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Global Climate Change
Global climate has b een  chang ing  very rapidly in th e  recent 

couple of decades. Initially th e  interest in this problem  has 
been  largely academ ic b u t n o w  th ere  ts a n  alm ost unanim ous 
c o n s e n su s  a m o n g  sc ien tis ts , po litic ians, po licy  m akers, 
administrators and common people aliKe that of late climate 
has c h a n g ed  for th e  w orse. Glot>al clim ate change, global 
w arm ing, g reen  h o u se  effects e tc  a re  n o  m ore issues th a t 
concern  only environm entalists a n d  scientists, b u t they  touch 
th e  day  to  day  life o f every man.

U nprecedented  changes observed in th e  w orld 's climate in 
the  recen t years po in t tow ards the  vulnerability of o u r climate 
system o n  w hich th e  entire Irving w orld 
so closely depends. The adverse effect of 
climate ch a n g e  o n  natural resources such 
as water, food security, hum an health  and  
econom y have already started  to  appear.
Climate c h a n g e  is largely a  m an m ade 
problem , mostly by th e  rich industrialized 
c o u n tr ie s  th a t  p o llu te d  th e  e a r th 's  
atmosphere with impunity in the name 
of industrialization an d  d evelopm ent But 
th e  p o o r e r  c o u n tr ie s  a n d  th e  
econom ically  w e a k e r sec tio n s o f th e  
society will b ea r  m uch  of th e  b ru n t of 
climate change.

The Intergovernmental Panel on  Climate 
C hange (IPCCJ w as established In 1988 to  look into issues 
related to  th e  causes of an d  preventive m easures for global 
climate change. The adoption of th e  United Nations Framework 
Convention o n  Climate C hange (UNFCCC) in 1994 has been 
a  m ajor m ilestone th a t reflected th e  g row ing  concerns of the 
in te rn a tio n a l com m un ity  fo r g lobal clim ate ch a n g e . The 
UNFCCC dem onstra ted  the  com m itm ent o f th e  international 
c o m m u n ity  to  p ro te c tin g  th e  e a r th  from  d a n g e r o u s  
interferences H appening to  Its climate system. It aims a t limiting 
th e  concentrations of six m ajor g reen  house gases (GHGs) in 
th e  a tm o sp h e re  th a t a re  primarily responsib le for clim ate 
c h a n g e . T h ese  g a s e s  a re  m e th a n e ,  n itro u s  ox ide , 
hydroflurocarbon. perfluro

carbon, su lphur hexafluoride an d  of course, carbon dioxide. 
H um an activities have increased th e  concentrations of GHGs 
in th e  atm osphere , w hose peculiar chem istry is responsible 
for global w arm ing, penetration  of harmftjl radiations such as 
ultra violet radiation to  earth 's surface etc.
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The UNFCCC has a b o u t 190 countries as its signatories, 
including India. The A nnex '! parties to  th e  UNFCCC (the 
industrialized countries a n d  th e  econom ies in transition to 
th e  open  market) agreed , albeit norHegally, to  reduce their 
respective GHG emissions to  ?990 levels by  2000. b u t this 
never happened .

The Kyoto Protocol and Pofitics of 
Climate Change Negotiations

The th ird  C onference of Parties (COP 3) to  th e  UNFCCC 
held In Tokyo during D ecem ber 1997 ad o p ted  a  Protocol to  
th e  UNFCCC know n as th e  Kyoto Protocol w h ich  aim s to  

ach ieve  quan tified  em ission reduc tion  
targets by the  rich Industrialized countries. 
The Protocol commits th e  18 developed 
countries plus th e  E uropean Union (listed 
in the  A nnex B of th e  Kyoto Protocol an d  
h e n c e  ca lle d  A n n e x  B c o u n tr ie s )  to  
ach ieve em ission reduc tion  ta rg e ts  for 
their GHGs. The developing an d  th e  least 
developed countries (called non Annex B 
countries) a re  n o t bou n d  by an y  emission 
restrictions recognizing the  n eed  for these 
countries to  have m ore industries for their 
developm ent. The A nnex B countries a re  
re q u ire d  to  r e d u c e  th e ir  coU ective 
emission of th e  six GHGs to 5.3 p er cen t 
below  their 1990 emission levels by 2008- 

2012. th e  first com m itm ent period of th e  Protocol.
The Kyoto Protocol will en ter Into force only If It is ratified, 

accepted, approved  or acceded  by 55 p er cen t of th e  Annex I 
countries representing  55 p er cen t o f the  total A nnex 1 COs 
emission as o f 1990. More th a n  120 counties representing  
ab o u t 44 per cen t C02 emission ft'om the  Annex I category  
have ratified, accepted , approved or acceded  to  th e  Kyoto 
Protocol, but the United States and Russia, the two largest 
GHG em itters in th e  w orld  h av e  n o t d o n e  so. T he GHG 
emission by th e  US an d  Russia accounts for nearly 36% and  
1 ?%, respectively, o f th e  A nnex 1 countries total GHG emission 
as of 1990. W ithout a t  least one of these tw o  big polluters 
ratifying th e  Kyoto Protocol, it can n o t com e Into force In spite 
o f th e  fact m ore than  120 countries a re  already

party  to  th e  Protocol. The E uropean Union. C anada an d  
Japan  are  very keen to  see the  Kyoto Protocol eventually com e 
into force.

As far as th e  US is concerned the  p resen t adm inistration of
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President Bush is n o t very keen to  ratify th e  Protocol w hich 
w as originally nego tia ted  tyy th e  Clinton adm inistration w hich 
had  a  m ore pro-green image. While UNFCCC takes the  position 
th a t "w here th e re  are  th reats o f serious or Irreversible dam age 
(to th e  w orld climate), lack o f full scientific certainty should 
n o t t)e u sed  a s  a  reason  for postpon ing  such  m easures to 
re d u c e  th e  c o n c e n tra tio n  of GHGs tn th e  a tm o sp h e re ”. 
H ow ever President Bush is o f th e  view  th a t em ission targets 
estab lished  by th e  Kyoto Protocol "w ere arbitrary an d  not 
based  on  science” a n d  th a t ''n o  o n e  can  say w ith any  certainty 
w h a t constitutes a  d an g e ro u s level o f w arm ing an d  therefore 
w h a t level m ust b e  avoided". A ccording to  th e  cu rren t US 
adm inistration, th e  Kyoto Protocol Is "fatally flaw ed”. The world 
expected  a  m uch m ore environm entally sensitive approach  
from th e  presiden t o f th e  m ost pow erful an d  
th e  richest coun try  w hich is also th e  largest 
COs e m itte r  In th e  w o rld . T he v iew s a n d  
position of th e  p resen t US adm inistration on  
c lim a te  c h a n g e  in  g e n e ra l a n d  th e  Kyoto 
P ro to c o l In p a r tic u la r  a re  c o n tra ry  to  th e  
accep ted  w isdom  o f m ost nations In th e  entire 
world. A lthough th e  federal governm ent In the  
United States has a  different view  on  this matter, 
several States in the  US have adop ted  unilaterally 
their o w n  m easures to  restrict GHG emission.

Russia has a  large coal-based econom y w hich 
makes It difficult to  restrict its ca rbon  dioxide 
emission a n d  h en ce  th e  reluctance of President 
Putin to  ratify th e  Kyoto Protocol. Recently. Mr 
A n d re i lllarinov , th e  R ussian  p re s id e n t 's  
econom ic advisor called th e  Kyoto Protocol an  "undeclared 
w ar against Russia", There have been  reports th a t the  European 
Union Is pu tting  pressure on  Russia to  ratify Kyoto Protocol 
before Russia can  Join the  WTO. According to  a  Reuters report 
last m onth. President Putin has said th a t M oscow w ould  m ove 
to  ratify th e  Kyoto Protocol after a n  ag reem en t w ith  th e  EU 
on  entry Into the  WTO. A Russian research group  called "Russia 
and Kyoto Protocol' has gone on record that Russia can 
benefit from th e  Kyoto Protocol only If it Is g u aran teed  sales 
of 100-130 million tones ofC02 a t  a  price o f no  less than  US 
$40 p er tonne . The h ea d  of th e  UN Enw ronm ental Program, 
Mr Klaus Toepfer has sta ted  th a t th e re  a re  clear indications 
th a t Russia Is serious a b o u t th e  ratification.

Clean Development Mechanism
The Kyoto Protocol has established policies an d  mechanism s 

to  reduce GHG emission, including phasing  o u t subsidy In 
e n e rg y  in tensive tech n o lo g ies , e n c o u rag in g  ad o p tio n  of 
a l te rn a t iv e  e n v iro n m e n t- fr ie n d ly  te c h n o lo g ie s , ta x in g  
emissions etc. Obviously the re  will b e  a  considerable cost In 
m eeting th e  emission reduction ta rge t o f th e  Annex B countries 
set by th e  Kyoto Protocol. The Protocol established three major 
market mechanisms to help the Annex B countries meet their 
em ission reduc tion  cost effectively. They a re  International

A I sectors of 
naturalrubber 

industry are 

eligible to attract 
CDM funding

Emission Trading (lET). Jo in t Im plem entation (Jl) o f emission 
reduction projects am ong  A nnex B countries a n d  the  Clean 
D evelopm ent M echanism (CDM) th a t en cou rages projects by 
A nnex B countries (I.e.. industrialized countries) in non-Annex 
B counties (i.e.. developing counties like India) th a t do  no t 
have em ission restrictions.

CDM alms a t  brining funding from A nnex B countries for 
environm ent-friendly projects In th e  tropics a n d  subtropics In 
th e  form of Certifiable Emission Reduction (CER) credits tha t 
can  be virtually traded. (ICER -  I T COs (equivalent) th a t is 
e ith e r  p re v e n te d  from  releasing  In to  th e  a tm o sp h e re  or 
rem oved from th e  atm osphere). A nnex B countries can receive 
credits (CERs) for Im plem enting pro jec ts In n o n  A nnex  ( 
countries th a t reduce CO^ em ission or rem ove C02 from  th e  

atm osphere. CERs thus earned  in the  non  Annex 
B c o u n tr ie s  c a n  b e  t r a d e d  w ith  A n n ex  B 
countries subject to  conditions. The projects 
Im p lem en ted  u n d e r  th e  CDM o f th e  Kyoto 
P ro tocol o ffer o p p o rtu n ity  for Investing by 
A nnex B countries to  ob ta in  CERs v»/hlch can  
be  u sed  by th e m  to  offse t th e ir  o w n  GHG 
em issions. O bviously, su ch  ca rb o n  trad in g  
makes g o o d  econom ic as well as environm ent 
sense. For th e  developed  countries it wl/I be 
m o re  ec o n o m ic a l fo r th e m  to  in v e s t in  a  
developing countty  and  obtain CERs rather than  
limit their ow n GHG emission, w hich can  be 
m ore expensive than  buying CERs from a  non 
A nnex B country. The developing countries are 
exem pted  form em ission reduction  a n d  thus 

th e  Kyoto Protocol does n o t h inder further industrialization 
o f develop ing  countries. Thus th e  CDM m echanism  is an  
excellen t econom ic o p p o rtu n ity  for develop ing  countries 
w hile environm ental concerns a re  genuinely  addressed.

CDM and the Natural Rubber Sector
In principle, all sectors of natural rubber industry, nam ely 

th e  p la n ta t io n ,  p r im a ry  p ro c e s s in g  a n d  p ro d u c ts  
m anufacturing sectors a re  eligible to  a ttrac t CDM funding. 
The articles 3.3 a n d  3.4 of th e  Kyoto Protocol refer to  "sinks" 
o f atm ospheric C02. Sinks are stocks o f ca rbon  sequestered  in 
terrestrial vegeta tion  a n d  soil. These stocks of carbon  unlike 
th e  inorganic C02 gas in the  atm osphere  does n o t have any 
adverse effect on climate. N et rem oval o f atm ospheric COs by 
sinks th ro u g h  "land use. land  u se  c h a n g e  a n d  forestry" 
(LULUCF) activities including "aforestation, reforestration an d  
deforestation" initiated since 1990 a n d  are  " direct hum an 
induced I a r e  eligible for CERs th a t can  b e  trad ed  in th e  CDM 
market. The n in th  Conference of Parties to  th e  UNFCCC held 
In Milan during D ecem ber 2003 has a g re ed  to  this. The CDM 
Executive Board is currently finalizing th e  rules and  modalities 
for including ca rbon  sinks from LULUCF activities u n d e r the  
CDM o f th e  K yoto P ro tocol. Clearly, th is has p ro fo u n d  
Im plications for th e  n a tu ra l p la n ta tio n  sector. A lth o u g h
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plan tation  activities have n o t b een  directly m entioned  in the  
decisions of COP-9, they  a re  eligible for COM funding if they 
m eet th e  general requirem ents as applicable to  afforestation 
a n d  reforestation an d  o th er conditions stipulated for COM.

Plants rem ove CO '' from  th e  a tm o sp h e re  th ro u g h  th e  
process o f photosynthesis. The Rubber Research Institute of 
indid has conducted elaborate studies on the carbon
sequestration  capacity o f natural rubber plantations w hich is 
in th e  ra n g e  o f 7-9 T c a rb o n /h a /y e a r  w h ich  is rou g h ly  
equivalen t to  24-34 T C O s/ha/year. Ju st like an y  tradab le  
com modity, virtual trad ing  of CERs is also o p en  to  m arket 
forces. If m ore a n d  m ore buyers of CERs com e into the  market, 
naturally th e  price o f CERs will g o  up. Obviously th e  dem and  
for CERs m ust g o  up  tow ards th e  en d  o f th e  fist com m itm ent 
p e rio d  o f th e  K yoto P ro toco l (2008-2012) 
w h e n  th e  p r ic e  o f  CERs m ay  in c re a s e  
substantially.

Between Ju n e  2003 to  January  2004 th e  price 
of CER in th e  EU Emission Trading System (ETS) 
increased from ab o u t 7 Euro /T  C02 to  ab o u t 
13 Euro /T  COs b u t in th e  CDM m arket th e  
prices were notably low. around US $ 5/T C02 
Even a t  this m odest price, rubber plantations 
have a  potential w orth  of US $ 120-170 /h a /y r 
in th e  CDM market. It has b een  estim ated tha t 
from th e  total a re a  of 0.5 million h ec ta re  of 
natural rubber In India, Uiere will b e  en o u g h  
CERs to  m ee t Ju st u n d e r  10 p er ce n t o f the  
com bined dem and  for CERs by Jap an  a n d  the  
EU to m eet their Kyoto targets.

The above m arket potential of natural rubber plantations in 
th e  CDM m arke t ca n  b e  rea lized  on ly  if n a tu ra l ru b b e r 
plantation sector is b ro u g h t u n d er th e  LULUCF activity of the  
Kyoto Protocol w hich Is entirely up  to  the  Indian governm ent. 
This Is n o w  possible w ith  th e  decision of COP-9 to  ad o p t 
ca rb o n  sink p ro jec ts  like affo re sta tio n  a n d  refo resta tio n  
activities under the COM. Given the fact that natural rubber 
plantations a re  very efficient In sequestering  atm ospheric COs 
.they are an  excellent candidate to  a ttract CDM funding. CDM 
is as m uch ab o u t econom ics an d  environm ent as livelihood 
m eans a n d  overall socio econom ic developm ent. R ubber 
planters th rough  o u t th e  w orld a re  mostly small holders w ho 
are  scattered  in large rural areas in South an d  South East Asia. 
Any carbon ab a tem en t project in natural rubber plantations 
under the  CDM will be com patible with th e  socio econom ic 
an d  ecological criteria se t o u t under th e  CDM for sustainable 
developm ent In th e  tropics an d  sub-tropics.

The NR Processing and Product 
Manufacturing Sectors

Any activity th a t results in reduction of em ission ofGHGs 
into the atm osphere is eligible for CDM funding. Many activities 
related to  natural rubber processing an d  rubber based industry 
can  qualify for funding  u n d er CDM. Production  of b iogas

#  In y  activity 
that results in 
reduction of 

emission ofGHGs 

into the 
atmosphereis 

eligible for CDM  
funding

from processing effluents, use of biom ass gassifters a n d  solar 
therm al system for drying rubber a re  exam ples of use  of non- 
conventional energy  In th e  natural rubber processing sector. 
This helps in displacing fossil based  fuel w hich am ounts to 
indirect sequestration o f COs a n d  therefore qualifies for CDM 
funding. By th e  sam e principle, any  technological innovation
in the manufacturing sector that improves the energy use
efficiency over th e  existing level Is currently eligible for CDM 
fu n d in g . T he sm all a m o u n ts  o f CERs from  th e  v arious 
processing an d  industrial units in th e  country  can  b e  pooled  
a n d  traded  in th e  international CDM market. Use of rubber 
w o o d  in p lace o f various tim bers also  qualifies for CDM 
funding. W here natural rubber is used in place of synthetic 

rubber, th e  am o u n t o f fossil carbon  conserved 
will qualify for CDM funding because synthetic 
rubbers a re  fossil ca rbon  derivatives. Use of 
natural rubber instead of synthetic rubt>er helps 
in conserv ing  eq u iv a le n t a m o u n ts  o f fossil 
carbon, It m ay b e  no ted  th a t fossil carbon  Is 
perhaps th e  best form in w hich atm ospheric 
COs c a n  b e  s e q u e s te r e d  a n d  p u t  a w a y  
permanently w ithout interfering with the 
w orld 's climate system. But it Is unrealistic to  
expect to  achieve this In reasonable time. Hence 
leaving th e  fossil carbon  u n touched  is th e  best 
s tra teg y  an d  th e re fo re  an y  p ro jec t th a t will 
utilize en e rg y  or p ro d u c t from  a  non-fossli 
carbon  source Instead of from fossil cartjon  is 
eligible for CDM funding.

It Is im p o r ta n t  th a t  all th e  c o n c e rn e d  
stakeholders in th e  natural rubber plantation, processing and  
industry sectors w ork In co-ordination to  a ttract benefits of 
carbon  trading u n d er th e  CDM of th e  Kyoto Protocol into 
their respective sectors. There is still h o p e  th a t th e  United 
States an d  Russia m ight eventually fall In line w ith th e  Kyoto 
Protocol an d  It will com e Into force in 2008. If th a t happens 
th e  CDM m arket will substantially increase in volum e an d  
scope raising th e  price of carbon In the  CDM market. While 
President Bush rem ains som ew hat com m itted n o t to  ratify 
Kyoto Protocol, there have been  reports th a t th e  dem ocratic 
presidential candidate  Mr. Jo h n  Kerry Is m ore pro-green. It Is 
expected tha t environm entalists will m ake their p resence felt 
in th e  upcom ing US presidential election. Even in th e  event of 
Kyoto Protocol failing to  com e into effect in Its original, it is 
expected tha t It will survive in o n e  form or the  o th er given the 
grow ing concerns of the  International com m unity tow ards 
climate change. The E uropean Union has already p u t in place 
its ow n trading in carbon know n as European Trading System 
(ETSj. Business opportunities apart, environm ental concerns 
m ust b e  addressed by the  international com m unity for the 
survival and  well being of hum an kind in a sustainable m anner. 
CDM offers a  m echanism  to achieve the  sam e an d  all sectors 
o f the  natural rubber Industry can potentially benefit from it If 
concerted  and  timely efforts a re  taken.
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