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FOREWORD

The Clean Development Mechanism (CDM) under the Kyoto
Protocol is flawed in its design because it provides a means
for industrialized countries to buy their way out of their
responsibility by supporting projects in the South. In other
words, earn carbon credits to gain the license to pollute! The
CDM has also been termed as the ‘Cheap Development
Mechanism” cheap not only because itis cheaper to invest
in projects in the South, but cheap because it offers
incentives but does not deal with the real problem of
reducing global carbon emissions.

Yet, CDM has come to stay because of its lucrative
implications. Already India hosts the second largest number
of CDM projects registered after China.

This study was undertaken to present a grassroots view on
the implementation of CDM Projects and therefore
challenge the current structure and functioning of the CDM.
Considering that the CDM is meant not only to help
countries in the North to meet their targets of reducing
carbon emissions but to assure sustainable development, it
is crucial that we address the question of how sustainable
development is conceived and how projects relate to this
objective of CDMs?

The study while providing an overview of CDM in India
assesses seven projects in the tribal heartland of India. It
explores the perceptions of those impacted by CDM. Most of
us are aware that except for a handful, CDM projects are

almost entirely owned and controlled by the for -profit
sector. It is worth exploring whether in the greed for profit
the objective of sustainable development has been
compromised, and if so how, and to what extent?

The more difficult question is that, if carbon trading
continues, how do we create opportunities and niches,
where sustainable development is safeguarded, not only as
a notional principle but also in the actual code of conduct of
the project proponents. Because, if in a business as usual
scenario, CDM projects do not address life and livelihood
issues of the marginalised then there is little meaning in
having ‘sustainable development’ as its core objective. The
study seeks to view the current situation and its implications
for the communities. In this light it posits the ways in which
we need to restructure CDM to benefit the poor concretely.

CDM cannot and must not be allowed to continue in its
current form and process! The COP 15 at Copenhagen is a
huge opportunity to pave the way for a future that belongs
to us all, not only those in power and the minority rich. It is
an opportunity to envision a new paradigm of development.
This is an earnest appeal to the delegates, decision makers
and all of civil society to reset the misplaced priorities and
right what has gone horribly wrong.

Dr {(Ms.) Nafisa Goga D'Souza

Executive Director, Laya, November 27, 2009
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CDMFORSUSTAINABLBEVELOPMEIP A FEOPL& PERSPECTIVE

CDMFORSUSTAINABLEDEVELOPMEN? - A FEOPLES PERSPECTIVE

with their emission reduction commitments, the purpose of 3
the CDM, is that it must assist developing countries in

achieving sustainable development, while also contributing

to stabilization of greenhouse gas concentrations in the

atmosphere.

Hence, CDM has the twin objectives: to achieve Sustainable
Development (SD) in host countries, and assist Annex-1
countries in achieving their emission reduction targets in an
environment friendly and cost -efficient manner.

The Indian Government is promoting the CDM in its current
form as it is a lucrative source of funds for the country. A
large majority of the projects are undertaken by private
companies. But the question that arises is whether these
RATIONALE companies, deriving benefits from the CDM are really
involved in sustainable development of the local
communities, where the projects operate? To what extent
have the communities benefitted by the CDM projects in
their vicinity? This needed a reality check. The study was the
outcome of this concern.

The Clean Development Mechanism (CDM) is an
arrangement under the Kyoto Protocol allowing industrial-
ized countries with a greenhouse gas reduction commit-
ment (called Annex 1 countries) to invest in projects that
reduce emissions in developing countries as an alternative
to more expensive emission reductions in their own This study has examined in particular the nature of
countries. Apart from helping Annex 1 countries to comply sustainable development addressed by CDM projects in
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India. It examines and interprets people’s perception on
CDM projects and presents significant policy recommenda-

tions necessary for CDM projects to achieve their sustainable

development obligations.

OBJECTIVES

} To acquire an overall perspective of CDMs in India;

} Toundertake a primary assessment of CDM project sites in
tribal areas with a focus on community perception;

} To recommend alternative measures for pro-poor community
based CDM projects.

METHODOLOGY

DEsSkSTuUDY OF CDM RROJECTS

A Desk Study was undertaken of CDM Projects in India
registered under the UNFCCC. This entailed a content
analysis of Project Design Documents (PDD), containing
general and specific details of the project activity with
respect to the following indicators:

Status of projects;
State-wise distribution;
Typology of projects;

CDM project size;

[ L SV e

Project proponents;

} Transfer of Technology.

CASESTUDIESOF CDM RROJECTS

Case studies of seven ‘typical projects were undertakenin
the tribal populated belt of four States: Andhra Pradesh,
Orissa, Jharkhand, Chhattisgarh. The CDM projects that have
already been initiated were selected and analysed based on
the following parameters for sustainable development to
determine the manner in which they have contributed to
sustainable development:

} Sustainable Development Indicators by the Government of
India;

} Sustainable Development indicated in the Project Design
Document (PDD)s of the CDM proponents;

} Nature of implementation observed during site visits.

The Government of India or the Designated National
Authority (DNA) which is the body for interim approval of
CDM projects has developed four sustainable development
indicators: social well being, economic well being,
environmental well being and technological well being (See
Chapter 2 for more details). Moreover, every PDD contains
specifics on sustainable development sought to be achieved
through the CDM Project initiated. Both these aspects were
taken into consideration when analysing the project sites.



STE SELECTION

The selection of the projects was based on the following
criteria:

}  Geographical location (projects were selected in areas that
have a substantial local tribal population, with some projects
established in the Scheduled Areas);

} Typology of projects: energy efficiency/waste heat recovery/
large hydro/biomass -waste to energy/social forestry;

} CDM project size: large/small;

}  Project proponents: private/public/government.

DATA COLLECTIONAND SOURCES

} Information gathered from the PDDs;

}  People's perception: focused group discussions and interviews
with community representatives:

*  The current sarpanch of the villages surrounding the site, and
the sarpanch present during the stakeholder meetings carried

out by the CDM proponent;

* Residents of predominantly tribal colonies or settlements near

the project site;

*  Farmers/cultivators in the case of biomass based or

afforestation/reforestation projects.
*  Villagers residing near the project site

*  Trade union representatives

CDMFORSUSTAINABLBEVELOPMEIP A FEOPL& PERSPECTIVE

COMPANYREPRESENTATIVES

¢  Public Relations or Operational heads of companies carrying
out the CDM

¢ Employees of the company carrying out the CDM

* Biomass contractors supplying to the project in case of

renewable energy projects

} Personal Observation

SGNIFICANCEAND LIMITATIONS

This study is significant with respect to being one of the few
studies which critically assesses CDM projects with respect
to sustainable development of tribal communities. However
the sample of the study is limited to 75% of a desk study of
the total CDM projects registered under the UNFCCC as of
November 2009 and site visits to eight CDM projects in the
central tribal belt of India. However with these initial
insights, this study concludes with recommendations in
favour of “community based CDM projects”. ltis expected
that the recommendations from the study will help in
influencing policies related to CDM at the national as well as
the international level, more so before the new climate
regime is in place beyond COP 15.
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OVERALLPERSPECTIVBEFTHE C_LEAN DEVELOPMENTECHANISM

The Clean Development Mechanism (CDM), defined in
Article 12 of the Kyoto Protocol, allows a country with an
emission-reduction or emission -limitation commitment

under the Kyoto Protocol (Annex B Party) to implement an
emission-reduction project in developing countries. Such
projects can earn saleable certified emission reduction (CER)
credits, each equivalent to one tonne of CO2, which can be
counted towards meeting Kyoto Protocol targets.

PurPOSEOFCDM

According to Article 12 of the Kyoto Protocol “The purpose
of the clean development mechanism shall be to assist
Parties not included in Annex 1 in achieving sustainable
development and in contributing to the ultimate objective

of the Convention, and to assist Parties included in Annex 1
in achieving compliance with their quantified emission
limitation and reduction commitments under Article 3",

OPERATINGDETAILSOFCDM

A CDM project must provide emission reductions that are
additional to what would otherwise have occurred. The
projects must qualify through a rigorous and public

Kyoto Protocol sets binding targets on Annex 1 (developed)
countries to limit their emissions below 1990 levels by 5.2%
during the accounting period 20a812. CDM is one of the
flexible mechanisms contained in the Kyoto Protocol to
assist Annex | countries to achieve their targets.-Nonex

1 (developing) countries that have ratified the protocol are
eligible for CDM projects. India is a party to the UNFCCC
and is therefore eligible for CDM projects.

registration and issuance process. The approval is given by
the Designated National Authority (DNA). Public funding for
CDM project activities must not result in the diversion of
Official Development Assistance (ODA).

The mechanism is overseen by the CDM Executive Board,
answerable ultimately to the countries that have ratified the
Kyoto Protocol.

Operational since the beginning of 2006, the mechanism
has already registered more than 1,870 projects and is
anticipated to produce CERs amounting to more than 2.9
billion tonnes of CO2 equivalent in the first commitment
period of the Kyoto Protocol, 2008 —2012.

* The analysis in this section is based on UNFCCC listing of projects and the documents sited on the www.unfccc.int site



THEPROJECIPROCESS

An industrialised country interested to gain credits from a
CDM project must first obtain the consent of the developing
country hosting the project (the project proponent)

ensuring that the project will contribute to sustainable
development. Then, using methodologies approved by the
CDM Executive Board (EB), the applicant (the project
proponent) is required to show that the carbon reductions
would be beyond a business as usual scenario (establishing
additionality) in a detailed project report called the PDD
(Project Design Document). A baseline estimating the
current emissions and the future emission reductions has to
be estimated. The project is then validated by a third party
agency, called a Designated Operational Entity (DOE), to
ensure the project results in real, measurable, and long-term
emission reductions. The EB then decides whether or not to
approve the project. If a project is registered and imple-
mented, the EB issues credits, called Certified Emission
Reductions (CERs), commonly known as carbon credits,
where each unit is equivalent to the reduction of one metric
tonne of CO2 or its equivalent.

INSIGHTSFROMTHE DESKSTUDY

STATUSOF CDMPROJECTSN INDIA

India has the second largest CDM projects registered
accounting for 25.77% of the world’s total of 1870 projects.
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TOTAL

STATE

ASSAM

BIHAR

DELHI

GUJIARAT
HIMACHAIPRADESH
KARNATAKA
MADHYAPRADESH
PONDICHERRY
PUNJAB
RAJASTHAN
SKKIM
TAMILNADU
UTTARPRADESH
UTTARANCHAL
MAHARASHTRA
WESTBENGAL
CHHATTISGARH
ANDHRAPRADESH
ORISSA
JHARKHAND

GoA

KERALA

ESTIMATEDREDUCTIONS
(TONNE®FC02)

418850.00
4576821.00
3072208.00
104665010.00
8361844.00
30979184.90
9443110.00
433470.00
13078854.00
46063943.00
4659610.00
28400071.00
19753073.00
1246116.00
15222885.00
428996096.00
15371739.71
12578140.00
3672314.00
1515355.00
1123570.00
622750
754255014.6
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There are 461 registered CDM projects as of Novem-
ber 2009 which span across 22 states and Union
Territories in India. However, it is to be noted that the
National CDM Authority (NCDMA) in India has
accorded Host Country Approval to 1226 projects as
on July 2009 facilitating a possible investment of more
than Rs1, 51, 3.97 billion.

Out of 461 registered CDM projects in India until
November 2009, this study has looked at 353 projects.
It is estimated that all the 353 projects would result in
reducing 754255015 tonnes of CO2 equivalent and
hence these many Certified Emission Reductions -
CERs (1 ton of CO2 equals 1 CER) within differing time

periods. STATEWISEDISTRIBUTIONFCDM ROJECTSSOFJULY 2009
) . STATE Nos STATE Nos
The tonnes of (?02 reductlon. mean the equaler.n VNG 42 CHEEA 10
amount of credits generated in developed countries. KARNATAKA a1 MADHYAPRADISH 8
From the Indian perspective each tonne of CO2
reduction will result in resources coming into the ANDHRAPRADISH 41 BHAR 3
country . At a conservative price of US $ 10 per CER, it JTTARPRADISH 34 HARKHAND 3
. . TAMILNADU 32 DELHI 2
corresponds to an overall inflow of approximately US
$7.54 billion in th t CHHATTISGARH 28 PONDICHERRY 2
' tion in the country. GUJARAT 26 UTTARANCHAL 2
STATE WISE DISTRIBUTION OF CDM FROJECTS ~ RAJASTHAN 2 e 1
PuNJAB 20 SKKIM 1
More than one third or 124 approved CDM projects WESTBENGAL 17 GoA 1
are located in just three states: Maharashtra, HIMACHAIPRADISH 14 KERALA 1

Karnataka and Andhra Pradesh. These are followed by TOTAL 22STATES 353CDM ROJECTS



