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1. Country and Sector Background 

1. Kenya's GDP growth picked up in the first half of this decade after stagnating for 
many years, but several factors slowed down economic growth in recent years. The Kenyan 
economy grew at 6.1 percent in 2006, up from 5.8 percent in 2005. This recovery has been 
mainly due to improved macroeconomic management and progress of some structural reforms. 
However, the post-election crisis in late 2007 and early 2008, high international food and fuel 
prices and the global financial crisis in 2008-09, and four consecutive failures in seasonal rains 
resulting in widespread drought, brought growth down to 1.7% in 2008 and 2.5% in 2009. 

2. Agriculture remains a key economic pillar and agro-related activities contribute 
more than 50 percent of GDP. Sector performance greatly affects the poor, as 67 percent of 
the population and 80 percent of the poor live in rural areas and depend on agricultural activities. 
Agriculture grew at an average annual rate of 3.5 percent in the 1980s, but declined to 1.3 
percent in the early 20003. Recent government efforts have focused on reversing poor sector 
performance, and medium-term plans are to sustain annual agricultural growth at more than 6 
percent. The government's "Vision 2030" identifies agriculture as a key economic pillar. 
Sectoral priorities are articulated in the "Strategy for Revitalizing Agriculture 2004-2014" 
(SRA), which aims to "provide a policy and institutional environment conducive to increasing 
agricultural productivity, promoting investments, and encouraging private sector involvement in 
agricultural enterprises." 

3. Widespread land degradation is a major constraint on increasing agricultural 
productivity. About 70 percent of Kenya's population lives on 12 percent of total land area 
classified as being of medium to high potential for agriculture and livestock production. The rest 
of the population lives on ecologically fragile Arid and Semi-Arid Lands (ASALs). Rising 
population density has contributed to (i) the subdivision of land into uneconomically small units; 
(ii) reduction of the fallow periods and continuous cultivation, leading to soil erosion and rapid 
depletion of soil nutrients; (iii) declining yields; and (iv) environmental degradation, particularly 
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on the hillsides and water catchment areas. There are wide variations in land size and its 
distribution and in population density, with the latter ranging from a low of 2 persons per sq. kIn 
in the ASALs to a high of more than 2,000 in high potential areas. The growing population and 
increasing demand for land, energy, and water have placed tremendous pressures on natural 
resources and are exacerbating land degradation. 

4. Climate variability and change threaten to undermine poverty reduction and 
economic growth in Kenya by exacerbating existing vulnerabilities. Kenya has been 
identified as being among the countries at highest climate-related risks, particularly through the 
impacts of droughts and increasingly floods. Droughts between 1998 and 2002 caused a decline 
in GDP by 16 percent for the following two years and damages from floods during the 1997-98 
El Nino are estimated at around 11 percent of annual GDP. Repeated rain failures and the severe 
droughts of 2001/2001 and 2006 could be seen as an early signal of climate change. These 
extreme climatic events have affected agricultural performance and food security and have 
resulted in frequent diversions from development planning to emergency response. In addition to 
the direct impacts of climate variability and change, there are a number of potential indirect 
impacts, such as the increased spread of human and livestock diseases, increase in unsustainable 
natural resource extraction (such as soil nutrient depletion and deforestation), increased conflicts 
and insecurity, and break-down of various services. 

5. Agricultural soil carbon sequestration could pass natural production assets to 
future generations and enhance the capacity of African farmers to adapt to climate change. 
Carbon is an integral part of sustainable land, water and biodiversity management. Increased soil 
carbon improves soil structure, with corresponding reduction in soil erosion and nutrient 
depletion. Soils with increased carbon stocks have better retention of water, which is particularly 
important in SSA where roughly 86% of land is moisture-stressed. Soil better able to retain water 
provides resilience in adaptation to climate change, as well as mitigation. If not addressed 
adequately by adaptation measures, African agriculture will be severely hit by the impacts of 
climate change with estimated productivity losses of 17-25 percent by 2080. 

6. Soil carbon sequestration could directly increase crop yields on Africa's highly 
depleted soils. There is strong scientific consensus that enhancing organic carbon contents of 
soils can improve productivity of land. Potential gains are particularly high on severely degraded 
land, and as much as 65% of Africa's agricultural land falls into this category. From 1945-90, the 
productivity loss from soil degradation alone has been estimated at 25% for cropland and 8-14% 
for cropland and pasture combined. 

7. Carbon-induced productivity increases could raise economic growth and reduce 
poverty. Carbon payments could provide incentives for producers to adopt productivity
enhancing practices and technologies. Given the key role agriculture plays for African 
livelihoods and economies, these productivity increases could contribute to both overall growth 
and poverty reduction. Agriculture accounts for 34 percent of the GDP in SSA countries and 
over the last 15 years African agriculture directly accounted for about one-third of overall GDP 
growth. Increases in agricultural productivity have a direct effect on poverty. Growth originating 
in agriculture increases the expenditure of the very poor at least 2.5 times as much as growth 
originating in other sectors, since the poor in Africa are predominantly engaged in agriculture. 
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2. Objectives 

8. The overall goal of this Carbon Finance project is carbon sequestration through the 
adoption of sustainable agricultural land management (SALM) practices in Western 
Kenya. The project developer - the NGO Swedish Cooperative Center-Vi Agroforestry (SCC
ViA) - will promote the adoption of SALM practices on approximately 45,000 ha in Nyanza and 
Western Province. Expected outcomes include that smallholder farmers in Kenya will be able to 
access the carbon market and receive additional carbon revenue streams through the adoption of 
productivity enhancing practices and technologies. Hence, economic benefits will be based on (i) 
increased yields and productivity; and (ii) additional income sources due to payment for 
environmental services. An important co-benefit will be enhanced resilience to climate 
variability and change. As an outcome indicator it is estimated that the project will generate in 
average about 60,000 tons of C02 equivalents per year. 

3. Rationale for Bank involvement 

9. The World Bank is accumulating substantial experience in addressing climate 
change as part of its development and poverty reduction efforts. The World Bank Group 
(WBG) is implementing several projects aimed at mitigating climate change risk, strengthening 
adaptation and integrating climate risk in development planning in several regions. Further, it 
has, together with other Multilateral Development Institutions (MDls), achieved significant 
progress in the preparation of the Climate Investment Funds (CIF), consisting of the Strategic 
Climate Fund and the Clean Technology Fund. The Bank is also in the process of implementing 
its Strategic Framework on Climate Change and Development (SFCCD). The SFCCD intends to 
guide the scaling-up of WBG actions integrating planning for climate change within 
development, while sustaining growth and poverty reduction efforts. The Africa Region of the 
World Bank recently completed a climate change strategy which highlights the need for 
supporting capacity building to mainstream climate change considerations into development 
planning. The Carbon Funds of the WB have pioneered the global carbon market and can draw 
on substantial experience in developing and implementing innovative carbon finance projects in 
the land use sector. 

10. The World Bank has a significant portfolio of activities aimed at increasing 
agricultural productivity and "climate-smart" development in Kenya. In the agriculture 
sector, the Kenya Agricultural Productivity Project (KAPP), which has been completed recently, 
has been instrumental in achieving a number of key reforms in the sector, particularly with 
regard to research and advisory services. Its follow-on phase, the Kenya Agricultural 
Productivity and Agribusiness Project (KAP AP), will focus on the productivity agenda while 
embracing diversification, value addition and linkage to markets, and promotion of Public
Private-Partnerships (PPPs) in service delivery and agribusiness development. KAPAP has been 
approved by the Board of the WB in June 2009. Also, in the pipeline is the GEF supported 
project on Agricultural Productivity and Sustainable Land Management (KAPSLMP), which is 
expected to build the capacity of major stakeholders with regard to sustainable land management 
(SLM), including the important role SLM has to play in the context of climate change. The 
BioCarbon Fund of the WB supports another land use carbon finance project in Kenya - a 
reforestation project implemented by the Green Belt Movement. With regard to climate change 
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adaptation, the Arid Lands Resource Management Project (ALRMP I and II) has been successful 
in enhancing food security in drought-prone and marginalized communities. The GEF supported 
Kenya Adaptation to Climate Change in Arid and Semi-Arid Lands (KACCAL) will be linked to 
ALRMP and is expected to start with implementation in early 2010. 

11. Given the innovative character of the Kenya Agricultural Carbon Project, it has the 
potential to inform the international debate on the inclusion of agricultural GHG 
mitigation in future climate regimes. Under the Clean Development Mechanism (CDM) of the 
Kyoto Protocol agricultural land management is not eligible. Therefore agricultural soil carbon, 
which accounts for 90% of the total biophysical mitigation potential in the agricultural sector, 
cannot be traded within the Kyoto compliance market. This exclusion constitutes a barrier for 
smallholder farmers in Africa, and other regions, for accessing emerging carbon markets and 
from benefiting from significant payments for emission reductions. This early action project can 
inform the debate on opportunities· and challenges for operationalizing GHG mitigation 
operations in the agriculture sector. 

4. Project Description 

12. The project developer will promote sustainable agricultural land management 
(SALM) practices for smallholder farmers in Western Kenya. It is expected that a wide 
range of SALM practices will be adopted, including practices related to cropland management 
(e.g. cover crops, crops rotation, mulching, improved fallows, compost management, green 
manure, agroforestry, organic fertilizer, residue management) and rehabilitation of degraded 
land. The project is targeting smallholder farmers and small-scale business entrepreneurs 
organized in common interest groups, primary level cooperatives, farmer groups and informal 
organizations. 

13. The proposed project will be implemented in Kisumu and Kitale in Western and 
Nyanza Provinces in Kenya. In Western Province the targeted District is Bungo and Bumula, 
Malakisi and Sirisia are the targeted Divisions. In Nyanza Province the project covers Bondo, 
Kisumu and Siaya Districts. The targeted Divisions are Madiany, Kombew, and Wagai. The 
projected adoption area is 45,000 ha. 

14. SCC-ViA applies a participatory extension approach focusing on community 
empowerment, using tools and methods such as participatory rural appraisals (PRA), farmer 
field schools, agricultural training centers and farmer-to-farmer study tours. SCC-ViA extension 
staff will provide demand-driven advice and training on all issues related to sustainable 
agricultural production and marketing. The extension staff will work closely with other 
institutions such as the Ministry of Agriculture and the Kenya Forestry Service. SCC-ViA advice 
is also focusing on farm enterprise development. Farmer groups and organizations are 
strengthened through capacity building and development of entrepreneurial skills. Extension 
staff works with smallholders to organize farming activities as a business, react on market 
demands and integrate them into the value chain. 
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5. Financing 

Source: 
BORROWER/RECIPIENT 
CARBON FUND PURCHASES 

6. Implementation 

Total 

($m.) 
o 

0.6 (plus 0.4 as 
options ERs) 

0.6 

15. The NGO SCC-ViA is the project developer and implementer of the Kenya 
Agricultural Carbon Project. The NGO has 25 years of working experience with providing 
agricultural advisory services to farmers in East Africa. SCC-ViA applies a participatory 
extension approach focusing on community empowerment. SCC-ViA extension staff will 
provide demand-driven advice and training on all issues related to sustainable agricultural 
production and marketing. The extension staff will work closely with other institutions such as 
the Ministry of Agriculture and the Ministry of Environment and Natural Resources. SCC-ViA 
advice is also focusing on farm enterprise development. Farmer groups and organizations are 
strengthened through capacity building and development of entrepreneurial skills. Extension 
staff works with smallholders to organize farming activities as a business, react on market 
demands and integrate them into the value chain. 

16. SCC-ViA will directly work with farmer groups. The NGO's extension staff - in 
collaboration with public agents - will provide advisory services to participating groups. These 
groups are also the main contact for reporting and verification of adoption of SALM practices, 
and measurement, verification and aggregation of emission reductions (ERs). Regarding 
aggregation and selling of ERs to the World Bank, SCC-ViA will act as a third party 
intermediary on behalf of the farmers. While SCC-ViA uses part of the carbon revenues to cover 
extension service costs, the project developer also has to ensure that a significant proportion of 
the revenues are channeled back to the farmer group level. The farmer groups will decide on the 
usage of the carbon revenues received. 

7. Sustain ability 

17. Carbon revenues will be used to overcome adoption and maintenance barriers of 
sustainable agricultural land management (SALM) practices. However, primarily the 
farmers will select and adopt the SALM practices to increase crop yields and enhance their 
capacity to adapt to climate variability and change. These attractive co-benefits are expected to 
significantly contribute to the sustainability of the carbon finance project. 

18. The participatory approach applied by SCC-ViA will ensure local ownership of 
communities. In addition, the farm enterprise approach will enhance financial attractiveness of 
agricultural activities and ensure sustainability ofthe approach initiated by the project. 
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19. SCC-ViA has 25 years of working experience with providing agricultural advisory 
services to farmers in East Africa. The NGO is known for sustainable implementation of land 
management programs in the region and its strong presence of advisory agents on the ground. 
SCC-ViA has been receiving continuous financial support from the Swedish International 
Development Cooperation Agency (SIDA). SIDA has recently committed funding to SCC-ViA 
for the implementation of the carbon project for the next years. 

8. Lessons Learned from Past Operations in the Country/Sector 

20. Key lessons are reflected in the proposed project's design. A number of lessons have 
been learned from the preparation and implementation of Land Use, Land Use Change and 
Forestry (LULUCF) projects by the BioCarbon Fund (BioCF) and others globally and in Africa. 
In Kenya, the World Bank BioCF is supporting a Reforestation Carbon Project implemented by 
the Green Belt Movement. Key lessons include: 

(i) Capacity of the project developer is key to sound project preparation and 
implementation: LULUCF carbon finance projects place high demands on the project 
developer due to the complex CDM (or voluntary market) processes and procedures and 
due to the required technical capacity. The latter is particularly true for agricultural 
carbon projects since the project developer needs to provide advisory services to a 
significant number of farmers (including monitoring and aggregation of emission 
reductions) to reach a project size which is financially attractive. Therefore, project 
identification and preparation put ,a lot of emphasis on the selection of the project 
developer. A detailed capacity assessment was conducted based on the following criteria: 
(i) overall project management and coordination capacity of project developer; (ii) 
availability and sustainability of project financing; (iii) carbon sequestration potential of 
proposed project; capacity of providing advisory services and scientific back-up; (iv) 
suggested structure for monitoring and verifying emission reductions; and (v) delivery 
risk. 

(ii) Carbon revenues need to reach the actual generators of the emission reductions: In 
LULUCF projects communities and farmers are usually the adopters of the carbon 
sequestering technologies and practices and thereby the providers of environmental 
services. Only if the adopters are directly rewarded for this service, carbon revenues can 
provide an additional incentive to maintain the GHG mitigating activities. Hence, 
LULUCF projects should make sure that institutional arrangements and legal agreements 
ensure that carbon revenues trickle down to the community and farm level. In many 
LULUCF projects, in particular in the agricultural sector, the project developer has to act 
as a third party intermediary, who aggregates the emission reductions from farmer groups 
and sell them on the market or a carbon fund. This third party intermediary usually enters 
into a legal agreement with farmer or community groups authorizing the aggregator to 
sell the ERs on their behalf. The agreement also defines how the carbon revenues are 
distributed. 
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(iii) Co-benefits are key drivers for adoption and maintenance of carbon-sequestering 
activities: With regard to agricultural carbon projects, financial benefits from carbon 
revenues can be expected to be only a small proportion of the benefits of increased crop 
yields. Therefore, the primary focus of this project type should be on increasing 
agricultural productivity and the carbon revenues can be considered as an additional 
incentive and catalyst for the adoption and maintenance of improved agricultural 
practices and technologies. The level of potential carbon revenues should be clearly 
communicated at the farm level to avoid false expectations. 

(iv) Carbon accounting methodologies need to be cost-efficient and transparent: If the 
monitoring costs are too high projects in the land use sector will not be financially viable 
any more. The monitoring process need to be transparent so that the farmers can relate to 
it. As part of the project a robust and cost effective carbon accounting methodology 
outlining how to quantify these emission reductions has been developed. The cost of 
quantification is being reduced by using a farmer self assessment approach for reporting 
the adoption and maintenance of management practices, and independent third party 
verification. The amount of carbon sequestered by different management practices is 
being estimated by using a biophysical simulation model. The project plans to modify 
and fine-tune these values based on actual measurement of soil carbon sequestration rates 
of various practice and technologies. 

9. Safeguard Policies 

21. One safeguard policies has been triggered by the project: Environmental 
Assessment. 

Safeguard Policies Triggered by the Project 
Environmental Assessment (OPIBP 4.01) 
Natural Habitats (OP/BP 4.04) 
Pest Management (OP 4.09) 
Physical Cultural Resources (OP/BP 4.11) 
Involuntary Resettlement (OP/BP 4.12) 
Indigenous Peoples (OP/BP 4.10) 
Forests (OP/BP 4.36) 
Safety of Dams (OP/BP 4.37) 
Projects in Disputed Areas (OP/BP 7.60)" 
Projects on International Waterways (OP/BP 7.50) 

Yes 
[X] 
[ ] 
[ ] 
[ ] 
[ ] 
[ ] 
[ ] 
[ ] 
[ ] 
[ ] 

No 
[ ] 
[X] 
[X] 
[X] 
[X] 
[X] 
[X] 
[X] 
[X] 
[X] 

" By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties' claims on the 
disputed areas 
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10. List of Factual Technical Documents 

A. Bank Documents 

1. Project Idea Note 
2. Project Information Document (Concept Stage) 
3. Integrated Safeguards Datasheet (Concept Stage) 
4. Carbon Finance Document 
5. Carbon Finance Assessment Memorandum 
6. Project Information Document (Appraisal Stage) 
7. Integrated Safeguards Datasheet (Appraisal stage) 

B. Project Studies and Reports 

1. Environmental and Social Assessment 

C. Technical Reports 

11. Contact point 
Contact: Johannes Woelcke 
Title: Senior Economist 
Tel: + 1-202-4736054 
Fax: 
Email: jwoelcke@worldbank.org 

12. For more information contact: 

wb245670 

The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone: (202) 458-4500 
Fax: (202) 522-1500 
Email: pic@worldbank.org 
Web: http://www.worldbank.org/infoshop 

C:\Users\wb245670\Documents\Projects\Ag Carbon\viA\CFAM\PJD - Appraisal Stage_082509.doc 
9/21/20093:31:00 PM 
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