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1 | introduction
in 2005, in response to a joint proposal from the governments 
of Papua new Guinea and costa rica, the 11th meeting 
of the conference of the Parties (coP) to the united na-
tions Framework convention on climate change (unFccc)       
began considering the possibility of including the reduction 
of emissions of greenhouse gasses from deforestation and 
degradation (rEdd+) into a post-Kyoto climate change miti-
gation agreement. the recognition of the potential cost-ef-
fectiveness of rEdd+ in reducing emissions led to its inclusion 
in the Bali Action Plan agreed at coP13 in 2007. 

Viet nam is one of nine first countries where the un-rEdd Pro-
gramme is supporting the development of rEdd+ readiness. 
in preparing for rEdd+, there are several elements that need 
to be addressed - the “components of readiness”. of these, 
the Government of Viet nam (GoV) identified the design of 
a comprehensive benefit distribution system (BdS) as a prior-
ity for un-rEdd support. this is an innovative because so few 
countries have looked at how benefits should be distributed. 
it is also courageous because, unlike carbon monitoring and 
other technical challenges, it raises potentially sensitive gov-
ernance issues. 
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1.1 forest cover
in 2009, Viet nam had more than 13.11 
million hectares was forested, with the 
remainder consisting of denuded hill-
sides and barren lands. of the forested 
land, 10.34 million hectares are natu-
ral forest and 2.77 million hectares are 
plantation. in terms of management, 
there are three types of forest: special 
use forests or SuFs (mainly protected 
areas) covering 2.2 million hectares; 
protection forests covering 5.7 million 
hectares; and production forests to 
be about 8.3 million hectares. 

Viet nam’s forest cover has under-
gone dramatic changes from about 
43% to 27% in the period 1943-1990. 
Between 1990 and 2000, however, as 
a result of extensive replanting, Viet 
nam gained an average of 236,000 
hectares of forest per year, equiva-

lent to a 2.5% annual increase. Be-
tween 2000 and 2005, the growth 
rate was 2.1% per year, and by 2009 
forest cover reached 38.1% (MArd, 
2010). 

However, the national figures mask 
wide variations in different parts of 
the country. in the central High-
lands, deforestation is the dominant 
land use change. in other parts of 
the country, for example the north-
central region, forest loss continues 
but at a much lower rate and the 
forest cover is virtually stable.
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1.2 forest tenure
According to the constitution of the 
Socialist republic of Viet nam, all for-
est resources (including land, trees, 
and wildlife) are under the owner-
ship of the people. on behalf of the 
people, the State manages forest re-
sources and legally entrusts the man-
agement of forest to specific groups. 
At present, eight different groups are 
recognized, namely:

State-owned companies (Socs), 1. 
formerly known as state forest     
enterprises (SFEs).
individual households.2. 

the first five of these groups account 
for well over 90% of all forest areas. in 
terms of tenure arrangements, Socs, 
and households are allocated forest 
for long-term management (typically 
50 years) and are entitled to land use 
certificates that legalize their control. 
Although Socs have recently been 
restructured and have had to return 
part of the forest under their manage-
ment to the state for allocation to the 
other stakeholders, they still play an 
important role. in many provinces, 
particularly in the central and south-
ern parts of the country, Socs not 
only manage the forest allocated to 
them but also control the forest they 
used to manage. 
PFMBs, PAMBs, and cPcs are typical-
ly allocated forest for an unspecified 
period. Management boards are en-
titled to receive state budget for for-
est management. cPcs often serve 

Management boards forProtec-3. 
tion Forest (PFMBs).
Management boards for SuF 4. 
(PAMBs).
People’s committees (Pcs), mostly 5. 
at the commune level (cPcs).
Village communities.6. 
Joint venture enterprises;7. 
Army units;8. 

in 2008, the areas of natural and  
plantation forests under different 
management systems are given    
below: 

inhectares Soc M BPF/SF Household community cPc other total

natural forest 1,635,000 3,900,000 1,900,000 112,000 2,163,000 639,000 10,349,000
Plantations 471,000 499,000 1,248,000 28,000 375,000 149,000 2,770,000
total 2,106,000 4,399,000 3,148,000 140,000 2,538,000 788,000 13,119,000

as temporary custodians of forest that 
was formerly managed by Socs and 
is in the process of being allocated to 
other stakeholders (e.g., households or 
communities). cPcs therefore do not 
have full tenure rights to the forest un-
der their users. in practice, such areas 
often turn into “open access” zones 
as many cPcs do not have sufficient 
staff to manage the forest under their 
care.



PossIBLe reDD+ sYsteM DesIGn In vIet nAM
A. PLAnninG And iMPLEMEntAtion

B. BEnEFit diStriBution

national rEdd Strategy sets overall goals and plans, establishes roles for pro-1. 
vincial and district agencies, monitoring roles, etc., and guidelines to be used 
in determining local benefit distribution. 
Agencies defined in national rEdd Strategy monitor implementation of rEdd 2. 
actions. 
Local Pcs determine locally appropriate benefit distribution proposals, follow-3. 
ing guidance from the national rEdd Programme and prepared in a partici-
patory manner.
Local agencies prepare socio-economic development plans that mainstream 4. 
rEdd considerations.
At periods defined by unFccc, agencies responsible for monitoring emissions 5. 
undertake monitoring activities. 
Viet nam’s performance report compiled, comparing actual measured emis-6. 
sions with projected emissions under the national reference Emissions Level 
(rEL), submitted to unFccc. 
unFccc verifies and certifies the number of carbon credits achieved.7. 
Viet nam is eligible to receive revenues corresponding with verified carbon 8. 
credits through an international market and/or funding mechanism.

Viet nam receives revenues into a national rEdd Fund (new stand alone 9. 
fund or sub-fund of an existing fund), overseen by a broad-based, multi-
stakeholder governing body.
Staff of national rEdd Fund calculate provincial shares of the total rev10. enues 
based on provincial performance.
Staff of national rEdd Fund calculate implementation and opportunity11.  costs 
incurred by the central government and subtract these amounts from the 
gross revenues.
net revenues are distributed to Provincial rEdd Funds (mirrored on the na-12. 
tional Fund, and also with participatory governance structures) according to 
r coefficients.
                                                                                                                                                                                                                                                                                                            13. 
                                                                                                                                                                                                                                                                                                            
                                                                                                                                                                                                                                                                                                            
                                                                                                                    
Provincial/district Fund staff (depending on option A or B) determine net 14. rev-
enues to be distributed to ultimate beneficiaries and deliver payments and/
or other benefits.
Agencies monitor disbursement activities.15. 
Agencies responsible for providing recourse in the event of disputes take 16. ac-
tion to ensure that all beneficiaries are able to register a complaint.
Staff of national rEdd Fund initiate independent external auditing of na17. tion-
al, Provincial, and (if relevant) district rEdd Funds.

5

option A: Provincial rEdd Fund 
staff repeat steps 10-12 to deter-
mine distribution of net rEdd rev-
enues to district Funds.

option B: Provincial rEdd Fund 
staff are responsible for disburse-
ment to ultimate beneficiaries.

13.
or
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At the national level, the Ministry of 
Agriculture and rural development 
(MArd) is responsible for forest man-
agement. Within MArd, Viet nam Ad-
ministration of Forestry (Vn Forest) is 
responsible for forest management, 
utilization, and development and the 
Forest Protection department (FPd) is in 
charge of forest protection and forest 
law enforcement. 

At the provincial level, MArd is repre-
sented by departments of Agriculture 
and rural development (dArd). in 
each province, the sub-doF and sub-
FPd, the line agencies of doF and FPd, 
are under dArd. At the district level, the 
economic division (or the agricultural 
division in some cases) is responsible for 
forest management. the district Forest 
Protection unit (FPu) is independent of 
the economic division and reports di-
rectly to sub-FPd at the provincial level. 
At the commune level, there is one ag-
riculture and forestry official based in 
the cPc. this official is supported by a 
field level forest protection agent from 
the district FPu. Administration of PAMBs 
and PFMBs is complicated, as some 
fall under MArd; others under dArds, 
PPcs, or other agencies.

1.3 forest ADMInIstrAtIon
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viet nam is well-placed to develop 
a rEdd-compliant BdS as a re-

sult of many years of experience with 
similar systems such as the 661 or 5 Mil-
lion Hectare reforestation Programme, 
which was launched in 1998, and inter-
nationally supported payments for for-
est environmental services (PFES) pilot 
projects. the focus on BdS also capital-
izes on Viet nam’s functioning admin-
istration, social stability, and relatively 
high degree of tenure security. these 
are assets that Viet nam can use to 
gain a competitive edge in a future in-
ternational rEdd+ regime.
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A rEdd-compliant BdS is one which 
addresses the principles, and meets 
the expectations of the international 
community in terms of equity, trans-
parency, additionality, and perfor-
mance-relatedness, while managing 
rEdd+ revenues in an effective and 
efficient manner. to assist GoV to de-
sign such a rEdd-compliant BdS, a 
team of national and international 
consultants was convened under the 
leadership of doF to prepare a study 
of BdS issues and options. Field work, 
literature review, and stakeholder 
consultations were carried out from 
September to november 2009. the 
study identified constraints that need 
to be addressed in order to create 
a rEdd-compliant BdS, and ways to 
address them. it reached three over-
all conclusions. these were:

1. According to an estimate made by 
SnV on the basis of low-resolution re-
mote sensing data, rEdd+ could gen-
erate about $80-100 million/year in 
Viet nam - 3-4 times current overseas 
development Assistance (odA) sup-
port to the forestry sector. However, 
this potential can only be realized if 
GoV takes steps to ensure that rEdd+ 
is implemented effectively. this in-
volves: developing a comprehensive 
national rEdd+ programme to gener-
ate and sustain emissions reductions 
at the local level; developing the nec-
essary capacity to measure, report, 
and verify emissions reductions; and 
putting in place a BdS that meets the 
requirements of international investors 
and the needs of forest managers.

2. rEdd+ is subject to negotiations 
under the auspices of the unFccc. 
Although the principles are becoming 
clearer, the details remain to be de-
termined. it is therefore not possible at 
this point to be prescriptive in terms of 
how rEdd+ should be implemented 

in Viet nam. nevertheless, the study 
was able to identify several clear pol-
icy options for GoV consideration at 
this early stage. in other instances, as 
the study recognizes, further work is 
required to identify the most appro-
priate approach.

3. rEdd+ has much to learn from 
PFES projects, but the two should not 
be confused. Both concepts involve 
rewarding land users for the environ-
mental services they provide, but 
there are several important differ-
ences, which mean that rEdd+ may 
not be managed in the same way as 
existing PFES schemes. differences 
include the fact that under PFES as 
currently practiced in Viet nam, pur-
chasers of environmental services are 
local companies whereas the buyers 
of rEdd+ credits would be predomi-
nantly foreign entities.

this report summarizes the draft 
study’s conclusions and recommen-
dations in 17 “Policy decisions” which 
need to be taken in order to establish 
a rEdd-compliant BdS. the 10 most 
significant Policy decisions are listed 
below, clustered under three themes: 
legal, institutional, and governance. 
to provide context, the design of a 
possible rEdd+ system in Viet nam 
is shown on the following page. the 
Policy decision boxes address issues 
that impinge the benefit distribution 
section (steps 9-17).
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rEdd+ is new to Viet nam and national laws and imple-
menting regulations contain gaps and ambiguities that 
need to be addressed. Since addressing these reforms 
will take time and the international rEdd+ rules are un-
der negotiation, a major recommendations is that GoV 
pilots mechanisms to implement rEdd+ in several prov-
inces over the next 2-3 years. Based on the results and 
lessons learned, it should prepare a rEdd-specific legal 
document that establishes an efficient and equitable 
BdS and defines the rights, roles, and responsibilities of 
all stakeholders. A clear legal framework will also give 
international investors greater confidence in, and en-
hance the value of, emissions reductions generated in 
Viet nam. 

of special concern is clarification of who can benefit 
from rEdd+. Globally, unclear land rights and uncer-
tainty over land title are considered major threats to ef-
fective rEdd+ implementation. disempowered commu-
nities could suffer from loss of access to forest resources, 
the unequal imposition of the costs of forest protection, 
and they could be ineligible for rEdd+ benefits if they 
do not enjoy formal title. there is particular concern over 
the role of local communities. under the 2004 Forest Pro-
tection and development Law, village communities are 
eligible to be allocated forest. But Viet nam’s civil code 
does not recognize communities as legal bodies. this 
means that according to the civil code, they cannot 
enter into contractual arrangements (unlike households), 
which may limit their ability to participate in rEdd+.

PoLIcY Issue #1
WHAt’s At stAKe?
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PoLIcY DecIsIon 1 (3.3):
LeGAL frAMeWorK for reDD+ In vIet nAM

issue to 
be ad-
dressed

rEdd+ is new to Viet nam, and international requirements concerning 
management of rEdd+ revenues are likely to require approaches to gov-
ernance and a degree of legal certainty that have not been encoun-
tered in similar schemes such as PFES, or the 661 programme. Furthermore, 
rEdd+ brings with it legal concepts that are novel to Viet nam, such as 
ownership or rights to forest carbon.
therefore in order to facilitate rEdd+ implementation, the legal frame-
work in which rEdd+ operates should be equitable, effective and effi-
cient in order to meet international expectations. it should clearly define 
rights, particularly those of communities living in and around forest areas, 
a financial mechanism that allows rEdd+ funds to reach the local benefi-
ciaries, the fund’s governance structure, how funds are monitored, roles, 
rights, and responsibilities of major stakeholders, etc.
three specific legal issues to need to be addressed as a priority in Viet 
nam: (1) the rights to carbon, land and forests, particularly forest alloca-
tion and associated land use rights; (2) the coordination of the action of 
the government authorities involved with rEdd+, in particular MArd and 
MonrE; and (3) Ensuring that all legitimate beneficiaries are recognized, 
in particular addressing the legal status of local communities. 

options

a) implement rEdd+ by interpreting only existing legal instruments,    with-
out legal reform
b) Enact specific legal instruments to ensure clarity concerning rEdd+ 
and administration of rEdd+ revenues, without undertaking  broader    le-
gal reform
c) undertake a broad legal reform which addresses all aspects of rEdd+ 
governance and administration of rEdd+ revenues.

recom-
mended 
principle 
or policy 
to be 
adopt-
ed

A phased approach to legal reform is recommended. consistent with its 
commitment to international leadership on rEdd+, the GoV should in a 
first stage, and pending the clarification of the international rEdd+ legal 
framework, plan to issue a rEdd+ specific decree that addresses gov-
ernance issues associated with international funding of rEdd+, so as to 
ensure that implementation of rEdd+ is consistent with Vietnamese law. 
this decree should be issued after a pilot phase (over at least 2 years) 
during which rEdd+ modalities would be tested. this approach is similar 
to how PFES has been implemented with a decree being prepared follow-
ing a 2-year pilot phase. the GoV should also accelerate the other legal 
reforms required to ensure effective implementation of rEdd+.

Actions 
required 
to 
confirm 
policy 
option

As soon as possible, the GoV should develop plans for piloting rEdd+ in a 
small number of provinces and districts, and establish a system to ensure 
that lessons are captured and analyzed in preparation for the issuance of 
a decree on rEdd+ at some time in the future (target 2012 or 2013). 
A detailed workplan for addressing the other required legal reforms should 
be developed in the first 3 months of 2010. consideration should also be 
given to the use of instruments such as “r-coefficients” (see Policy deci-
sion 5.2, below) to provide incentives for Soc reform.
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Since rEdd+ is a performance-based funding mecha-
nism there has to be a link between the revenues re-
ceived and payments to forest managers, the ultimate 
beneficiaries. this implies that the rEdd+ funds should 
be held off-budget. if they enter the state budget they 
could not be earmarked to reward performance and 
would also be subject to complex state budgeting rules. 
the financial mechanism that links the central level to 
the ultimate beneficiaries needs to be transparent and 
have a governance structure that includes all relevant 
stakeholders. 

no such financial mechanism currently exists in Viet nam. 
the Forest Protection and development Fund (FPdF) was 
established in 2008 in order to mobilize public and pri-
vate funding for forestry activities. to date, provincial 
FPdFs have been established in two provinces, Son La 
and Lam dong, where they have received funding from 
PFES projects. there are also provisions to extend the 
FPdF to districts and/or work through the Viet nam Bank 
for Social Policies, which has a branch in every district. 
Because the FPdF is state-owned, however, there is no 
scope for civil society participation in the fund manage-
ment, which is a likely rEdd+ prerequisite. 

An alternative model is the trust Fund for Forests (tFF), 
which was established in 2004 with funding from Sweden, 
Finland, Switzerland, and the netherlands. the tFF is man-
aged by the Forest Sector Support Partnership (FSSP), 
which was set up in 2001 to improve donor coordination 
in the forestry sector, reduce transaction costs, and en-
sure that donor support is aligned with GoV administra-
tion and planning systems. Most donor support to the for-
estry sector is now channeled through the FSSP.

PoLIcY Issue #2
WHAt’s At stAKe?
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PoLIcY DecIsIon 2 (3.1):
cLAssIfIcAtIon of reDD+ revenues AnD creAtIon of A DeDIcAteD 
reDD+ funD

issue to be
addressed

An appropriate off-budget mechanism needs to be iden-
tified which meets international expectations regarding 
transparency, equity and performance linkage. this im-
plies the need to “fire-wall” rEdd+ revenues to prevent 
co-mingling with other sources of funding. the mechanism 
also needs to be able to accommodate the disbursement 
of rEdd+ revenues to sub-national and local levels, as well 
as to follow strict monitoring and performance require-
ments.
Several possible mechanisms exist. one example is the 
FPdF, created in part to manage PFES revenues, and in-
corporating a national FPdF mirrored by provincial funds 
and, potentially, district funds. the tFF is another example 
of an off-budget financial mechanism already existing in 
the forest sector. the principle of transparent governance 
of rEdd+ revenues implies the need for broad participa-
tion in the governance of the revenues which may be dif-
ficult to meet under current arrangements.

options

a) rEdd+ revenues are managed through a sub-fund of 
the FPdF
b) rEdd+ revenues are managed through a newly-creat-
ed rEdd+ Fund

recommended 
principle or 
policy to be 
adopted

Given limitations in participatory governance of the FPdF, 
the GoV should commit to the establishment of a new, 
rEdd+ Fund. this could be modeled on the tFF, so as to 
allow participatory governance, and with equivalent pro-
vincial and district funds.
the GoV should also commit to ensuring that the rEdd+ 
Fund is to be governed by a broad-based multi-stakehold-
er board, and subject to independent external audit. 

Actions
required to 
confirm policy 
option

international examples of rEdd+, or climate change 
Funds (e.g. in indonesia) should be studied, together with 
existing financial instruments in Viet nam, such as the tFF, 
so as to identify the characteristics and necessary actions 
required for the creation of a Viet nam rEdd+ Fund.
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Forest management in Viet nam is highly decentralized 
with both provinces and districts playing important roles. 
in terms of national coverage, the proposed rEdd+ pilot 
phase is an opportunity to stratify provinces and districts 
to identify those where rEdd+ activities should be tar-
geted, e.g., where opportunity costs of rEdd+ are rela-
tively low and/or degraded land can sequester carbon 
rapidly. 

in terms of at which sub-national level rEdd+ revenues 
should be managed and disbursed, there will remain an 
inevitable trade-off between efficiency and equity. Effi-
ciency in terms of minimizing transaction costs would be 
maximized by minimizing the number of levels. But equity 
considerations call for careful targeting and monitoring, 
implying the involvement of district and even commune 
governments. A two-step process is recommended, 
working first down to the provincial and then, as experi-
ence is gained, to the district level. Below these levels, 
funds would be transferred to the ultimate beneficiaries 
(households, communities, etc.). 

PoLIcY Issue #3
WHAt’s At stAKe?
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PoLIcY DecIsIon 3 (4.2):
suB-nAtIonAL LeveLs At WHIcH reDD+ revenues sHouLD Be MAnAGeD

issue to be
addressed

the national government will receive rEdd+ funding from 
the international community (see Policy decision 2). these 
revenues will then need to be disbursed to those who have 
incurred costs in reducing emissions, with distribution to 
the ultimate beneficiaries, particularly people living in and 
around forest areas who have changed their behavior in 
response to rEdd+ incentives.
there are trade-offs to be considered in this regard. the 
greater the number of hierarchical levels at which reve-
nues are managed, the less cost-effective the mechanism 
is likely to be. there will tend to be higher implementation 
costs, and a higher the risk of rent-seeking and corruption. 
on the other hand, fewer hierarchical levels make it harder 
to ensure efficiency and equity in the disbursement, be-
cause of the “distance” between the source and target 
of the funds.

options

a) rEdd+ revenues managed at national and provincial 
levels 
b) rEdd+ revenues managed at national, provincial and 
district levels
c) rEdd+ revenues managed at national and district     
levels

recommended 
principle or 
policy to be 
adopted

option c (rEdd+ revenues managed at national and dis-
trict levels) is not recommended, as it bypasses the prov-
ince, which is an important administrative level for forest 
management and planning. For initial piloting of rEdd+, 
option A may be initially adopted. However, once experi-
ence has been developed, provided the additional trans-
action costs are not prohibitive, and especially when ap-
propriate capacity has been built at province and district 
level, including the establishment of district level funds, 
option B should be adopted.

Actions
required to 
confirm policy 
option

Piloting of rEdd+ revenue management structures in a 
small number of provinces and for capacity building at 
province and district level should be undertaken over a 
period of at least 2 years to gain lessons concerning the 
costs, efficiency and effectiveness of management of 
rEdd+ revenues at multiple levels. note that PFES pilots 
have not yet had to address this issue of disbursement 
from national down to local level.
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Experience in benefit sharing and participatory monitor-
ing shows that meeting the requirements of equity, ef-
fectiveness, efficiency, and transparency will depend 
on what is measured, the data source, and who carries 
out the monitoring. the role of institutions responsible for 
monitoring will need to be clear and their work well ex-
ecuted to ensure the credibility of rEdd+ in Viet nam. 

A wide range of data and information will need to be 
collected, analyzed, and reported. An important con-
sideration is therefore to determine the degree of par-
ticipation required for each monitoring function, and 
the organizations that need to be engaged in the pro-
cess. Given this, the main policy decisions concern the 
degree of participation involved in different monitoring 
functions, and the institutional arrangements for each. in 
other words, where do the appropriate expertise and ex-
perience reside that can be applied to monitoring and, if 
they do not exist, how can they be developed. 

PoLIcY Issue #4
WHAt’s At stAKe?
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PoLIcY DecIsIon 4 (7.2): 
InstItutIons to Be InvoLveD In MonItorInG reDD+ InterventIons 
AnD ActIons

issue
to be
addressed

there are four different types of monitoring required for rEdd+:
°•	  Monitoring of emissions (c-stocks)
°•	  Monitoring of rEdd+ interventions and actions
°•	  Monitoring of revenue disbursement
°•	  Monitoring of financial transactions (auditing)

the range of expertise required is therefore broad. For monitoring of 
emissions, technical agencies such as FPd and the Forest inventory 
and Planning institute (FiPi) must be involved given their experience 
in forest resource monitoring at national and local levels.
For monitoring of actions and disbursements at sub-national levels, 
the provincial (and possibly district) Pcs need to be involved. Mass 
organizations such as the Farmers’ Association, Women’s union, 
and Youth union may also be involved in rEdd+ monitoring since 
they have branches down to commune/village level.
the need for comprehensive monitoring needs to be balanced 
with the transaction costs. care also needs to be taken to avoid 
any conflict of interest between the monitoring agency and recipi-
ents of rEdd+ funding.

options

a) Assign monitoring of different aspects of rEdd+ to different tech-
nical agencies in line with their mandates and competencies.
b) Establish a comprehensive monitoring process to ensure effec-
tiveness and efficiency across all types of monitoring and at all lev-
els from national to local.

recom-
mended 
principle 
or policy 
to be
adopted

option B is recommended. GoV should establish a rEdd+ Monitor-
ing Body to oversee and coordinate all rEdd+ monitoring. Mem-
bers of this body should come from Government inspection, Ministry 
of Finance, an independent financial auditing company (e.g., Viet 
nam national independent Auditing company Ltd.), FPd, FiPi, and 
Vietnamese civil society organizations. Except for the secretariat, 
members of this body may work part-time in the initial stages.
At the provincial level, a similar structure should be established. it is 
not necessary that members of the provincial body come from the 
province. For example, civil society organizations or sub-FiPi may 
be based outside the province. to reduce costs, lower level bodies 
would not be created; the provincial bodies would be responsible 
for monitoring down to the local level.

Actions
required 
to confirm 
policy
option

the GoV should carry out an assessment of monitoring needs and 
costs through a review of current monitoring processes, taking into 
account the higher standard of monitoring expected under rEdd+. 
results of this assessment can then be used to develop a detailed 
plan for national and provincial rEdd+ monitoring.
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Although the main goal of the BdS is to ensure that those who are directly 
responsible for undertaking actions to reduce deforestation and forest degra-
dation are rewarded and compensated, the government (and possibly other 
groups) will also incur costs in establishing, administering, and overseeing such 
a system. these costs need to be covered by rEdd+ revenues.
For a rEdd-compliant BdS, permissible levels of revenue retention will have 
to be defined. the two instances where specific allowances for retention are 
provided for in relation to extra-budgetary, national-level conservation funds 
(Programme 661 and PFES payments) both allow for a fixed percentage of 
payments to be retained by government, but do not set a common precedent 
or follow the same procedure. in neither case is the retention level based on 
the actual costs of managing and administering the funds, but seems to have 
been set somewhat arbitrarily.
in order to be effective and fair, while minimizing the likelihood of unnecessary 
or inappropriate diversion of funds, the level of revenues retained by govern-
ment under the rEdd+ BdS should accurately reflect effort, performance, and 
delivery. it should be enough to cover the costs of administering and manag-
ing the system, and may also allow for a small premium to encourage and 
reward compliance.

PoLIcY Issue #5
WHAt’s At stAKe?

PoLIcY DecIsIon 5 (5.1):
revenue retentIon BY GovernMent

issue
to be
addressed

Administration of a payment distribution system incurs administra-
tion and management costs. this needs to be balanced with the 
requirement of ensuring that the major portion of rEdd+ funds 
are used as efficiently and effectively as possible to reduce de-
forestation. in relation to national-level government-administered 
funds in Viet nam, there are currently no standard procedures 
for determining permissible management fees.

options
a) Allocate based on costs incurred and emissions reductions   
delivered; or
b) Allocate according to a flat fee or percentage of total funds.

recommend-
ed principle or 
policy to be
adopted

the specified amount or percentage of revenues retained by gov-
ernment should be performance-based, and set at a level which 
approximates closely to actual transactions and implementation 
costs, plus a small incentive for participation in rEdd+.

Actions
required to 
confirm policy
option

As part of its commitment to establishing a world-class payment •	
distribution system, the GoV should indicate that the revenues 
to be retained by government will be limited to actual imple-
mentation and transactions costs, against agreed budgets;
the magnitude of these costs, and indicative retention levels•	 , 
will be determined by further studies to be conducted. 

°

°
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if local-level payments are to be effective in reducing 
deforestation and forest degradation, they will need to 
be high enough to offset any opportunity costs that for-
est users incur, and at the same time provide clear in-
centives to participate in rEdd+. these costs and incen-
tives may be both monetary and non-monetary, and 
will vary substantially between different forest users and 
sites in Viet nam. 

For rEdd+ revenues, an appropriate formula for local 
benefit distribution will need to be agreed. current pro-
cedures for calculating payments for forest conserva-
tion (under Programme 661) and the provision of environ-
mental services (under PFES projects) neither incorporate 
full opportunity costs nor allow for a mix of financial and 
non-financial incentives. rather, they are set administra-
tively. 

the approach of using weightings (“K-factors”), which 
have been used to calculate household-level PFES pay-
ments, provides a useful model for rEdd+, albeit with 
some modification. the use of weightings can permit 
payment levels to vary to reflect variations in direct and 
opportunity costs, and can also allow payment levels 
to address co-benefits, such as poverty alleviation and 
biodiversity conservation. Payments need to reflect both 
the costs of reducing deforestation, forest degradation 
and costs for enhancement activities and the amount of 
emissions reduced.

PoLIcY Issue #6
WHAt’s At stAKe?
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PoLIcY DecIsIon 6 (5.2):
LocAL PAYMent LeveLs AnD PAYMent structurInG

issue
to be
ad-
dressed

Local-level payments for avoided deforestation and forest degrada-
tion, and for conservation, sustainable forest management and en-
hancement of carbon stocks, should ideally compensate the direct 
and opportunity costs incurred and provide clear incentives to land 
and resource users. current procedures for calculating payments for 
forest conservation and the provision of environmental services in Viet 
nam do not reflect the variation in supply costs or balance the need 
for monetary and non-monetary incentives. due to the highly specific 
nature of opportunity costs, there are practical limitations on making 
these estimates for all rEdd+ participants.
Payment structuring can also be designed to meet social goals in par-
allel with rewarding performance. this is the intent of the K-factors de-
veloped by PFES pilot projects. As rEdd+ is expected to address local 
social and economic needs while rewarding performance in reducing 
emissions, similar considerations should be incorporated into rEdd+ 
payment structuring. However, rEdd+ considerations will not be the 
same as those applicable to PFES as there are additional actors influ-
encing the criteria used for payment structuring, notably international 
investors.

options

a) Apply standardized cost norms; or
b) Base payments on costs incurred and amount of emissions reduced. 
and
a) Make cash payments only; or
b) combine cash payments and non-monetary benefits.

recom-
mended 
principle 
or policy 
to be
adopted

the level and nature of benefits provided should reflect opportunity 
costs and losses incurred in avoiding deforestation and forest deg-
radation, and for conservation, sustainable forest management and 
enhancement of carbon stocks, both monetary and non-monetary; 
although it may be most practical to use a standardised formula to 
compute payments, this should allow for weighting to reflect variation 
in the costs of generating emissions reductions between different areas 
and groups and under different production systems and ecological 
conditions.

Actions
required 
to confirm 
policy
option

consistent with its stated goals of compensating for the provision of •	
environmental services and stimulating sustainable rural develop-
ment, the GoV should reiterate its intention to ensure that rEdd+ 
benefits shared with forest land and resource users will be set at eq-
uitable and effective levels.
Further work will require broad opportunity cost norms to be investi-•	
gated for different areas, groups, production systems and ecological 
conditions;
Further work will include design of checks and balances and guid-•	
ance on calculation of payment weights (“r-coefficients”, similar to 
the “K-factors” used in current PFES schemes).

°

°

°
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Existing initiatives in Viet nam to channel payments to 
rural poor have suffered from the phenomenon of “elite 
capture” by which influential individuals or organizations 
secure a disproportionate amount of the payments and 
the rural poor receive little or nothing. this is reflected, for 
example, in the allocation of forest to households. Entities 
responsible for allocation, especially Socs, have tended 
to retain high value forest and allocate poor quality for-
est to households, especially the poorest ones. However, 
initiatives such as the PFES pilot project in Lam dong and 
the KfW community forestry projects have demonstrat-
ed the advantages of payments to communities, where 
greater equity in local payments can be achieved. if 
a rEdd-compliant BdS fails to address the risks and ad-
verse consequences of elite capture, local stakeholders 
will lose interest in participating in rEdd+. if a large num-
ber of stakeholders fail to participate, the entire rEdd+ 
system risks failure. careful thought should therefore be 
given to which forest users should be eligible to receive 
rEdd+ payments, and under which circumstances the 
more powerful stakeholder groups may or may not be 
eligible.

PoLIcY Issue #7
WHAt’s At stAKe?
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PoLIcY DecIsIon 7 (3.2):
tYPes of forest oWners eLIGIBLe to receIve reDD+ BenefIts  

issue
to be
ad-
dressed

Most benefit distribution programmes in Viet nam target pay-
ments to individual households, Socs, and PAMBs. However, 
there are problems with such an approach, including unclear, 
contested or overlapping rights to forest carbon and the possibil-
ity of conflict resulting from some households receiving benefits 
and other not. Many of these problems of rights can be avoided 
by targeting benefits to village communities, which may better 
positioned to produce rapid gains in carbon stocks than other 
types of forest manager. However, currently targeting commu-
nities faces a legal constraint as the community is not a legally 
recognized entity under the civil code.

options

a) GoV continues to favor payments to Socs, PAMBs and indi-
vidual households at the risk of missing out on potential carbon 
gains and benefits to rural poor.
b) GoV creates a level playing field for communities by refining 
the legal framework and creating supportive implementation 
structures.
c) GoV gives priority to village communities in the distribution of 
rEdd+ payments in order to access additional carbon finance 
at the international level and to contribute to poverty allevia-
tion

recom-
mended 
principle 
or policy 
to be
adopted

GoV should address the legal constraints that prevent village 
communities being eligible to receive rEdd+ payments under 
the same conditions as Socs, PAMBs and individual households. 
this will allow GoV to maximize the carbon revenues received 
from the international community and simultaneously add to 
the overarching goal of poverty alleviation. the GoV should also 
establish a policy for PFMBs and PAMBs that rEdd+ revenues will 
only lead to a reduction in state budget support if the total rev-
enues of the PFMB or PAMB plus their “normal” level of budget 
support exceeds their estimated costs; whilst establishing safe-
guards to ensure that this does not create an adverse incentive 
to slow forest allocation.

Actions
required 
to confirm 
policy
option

the GoV should commission independent evaluations of experi-
ence from community forestry projects, including the communi-
ty funds established under the KfW-6 project and the tFF-funded 
community Forestry Pilot Programme. the evaluations should 
inform the formulation of enabling legislation on community for-
estry and corresponding measures to strengthen the capacities 
of MArd to support community forestry. in addition, together 
with international donors, GoV should identify a number of com-
munity forestry initiatives to serve as pilots for community-based 
rEdd+.



26

rEdd+ requires some form of local technical support ca-
pacity to promote compliance with contracts, help pre-
vent and resolve conflicts, and intervene to protect for-
est managers against powerful outsiders. FPd is primarily 
responsible for forest protection in Viet nam. in practice, 
however, it focuses heavily on the suppression end of law 
enforcement, which results, on average, in about 55,000 
forest crimes cases being recorded every year. Most of 
these do not address large-scale forest clearances, but 
instead involve forest degradation through the removal 
of very small amounts of timber; and often reflect the 
ambiguous nature of existing regulations that criminalize 
timber taken for subsistence needs. From a rEdd+ and 
forest conservation perspective, this approach is inade-
quate; the risk of detection is so low and the punishment 
so light, that there is no effective deterrent against fur-
ther illegal activities. the rEdd+ and Forest Law Enforce-
ment and Governance (FLEG) agendas are therefore 
two sides of the same coin. 

PoLIcY Issue #8
WHAt’s At stAKe?
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PoLIcY DecIsIon 8 (3.4):
strenGtHeneD LAW enforceMent for PerforMAnce-BAseD
DIstrIButIon

issue
to be
ad-
dressed

Forest law enforcement continues to be weak in Viet nam. in 
particular, issues such as illegal logging and encroachment 
have the effect of counteracting other initiatives undertaken 
to reduce emissions. Without more effective forest law enforce-
ment, the risk exists that stakeholders who are successful in re-
ducing emissions go unrewarded due to the non-performance 
of others who are responsible for illegal activities.

options

a) GoV accepts that payments to stakeholders who undertake 
rEdd+ interventions are diluted or possibly eliminated due to 
non-performance of others under the current forest law enforce-
ment regime.
b) GoV develops operational structures that offer effective law 
enforcement to households and communities

recom-
mended 
principle 
or policy 
to be
adopted

GoV should develop operational structures for effective forest 
law enforcement in the medium term. these will most likely in-
clude a central Forest inspectorate with a hotline for reports on 
illegal operations and complaints about local law enforcement 
activities. in the short term, GoV may have to define the condi-
tions (such as timely reporting) under which payment recipients 
are exempt from liability for non-performance due to factors 
beyond their control.

Actions
required 
to confirm 
policy
option

recent experiences with community-based law enforcement 
require assessment and translation into national regulations. the 
new General department of Forestry and forest protection units 
at the district and provincial levels will need technical assistance 
to improve their law enforcement capacities. the rEdd+ pilots 
should make appropriate law enforcement a central compo-
nent of project design from the beginning. they will indicate 
ways to determine the liability of forest managers under differ-
ent circumstances
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the principles that will determine the international ac-
ceptability of rEdd+ are those that will confirm its effec-
tiveness in reducing emissions. in particular, the principles 
of performance, additionality, equity, and transparency 
must be demonstrated. A rEdd-compliant BdS must sat-
isfy each of these principles, and monitoring provides the 
basis for demonstrating that each principle has been sat-
isfactorily addressed. 

the term “participatory monitoring” describes activities 
that involve local people who have, in a number of cas-
es, demonstrated that they can cost-effectively record 
information about their landscape on a systematic ba-
sis. For example, participatory monitoring of timber and 
non-timber forest products has used vegetation samples, 
transects, fire calendars, field diaries, community work-
shops, rainfall measurements, etc. Many of these meth-
ods are relevant to rEdd+. Experience shows that mon-
itoring creates a culture of questioning and acts as a 
catalyst for learning about the landscape and the cycle 
of planning, action, and assessment. For rEdd+, moni-
toring is an essential way to check on compliance and 
identify enforcement requirements. 

PoLIcY Issue #9
WHAt’s At stAKe?
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PoLIcY DecIsIon 9 (7.1):
PArtIcIPAtorY MonItorInG

issue
to be
addressed

Local people can efficiently record information about 
numerous variables and events affecting their livelihoods. 
Participatory monitoring creates a culture of questioning 
(or social control) and acts as a catalyst for learning about 
the landscape and the cycle of planning, action, assess-
ment, and learning. Participatory monitoring also builds 
confidence in the overall system and a sense of equity 
and transparency.
Local people can play a role in monitoring emissions, but 
are especially valuable in identifying, reporting, and en-
forcing the interventions and tasks required for rEdd+. 
Participatory monitoring will strengthen their understand-
ing and commitment while providing a degree of comfort 
to investors that rEdd+ is sustainable. Participatory moni-
toring may add value to the carbon offsets generated. 
However, GoV has limited experience with participatory 
forest monitoring approaches.
there is a wide range of approaches that have been tried 
for local people to participate in monitoring. At this stage 
no preferred method has been identified.

options

a) Participatory monitoring; bringing the advantages of 
community engagement and ensuring the involvement of 
a critical stakeholder at the local level; or 
b) non-participatory monitoring by parties and persons 
from outside the local area

recommended 
principle or 
policy to be
adopted

option A is recommended. consistent with its stated goal 
of international leadership on rEdd+, GoV should em-
brace the concept of participatory monitoring and imple-
ment principles governing such monitoring. 

Actions
required to 
confirm policy
option

GoV should review participatory monitoring methods with 
a demonstrated history of success. Based on this review, 
GoV should prepare principles for participatory rEdd+ 
monitoring. 
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Any BdS, however well designed, will inevitably give 
rise to complaints. it is necessary to build in a recourse 
mechanism so that complaints can be independently 
reported and addressed. this is needed to ensure the 
credibility of the BdS.

in Viet nam, citizens’ complaints have to be submitted 
to the responsible government agency. But if the same 
agency is responsible for the BdS, then a conflict of inter-
est arises. one option is for a centrally located point of 
contact to receive complaints. Such a system has two 
advantages. Since it would be far removed from the field 
it would be less prone to local interference. this would in-
crease its credibility. A central contact point would also 
facilitate the collection and monitoring of complaints, 
which may provide important insights into the perfor-
mance of the BdS. this would encourage an approach 
that instead of seeking to suppress complaints uses the 
information to fine tune and improve the system.

Viet nam’s political system provides space for public 
complaints. Groups and individuals can complain about 
local government officials, particularly when it comes to 
urban and industrial pollution. they can also speak to 
the media. Vietnamese newspapers frequently run sto-
ries about public complaints against corrupt or incom-
petent officials. Some Vietnamese non-governmental or-
ganizations (nGos) have established telephone hotlines 
that have succeeded in increasing public participation 
in reporting environmental crimes and monitoring gov-
ernment response. Whether such a model is viable for 
rEdd+ is debatable, but some sort of mechanism needs 
to be established.

PoLIcY Issue #10
WHAt’s At stAKe?
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PoLIcY DecIsIon 10 (7.4):
DesIGn of A socIALLY AccePtABLe recourse MecHAnIsM

issue
to be
addressed

Any BdS, however well designed, will inevitably give rise to 
complaints by those who think that they have not been re-
warded appropriately and/or are losing out to free-riders 
who receive benefits but have made no contribution to 
forest protection and reducing carbon emissions.

options

a) recourse mechanism that is entirely managed by gov-
ernment.
b) recourse mechanism that includes civil society partici-
pation.

recommended 
principle or 
policy to be
adopted

option B is recommended. Given the importance of man-
aging complaints to ensure that the BdS rewards those who 
deserve to be rewarded on the basis of emissions reduc-
tions and to generate information that can be used to im-
prove the BdS, a credible recourse mechanism is required. 
GoV should consider establishing a recourse mechanism 
that allows complaints to be managed transparently and 
efficiently and how Vietnamese civil society organizations 
can be most appropriately integrated into such a mecha-
nism. 

Actions
required to 
confirm policy
option

the GoV should undertake a more detailed analysis of 
the appropriate institutional structure of a participatory 
recourse mechanism. this should lead to a communica-
tions strategy through which information on the proposed 
recourse mechanism is widely disseminated to all stake-
holders.
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For MorE inForMAtion

Please contact:

Ms PHAM MInH tHoA
director department of Science technology

& international cooperation

Viet nam Administration of Forestry
Ministry of Agriculture and rural development (MArd)

room 409, B9, 2 ngoc Ha, Ba dinh, Hanoi, Viet nam

tel: +84 4 3733 2263 | fax: +84 4 3843 8793
email: thoamt.ln@mard.gov.vn
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