acquisition of carbon credits 

through emission-reduction projects, the Clean Development Mechanism (CDM) has already made it possible for 

India to make considerable investments in renewable energy. In a similar vein, carbon credits are beneficial to 

waste management technologies such as waste-to-energy and biogas facilities, which in turn encourages the broad 

adoption of environmentally responsible trash disposal options. Additionally, the expansion of the market for 

carbon credits encourages the development of additional technologies, the scaling up of clean energy solutions, 

and the reinforcement of India's transition towards a green economy. 

❖ Alignment with Global Climate Goals 

India's influence in worldwide climate action is bolstered by its active engagement in global carbon credit 

schemes, like the Kyoto Protocol and the Paris Agreement. In addition to achieving its own sustainability targets, 

India is helping the international community reduce emissions by producing and trading carbon credits. Because 

the carbon credit system provides a financial and ecological incentive for emission-reducing actions, this 

involvement bolsters India's aim to attain net-zero emissions by 2070. There can be a positive feedback loop of 

environmental development when the money made from carbon credits is put into more sustainable projects. By 

participating in carbon credit schemes, India improves its image as an advocate for environmental sustainability 

on a global and national scale, while also coordinating its economic development with worldwide efforts to combat 

climate change. 

3. Policy Implications and Recommendations 

The efforts that India is making to tackle climate change and meet its goals of reducing emissions are currently at 

a crucial crossroads. Implementing comprehensive policy measures is necessary in order to strengthen the carbon 

credit system, which is of utmost importance. The following is a list of important policy ideas that can be 

implemented in India to improve the efficiency of carbon credit systems: 

❖ Regulatory Framework Development 

India must establish uniform and transparent rules for carbon credits. In addition to covering the necessary legal 

requirements for organizations and businesses to take part in carbon credit schemes, this can encompass 

comprehensive rules for the creation, tracking, and exchange of carbon credits. It may be necessary to form a 

national-level organization to monitor the execution and adherence to these regulations. Harmonization of 

regulations among states is necessary to prevent inefficiency and ambiguity. Carbon credit certification could be 

standardized by a governing body, leading to uniformity and less bureaucratic red tape. For smaller businesses in 

particular, streamlining the certification and verification procedure would make it much more accessible. More 

people would be willing to participate in the carbon credit market if the paperwork was simplified and reporting 

was made more flexible. 
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❖ Market and Trading System Enhancement 

In order to establish a vibrant carbon trading market, India ought to construct an online carbon trading platform 

that is transparent and provides buyers and sellers with an easy channel via which they may exchange carbon 

credits. The market would experience increased liquidity as a result, which would support price stability. 

Additionally, India ought to establish transparent regulations for the pricing and trading of carbon that are in 

accordance with international standards. Among these measures is the implementation of a price floor or ceiling 

mechanism, which is put in place to prevent high price speculation and volatility. Additionally, the implementation 

of a carbon pricing benchmark would give investors and participants in the carbon market with a greater degree 

of certainty. In addition, fostering the growth of secondary markets for carbon credits would make it possible for 

numerous entities to engage in the trading of credits, which would contribute to the expansion of market depth 

and stability. The participation of additional organizations would also be made possible as a result of this fact. 

❖ Incentivizing Private Sector Participation 

The government might incentivize businesses to participate in carbon credit projects by offering them tax breaks 

like credits or deductions. Furthermore, carbon reduction initiatives, particularly those involving energy efficiency 

or renewable energy, could benefit from subsidies to ease the initial financial strain. Organizations that engage in 

activities that generate carbon credits could potentially be offered grants or low-interest loans by the government. 

Small and medium-sized businesses (SMEs) would benefit greatly from this because they have a harder time 

getting money for sustainability projects. The Indian government is considering establishing carbon credit 

purchase agreements with private companies for the long term. There would be less market volatility and more 

investment in emission reduction initiatives if businesses knew they could sell their carbon credits to a guaranteed 

market. 

❖ International Cooperation 

The system of carbon credits that India uses ought to be in accordance with international agreements, such as the 

Paris Agreement, and should integrate standards that are recognized all over the world. The credibility of India's 

carbon credits will be improved as a result of this, and they will be permitted to be traded on international markets. 

In order to connect its carbon credit market with international carbon trading systems, India ought to investigate 

the possibilities that are available. Businesses in India would get access to a bigger market as a result of this, 

which would increase their ability to trade credits on a worldwide scale. The government has the ability to 

collaborate with organizations such as the United Nations Framework Convention on Climate Change (UNFCCC) 

in order to formulate guidelines for the integration of these elements. By linking itself with international carbon 

markets, India will be able to gain access to climate money from wealthier nations that are required to reach their 

emission reduction objectives in accordance with the Paris Agreement. The implementation of further carbon 

credit projects in India would be facilitated with the assistance of this funding. 

❖ Public Awareness and Education 

It is critical to launch awareness programs aimed at businesses, industries, and lawmakers in order to inform them 

on the methods and benefits of carbon credits. As part of this effort, we may create detailed rules for companies 

to follow when participating in carbon credit schemes and arrange for seminars, webinars, and workshops. 

Environmental sustainability, including the idea of carbon credits, might be incorporated into Indian school 

curricula as a means of generating grassroots awareness. As a result, the next generation will be better equipped 

to comprehend the significance of lowering carbon emissions and the operation of carbon markets. To get the 

word out about carbon credits and how they can help fight climate change, a media campaign could be started on 

a national scale. Social media and user-friendly websites that explain the carbon credit market and how companies 

and individuals can join it are other great ways to get people involved. Organizations and local governments who 

spearhead efforts to educate businesses and the public about carbon credits and sustainability practices may be 

recognized or incentivized financially by the government. 

http://www.ijps.in/


International Journal of Professional Studies                                http://www.ijps.in 

 

(IJPS) 2026, Vol. No. 21, Special Issue 3           e-ISSN: 2455-6270 p-ISSN: 2455-7455 

 

155 

Presented in National Seminar on "Vikasit Bharat @ 2047: The Strategies and Challenges" on 8-9, January 2026, 

Nagarjuna Govt. College (A), Nalgonda, Telangana. 

4. Conclusion 

In order for India to achieve sustainable development, it is essential for the country to effectively manage its 

resources and environment. In addition to helping the environment, lowering the threat of climate change, which 

can have a negative impact on natural resources such as land and water, can be accomplished by reducing the 

intensity of greenhouse gas emissions through ways such as improving energy use efficiency and encouraging the 

use of renewable sources of energy. As a result, this can have an impact on food security and pose a threat to 

sustainability. Since its inception, India's carbon credit market has been an indispensable instrument for striking 

a balance between economic expansion and environmental preservation. It has been proved that the nation is 

committed to lowering emissions of greenhouse gases through its active engagement in carbon credit schemes, 

particularly through initiatives that are part of the Clean Development Mechanism (CDM). India's position in 

global climate action has been strengthened as a result of the large contributions that have been made to the 

generation of carbon credits through projects involving renewable energy, afforestation, waste management, and 

energy efficiency. Although these accomplishments have been made, there are still a number of obstacles to 

overcome, including as legislative gaps, verification complexity, market volatility, and worries over sustainability. 

Addressing these difficulties calls for the establishment of a single regulatory framework, the simplification of 

verification procedures, and the improvement of market stability. Additionally, when it comes to expanding 

carbon credit schemes, improved awareness and participation from the commercial sector are both vital 

components. As we move forward, India ought to prioritize the building of its domestic carbon market, the 

incorporation of best practices from around the world, and the promotion of innovation in environmentally 

friendly technologies. Through the utilization of governmental support, financial incentives, and international 

cooperation, India has the ability to improve the efficiency of carbon credit mechanisms, so contributing to the 

advancement of both the economy and the environmentally conscious. India will not only be able to fulfil its 

climate goals with the assistance of a carbon credit system that is well-structured, but it will also be able to 

establish itself as a global leader in sustainable development. 
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