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Anoexure [I1

Conducting cost-benefit analysis for projects involving forest diversion

(i) While considering proposal for diversion of forest land for non-forestry use, it is
essenual that ecological and enviromental losses and eco-vconomic distress caused
to the people who are displaced are weizhied agamst econemic and social gains.

{11} Whenever the foerest land is involved in the development projects, the cost of
ecosystem services and fraginentation of hebitat of wildlife and economic distress
caused o people dependent on forests and the cost of settlement of people dependent
on forest should also be added as the cost of forest diversion in additon to the
standard project cost which would have heen incurred by the user agencies without
mvalvement of forest land while conducting the cost benefit analysis of the project
Similarly, the benefits from the project acerning due to diversion of forest land and
used in the project should also be accounted for in the benefils component in addition
1o the standard benefits of the project which would have been accrued without
involvement of forest land while conduciing the vest benefit snalysis and determining
the benefit and cost ratio (BC ratia).

(111)The cost of compensatory afforestation and its maintenance in future and scil &
moistue conservation at present discounted value sud future benefits from such
Compensatory Afforestation aceruing over next 50 years monetized and discounted ro
the present value should be included as cost and benefits respeativélyof compensatory
alforestation while conducting the cost benelll saalvs:s and determming the benefu
and cost ratio (BC ratio).

(iv) Table-A lists the details the types of projscts invelving forest land for which cost-
benefit analysis will be requirad. Table-B lists the parametars aceording w which the
eost aspect of forest land diverted for the development projects will be determined,
while Table-C lists the parameters for assessing the benefits accruing to the project
using of forest land. :

(v) A cost-benefit analysis as above should accompany the proposals sent to the Central
Government for forest clearance under the Forest Conservation Act.

Table-A: Cases under which a cost-benefit analysis for forest diversion are required

S. Nature of proposal Applicable/ . Remarks 1
No. not applicable
1 All catepories of proposals | Notapplicable | These propesals may  be
imvolving forest land upto 20 cemsidered on a case-to-case
hectares in plains and upto 5 basis and value judginent.
hecrare in hills, |
2 Proposal for defence | Notapplicable | In view of pational Priority
installation purposes and o1l accorded to these sectors, the
prospecting (prospecting | proposals would be critically !
only). | assessed to help ascermain that
the wimost minimum forest
land 15 diverted for non-forest
B use.
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3 | Habitation, establishmen: of
indusirial units, wurist jodpes

Not applicable | These acriviries being |
: | detrimental to protection and

| complex and other buwlding canservation of forest, as a
construction. i matter  of  policy, such
I proposals would be rarely

| { _ entenained N
4 All other proposals involving . Applicahle These are cases where a cost. |
forest land more than 20 l benefit analysis is necessary
hecteres in plains and more o determine when diverting
than 5 hectares i hills | the forest land to non-forest |
meluding rogls, transmission usc m the overall pub!icl
i lines, minor, medium and interest. |
major  brigation  projects, | i l
hydro projects, minng | |

agtivity, railway lines.

location specific installations
like micro-wave stations. auto
repeater centers, TV lowers

elc. '

1

Fable-B: Estimation of cost of forest diversion

S Parameters Remarks
| No. . =
! Ecosystem services losses due | Feonomic value of loss of eco-system services
! to proposed forest diversion. | due to diversion of forests shail be the net
oresent value (NPV) of the forest land being
divertedd  as prescribed by the Central
) | Govemment (MeEF&CC).
| Nuarte: In case of National Paris the NPV shall
2 be ten (10) times the normal NPV and in case
of Wiidiife Sancmary the NPV shall be five (5)
times the normual NPV ar otherwise prescribed
by the ministry or any other competernt
| authorioy,

2 Loss of ammal husbandry | To be quantified and expressed in monetary |
productivity, including loss of | terms or 10% of NPV applicable whichever is
' .| fodder. - maximumn,
3 Cost of human resettlement. | ‘1o be quantified and expressed in monetary
N terms as per approved R&R plan.

4 Loss of public facilities and | To be quantified and expressed in monetary
| administrative infrastructure | terms on actual cost basis at the time of
(Roads, building, schools. | diversion
dispensaries, electric  lines.
railways, el¢.) on forest land,
which would Yequire forest
land if these facilities were
diverted due to the project.
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