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Abstract

With 23 vears of suecessful community forestry experience. Nepal now stands as o model of such
approaches i resouree management paradigm. The Kyoto Protocol has permitied afforestation
and reforestation activities for the flest comminment period (2008-2012) Sor carbon trading under
the Clean Development Mechanism (COM). CDM is the only mechanism that Jarges partnership
henveen the industrialised and developing countries in taking collective action for miticating
anthropogenic greenhouse gay emissions, while meeting the sustuinable development objectives as
stated in Artiele 12 of the Protocol. However, this flexible mechanism 1l deite renders community
forestry (CF) as ineligible. Studies have revealed that carbon stored in community: foreses can also
he considered as non-rimber forest products, which when traded in emerging global carbon market,
have the potential 1o bring additional benefits 1o the peaple in the form of fncome. This paper
inteids 10 share the exisiing information and status on prospects and challenges in bringing the
Nepali CF under the CDM of the Kvoto Protocol regime.
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1. The Kyoto Protocol

The text of the Framework Convention on Climate Change was adopted at the United Nations in
1992 and opened for signature at the Earth Summit in Rio de Janeiro in the same year. The
objective of the Framework Convention was to achieve stabilisation of the greenhouse gas (GHG)
concentrations in the atmosphere at a level that would prevent dangerous anthropogenic
Mterference with the elimate system through the adoption of a Protocol. The text of the Kyoto
Protocol 1o the United Nations Framework Convention on Climate Change (UNFCCC) was
adopted at the third session of the Conference of the Parties to the UNFCCC in Kyoto, Japan, in
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1997. Till April 2004, 84 Parties have signed and 122 Parties have ratified or acceded to the Kyoto
Protocol. Nepal is a signatory of the UNFCCC but has yet to ratify the Kyoto Protocol. The
UNFCCC and the Kyoto Protocol have become globally high profile policies with political
importance as GHGs are embedded in every economic and development activity.

The UNFCCC specifies six guiding principles. among which right to sustammable development is the
one explicitly mentioned. which is linked to guiding the objective in the path of sustainable
development. The nature of climate change being multifaceted in relationship with climate,
environment, economie, political, institutional, social and technological processes: such extensive
complexity is dealt within the broader societal goals of sustainable development (Banuri and
Weyant, 2001). .

This Protocol in essence is a binding commitment established by the Parties to the UNFCC in
December 1997 (UN, 1997: UNFCCC, 1997). The commitment consists of a set of legally binding
emission targets for the industrialised (Annex 1) countries (all other developing countrics are non-
Annex | countries). These targets amount to a total reduction of 5% from the 1990 levels by 2008-
2012 among all Annex | countries. The Protocol has devised three flexible mechanisms to enable
compliance with the commitment in the form of articles that provide a framework for co-operative
GHG emission reduction activities between different parties, which are as follows: Article 6 on
Joint Implementation (J1), Article 12 on the Clean Development Mechanism (CDM) and Article 17
that facilitates Emission Trading (ET). Article 12 on the CDM is the only activity where developmg
countries like Nepal can participate in the collective action for emission reduction. Hosting of CDM
projects is limited to non-Annex | countries and Certified Emission Reduction (CER) credits are
purchased by the Annex | countries. Likewise, non-Annex | members cannot participate in JI and
ET mechanisms.

1. The Clean Development Mechanism (CDM)

Article 12 of the Kyoto Protocol on CDM has the following dual objectives of assisting non-Annex
I countries in achieving sustainable development and assisting Annex | parties in achieving
compliance with their quantified emission limitation and reduction commitments (UN, 1997,
Aukland er al., 2002; Sutter, 2003)

Institutional capacity building and technology transfer are the means of encouraging sustainable
development in non-Annex | countries whereas abatement projects in non-Annex | countries are the
means of enabling Annex | countries to meet part of their commitment in a cost-effective way for
fulfilling the second objective (Sijm et al, 2000). Because developing countries have no
commitment under the Kyoto Protocol to reduce their GHG emissions, they may implement
activities for reducing GHG, such as hosting CDM compatible projects in two main sectors i.e. a.
energy: and b. land use and land use change and forestry.

Portential benefits of the CDM

CDM has several benefits due to its innovativeness and inclusion of developing countries to
collectively mitigate GHG emissions. Article 12 of the Protocol in the Marrakesh Accord creates an
innovative international baseline and credit trading scheme which simultaneously contributes o
sustainable development of the participating non-Annex | countries (UNFCCC, 2001). This is based
on the assumption that CDM should not only benefit Annex | countries in achieving emission
abatement commitments at a low cost, but also cater to the sustainable development needs of
developing countries.

By creating markets for CERs, it can generate private sector investment from Annex [ parties
towards climate-friendly projects that may not have taken place otherwise (Yamin and Depledge,
2004) or that are accorded low priority in developing country’s development agenda. Market-based
CDM can be used to accrue economic incentives for conservation related activities in developing
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countries. Viewing the faet that public sector spending on conservation is experiencing global cut
backs, CDM could be viewed as a promotional agent for the conservation activities, especially in
the resource=searce developing world. Due to this unique market linkage. the UNFCCC has added
more weight and higher profile globally than the Convention on Biological Diversity (CBD) which
has not garnered the same level of interest in political and private sectors (Koziell and Swingland.
2002). CDM has drawn greater attention and raised higher expectations amongst the three
mechanisms as it is a eritical component of the treaty that can be regarded as catalyst in bridging the
gap between industrialised and developing countries (Baumert e al., 2000). In addition to deriving
payments from CERs, developing countries also gain from the technology transferred, including
knowledge and experience transferred from the industrialised to developing countries (Sijm ¢f al..
2000).

Another innovative aspect of the CDM is that it sets aside a portion of the proceeds from CER
trading which is deposited in the CDM registry. This fund is to be utilised to assist adaptation
projects in developing countries vulnerable to adverse climate change effects and to cover CDM
associated administrative expenses.

Conditions for COM

The CDM has numerous potential benefits. also there are strict criteria making CERs real and
additional. 1f CERs are exaggerated, it will lead to transfer of cxaggerated CERs to Annex 1
countries. which would increase the global GHG emission levels to above the Kyoto threshold.
rendering the whole mechanism counter-productive. Projects are scrutinised very closely and
stringent criteria are set for projects to qualify, including a timeframe for emission reduction
activities within the budget period of 2008-2012, known as the first commitment period, so that
emission reduction credits are authentic and credible. However, GHG emission reduction achieved
can be banked from the beginning of 2000 and till the budgeted period for CDM activitics. Box 1
highlights the conditions to be fulfilled for qualifying CDM.

Activities permitted in the forestry sector under CDM

The CDM is based on two approaches 1o assist developing countries. The first is reducing emission
in the energy sector and the second is sequestrating CO,; the latter also known as sink projects
(Aukland ef al.. 2002). Two major categories that qualify forests as sink projects are afforestation
and reforestation (AR). Forests are defined as a minimum area of land of 0.5 to 1.0 ha with crown
cover =1 0% (Smith and Scherr, 2002).

‘Afforestation® is the direct human-induced conversion of land that has not been forested for a
period of at least 50 years to forested land through planting, seeding and/or the human-induced
promotion of nawral seed sources. ‘Reforestation” is the direct human-induced conversion of non-
forested land 1o forested land through planting, seeding or human-induced promotion of natural
seed sources. on land that was forested but that has been converted to non-forested land. For the
first commitment period (2008-2012), reforestation activities will be limited to reforestation
occurring on those lands that did not contain forest on 31st December 1989.

3. Community forestry and the Nepalese context

Community forestry in Nepal evolved overtime as a shift in natural resource management paradigm
with strong livelihood orientation. The Forest Act, 1993 and Rules, 1995 have strengthened the role
of community in sustainable forest management and conservation of biological resources. Research
has shown that degraded forests handed over by the government to community forest user groups
(CFUGSs) have improved under community management over time (Malla, 1997: Jackson and
Ingles, 1994).

In addition to carbon sequestration, forests maintain hydrological cycle and ecosystem vitality.
Forests provide watershed protection, habitat for biodiversity, source of energy and livelihood to
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the people dependent on forests as well as being widely marketed for promoting eco-tourism. Such
forest benelits are termed by most authors as environmental or ccological services (Bishop and
Landell-Mills. 2002). In general. forest resources utilised by communities under sustainable
management practices can be of perpetual use and when using biomass energy from such sources.
there is no net atmospheric CO, emission as CO, released during combustion is compensated by
those sequestered during growth of biomass (Watson eral., 1996).

Box I: Conditions for CDM by Auckland er af. (2002)
. Enussion reduction activities in the energy sector and afforestation. and reforestation activities in
LULUCFE sector must have taken place only alter 31" December 1989.

(8]

Projects must result in real. measurable and long-term emission reductions, as certified, by a third-

party agency (“operational entities” in the language of the convention). The carbon stocks generated

by the project need to be sceured over the lohg term (a point referred 1o as “permanence’), and any

future enuissions that might arise Irom these stocks need o be accounted (o,

3. Emission reduetions or sequestration must be additional 10 any that would vecur without the project.
They must result in a net storage of carbon and therefore a net removal of carbon dioxule from the
atmosphere. This is called “additionality” and is assessed by comparing the carbon stocks and lows of
the project activities with those that would have occurred without the project (its *baseline’). For
example, the project may be proposing to afforest farmland with native tree species. increasing its
stocks of carbon. By comparing the carbon stored in the ‘project’ plantations (high carbon) with the
carbon that would have been stored in the ‘baseline” abandoned farmland (low carbon) it 1s possible
to calculate the net carbon benefit. There are still a number of technical discussions regarding the
interpretation of the “additionality” requirement for specific contexts:

4. Projects must be in line with sustainable development objectives, as defined by the government that is
hosting them,

5. Projects must contribute to biodiversity conservation and sustainable use of natural resources,

Only projects starting from the year 2000 onwards will be eligible.

7. Two percent of the carbon credits awarded to a CDM project will be allocated to a fund 1o help cover
the costs of adaptation in countries severely affected by climate change (the “adaptation levy’). This
adaptation fund may provide suppert for land use activitics that are not presently eligible under the
CDM, for example conservation ol existing forest resources.

8. Some of the proceeds from carbon credit sales from all CDM projects will be used to cover
administrative expenses ol the CDM (a proportion still to be decided),

9. Projects need to select a crediting period for activities, either a maximum of seven years that can be
renewed at most two times, or a maximum of ten years with no renewal option.

10. The funding for CDM projects must not come from a diversion of official development assistance
(ODA) funds.

11, Each CDM project’s management plan must address and account for potential leakage. Leakage is the

unplanned, indirect emissions of CO,. resulting from the project activities. For example, if the project

involves the establishment of plantations on agricultural land, then leakage could oecur if people who
were farming on this land migrated to clear forest elsewhere.

CFUGs are all important local institutions for resource management and are proving to be effective
in many development works, i.e. they have been increasingly involved in village infrastructure
building such as schools, drinking water schemes, irrigation, and trails. A preliminary assessment
conducted in the country has shown that about 61% of the national forest, i.c. about 3.5 million ha.
can be handed over to CFUGSs as community forests (Tamrakar and Neilson, 1991). As of July
2004, nearly a million (1.088,640) ha of national forests have been handed over to more than
13,310 CFUGs. These CFUGs cover about 35 percent of the total houscholds of Nepal. Most of the
forests handed over are rehabilitated and regenerated by the local people, and some could even meel
the CDM criteria as they are today. especially those afforested or reforested after December 31
1989. A detailed assessment could help in assessing the total number of community forests that can
qualify as a sink project under the CDM; though most may not in the current context.
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