Xi

Table of Contents

TS o 1= o == S Xiii
List Of FiQUres and BOXES..........ccueivereeuieiriiniinienie sttt XV
List of Acronyms and Abbreviations............ccccoeveiieiiciciiceecc e, XVii
ACKNOWIEAGEMENES.......eeee e XXi
L INEFOAUCKTION ...ttt bbb ena 1
1.1 Objectives of the StUAY........ccoeveeiiiiieiiecece e e 3
1.2 Data, Methodology, and HYypOtheses..........cccccvveevivceene e 4
1.3 Content OULIINE........coouiieieie e e e 4
2. The Internationa Climate Regime, its Clean Development Mechanism
(CDM) and the Link to Rural Development ...........ccccooeierieneenenenee e 7
2.1. Thelnternational Climate Regime and the Clean Devel opment
MeChaniSM (CDM) ......coviiiirerieeeeeee e e 7
2.2. Land Usg, Land-Use Change and Forestry (LULUCF) Projects
under the CDM and the Generation of ‘ Sequestration Credits' ............ 12
2.3. Carbon Sequestration Projects under the Broader Framework of
‘Payments for Environmental ServiceS (PES).......ccoovvvevinenenennene 16
2.4. Carbon Mitigation and Potential Developmental Benefits of
LULUCF Projects— Some Prospects and Potentia Fitfals.................. 19
3. Case study: The International Small Group & Tree Planting Program
(IS TSR U PP PR RPN 27
3.1. TIST: Program Design and PUrPOSE........ccccccerierieeneniiere e 27
3.2. The Agricultural Household Survey — Sampling Procedures and
Data COHECHION .....coeeeieieeeeee e 31
321 SAMPIESIZE ...iiiicecece e s 33
3.2.2. Administrative and geographical characteristics of the survey
2= TP O PP 34
3.2.3. Village selection and sampling of households............cc.covenvenienns 36
3.24. Predominant farming systemsintheresearch area...........cc.coce..... 36
3.3, Case StUAY RESUILS .......cocveivieiie e s 38
3.3.1. Household PreferenCes.........ccooeiireieienieeieenie s 38
3.3.2.  Resource ENdOWMENES ........oiieiierierieniieie et 43
3.3.3.  Market INCENtIVES......cc.evueiieeiceeeeeee e e 49
3.3.4. BiophysiCal FaCtOrS.......cccccveiiiiiiiiciesie e 55
335, RiSKaNd UNCEIaINY .......coververrereieeiieeseee s s 60
3.3.6.  SOCial Capital .....ceeeieereiieiereereeee e 64
4, The Adoption of Carbon Farming — Modeling Farmers' Decisions.............. 71
4.1, Agroforestry Adoption — Theory and Literature Review...................... 71
4.1.1. Economic variables determining adoption decisions................... 74

4.1.2. Socia variables determining adoption decision.............cccceeevueunene 77



Xii Table of Contents

4.2. A Theoretical Model for the Adoption of Carbon Farming.................. 80
4.3. Factor Categories Determining Participation ...........cccccceveeviveienveeeenne. 83
5. Structural Equation Modeling (SEM) to represent farmer decisions............. 87
5.1. The Concept of Structural Equation Modeling...........ccccocveeneniennnnnnne. 89
5.2. Modée Specification and Identification ............ccccoveveviececieecc e, 93
5.3, MOdel EStIMELiON.......cccieeeiieeire et ene e en 102
5.4. Model Testing and Test StatiStCS .....c.vevrereeiniresese e 108
5.5, Model MOdifiCation .........c.coueriiieieireeeeeere e 117
5.6. MOGE RESUILS......c.eoiiiiriiiiieisie et 123
6. Synthesis— The Model Results and the Issue of Participation.................... 133
6.1. Asset-based Project Impacts on PartiCipants..........c.ccoceeveecveieeeeinnnns 139
B.1.1.  NaUral ASSELS......oeeiieirieieeie ettt 140
B.1.2.  SOCIAl ASSELS....cciiieiiieiriesiesie st sie e s ee et ene 144
6.1.3.  HUMEN ASSELS ......eiiiieiriieieet e 145
6.1.4.  PhySiCal ASSELS.....cceeiieeieiriete et 146
6.1.5.  FINANCIal ASSELS .....coiuiiieieeieeeriertes et 146
6.1.6.  POlItiCAl ASSES.....cceeiiitiriri e e e seese e e ene s 149

6.2. Potential Impacts on Other GroUPS.........cccevueeiieeeereeie et 151
7. Conclusions and Policy Recommendations ............ccoeoveveneeerenenenenennens 153
7.1. Outlook — Limitations and Further Research...........cccooeiiininincnnens 160
App. 1 Residual Covariancesfor Initial Model ...........ccoevevineneieeneiines 163
App. 2 Standardized Residual Covariancesfor Initial Moddl .............ccceneeee. 164
App. 3 Initia Model: Modification Indices Regression Weights.................... 165
App. 4 Household QUESLIONNAITE.............ccuieieereeeeeie e creesre et nne 166
App. 5 Community QUESLIONNAITE..........cceeiieeieieeeecte et e eeesre e sre e 175

[ L= 1 0L=. R 180



