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Purpose of This Working Paper

1) Reaching agreement on support needs: In April 2009, the Department of Forestry (DoF) and Coordination Office of the Forestry Sector Support Program (FSSP) organized the first donor consultation meeting with presence of numerous international partners to discuss about DoF’s plans to take forward the REDD agenda in Vietnam. During this meeting, the World Bank offered its support to DoF in its efforts to prepare a ‘roadmap’ for REDD development that would serve to clarify international support needs to Vietnam.  This working paper forms part of a contribution of support from the World Bank and is designed to inform and stimulate discussion at the first meeting on the REDD Working Group, scheduled for July 2009. DoF encourages REDD Working Group members to provide comments and suggestions on this paper direct to the Department of Forestry (see contact details at end of this paper). 

Background

2) Emerging international consensus: It is increasingly likely that UNFCC COP 15 negotiations will conclude with an agreement that allows offset trading in emissions reductions from tropical forests. Annual emissions from deforestation in recent years are estimated to be in the range of 6-16% of global emissions
. Post-2012, a mechanism for reducing emissions from deforestation and forest degradation (REDD) could provide financial incentives for countries like Vietnam to take actions to reduce GHG emissions. The scope, shape and details that such an agreement will take are far from clear, but it is possible that countries with substantial forest resources and high rates of deforestation could benefit significantly from carbon payments made through a future REDD mechanism
. 

3) Vietnam’s growing interest in REDD: The architecture of national REDD systems will be shaped by international negotiations
. Vietnam is now beginning to engage in these international discussions through policy forums on both REDD and Forest Law Enforcement and Governance (FLEG). Regionally, it is clear that South East Asia has comparative advantage globally for mitigating GHG emissions through avoided deforestation
. Data on deforestation trends in Vietnam are unreliable for various reasons, including application of low resolution remote sensing data in forest cover mapping, weaknesses in forest cover reporting systems from local to national level; and inconsistent use of forest classification systems between forest inventory cycles
. For the time being at least, it is difficult to estimate the scale GHG emissions mitigation that might be possible through REDD
. In some areas, such as Dak Nong Province in the central highlands, which has seen a 50% loss of forest cover in the last 20 years, natural forest loss has even accelerated in recent years. 

4) International support for REDD in Vietnam: Vietnam has been selected as a participant to the Forest Carbon Partnership Facility (FCPF) - and to the Government of Norway through the United Nations Collaborative Program on Reducing Emissions from deforestation and forest degradation in developing countries (the UN REDD’ to prepare for REDD and become ready for future carbon transactions.  Interest has also been expressed by a range of other donors including Australia, Japan, Netherlands and Germany to support the readiness process. 

Issues 

5) Early policy considerations: There is an extensive and growing literature on REDD and it is not the purpose of this working paper to attempt a summary of REDD issues to date. Instead, this section draws attention to issues that will be of immediate policy concern to policy-makers in Vietnam.   These relate to (i) the contribution that REDD might make to the sector as a whole, (ii) cost-benefit considerations (what it might cost to develop and the benefits that REDD might generate) and (iii) the risks and uncertainties related to REDD. 

6) An opportunity to ‘rejuvenate’ the forest sector?: Vietnam’s forests contributed approximately 1 percent of national GDP in 2005. Real growth in the forest sector has been close to 1 percent, compared with growth in the agricultural sector of around 4 percent and national GDP growth (averaging 7.5 percent) over the same period.  The total annual value of output from forestry has averaged a modest US$385 million
 over the past five years and it is widely acknowledged that the country’s forests do not contribute to development to the extent they could. However, this figure does not reflect the actual contribution of forestry sector to the national economy, since the value of wood processing and exporting activities as well as the value of environmental services of forests have not been taken into the calculation, including carbon storage. For this reason, generating ‘Emission Reductions’ from REDD might provide an attractive financial opportunity and policy option.  Assuming agreement is reached to allow trading in offsets generated through REDD on global compliance markets
, then REDD should provide the framework for bringing a new forest product – forest-based carbon, to a new global market. 

7) Costs and benefits: Before committing significant investment required to prepare Vietnam for a ‘REDD future’, consideration might be given to the overall feasibility of REDD. REDD will be a performance-based financial instrument and will compensate countries for reducing emissions compared to a certain baseline or “Reference Emission Level”. Therefore, the most cost effective options on how to reduce emission in the forest sector in a sustainable way will need to be identified, and then compared with the expected revenues that REDD might deliver over time. The scale of revenues that REDD might offer to Vietnam will depend to a great extent on whether ‘enhancement’ options are included within the international framework. This would extend eligibility for credits from increases in carbon stocks of existing forests
. This is commonly referred to as ‘REDD+’. Vietnam’s particular circumstances - featuring large areas of denuded and degraded natural forests, lends itself to benefiting from REDD+ - because it could be cost-effective to manage these areas to sequester carbon. Vietnam would benefit much less from a REDD framework without enhancement - since forest area, carbon density and rates of deforestation are low by global standards (see Figure 1). 
8)  Intuitively, REDD is an attractive option for Vietnam as a potential source of revenue for sector financing as bilateral ODA flows begin to diminish; and to provide incentive financing for forest owners to better protect and manage their forest resources. Recent analysis undertaken for a regional economic analysis of climate change
 suggests that investments in forest protection might in future provide the most cost-effective means for Vietnam to mitigate emissions and generate offset credits for sale on global markets. This may well be the case, but this type of generic analysis is simplistic, relying upon assumptions that may or may not prove to be valid come the introduction of a market for REDD-generated offsets. For example, Vietnam now has a much-diminished natural forest estate- much smaller than many of its regional ‘competitors
’ and much of the forest state has a very low carbon density – the result of a legacy of forest degradation caused by inappropriate forest management and conflict. Furthermore, carbon offsets for natural forestry may well command much lower market prices
 in comparison with those from say renewable energy installations. For these reasons, there is a possibility that future national revenues will be modest
. For this reason, this working paper proposes undertaking some early scoping studies to allow GoV to explore the financial implications (both costs and potential revenues) of REDD. 

Figure 1: Matrix showing countries divided by forest over and historical rate of deforestation

	
	Low forest cover (<50%)


	High forest cover (>50%)

	High deforestation rate (>0.22%/yr)
	Quadrant I

e.g. Guatemala, Thailand, Madagascar

No. of countries: 44

Forest area: 28%

Forest carbon total: 22%

Deforestation annual: 48%
	Quadrant III

e.g. Papua New Guinea, Brazil, Congo (D.R)

No. of countries: 10

Forest area: 39%

Forest carbon total: 48%

Deforestation annual: 47%

	Low deforestation rate (<0.22%/yr)
	Quadrant II

e.g. Dominican Republic, Angola,   Vietnam

No. of countries: 15

Forest area: 20% 

Fores carbon total: 12%

Deforestation annual: 1%
	Quadrant IV

e.g. Surinam, Belize, Gabon

No. of countries: 11

Forest area: 13%

Forest carbon total: 18%

Deforestation annual: 3%




9) Can REDD reduce forest conversion?: Analysis will be needed to determine whether the revenues possible from REDD, supplemented by national investments (e.g. through the 661 program) and stronger enforcement and suppression efforts, would likely displace competing illegal uses of forest land, including pepper, coffee and cashew financing in the central highlands, Acacia plantations in central Vietnam; or aquaculture farming in coastal areas. A recent study in Indonesia comparing potential revenues available with those from oil palm provides some useful methodological guidance
. The study in Indonesia concluded that REDD would not be sufficient to displace oil palm unless emissions reductions credits from REDD were to trade at parity with Certified Emissions Reductions (CERs) in compliance markets
. 
10) Risk and uncertainty: A number of significant bilateral and voluntary agreements have been secured for forest carbon in tropical forests. These include Brazil’s Amazon Fund (that has so far attracted US$1 billion from Norway); and the initiation of more than 30 smaller REDD projects in Indonesia. However, approaches vary and clear guidance is not yet available. Some countries prefer a national approach, whilst others prefer project-level approaches. Therefore, there are no tried and tested guidelines for Vietnam to achieve ‘REDD readiness’. Only very recently have the first ‘Readiness Plans (R-Plans)’ emerged for review
. As for all countries with an interest in REDD, much will depend
 on the outcome of ongoing international negotiations. For example, the different ways in which baselines and reference scenarios are calculated can have a dramatic impact on the total number of emissions reductions credited and hence on the future distribution of revenues between countries

. For Vietnam, a critical issue will be whether ‘enhancement’ options (see above) are included in a post-Kyoto agreement. Furthermore, Vietnam has only recently started to develop markets for forest-based environmental services and has little experience in securing carbon offsets from the voluntary carbon markets. A cautious approach is therefore justified and MARD might understandably opt to identify synergy investments that will bring benefits to forest governance and management as a whole, creating benefits to local stakeholders and for environmental services – whilst also preparing Vietnam for future compliance carbon market financing. These types of investments should aim to:

· Strengthen national and forest monitoring and information systems
 and capacity for forest monitoring, surveillance and reporting as a basis for better performance monitoring of the 661 program and other public investment in the sector – as well as a tool for monitoring changes to carbon stocks. 

· Build robust scenarios for changes in forest loss and degradation as a basis for better sector policy and planning - as well as estimating the additional benefits necessary for a future REDD framework.

· Strengthen existing systems and capacity for forest protection and enforcement, including legal, forest planning and benefit-sharing frameworks. Effective and balanced systems of incentives and deterrents will need to protect natural forest carbon stocks, and these are needed in any case to protect what is left of Vietnam’s natural forest base in the face of strong market demand for illegally-sourced wood and wildlife. Benefit-sharing systems will need to be clear and attractive in order to create sufficient incentives for local forest owners to invest seriously in forest protection. The ‘661 Program’ may provide a useful building block, but payments will need to be increased and made performance-based if this is to be useful in the context of market-based carbon forestry. Stronger and more effective enforcement systems will still be needed to deter prevent illegal logging, forest land encroachment and other forms of ‘carbon theft’. 

11) Other systemic risks and constraints might ultimately prevent the establishment of a functioning REDD system, or might otherwise make offsets generated by REDD unattractive to buyers due to high levels of risk. Scoping studies should assess these risks which might include:

· Secure land tenure: Only a tiny proportion of overall forest land has secure forest land tenure at household or community level (<5% of total forest land resources
). Most of the natural forest estate is under the control of state-managed management boards and SFEs. This will raise questions as to who will ‘own’ the offsets generated, and what incentive they will have to prevent carbon loss. Secure land tenure is not a pre-requisite for REDD since at national level, emissions reductions (ERs) will not be attributable to individual forest owners. However, secure land tenure would greatly improve prospects for protecting the carbon assets in natural forests – and hence for generating ERs for sale on carbon markets. The potential to generate REDD revenue flows might also make provincial authorities less inclined to make much-needed reforms to SFEs and hence slow progress in meeting government policy targets for SFE reform. This in turn will slow the forest land allocation process to households and communities. 
· Security sensitivities: Constraints to monitoring and verifying forest carbon stocks may emerge in ‘sensitive’ areas where national security interests prevail, for example, the central highlands where access restrictions are routinely placed on foreigners by local authorities and border zones under military control. Combined, these areas comprise a substantial proportion of remaining natural forest areas of interest to prospective offset buyers. These areas would need to be zoned-out of REDD planning at the scoping stage and the impacts of this on the financial viability of REDD would then need to be assessed.

· Displacement: Vietnam has a fast-growing wood processing industry which consumes most of the domestic supply from natural forests in Vietnam.  Imports of wood from around the world, and especially Cambodia and Laos, have grown dramatically over the last decade. With this comes a risk that REDD implementation in Vietnam would simply displace wood sourcing to countries with weak systems of forest law enforcement and governance. This difficult issue will need to be addressed in global negotiations on REDD. 

12) Links to the Forest Law Enforcement and Governance (FLEG) agenda: GoV’s growing policy interest in so-called Forest Law Enforcement and Governance (FLEG) is extremely relevant to REDD, since the design of REDD schemes must seek to minimize ‘leakage’ of sequestered carbon through illegal logging, land conversion, forest fires and substitution through imports of wood from illegal sources elsewhere. An effective framework for forest protection and governance encompassing policy, legal, planning,  and enforcement frameworks will be fundamental to the success of any national REDD policy.  Since forest crimes pose a risk to the long-term viability of offsets generated through REDD, weak systems of forest law enforcement and governance will lower the prices investors will be prepared to pay for Vietnam’s forest offsets. The World Bank with EC support is preparing an assessment of forest law enforcement and governance in Vietnam
 that reviews policy, legal and enforcement frameworks for this purpose.  

13) FLEG-related risks: Current sector financing is input-based, relying on 5-year investment plan allocations and 661 payments for forest protection and planting. Reporting focuses mostly on inputs – funds allocated and disbursed, numbers of protection contracts, hectares of forest land planted etc. Monitoring data on impacts is not consistently collated and the quality of forest cover data is frequently inconsistent and questionable. Discussions and data on illegal forest land conversion and logging is considered ‘sensitive’ – making it difficult to accurately assess trends in natural forest loss and degradation. Vietnam does not systematically apply and make available the outputs of spatial technologies, such as aerial surveys and satellite surveillance, commonly used elsewhere to share information on the status of forest resources, due to sensitivities over national security.  There are also political sensitivities over the legality of wood imports from neighbouring countries.  If GoV adopts a policy position to pursue REDD financing, then these types of issues will need to be considered head-on, since carbon markets will only reward performance and outcomes (i.e. carbon actually sequestered) supported by robust forest monitoring systems that are open to transparent third party verification. Trade issues will also need to be addressed openly to assure investors (whether these are funds or market buyers) that deforestation is not simply displaced to neighbouring countries via imports of wood sourced illegally. Many of these issues are raised by the recent World Bank assessment of FLEG, and these issues will need to be addressed systematically if progress is to be made in getting Vietnam ‘REDD Ready’. 

Moving forwards

14) Reaching a common understanding on what needs to be done: There has been a great deal of confusion between GoV and international partners over the nature and sequencing of inputs that will be necessary to get Vietnam ready for REDD
. This is to be expected, given the uncertainties and risks (discussed above).  This working document proposes to ‘unpack’ preparatory thinking on activities likely to be needed into three broad phases. It is important that DoF achieves consensus with its partners on the inclusion and phasing of these activities, so comments on this aspect of the working paper are particularly welcome.  Annex 1 provides an indicative summary of the activities and outputs anticipated for each of the three phases of REDD design and development. 

15) Harmonization:  It is important that REDD is not seen in isolation from mainstream forest policy, governance and forest management. A key principle of REDD policy and readiness planning should therefore be a strong emphasis on harmonization principles – namely, by working with existing systems of forest sector governance and service delivery. For example, Vietnam has a well-established legal and policy framework and a decentralized system of forest governance that could be used to support the generation of carbon offsets and incentives for better protection and management of natural forests. The National Target Program for Forests (known as the 5 Million Hectares Reforestation Program – or 661 program) provides a means of supporting protection of natural forest and a potential mechanism through which revenues from carbon markets could be distributed and re-invested in forest protection (although substantial reforms to this program would be needed to ensure these payments become performance-based). FPD is present across the country with offices in all provinces and districts and with over 10,000 forest rangers. The Forest Inventory and Planning Institute (FIPI), with nearly 700 staff across the country is responsible for monitoring and inventorying forest cover. Modest progress has also been made in establishing community forestry pilots
 and there has been a recent proliferation in the establishment of village protection groups. These features (and more) of the existing forest management system can be used as building blocks for a future REDD framework – providing little justification for establishing parallel systems for REDD. 

16) Sequencing
: This working paper proposes to organize REDD preparatory activities into three broad phases - simply as a means of reaching clarity on sequencing issues. Figure 1 summarizes outputs from each phase of the REDD planning process and Table 2 summarizes proposed activities for each phase. 

· Phase 1 would entail the establishment of coordination and steering mechanisms for the REDD development process as a whole, aimed at ensuring that key stakeholders are engaged systematically throughout the REDD development process. A series of scoping studies would also be prepared to explore the financial implications that REDD may have in terms of both revenue generation and investment costs; and to sketch-out options for required policy development and institutional reforms. The presentation of the scoping studies would provide an important opportunity to broaden awareness of REDD across relevant government agencies and provincial units and to reach consensus within government and with international partners on next steps. 

· Phase 2 would then seek to build a robust policy platform for REDD, perhaps through preparation of a national REDD programme

.  This phase would also include the development of an ‘R-Plan’ that sets-out necessary actions, financing needs and input scheduling for detailed readiness work. The R-Plan would include detailed terms of reference for design of the national REDD framework and for improvement of the Monitoring, Reporting and Verification systems. There could be considerable overlap in the sequencing of some Phase 1 and 2 activities. 

· Phase 3
 activities would involve mobilization of the team responsible for detailed analysis and design activities. This would include the preparation of baselines and reference scenarios, investments in the improvement of the monitoring, reporting and verification procedures, design of ‘implementation’ measures – including of how REDD would be managed nationally, including options on how to share revenues from  REDD and how a national accounting system of carbon emission reductions could be established.  Perhaps also design of pilots and targeted capacity building efforts would start during Phase 3. The team would also prepare a REDD Readiness investment package that would detail the investments needed for forest carbon management at national level. 

Figure 2: Phases and Outputs



Table 1: Summary of Phases and Indicative Activities

	REDD development phase
	Activities

(indicative)
	Scheduling (indicative)
	External financing needs (indicative)

	Phase 1: Scoping and coordination
	Institutional coordination through establishment of REDD Working Group and steering committee.

Policy scoping studies (e.g. on revenues, FLEG, ‘macro’ issues).

ToR design for Phase 2
	June – October 2009
	< $50,000 for scoping studies.

GoV to host steering committee and Working Group meetings. 

	Phase 2: Policy development and planning

 
	Formulation of a national REDD policy statement

Rapid assessment of national systems, based on which… 

Design of detailed terms of reference and costings for REDD system design, including reference scenario  development, design of monitoring, reporting and verification systems, implementation and management systems, impacts assessment and stakeholder consultations. 
	October – December 2009
	<$150,000 for rapid assessment and detailed ToR design work.  

GoV cover costs of national policy development based on scoping studies and national priorities. 

	Phase 3: Reference scenario development and detailed design for ‘REDD Readiness’
	Development of a fully-fledged design/feasibility study, discussing the options for REDD.

Preparation of reference scenarios for carbon stock changes at national level.
Implementation of investments in MRV
Capacity-building and institutional strengthening

Piloting work preparation
	January– December 2010
	Unknown, but likely to be $500,000 to $3 million to design detailed investment package/feasibility study and build necessary capacity. 


Description of REDD Planning Activities:

Phase 1 : Coordination and Scoping

17) Phase 1 activities: This phase includes broad ‘process management’ actions, such as building mechanisms for coordination, technical support and finance mobilization; and ‘scoping’ studies to provide a basic platform of information needed for senior decision-makers  for REDD policy-making. DoF has made a start on Phase 1 activities, but scoping work has yet to be undertaken. Scoping activities will be the principle focus of work over coming months. 

Institutional coordination

18) Institutional coordination: Efforts to introduce new policies and practices in relation to carbon management will cut across the institutional mandates of a number of ministries and line departments. It was agreed during meetings between DoF and international partners in April 2009 that MARD would establish a REDD National Network and form a core group within the network to work on technical matters, called as REDD ‘Working Group’ to support GoV’s efforts on REDD. A set of draft terms of reference for the Working Group will be presented for discussion at the first Working Group meeting in July 2009.  Since there are a wide range of partners with a potential stake in REDD discussions, DoF will need to find the right balance between participation in working level matters – the work of the REDD Working Group, and broader engagement at the senior policy and planning level. This issue will be tabled for discussion during the first meeting of the REDD Working Group. Initially at least, DoF will invite participation from agencies with an active interest in REDD development. The overall aim of the Working Group will be threefold, to:

· Widen awareness and understanding of REDD and develop a stakeholder involvement plan.

· Provide advisory support on REDD policies and development. 

· Assist GoV to mobilize financing for REDD framework development.

19)  Institutional partners (MARD): The key stakeholders are MARD - including the Department of Forestry (DoF) – responsible for overall policy development, the Forest Protection Department (FPD) responsible for forest protection and conservation, and the International Cooperation Department (ICD) who contribute to international policy discussions on both REDD and FLEG. The Standing Office of Climate Change Adaptation (OCCA) also plays a role in promoting climate ‘mainstreaming’ within MARD. 

20) Institutional partners (beyond MARD): These include the Ministry of Natural Resources and Environment (MONRE) - responsible for leading state policy on climate change and leading international negotiations; the Ministry of Finance -  since carbon market revenues may provide a stream of revenues for public goods financing; and local authorities at provincial level and below. 
21) Other national stakeholders: Various other stakeholders will have a role to play in REDD design and implementation – for example mass organizations, national NGOs and the private sector.
22) Institutional partners (international): Various international agencies have interests in REDD development and support, including multilateral development banks, bilateral agencies, UN agencies and NGOs. These interests and areas of comparative advantage are described in more detail in the donor mapping exercise prepared by UNDP and launched in April 2009
.  The challenge for GoV is to ensure these efforts and interests are harnessed effectively behind a clear GoV-led strategy and policy platform. For this reason, this working document is designed to encourage agencies to start thinking specifically about the support they may wish to provide in relation to different phases and/or activities. 

Scoping studies

23) Policy and forest management analysis:  REDD framework development may entail substantial investments and transaction costs. Whether these costs are worth bearing will largely depend on the extent to which REDD can also support broader forest governance objectives – such as poverty alleviation, building sustainable forest-based livelihoods, protection of environmental services and conservation of biodiversity. Many investments are ongoing and relevant in terms of achieving broader sector objectives – and will complement, and make a future successful REDD framework possible. A range of FLEG-related issues also need to be explored further in relation to their implications for REDD.  Phase 1 scoping studies will therefore seek to elaborate on these issues further in order to provide a basis for political decision-making on REDD development.

24) Financial analysis Ultimately, the scale of potential revenues available from carbon markets – and whether these will be sufficient to displace competing land uses, will play a decisive role on whether GoV will proceed with REDD.  For this reason, a financial scoping study at national level will be needed that examines potential revenues that could accrue, based on scenarios for: a) Forest loss and degradation, b) Carbon prices and c) Impacts of REDD financing on future rates of degradation/forest loss.  Thus far, there has been no robust assessment of whether REDD will contribute substantial resources on a national basis
. 

Phase 2: Policy Development and Planning


25) Establishing REDD Policy Objectives: Based on the Phase 1 policy scoping studies, a policy framework could be formulated for REDD that sets-out a broad vision and direction for the role that carbon market financing might contribute to forest governance and protection.  GoV has not issued a formal, high-level policy statement on REDD and carbon management is largely omitted in the National Forest Development Strategy 2006-2020. 

26) Developing a Reference Scenario of Deforestation and Degradation
: A key component of REDD preparatory agencies will involve accurate analysis of trends in forest cover and carbon stocks over the past decade or so and forecasts for changes in forest cover and carbon density under different scenarios. These will then used as a basis for quantifying the impact of REDD offset payments on carbon sequestration at national level.  This pre-requisite may well require additional investments in technical analysis and scenario planning – work that can be supported by FCPF grant support.  Vietnam is not starting from scratch on this issue. The Forest Inventory and Planning Institute (FIPI), which leads on forest resources assessment and monitoring in Vietnam, manages the National Forest Inventory, Monitoring and Assessment Program (NFIMAP) which is carried-out every 5 years. FIPI has substantial institutional resources – a headquarters office in Hanoi, 6 regional offices (sub-FIPIs) and about 700 staff. These impressive resources can be harnessed for reference scenario development.  
27) Detailed Terms of Reference for Phase 3 will be needed that include (i) assessment of changes in forest area, land cover and carbon density over the past decade (ii) development of a historical trend in forest cover and carbon density change (iii) development of forecasts for change in forest cover and carbon density under different scenarios and taking into account macro-economic trends, plans and policies of various sectors, (iv) review, consultation and approval of a national reference scenario by the inter-agency working group, other relevant authorities and independent experts.  This activity will include identification of a workable remote sensing monitoring system and development of an estimate of carbon density by forest type and condition. It is likely that this work will be undertaken by MARD’s research institutes, for example the Forest Inventory and Planning Institute and/or the Forest Sciences Institute of Vietnam.  

28) Design of Monitoring, Reporting and Verification Systems: A robust and reliable national system for monitoring, reporting and verification will be key to maintaining investor confidence that carbon offsets have indeed been generated. This step will therefore seek to develop ToRs for the design and implementation of a monitoring, reporting and verification system that will meet anticipated requirements of the global REDD markets. Where possible and appropriate, these will build on existing systems, including those operated by FIPI but it is likely that these will need to be improved to meet the requirements of a future REDD framework.   The monitoring and reporting system will be developed through consultation with national stakeholders and expert groups and will, to the extent possible, align with international norms and standards. It
 will build on the technologies and approaches developed under step 3 above.  The ToRs will include work to determine proposed verification mechanisms including by third parties to ensure credibility of carbon assets offered to buyers.

29) REDD Implementation Framework Development: A future REDD strategy will require a clearly-designed framework that defines in detail the institutional responsibilities, legal requirements and ‘benefit sharing’ mechanisms required to ensure that carbon market financing creates the necessary incentives for  better forest protection and management. The legal framework will determine the ‘rules of the game’, the institutional framework will need to determine the roles and responsibilities of key agencies; how and who will manage REDD transactions; and benefit sharing mechanisms will need to specify who will be eligible to benefit from revenues generated from REDD offsets - and how these revenues will be transferred from the national level.  ToRs will therefore need to be developed that cover: (i) discussion of how and where REDD operations will be implemented in the country (national approach or implementation of pilot areas); (ii) assessment of institutional arrangements and legal requirements needed to implement the REDD strategy, (iii) design of equitable payment mechanism, (iv) coordination and management mechanisms for delivery of reduced deforestation and degradation from causes in other sectors, that might include a financial management system for REDD revenues, ownership of carbon revenues, a registry of different initiatives and pilots and a transparent national accounting system. 
30) Social and Environmental Impact Assessment and Stakeholder consultation. This group of activities with include (i) Preparation of ToRs to assess potential social and environmental impacts of the national REDD strategy candidate programmes.  (ii) Identification of potential risks and unintended consequences on vulnerable groups and natural habitats (iii) evaluation of potential impacts regarding options identified for a revenue sharing system.  To access FCPF funds, the assessment will need to address World Bank safeguard policy requirements concerning natural habitats, forests, indigenous people and involuntary settlement.  

Phase 3: Detailed Design, Institutional Strengthening and Piloting. 

31) Phase 3 activities will need to be agreed and identified during phase 2, but these are likely to comprise detailed systems design for the REDD framework, including the implementation of the monitoring and verification systems and implementation mechanisms (including for benefit sharing); building of capacity to operate and manage a REDD system properly and field level piloting of REDD to check that national systems can operate effectively down t the field level. An investment component will also be needed for the necessary strengthening of national systems (for example, in forest monitoring and surveillance and in capacity-building). Some of the needs will be catered for already through the UNREDD initiative approved in April 2009. Design of an investment package to complement UNREDD support may also be needed.  This phase is likely to take 1-2 years of detailed design, piloting and capacity-building work. 

Next Steps

32) Depending on the outcomes of Working Group discussions, the next steps are likely to comprise:

· Formal agreement on ToR for the REDD Working Group, agreement on Working Group membership and senior-level steering committee arrangements.

· Preparation of terms of reference for scoping studies, review by REDD Working Group and engagement of appropriate consultants.

· Government review of scoping studies and development of a national policy statement on REDD.

· Review and endorsement of Phase 2 ToR, specifically terms of reference for policy development and planning team. 


Annex 1: Activities and outputs by phase.

	Phase
	Activities
	Outputs
	Status (May 2009)
	Completion date (indicative)

	Phase 1: Scoping and coordination
	Awareness raising of REDD at policy and planning level. 


	Minister-level agreement to proceed with REDD as a policy priority. 


	Done. REDD included in MARD’s action framework for climate change, approved by MARD Minister. 


	Completed

	
	Development of coordination mechanisms
	Steering committee establishment. 

Inter-agency Working Group/working group establishment


	Discussions ongoing on options for steering committee (OCCA?)

Draft ToR for inter-agency working group / Working Group.  
	Steering committee discussion on REDD  July 2009

First meeting of REDD Working Group June 2009

	
	Preparatory work for planning and capacity-building
	Readiness Plan Ideas Note (R-PIN) preparation and approval.


	FCPF R-PIN approved by MARD and World Bank [date]
	Completed



	
	
	UNREDD capacity development proposal


	UNREDD proposal approved March 2009.
	Complete

	
	
	Draft REDD roadmap reviewed, adjusted and approved by REDD Working Group.

 
	Under development
	June 2009

	
	Policy scoping studies
	Short scoping reports on issues, options, constraints and risks
	Not started 

WB has prepared a draft FLEG assessment report. 
	By December 2009

	Phase 2: Policy development and planning
	REDD policy development based on scoping studies.


	Policy statement and scoping papers 

Policy position on REDD approved at Minister level or above.


	Not started.
	By December 2009

	
	Mobilisation of REDD planning design team for readiness planning.
	ToR and cost estimates for REDD feasibility study. 


	Not started.
	R-Plan in place by December 2009 (prior to UNFCC COP 15).

	Phase 3: Reference scenario development and detailed design, piloting and capacity development.
	Detailed design and development
	Feasibility study 
	No started
	Completion by end 2012



	
	Piloting at sub-national level
	Lessons and experience for adjustments to REDD design. 
	
	2010  - 2012

	
	Institutional strengthening
	National institutions capable of implementing REDD frameworks and attracting offset investors.


	Not started
	2010 - 2012

	
	Capacity-building
	As above
	Not started
	2010 – 2012

	
	
	
	
	


Annex 2: Donor coordination matrix

	Phase
	Activities
	Outputs
	GoV agencies involved
	International support

	Phase 1: Scoping and coordination
	Awareness raising of REDD at policy and planning level. 


	Minister-level agreement to proceed with REDD as a policy priority. 


	MARD (DoF) to lead and coordinate
	

	
	Development of coordination mechanisms
	Steering committee establishment. 

Inter-agency Working Group/working group establishment


	???

MARD (DoF,FPD,ICD)

MONRE (CC focal point)
	???

UNDP, Norway, Netherlands

	
	Preparatory work for planning and capacity-building
	Readiness Plan Ideas Note (R-PIN) preparation and approval.


	Completed
	Completed

	
	
	UNREDD capacity development proposal


	Completed
	Completed

	
	
	REDD roadmap reviewed and approved by REDD Working Group.

 
	REDD Working Group
	WB

	
	Policy scoping studies
	Short scoping reports on issues, options, constraints and risks
	DoF, FPD,FIPI
	??? (financing from TFF?)

	Phase 2: Policy development and planning
	REDD policy development 


	Policy statement and scoping papers 

Policy position on REDD approved at Minister level or above.


	
	UNREDD

	
	Mobilisation of REDD planning design team for readiness planning
	Detailed ToR and cost estimates for REDD strategy and systems development and impacts. 


	
	

	Phase 3: Detailed design, piloting and capacity development.
	Detailed design and development


	Feasibility study
	
	

	
	Piloting at sub-national level
	Lessons and experience for adjustments to REDD design. 
	
	UNREDD

	
	Institutional strengthening
	National institutions capable of implementing REDD frameworks and attracting offset investors.


	
	UNREDD

	
	Capacity-building
	As above
	
	UNREDD

	
	
	
	
	


Annex 3: Scheduling and Phasing (indicative)

	Phase
	Activities
	Outputs
	2009
	2010
	2011

	Phase 1: Scoping and coordination
	Awareness raising of REDD at policy and planning level. 


	Minister-level agreement to proceed with REDD as a policy priority. 


	XX
	
	

	
	Development of coordination mechanisms
	Steering committee establishment. 

Inter-agency Working Group/working group establishment


	XX

XX
	
	

	
	Preparatory work for planning and capacity-building
	Readiness Plan Ideas Note (R-PIN) preparation and approval.


	Completed
	
	

	
	
	UNREDD capacity development proposal


	Completed
	
	

	
	
	Draft REDD roadmap reviewed, adjusted and approved by REDD Working Group.

 
	XX
	
	

	
	Policy scoping studies
	Short scoping reports on issues, options, constraints and risks
	XX
	
	

	Phase 2: Policy development and planning
	REDD policy development based on scoping studies.


	Policy statement and scoping studies

Policy position on REDD approved at Minister level or above.


	XX
	XX
	

	
	Mobilisation of REDD planning design team for readiness planning.
	ToR and cost estimates for REDD feasibility study. 


	
	XX
	

	Phase 3: Detailed design, piloting and capacity development.
	Detailed design and development
	Feasibility study 
	
	XX
	XX

	
	Piloting at sub-national level
	Lessons and experience for adjustments to REDD design. 
	
	XX
	XX

	
	Institutional strengthening
	National institutions capable of implementing REDD frameworks and attracting offset investors.


	
	
	XX

	
	Capacity-building
	As above
	
	XX
	XX


Phase 1: Scoping and coordination





Phase 2: Policy development and planning





Phase 3: Reference scenario development and detailed design





Task force and steering committee in place 





Scoping studies 





ToR for Phase 2 planning





Detailed Action Plan for reference scenario development, MRV  and REDD framework design. 





REDD policy/strategy statement





REDD reference scenario at national level





National REDD framework design, including monitoring and verification arrangements and implementation arrangements





REDD Readiness investment support package for strengthening national systems for forest carbon management 





Field level pilots





Strengthened REDD capacity








� OECD (2007). Financing mechanisms to Reduce Emissions from Deforestation: Issues, design and implementation. Organisation for Economic Cooperation and Development (OECD) and the International Energy Authority (IEA). Paris


� For an overview of options under consideration, see Parker,C., Mitchell, A,.Trivedi, M., Mardas, N.   (2009). The Little REDD+ Book. An updated guide to governmental and non-governmental proposals for reducing emissions from deforestation and degradation. Global Canopy Programme, Oxford, UK.


� See discussion in Government of Vietnam (2008).  Readiness Plan Ideas Note (RPIN). March 2008


� Negotiations at the December 2009 meeting of the Conference of Parties (COP 15) to the United Nations Framework Convention on Climate Change (UNFCC) is expected to provide further clarity on how and to what extent  compliance market trading of forest carbon offsets generated through REDD will be included in a future climate deal. 


� The Economics of Climate Change in South East Asia: A Regional Review. Asian Development Bank, April 2009. 


� e.g. Indonesia, Papua New Guinea, Malaysia.


� Due to increased long term risk associated with forest-based offsets. Risk premiums from Vietnam-based offsets may well be very high due to low levels of transparency and perceived weaknesses in forest monitoring systems. 


� da Foncesca, Gustavo, A.B., et al No Forest Left Behind. PLoS Biology, vol. 5, No. 8 pp 1645 (cited in Parker et al 2009).


� Butler, R.A., Koh, L.P. and Ghazoul, J. (2008). REDD in the red: palm oil could undermine carbon payment schemes. Conservation letters xx (2009). Wiley Periodicals. 


� Plans for Indonesia, Panama and Guyana are now at review stage. 


� See for example, Griscomb,B., Shoch, D.,	Stanley, B., Cortez,R. and Virgilio, N (2009). Implications of REDD baseline methods for different country circumstances during an initial performance period� HYPERLINK "http://unfccc.int/files/methods_science/redd/application/pdf/" ��. http://unfccc.int/files/methods_science/redd/application/pdf/


redd_baselines_03_06_09.pdf�  


� World Bank (2008). Forest Law Enforcement and Governance in Vietnam: A National Assessment of Issues and Options. Draft Working Paper. May 2008


� UN-REDD Viet Nam Programme:  Institutional Donor Mapping - Mapping out international donor support for developing a National REDD Program in the Socialist Republic of Viet Nam: Included in Annex B of the UNREDD proposal


� Thinking on reference scenarios, monitoring and reporting systems  draws on previous thinking and work undertaken in Lao PDR by World Bank as part f R-Plan pre-preparation efforts. 





�Benefits of implementation of RED-Plus should be mentioned rather than only REDD itself


�Why? Compares to which region? At  present, UNFCCC does not promote any regional cooperation approach in  cutting emission because of some reasons.


�Regional diversity on deforestation and issue of deforestation should be mentioned


�This figure needs to be checked. I think that it does not include the value of wood processing and exporting activities


�Benefits from implementing REDD-Plus is not only the C stock. Definition of REDD-Plus and total potential benefits should be re-visited.


�As mentioned in previous comment, revenue of doing REDD is not only from selling C.


�I agree but what happens if revenue from REDD is combined with one from PES?


�Institutional arrangement aspect also need to be included


�It is only true in the two first initial phases.  When REDD is in full implementation phase, a common method of developing REL will be applied


�Market-based approach and verification system


�Pls, check this number


�I do not think so. The GoV (at the highest level) did not give any official document on point of view on the REDD implementation. It has no doubt on the different understanding the REDD and its implementation (this happens also between the international development agency – the Bank has not identical point of view from other non-profit development agencies) 


�I do not agree with this argument. Pls, have a look at the reports of the Community Forestry Workshops organized by IUCN and GTZ last months


�The fact is that these phases are not clearly distinguished and overlapped. Some activities are simultaneously conducted. Therefore, sequencing may not be a suitable word. 


�As stated clearly in numerous discussions, VN will not develop the REDD strategy, it is the REDD program under the FDS


�The FDS will be revised to establish the FDS for the period from 2011-2025. The REDD is only one component of the FDS


�Capacity building and experience/information sharing are crucial as REDD is a brand new issue


�A study on the analysis of current benefit sharing or financial distribution systems and designing a suitable one for REDD is inevitable and it plays a vital role in designing institutional arrangement and position of line agencies


�Role of NGOs and other non-government stakeholders are not mentioned in most activities/phases.
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