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An Update on the World Bank’s
Experimentation with Soil Carbon

PROMISE OF KENYA AGRICULTURAL CARBON PROJECT REMAINS ELUSIVE

Two years after the launch
of the Kenyan Agricultural
Carbon Project (KACP), the
World Bank and FAO are
pushing for an expansion
of the program despite
unclear benefits to farmers
and a history of dubious
promises. The program, its
deep flaws, and the process
by which it was “endorsed,”

must be reassessed.

At the first Hague Conference on Food
Security, Agriculture and Climate
Change in November 2010, the World
Bank launched its first agricultural soil
carbon project in Africa. The Kenya
Agricultural Carbon Project (KACP) has
been promoted as a “triple win” for miti-
gation, adaptation and increased crop
yields. It has been used by the World
Bank and others to convince devel-
oping country governments that this is
the right approach to attract urgently
needed finance for both adaptation
to climate change and agricultural
development. The World Bank issued a
press release at the time stating, “the
direct benefit to local communities is
over $350,000, with an initial payment
of $80,000 to be made in the first year,
2011.” Even beyond the funding, a key
objective of the Bank’s BioCarbon Fund
through such projects is to “inform the
debate on opportunities and challenges
for operationalizing GHG mitigation
operations in the agriculture sector.”

Yettwoyearsafteritslaunch, anylessons
the Bank has learned from the project
remain obscure. The two implementa-
tion-related World Bank documents® on
the Kenya Project contain little informa-
tion about its development. And neither
the Bank nor the FAO have held an open
public consultation on the merits of this
approach for small farmers and food
security. Yetin the second Global Confer-
ence on Food Security, Agriculture and
Climate Change held in Vietnam 3-7
September with developing country
governments, the World Bank, along
with the FAO, once again promoted the
“scaling-up” of this approach.

The concept note for the World Bank
BioCarbon Fund’s third tranche outlines
a plan to develop a trading scheme
centered on full landscape accounting
(which would broaden this approach to
include agriculture and forestry) and
expand the types of agriculture credits
that canbe included in carbon trading. It
is no coincidence then, that the Vietnam
agenda featured these issues promi-
nently. The Bank, in its conflicting roles
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as carbon broker and policy advisor
for “climate smart” agriculture, has a
financial interest in getting support
for the BioCarbon Fund's third tranche.
The extent to which these carbon-
market approaches are “climate-smart,”
contribute to real agriculture develop-
ment, and meeturgentadaptation needs
of food producers and farming systems
in the Global South, merit carefully
scrutiny and a rigorous public debate.

Before governments endorse scaling up,
theyshould considerthefollowingissues:
How time-consuming and expensive is
the carbon-market approach and does
it have the confidence of investors?
Will carbon revenues cover the costs
of setting up projects and scaling them
up? Will communities feel adequately
compensated for their efforts?

Vi Agroforestry (a respected Swedish
developmentorganization) hasoperated
for 25 years with agroforestry extension
services to farmers in the Lake Victoria
Basin.* It started developing the KACP
with the help of the World Bank as early
as 2007. The Bank has spent $1 million
USD from the BioCarbon Fund on inter-
national consultants to create and work
through seven drafts of the soil carbon
sequestration methodology, hire asses-
sors to approve the methodology and
obtain approval by the voluntary Veri-
fied Carbon Standard (VCS) at the end
of 2011. The Bank also helped guide the
project developers on various moni-
toring, reporting and verification (MRV)
tasks to account for the carbon.

Vi Agroforestry has been tasked with
aggregating 60,000 farmers and 45,000
hectares of land over 20 years in the
KACP. Without the Swedish Interna-
tional Development Cooperation Agen-
cy's (SIDA) help in pre-financing over
$1 million USD in implementation costs
foryears 1—3 of the project,’ it is unlikely
that Vi Agroforestry could carry out this
enormous undertaking. This high-cost
“phase 1" is expected to last much longer
than the 1-3 years originally predicted
for recruiting, “aggregating” farmers

and training in MRV. This first phase
will likely extend to between five and 10
years.*

The KACP is one project amidst other
Vi Agroforestry operations in the
region. Vi Agroforestry has reached
out to many farmers in its long tenure
in the region with not only extension
services on sustainable agriculture land
use management and agroforestry, but
also on farm enterprise development,
financial services in the form of village
savings and loans, and organizational
development support of farmer groups
and organizations.” They were there-
fore a good candidate for the Bank
to use as a model for success on soil
carbon. However, their success has been
garnered through their regular opera-
tions, prior to the KACP. It appears that
their package of services is also offered
to the farmers involved in KACP, but
KACP has drained significant financial
and human resources on systematizing
MRYV requirements based on the carbon
methodology that could have been
better utilized to work more effectively
with communities on a comprehensive
adaptation package (see section on
“triple win” below).

An unviable

economic model

Today, even after two years, the farmer
groups enrolled in the project have not
been paid. The validation (assigning of
the actual voluntary carbon credits that
should be delivered from the project)
did not occur until June of this year, and
Bank documents state that the verifica-
tion that carbon has been sequestered
will take place sometime in “late 2012.”
Thus the first carbon payments will
take place roughly 5.5 years after the
project was first developed. The proj-
ect’s termination date is 2017 (another
5.5 years), according to Bank documents.
Proponents can argue that the carbon
methodology took this necessary time
and other projects will not require a
new methodology, however, the meth-
odology itselfis highly questionable (see

section on “triple win” below).

The great uncertainties in measuring
soil carbon make it difficult for it to
become a valued asset by credible inves-
Moreover, the KACP method-
ology for obtaining carbon revenue is
based on farmers self-reporting. This
makes revenues conditional on how
good the reports are because there is no
consistent soil sampling to verify these
reports. Given their obligation to the
World Bank to deliver carbon credits,
the organization has had to aggregate
a large number of farmers (30,000 so
far) in a short time. The sustainability
of these farmer groups in KACP as
opposed to those participating in their
other operations should be monitored
closely and assessed. Though Vi Agro-
forestry is committed to rural develop-

tors.’

ment, other more profit-oriented project
developers may simply try to aggregate
farmers for carbon revenue as opposed
to maintaining a strong rural develop-
ment focus.

IATP demonstrated in 2011—using the
project developer’'s own figures—that
the carbon revenue from the project
wouldyield less thanadollar perhectare
per year” for 60,000 farmers (depending
on what was included in the transaction
costs) and taking the carbon calcula-
tions at face value. The Bank has guar-
anteed to pay Vi Agroforestry $4/tonne
for at least 150,000 credits generated by
the project. This is a small proportion of
the 1.2 million tonnes of Co2 the project
is supposed to sequester in its lifetime.”
At that rate, the revenue from a 150,000
tonnes of CO2 would be worth $600,000,
but the Bank has spent over $1 million
USD on the methodology alone and over
a million dollars would be spent by Vi
Agroforestry in the first three years of
the project. It is highly unlikely that the
Bank will continue to guarantee a $4/
tonne price for the remaining credits,
particularly if the price of soil carbon
remains low. The going market rate
for soil carbon credits on the voluntary
market averaged $1.20/tonne in 2010."
Butifforced tosell the remaining carbon
on the market, Vi agroforestry may
have to build resource-intensive exper-
tise in their organization to find buyers



and market this carbon in a dwindling
market. This is once again a diversion
of valuable expertise and resources for
development organizations, particu-
larly since the carbon market is in deep
trouble with no mandatory targets for
greenhouse gas reductions after the

expiration of the Kyoto protocol in 2012.

The World Bank estimates of the total
carbon sequestration potential from
this project are overly optimistic®, but
even if we use their figures and do not
deduct any transaction costs, each
farmer would get at most $2.47 per
hectare per year (assuming a price of
$4/tonne) because farmers will receive
only 60 percent of the carbon revenue.
The remaining 40 percent will go to Vi
Agroforestry for its operational costs.*
According to interviews conducted in
the project area by Anne Maina of the
Africa Biodiversity Network, farmers
expect carbon payments for their efforts.
Due to the relatively low payments,
there is a risk that farmers may actu-
ally drop out of the project due to unmet
expectations.

The international Climate Change,
Agriculture and Food Security insti-
tute (CCAFS) case study on the project
asserts that the project will pay for
itself, but this assumption is based on
the idea that the carbon will be worth
something. In fact, the CCAFS study
assumes that 30 percent of the carbon
revenue earned by farmers will be put
back into the project.” The economics
of this undertaking and its claims for
being a self-financing model are highly
questionable, particularly as financial
investors are giving concrete market
signals that they have no confidence in
a carbon market that is failing. Trico-
rona, a major carbon trading company
with offices in Stockholm (where Vi
Agroforestry has headquarters) was
just sold by Barclay’s Bank, a move that
is “seen as a vote of no-confidence in the
ailing carbon markets.”* More and more
financial investors see this as a losing
approach. Carbon trading is therefore
a big gamble for the efforts and cred-
ibility of development organizations

to finance real agriculture extension
in local communities. Subjecting small
farmers to this market risk should be a
non-starter.

BioCarbon Fund's

first Inspection

Panel complaint

These problems are not limited to the
Kenya project. Indian farmers recently
brought a case to the World Bank
Inspection Panel
communities’ expectations of carbon

complaining that

revenues from a BioCarbon Fund project
have not been met. The World Bank
Inspection Panel is a quasi-independent
accountability mechanism established
by the Bank’s Board so that communi-
ties can file complaints when they feel
the Bank has failed to comply with its
own policies and a project has resulted
in harm. The Inspection Panel officially
registered the complaint of farmers
who are “inhabitants of the backwards
districts of Orissa and Andhra Pradesh,”
against the BioCarbon Fund for its
project, “India: Improving Rural Liveli-
hoods through Carbon Sequestration
Project” on July 27, 2012.

Like the KACP, this is the first carbon
sequestration project in India that
combines forestry and agro-ecosystems.
The Bank is spending $1,117,800 million
USD on the project, which is supposed
to deliver 182,000 emissions reductions
(ERs) by 2018.7 And, as with the Kenya
project, the expected “co-benefits” were
poverty alleviation and biodiversity
conservation. Ironically, biodiversity
meant raising Eucalyptus and Cause-
rina tree plantations. The farmers,
represented by Veda Climate Change
Solutions Limited, argued that they
“have the right to receive the carbon
revenue generated by their plantations.
They reiterated that they followed all
the procedures mandated by the Project
to plant and harvest the trees, and were
harmed by delays in project execution
attributable to the Bank and not the
farmers themselves. According to the
requesters, the income they expected
from the carbon sequestration, though

a small percentage compared to income
they received from the sale of timber,
is essential to their livelihoods. Both
income sources, from emission reduc-
tions and timber sales, were an incen-
tive for the requesters to participate in
the project.”

In both cases, project implementa-
tion has been slow and expensive, in
large part because of the complexities
involved in carbon accounting. Farmers
have not received compensation for
their efforts. In any case, if one objec-
tive of the BioCarbon Fund’s projects
was to “inform the debate” about such
approaches, it has thus far failed to
provide an honest assessment of the
costs involved.

The triple wins of this approach are
supposed to be mitigation, adapta-
tion and food security. While carbon
payments are supposed to be the “icing”
on the cake in such projects,” we ques-
tion whether there is actually a cake.

With regards to mitigation, the VCS
methodology used in the KACP ignores
several crucial issues and does not actu-
ally require regular soil measurement
across the project area because it is
too costly. Instead, it primarily relies
on farmer surveys and computerized
estimations to cut costs. The model
assumes that soil will be sequestered at
a linear rate from baseline equilibrium
to the 20 year project equilibrium. The
simplicity of the methodology lies in
the project area’s soil being classified as
“degraded.” As long as it is considered
degraded, “the degradation is likely
to result in relatively uniformly low
carbon stocks through the soil depth (up
to 30 cm)” according to DNV, the World
Bank-funded project assessor.” The
model fails to take into account the fluc-
tuation of carbon in soils. The imper-
manence of carbon in soils results from
variance in soil content, temperature
and moisture within one field over time
let alone on thousands of hectares—in
other words, soils do not store carbon
at uniform rates. Numerous activities
(natural and unnatural) can upset the



rate at which the soil stores or releases

carbon in the atmosphere.” The meth-
odology approved for mitigation by VCS

lacks environmental integrity.

Critical issues such as “leakage”—the
idea that while carbon could be stored
within project boundaries, the project
activities might lead to further carbon
leakage into the atmosphere outside
of the project area—are largely side-
stepped. DNV explicitly states in its
assessment of the methodology that
several sources of leakage are excluded
from the calculation of net emission
reductions because VCS does not apply
these particular criteria of leakage as a
condition to approve the methodology.*

Second, the conflation of adaptation
and mitigation in the promotion of the
KACP and other soil carbon projects
is problematic. The focus on carbon
skews the approach toward genuine
adaptation. Sustainable agriculture
land management (SALM) practices
promoted by the project and Vi Agro-
forestry include such laudable practices
as mulching, inter-cropping, agrofor-
estry and soil rejuvenation. They are
critical factors of adaptation, but there
are other components of a comprehen-
sive approach to agriculture adapta-
tion that are excluded in an approach
hinged on soil carbon trading. Disaster
risk-management, seed diversity and
resilience and efforts to cope with the
slow onset of temperature rise are
critical components of adaptation thata
“soil carbon” approach does not address.
The needs and priorities of small food
producers must take precedence over
carbon accounting. The BioCarbon Fund
has thus far failed to demonstrate how
the project fulfils these urgent adapta-
tion needs and does not divert resources
away from them—potentially making
small farmers even more vulnerable to
climate change in the long run.

Given the limited information avail-
able from farmers currently enrolled in
the KACP, it is difficult to decipher how
many farmers have actually adopted
SALM practicesinthe KACPand towhat

extent this adoption will be long-lasting.
The CCAFS case study reveals that
each year, only 5 percent of the farmers’
activity surveys will be reviewed “after
the project is established.” This means
that in total, the reports of only 3,000
out of 60,000 farmerswillbe scrutinized
to verify whether they are following
SALM practices. Carbon accounting
proponents have tried to make the case
that soil rejuvenation and the resulting
yields constitute adaptation, but they
have failed to take into account the
feedback loops related to carbon with
rising temperatures and the impact
these temperatures will have on yields.
Rather than conflating the concepts of
mitigation and adaptation in the quest
for carbon markets, the climate and
agriculture community should compre-
hensively examine the real tradeoffs for
small farmers in delaying a comprehen-
sive adaptation plan for communities.

In terms of yields and their correla-
tion with SALM in the KACP, it may
be that some aspects of farmers' food
security have been enhanced under the
project. Early reports from Vi Agro-
forestry indicate that corn yields have
increased 15 to 30 percent. It is unclear,
however, how much of that increase is
due to the mulching and other improve-
ments to the soil and how much is due to
the hybrid seeds and increased inputs
provided by Syngenta. The multina-
tional agribusiness is referenced as “a
local seller” of hybrid seeds and herbi-
cides in the CCAFS case-study. The
World Bank estimates that 5 percent of
its $1,046,000 USD costs up to 2017 will
go towards seeds and seedlings. Thus,
presumably Syngenta stands to make
up to $52,300 USD out of the project too
(along with other hybrid seed sellers)
—but it also positions the company to
benefit from future projects. It should
come as no surprise that the Syngenta
Foundation is one of the investors in the
World Bank BioCarbon Fund’s second
tranche which supports this project’s
methodology. Agribusiness promoting
“high” technology, high input, high cost
seeds and herbicides are eager to be
decision-makers in the design of such

projects. Improving food security under
climate change means much more than
increased corn yields and richer soils.
It also means that farmers are able to
diversify their harvests to manage
against climate-change induced risk to
crop failure, that they are better able to
predict impacts on their harvests and
make planting choices to effectively
meet their (and their country’s) adap-
tation and food security needs, in the
short and the long- term. Insisting that
farmers dedicate scarce resources to
carbon accounting, rather than compre-
hensive efforts to address these urgent
adaptation and food security needsisbad
policy and poor use of very limited funds.

Conclusion

Developing country farmers like those
in the KACP need reliable support to
enable them to make a transition to
agricultural practices that will work
in a changing climate. Development
organizations such as Vi Agroforestry
should be enabled to do the work they
do best; some of this will involve exten-
sion services (whether through NGOs or
public services); some will necessarily
involve sharing knowledge on best
practices. These and other efforts will
require sustained funding, but wasting
valuable time and resources and pinning
hopes on the mirage of carbon markets
and land use offsets is a mistake. Alter-
native ways of financing agriculture
adaptation do exist—from insisting that
developed countries honor their climate
debts, to considering a Financial Trans-
actions Tax (which is being adopted
in several countries already), among
others. Those options should be on the
table at future meetings on climate and
agriculture.

There should be a much more exhaus-
tive, public and inclusive debate about
carbon-market based approaches and
their appropriateness for small farmers,
food security and sovereignty. There
has been far too little public informa-
tion from the World Bank about the
implementation of ongoing projects
such as the KACP. The little information



that comes from proponents of these
approaches (who are also donors to
these projects) asserts their benefits
without much analysis and data to back
up their claims. An independent assess-
ment must take place, led by grassroots
organizations who are not vested in
promoting the carbon market to analyze
the merits of this approach for preparing
small farmers to adapt to and protect
their agriculture systems from climate
change, for ensuring food security and
creating food sovereignty.

In the run up to the second Global
Conference on Food Security, Agricul-
ture and Climate Change in Vietnam,*
the Bank once again called for a scaling
up of this approach and its expansion to
a landscape level. The process of these
two global conferences has been highly
problematic. The outcome documents
of both of these global conferences were
neither negotiated or formally endorsed
by governments or CSO participants
present, but they imply the partici-
because they
were labeled as a final “communiqué,”

pants’ endorsements

or a “roadmap,” that included many of
these flawed approaches. It is time that
governments pushed back against these
illegitimate mirages of consensus. They
should instead demand an independent
assessment of the Bank's claims and
that donor governments meet their
climate finance obligations for adapta-
tion as the key climate change priority
for developing country governments
and their food producers.
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