Sustainable Development Tool Kit

Climate Change Mitigation Projectsin India:
I ncor por ating Sustainable Development Concer ns

Module 1

Climate Change, Sustainability and Business
How will it benefit business?



Who are the target users for this module ?

m  Senior and middle level management of firms

m  The objective of the module is to demonstrate the linkages between adoption of sustainability and climate
change

m  The module further explains the ‘why’ of the issue (why should | adopt more sustainable practices) as
developed in the last module and talks about the ‘what’ ( what is required in my firm to enable me to adopt
cleaner practices and then monitor it) and in the end, the module speaks about the ‘how’ (how do | assess
sustainability). This is taken up in greater detail in the next module

Objectives of the module
A. ldentification of projects are based on the following 3 criteria :

m  Climate Change Mitigation - Projects can apply for financial and technological assistance only if they produce
demonstrable and sustained abatement of greenhouse gases over and above the baseline scenario

m  Financial Sustainability - The competitiveness and profitability of a climate change mitigation project is a
criterion for project selection

m  Economic, Environmental, Social and Technological Sustainability - The particular goal of the module is to
help project developers incorporate such concerns of sustainability into their project’s design

B. Analysis of the capacities that are required to be built in project developers, particularly in the Indian context, to be
able to adopt more sustainable business practices, and if possible, assess their progress

The toolkit will give an idea to the users on how the three goals need to be integrated and applied in the particular
context, i.e. climate change mitigation projects. This module equips the project developers at what level of
confidence should he run the tests to assess sustainability in his project. This should give him a feel of the
general costs involved in the assessment process, which is to be taken up in the module 2 of the SD Toolkit.

Background : Sustainable development within climate change

The Framework Convention on Climate Change (1992) is the ‘rule book’ for all international and policy issues pertaining
to climate change.

“.....developed country Parties who have signed the framework convention on Climate Change will take fully into
account that economic and social development and poverty eradication are the first and overriding priorities of the
developing country Parties.”

1. The purpose and need for climate partnerships flow from the relative costs of mitigation, which are very
high in the North and comparatively lower in the developing countries

2. The UNFCCC took cognizance of the fact that the issue of climate change mitigation is not a priority for
the Southern nations. Their priority, as outlined above, is sustainable development. Hence only those
projects shall be approved as climate change mitigation projects for reduction of GHG emissions and
contribute to the process of sustainable development in the country, sector or region.

3. Conclusively therefore, on top of the fact that being sustainable pays the project developer, there are
incentives in the form of profitability, green image, leadership, resource conservation and improvement of
the local environment.

Incorporating sustainable development into climate change mitigation projects

m  Financial sustainability is pre-requisite for consideration of other sustainability dimensions.
Adoption and measurement of sustainability requires organisational capabilities that may not be presentin
host firms.

m  AClimate Change Mitigation Project (CCMP) will not be implemented if costs of complying with sustainability
requirements render it financially unattractive to hosts or investors.



m Ifthe process for determining sustainability requirements is not consistent across the developing countries
(hosts), predictable and transparent risks will drive investors elsewhere.

1. These are the challenges associated with the purpose of incorporating considerations of sustainable
development into climate change mitigation projects

2. The capacity to assess the progress towards more sustainable patterns of production /existence will not
be present in most firms. Finally, a CCMP design must also explicitly consider the monitoring and
verification costs in the design stage itself. A project may be rendered financially unattractive if its
MERYV (monitoring, evaluation, reporting and verification) costs are very high.

3. From a country’s perspective, the process of assessment among diferent CCMPs must be uniform for a
perticular sector and there should not exist adhocism.

Considerations in determining sustainability of CCMPs

B Project host looks at whether returns are above minimum threshold to make the CCMP
viable

m  Ability to attract financing package
m  Market demand for goods or services
m  Expected revenue stream from future CERs (only CDM projects)
m  Transactions costs borne by the partners as agreed upon and included in the project costs
m Investor looks at returns and risks over life of project in context of overall portfolio
®  Managementteam
Technical performance
Cost of carbon reductions (CDM only)
Demand for goods and services
Transactions costs borne by investor

m Aboveitems must be included in project proposals submitted to funding agencies/investors

1. The financial viability of a climate change mitigation project is a key consideration that precedes other
considerations.

2. Social returns on a project are as crucial as economic returns. Infact, the economic returns are tied to
satisfactory social returns that a project generates.

3. Projectdevelopers (investor and host) who are undertaking investments in a CCMP are ‘early action’
actors who are taking an additional risks against higher than usual returns.

Required resources for measuring progress towards sustainability

m Human resources

m commitment of top management to link sustainability and business objectives.
m technical expertise in data collection, marketing, etc.
m  experience with similar certification, monitoring, auditing procedures

m Organisational infrastructure
m assignment of authority, functional responsibility and designation of staff time.
m integration of sustainability indicators with other reporting and monitoring requirements.
m  establish procedures for disseminating information internally and externally

m Local organisations

= Non government organisations
m  Environmental audit firms



m  Governmentagencies
m  Universities

m International organisations

m  Nongovernment organisations
m  Trade and business associations
m  Training modules
m  Electronic resources - information exchange with outside organisa- -tions offering knowledge in adopting
sustainable development indicators
m templates and manuals
m  others?
m Process

m conduct appraisal of existing capabilities and needs.
m dentify human resources, training, monitoring equipment, etc. to be acquired

The above points are to sensitise the users who, as management level representatives of firms, would need to
know as to what capacities need to be built within a firm to be able to assess its progress towards sustainability

m  The module looked at analysing the links between climate change mitigation projects and sustainable
development

m  Gave anidea of what considerations need to be made while incorporating sustainable development goals
and objectives within the project

m ltalsodiscussed what are the capacity building requirements for individual firms to be able to take partin the
assessment of sustainability in the context of their projects

m  Given that the firms have had an idea what is to be done, the question is how it is to be done

m The assessment of sustainability, or a firm /institution /community’s progress towards sustainability is done
through many ways. One of the ways to do it is through the use of indicators.

m what are indicators for, and what do they demonstrate ?
m  What makes a good indicator ?

m  Making a good indicator

More detail concerning indicators - what indicators are and what makes a good indicator
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Tools to assess sustainability

Given the complex nature of sustainability assessments, the concept of sustainable development
indicators (SDIs)

has been introduced.

SDIs act as tools in the hands of aresearcher /user to assess sustainability

Sustainable development indicators

Indicators explain the state of affairs and do not themselves qualify the state. A good indicator is
one that measures what we want it to measure, with sufficient clarity.

Sustainability indicators are useful for : monitoring progress, understanding sustainability,
educating community members of the issues, describing linkages, motivating and focussing action.

An indicator should be relevant, understandable and user friendly.

Indicators by themselves do not convey anything, unless one uses them as tools to compare two
situations and assesses sustainability of the situation.

1. Anindicator is used to compare two situations at a time.

2. The advantage that an indicator provides is in its quantifiability, which helps the researcher in assessing a
particular situation.

3. Anindicator reveals only as much as it can - the crucial point is to design the indicator that asks the right
guestions.

4.
Making an indicator

Explanatory Notes

1.

State is easiest to mea- _ _
sure /data is readily |-“""':|':|”‘$s carrying capacity

available

Responses are also easy | Relevant |

to measure

Pressures, the most | Understandable |

important of the three, are ;
most difficult to quantify Usable The project/
community

Users should be able to
apply the same logic to

indicators that pertain to
their project /community

Long term view

Show linkages




Explanatory Notes

1. Assessment of sustainability in a project
or in a community is a complicated and
intricate process. All the links are like
connections in a complex piece of

Framework for assessment -
Pressure, State and Response

machinery.

2. Sustainability is all about understanding ] | Fr l
the connections_ and figuring out how to PRESSURE Pounds of toxins vehicle miles driven
make the machinery run more smoothly. emitted

3. Thekey links are to be analysed, and it is

the job of the good indicator to be able to
expose the links and examine that the
human - ecosystem chain reinforces

nature’s restoring capabilities through more

economic use of resources, instead of number of ar .
L ' RESPONSE Cars mspected
depleting it. permits / other P
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Case Studies Making a good indicator
Exercise Finance

Identifying the benefits to the vari-
ous stakeholders - exploring link-
ages

Example : A micro hydel plant Society
of the capacity of 100 kw supplies /&

power to the neighbouring villages

in a hilly region. This may be
assumed as a CDM project, Project / Community
wherein the electricity replaces

kerosene used for household
work and diesel generators for
micro-enterprises in the local area

Exercise:

Technology
What is the goal of the project ?
What are the linkages of this
project activity with climate
change ?

What are the linkages with this project activity with sustainable development ?
What are the linkages with the other stakeholders as described in the last slide ?
What are the benefits that accrue to the various stakeholders ?

What are the sustainability indicators for the project ?

Explanatory notes

1. The goal statement is crucial. The goal statement should be able to give a picture of the benefit of the project
activity to the community /stakeholders at large. For example, in this case, a goal statement could be :
uninterrupted power supply for the local people, so that they can engage in economic activities without generating
pollution. The group should spend 10-15 mins developing a goal statement

2. Any economic activity will have linkages of the type demonstrated by the figure. The task for the group would be to
assess those linkages and explore any linkages that are crucial for the project.

3. The links will automatically qualify themselves as positive or negative benefits.



