Comments on CDM Project Application NM0224 :  Manufacturing of Bio-diesel from Crude Palm oil and Jatropha Oil

We have concerns about the following aspects of the application:

1) The claim that there will be no ‘leakage’, i.e. no additional land requirement and that emissions from land-use change and fertiliser use should be ignored.  We believe that there is likely to be significant ‘leakage’ and that the, possibly very significant greenhouse gas emissions from land use change, including deforestation and the social impacts of plantation expansion must be fully taken into account.

2) Additionality: The claim that there are significant barriers to biodiesel development in India and that CDM funding is therefore required.
Leakage/Greenhouse gas emissions from land-use change and fertiliser use:

The project application states that there will be no leakage because the crude palm oil which would be used by the NBEL biodiesel refinery in Andhra Pradesh would otherwise be used as ‘edible oils’.  Before discussing leakage in the context of palm oil, we would like to question the implications for jatropha, which is to be used as a feedstock by the third year of the project, together with crude palm oil.
Jatropha production in India:

Jatropha is not an edible oil and the Indian government are planning the conversion of 13.5 million hectares of land to jatropha specifically for biodiesel.  Jatropha biodiesel will thus inevitably make new demands on land-use, and we would suggest that greenhouse gas emissions from the planned land conversion to jatropha should be taken into account, and that the social impacts should also be considered.  The 2006 draft of the Indian Planning Commissions’ approach for the 11th Five-Year Plan (tinyurl.com/28z9r6), for example, stated: “Original pasture lands or stipulated animal drinking water ponds are encroached upon, or used for other purposes. Bio-diesel (Jatropha) planting is being promoted through state agencies without seeing all the consequences such as blocking the migration routes of animals and encroaching upon herd-passing pathways.”  State government plans for jatropha plantations include areas with large natural forest cover, for example in Chhattisgargh, Manipur and Mizoram.  The possibility of jatropha spreading into natural ecosystems as a highly invasive alien species and the impacts on the environment, including on carbon storage has not been considered.
Palm oil imports from Malaysia:

The application states that there will be no additional land use requirement because palm oil is already being reduced for the food sector.  We would strongly question this assumption:  There is clear evidence that palm oil use for biodiesel is leading to a significant expansion of oil palm plantations in Malaysia, Indonesia and elsewhere.  The Malaysian Palm Oil Board has stated that they seek to raise palm oil production specifically to meet the growing international demand for biodiesel, and that a further one million hectares of land in Sabah and Sarawak are ‘available’ for new plantations (tinyurl.com/3bs7vm).  Malaysia’s Prime Minister Najib said in December 2006 that his country’s palm oil industry was set to expand as a result of the growing global demand, including for biodiesel.  According to an Associated Press report, “he noted that development of new plantations has led to cutting down large areas of forests, threatening rich biodiversity in their ecosystems. Also, use of fire to clear land for plantations has contributed to forest fires and haze. The clearing of vast tracts of land has also led to social conflicts between local communities and project proponents.” (tinyurl.com/ywje3y)
There is strong evidence of palm oil production in Malaysia being linked to very significant greenhouse gas emissions, largely from deforestation and peat drainage, to biodiversity losses and to very serious impacts on indigenous peoples and other local communities.  We believe that those should be fully considered in this application.

According to the Global Environment Centre (GEC) in Malaysia, “drainage facilitated peat fires are currently the largest single source of carbon released to the atmosphere”. (tinyurl.com/2m2ep5) The GEC also confirm that demand for biodiesel is leading to oil palm expansion in Indonesia and Malaysia, and that, in Malaysia, plantations are expanding in particular in Sarawak’s peatlands, causing forest clearance and peat drainage.  There are reports that 1 million hectares of peatlands have been cleared,mostly for oil palms. (tinyurl.com/2fsywo) A recent study by Wetlands International, Alterra and Delft Hydraulics shows that emissions linked palm oil biodiesel produced from South-east Asia’s peatlands are many times higher than the fossil fuel diesel they replace (tinyurl.com/2wjtvy).  
We have been sent photos and satellite maps which show deforestation for palm oil in State owned forested land and Commercial Forest Reserves, including around Imbak Canyon and Kinabatangan Floodplain, and which we can forward if required.

There are serious concerns about the impact of palm oil plantations on indigenous peoples.  According to a recent report by the UN Permanent Forum on Indigenous Issues (tinyurl.com/2gha76), 20% of land in Sarawak is classified as Native Customary  Rights, however the Chief Minister has been granted power to extinguish those rights and the state can take such lands to give them to plantation companies.  There have been reports of violent conflicts as oil palm plantations have been established on Native Customary Land belonging to Orang Asal people in Sabah, Sarawak and Semenanjung (tinyurl.com/2e3jck).  Given the clear link between growing demand for biodiesel and palm oil expansion in Malaysia, we believe that all those impacts should be fully considered.
The application contains no details regarding the supplier of the ‘Malaysian palm oil’.  We understand that a considerable proportion of palm oil sold by Malaysian companies as ‘Malaysian palm oil’ is actually sourced from Indonesia, and in particular from Kalimantan.  The World Bank has confirmed that palm oil expansion is the main cause for deforestation in Indonesia, and around 90% of the total peatland emissions from South-east Asia come from Indonesia.  A recent study by Friends of the Earth Netherlands, Lembaga Gemawan and Kontak Rakyat Borneo into the the Wilmar Group shows that illegal land acquisition, land conflicts, land clearance by fire and deforestation are common practices used by the company in Sambas District, on which the research focussed (tinyurl.com/ysop5j).
Additionality:

The application states: “As there are no rules and regulations mandating the usage of bio-diesel in the transportation sector, the usage of petro-diesel would have been continued as it is common practice in the host country.”  The discussion about barriers to biodiesel development in India quotes from a 2003 report by the Planning Commission of India.  

However, there have been significant developments since 2003 and we believe that statements contained in the application regarding barriers to biodiesel in India are either not valid now, or are not likely to be valid by the end of this year:
The National Mission on Biodiesel has set a goal of 20% biodiesel blend by 2013.  The government is pursuing a policy of producing biodiesel from 13.5 million hectares by 2012, out of a total 39 million hectares deemed available for jatropha by the government.  In 2005, state-owned oil companies in India announced a fixed price of RS25 per litre of bio-diesel from non-edible oilseeds, to stimulate demand for jatropha and pongamia.  A Bio-Diesel Credit Bank has been set up.  

In November 2006, the then Indian President Kalam announced that the government aimed for 6 million tonnes of biodiesel production by 2010 and 60 million tonnes by 2030 (see:www.greencarcongress.com/2006/11/india_targets_6.html).  

At a Biofuels Conference in Brussels in July 2007, India’s New and Renewable Energy Minister, Vilas Muttemvar, announced that a National Biofuels Policy was likely to be in place ‘within months’, which would include mandatory biofuel targets of 5% by 2012 and of 10% by 2017, as well as minimum support prices for jatropha and other non-edible oilseeds for biodiesel (see: www.greencarcongress.com/2007/07/india-likely-to.html ) .

The Indian government are supporting domestic feedstocks rather than imported palm oil, however given their strong support for biodiesel expansion, we would question whether the application should pass the ‘additionality’ test.  
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