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MOST INNOVATIVE IN 
SUSTAINABILITY

WINNER: 
MERRILL LYNCH

In trying to secure a sustainable future,
one of the most difficult decisions facing
many developing nations is how to avoid
exploiting their natural resources to the
detriment of the local and global environ-
ment. Many nations are being warned not
to log valuable forests because of the criti-
cal role they play in carbon sequestration,
yet few are offered an alternative source of
much-needed and sustainable revenue.
Until now.

In the groundbreaking financing for Ulu
Masen Ecosystem in Aceh, Indonesia, Mer-
rill Lynch, in partnership with Carbon Con-
servation (working on behalf of the governor
of Aceh), came up with a deal that provides
carbon financing for the world’s first inde-
pendently validated avoided deforestation
project, which is compliant with the rigorous
Community, Climate, Biodiversity Alliance
(CCBA) standard. It may not be the first
avoided deforestation scheme, but it is the
first to harness the power of an international
investment bank and to link environmental
benefits with companies’ ethical product
offerings.

In April 2008, Merrill Lynch essentially
paid villagers in Aceh $9m not to log the
rainforest, which, as well as ‘trapping’ car-
bon dioxide, is home to rare Sumatran

tigers, clouded leopards and orangutans. In
return, Merrill will get the carbon credits
judged to be earned (in return for the car-
bon that is trapped by the forest which, if it
were cut down, would escape into the
atmosphere). The process is monitored and
verified by CCBA. 

Merrill is using the credits to create
packaged products for institutional clients
who want to offer ethical products to their
retail customers using ‘voluntary’ credits; for
example, a power company that wishes to
offer a carbon-neutral electricity tariff, or an
airline offering carbon-neutral flights, or a
car manufacturer who wants to carbon-neu-
tralise its cars.

Abyd Karmali, global head of carbon
emissions at Merrill, says the deal vindicates
governor Irwandi Yusuf ’s ‘Green Initiative’,
which laid the foundations for the transac-
tion. “And it’s a good model for other parts of
Indonesia, which faces one of the biggest
deforestation challenges,” he says.

Mr Karmali believes that the credit
crunch and slowing global economy may
have some impact on projects, but that
because sustainability has become one of the
variables on which companies compete, such
efforts will not be derailed. “Companies com-
pete on technology, on labour costs and on
supply chains, and sustainability has become
another competitive dimension. From that
standpoint, the need to demonstrate a clear
strategy and a strong performance in climate
change efforts is critical to corporate stake-
holders,” he says.
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