Bolivia

Noel Kempff Climate Action Project

Summarized by Camille Bann / IIED from works by P. May, E. Boyd, F. Vega and M. Chang

This project illustrates payment for carbon sequestration services.

Background

The Noel Kempff Mercado Climate Action Project (NKMCAP) in Bolivia was established in the 1990s as part of the United States Initiative on Joint Implementation (USIJI) pilot phase. The project aims to promote carbon sequestration, biodiversity enhancement, and local benefits. It seeks to avoid carbon emissions through forest conservation, the monitoring of indemnified logging companies (Indemnified logging companies are those that receive compensation for practicing sustainable forest management), and community assistance in sustainable agriculture and forest management. The project includes a forestry program and a community development program. The NKMCAP has been at the center of international debate on whether to include certain land use activities in international climate agreements. However, in light of the March 2001 U.S. withdrawal from the Kyoto Protocol and the exclusion of avoided deforestation from the CDM, the initial enthusiasm has waned somewhat.

The Noel Kempff Mercado Park has almost doubled in size since the inception of the project and now comprises 1,523,446 hectares of diverse lowland and upland forests. By avoiding and reducing greenhouse gas emissions from logging and agriculture it is expected to lock-in up to 7 million metric tonnes of carbon (t/C) over 30 years at a cost of US$1.00 t/C. It is also argued that the project will contribute to a reduction in the pace of deforestation in this frontier area. The project developed an offset-sharing system that provides 49 percent of the offset credits to the Government of Bolivia, 49 percent to the industry contributors, and 2 percent to American

Electric Power (AEP), the lead investor, as a project development "bonus." The government is required by contract to spend the proceeds from the sale of offset credits on park management activities in Noel Kempff and throughout Bolivia, and on other biodiversity preservation activities. The environmental benefits associated with the project therefore appear to be encouraging.

Financial arrangements

There have been many actors involved in the development of the project including private sector investors, international and local NGOs, local government, and communities. The Nature Conservancy and a consortium of companies including AEP, with the Bolivian government, acquired logging concessions, in order to reduce deforestation, thereby reducing carbon emissions. The project provides funds and support to the Joint Implementation (JI) Office in Bolivia, and the park administration is financed through an endowment fund administered by the Nature Conservancy.

As part of the project, in 1998 an incentive credit and rotational fund was established to give credits to community members who undertook changes in land use practices and activities that reduced carbon emissions. These included the planting of economically useful palm species, agroforestry model farming, substitution of beef cattle with dairy cows, and ecotourism and small business initiatives. The average amount of credit provided was under US$200. The uptake was poor and the sense of indebtedness large at the end of the project cycle. Reasons for this include a lack of capacity, a lack of understanding of the repayment system, and a lack of enforcement for repayment. The organization of the credit committee and the management of funds proved difficult with corruption occurring in at least one of the communities. When the loans were exhausted it was expected that carbon credits would help support the Park and provide financial assistance to the communities to avoid carbon leakage effects. However, the issue of direct credit distribution at the community level was not considered in the formal project design.

The adoption of more sustainable agricultural practices was poor due to limited technology transfer and a limited understanding of the concepts of leakage and conservation. Communities felt that the changes introduced were not compatible with local practices, and thus gave them a low priority. For example, the income generated by small-scale production of diary products or hens was not generally considered sufficient, and people expressed a need to generate income from "real activities" such as forestry, fishing, and tourism.

In hindsight it is possible to conclude that the provision of cash incentives was not the best choice given that the community functions through a barter and trade system of goods and services. Besides the fundamental problem of introducing credit into a barter economy, the incentives were focused on agricultural activities that affected the poorest members, yet the richer community members, who could take larger loans, chose to invest in activities unrelated to agriculture, such as shops and bakeries. Other reasons for the lack of success included high rates of loan default; limited employment generation alternatives; limited uptake of technology transfer; perception that the project caused job loss by removing timber activity; loss of financial resources due to an agreed period of fishing ban to allow for the preparation of a fish management plan; deterioration of roads formerly maintained by logging companies, which led to increased transport expenses; and the lack of enforcement of penalties.

Project lessons

· The project design was not sufficiently clear and inclusive of local partners. A clear set of guidelines for evaluating the social impacts of carbon projects needs to be devised or adapted to the specific context by communities and the national government.

· The case study illustrates that multiple-level projects might encounter barriers owing to the complexity of bringing together the multiple interests of investors, governments, and NGOs.

· The project had unclear carbon, conservation, and development links. Clarification of how activities will contribute to carbon sequestration was needed. These activities should represent realistic opportunities for communities and be based on in-depth knowledge of the community livelihood strategies.

· The rights and responsibilities of the communities in relation to the rules established by park authorities and the project were not clear. In terms of the community it is recommended that local rules and dynamics be incorporated into project activities and clear rules be conveyed using information and awareness-raising through community outreach.
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