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Acronyms

AAU

Assigned Amount Unit

AWC-LCA

UNFCCC’s Ad Hoc Working Group on Long-term Cooperative Action

COP

Conference of the Parties

CDL

carbon deficit levy

CDM

clean development mechanism

CER

certified emission reduction

CfRN

Coalition for Rainforest Nations

CFRT

Community Forest Retention Trust

CO2

Carbon dioxide

COMIFAC

Central Africa Forests Commission

COP

Conference of the Parties

DAF

development adjustment factor

ECS

enhancement of forest carbon stocks		

EU

European Union

G8	Group of Eight (Canada, France, Germany, Italy, Japan, Russia, the United Kingdom, and the
United States)
GHG

greenhouse gas

GPG

Intergovernmental Panel on Climate Change’s Good Practice Guidance

IPCC

Intergovernmental Panel on Climate Change

KP

Kyoto Protocol

NGO

non-governmental organisation

RED

reduced emissions from deforestation

REDD

reduced emissions from deforestation and forest degradation

RER

reference emissions rate

RS

reference scenario

SBSTA

UNFCCC’s Subsidiary Body for Scientific and Technological Advice

SFM

sustainable forest management

UNDP

United Nations Development Programme

UNEP

United Nations Environment Programme

UNFCCC

United Nations Framework Convention on Climate Change

WB

World Bank
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Introduction

In the search for policy solutions to climate change, one of the most hotly debated new issues
is the possibility of obtaining results by addressing the problem of deforestation and forest
degradation. REDD, which stands for ‘reduced emissions from deforestation and forest degradation’, is the new acronym being used by forestry and human rights NGOs, conservationists, carbon traders and policy-makers around the world. In brief, it involves paying governments, companies and forest owners in developing countries to keep their forests instead of
cutting them down, and rewarding them for the resulting reduction in greenhouse gas (GHG)
emissions.
In the talks which led to the creation of the Kyoto Protocol, there was some discussion about
making payments to discourage deforestation and forest degradation, but the idea was ultimately rejected. In December 2007, however, the 13th Conference of the Parties (COP-13) to
the UNFCC Convention, in Bali, called for a decision to reduce emissions from forests to be
made by 2009.
With a substantial amount of funding made available by various governments, interest groups
hoping to benefit from the scheme have engaged in intense lobbying. However, forestry
and human rights organisations fear that if there are no clear rules to address the underlying
causes of deforestation, including lack of governance and recognition of tenure rights for local
communities, the funding will do little to help forests or the climate, and may well aggravate
the current dire situation.
This paper examines the debate on how to address deforestation and forest degradation in
the context of climate change discussions. This report can be seen as a background report
to FERN’s briefing note From Green Ideals to REDD Money, and summarises the most recent
proposals from selected parties to the COP. It also analyses them in reference to how they
address governance and rights issues.
Through this analysis, this paper aims to contribute to an improved understanding of the social,
economic and political aspects of the different proposals. It also aims to encourage policymakers to define the way in which a future climate mechanism for forests will provide for the
inclusion of processes that are at the basis of the long-term conservation of forests.
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Key design issues in REDD proposals

Market-based approach versus fund-based approach
Where should the money come from to finance REDD? Some parties advocate a market
mechanism primarily based on carbon trading, notably the Coalition for Rainforest Nations
and the Nested Approach adopted by Latin American countries;1 others advocate a strictly
fund-based approach, such as Brazil and Tuvalu. The majority of countries are now in favour of
a mixed approach, including India, Central Africa Forests Commission (COMIFAC), the EU and
Norway.2
The choice of funding mechanism has implications for the resultant policy architecture, and the
impact this will have on the rights of local and indigenous communities, as well as the ultimate
effectiveness of the mechanism in contributing to a reduction in global emissions. If positive
incentives are given essentially in exchange for certified emission reduction (CER) certificates,
then very high levels of accuracy in measuring and accounting forest carbon stocks (as well as
consistency between participating nations) will be required. This in turn will require increased
technical capacity in many developing countries – a huge resource investment to measure
carbon – which may be better invested in activities such as securing land tenure for forest
peoples and developing capacity amongst forest agencies to enforce existing forest policy. If
emission reductions are not truly additional, or if deforestation is merely displaced from one
area to another (leakage), then the danger is that ‘the atmosphere witnesses the emissions
from the activity that was seeking the offset, plus the emissions from the leaked deforestation.
Subsequently the atmosphere is worse off. For those concerned about the impacts of climate
change, this consequence is unacceptable.3 Tuvalu,4 from the perspective of a very vulnerable
small island state, therefore points out that reducing the impact of climate change is essential

1
2

3
4

Paraguay, on behalf of Argentina, Honduras, Panama, Paraguay and Peru. FCCC/SBSTA/2008/MISC.4 http://unfccc.int/resource/docs/2008/
sbsta/eng/misc04.pdf
When looking at country proposals it initially appears that all countries advocate a ‘mixed approach’ to funding (with only Brazil and Tuvalu
rejecting outright any use of markets). The distinction referred to here, between those advocating a primarily market-based approach and
those advocating a mixed approach, lies in the detail of the proposal. Some countries clearly refer to funds as being needed for ‘capacity
building’ and ‘readiness activities’ to enable countries to participate in a market-based REDD, which could be seen as subsidising the market
rather than as funding a broader range of activities. Proposals which are considered to be advocating a mixed approach make the point that
funds are needed for the conservation and stabilisation of existing forests not under immediate threat of deforestation. The distinction is an
important one, as it will affect the commitment and therefore levels of finance raised to support activities which are not eligible for carbon
trading.
Fry, I. (2008) Reducing emissions from deforestation and forest degradation: Opportunities and pitfalls in developing a new legal regime.
Review of European Community and International Environmental Law, 17 (2).
FCCC/SBSTA/2007/MISC.2/Add. 1. http://unfccc.int/resource/docs/2007/sbsta/eng/misc02a01.pdf
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and that generating carbon credits through a REDD mechanism significantly reduces the environmental credibility.
Whilst a fund-based REDD does not eradicate the need for measurable, reportable and verifiable emission reductions, the levels of accuracy and monitoring required are less stringent
(which is better for people and forests) and the consequences of failure are less (which is better
for the climate).
Methodology
What methodology will be used to measure reduced emissions? Most countries suggest
a methodology based on the concept of a historical baseline. This means that the average
emissions trend line from deforestation over a historical period (usually ten years) becomes
the reference emission rate (RER). Credits will be awarded if emissions from deforestation can
be kept below the RER.
Under a market-based scheme this methodology would mean that a reduction in deforestation rates below this extrapolated trend will earn credits for avoided emissions, which would
be used to offset the emissions of Annex I countries. The historical baseline concept assumes
that a historical trend will continue into the future. In reality the drivers of deforestation are
unpredictable, and forest transition theory suggests that many areas with historically high
deforestation rates may see a future reduction in rates regardless of policy intervention,
meaning that credits awarded based on the historical baseline will lead to ‘hot air’.5 Furthermore countries with historically low deforestation rates, such as Guyana, Surinam and the
Democratic Republic of Congo, will not be rewarded under this system. Other suggestions
for approaching baselines include using a global baseline,6 which aims to avoid the bias to
countries with high recent deforestation rates, and the stock-flow approach7 which proposes
to address the same problem through paying revenues for reducing emissions and dividends
for maintaining carbon stock. However, Karsenty has pointed out that while markets are good
at improving economic efficiency, they ‘will probably be unable to change the socio-political
context underlying tropical deforestation’.8
Under a fund-based mechanism (such as an international REDD fund), a standardised methodology for all countries would not be required. Distribution could be separated from raising
the finance, so that a centrally administered fund could distribute finance on different national
or regional criteria, targeted to national circumstances and levels of capacity. These varied
distribution criteria could include: hectares of forests conserved; successful implementation
of policies; and the use of policies based on the rights of local communities and indigenous
peoples. Proposals which suggest alternative approaches to a baseline rate include Tuvalu’s
Forest Retention Scheme,9 and the ‘Compensated Successful Efforts’ referred to by CombesMotel and colleagues.10 This last proposal suggests that it is not possible to accurately measure
5
6
7
8
9
10

‘Hot air’ refers to tradable credits awarded for emissions reductions which would have occurred anyway.
Developed by Mollicone et al. (2006) www.jrc.it
Developed by Woods Hole Research Centre. www.whrc.com
Karsenty, A. (2008) The architecture of proposed REDD schemes after Bali: facing critical choices. International Forestry Review, 10 (3).
FCCC/SBSTA/2007/MISC.2/Add. 1. http://unfccc.int/resource/docs/2007/sbsta/eng/misc02a01.pdf
Combes Motel, P., Pirard, R., Combes, J.-L. (2008) A methodology to estimate impacts of domestic policies on deforestation: Compensated
Successful Efforts for ‘avoided deforestation’ (REDD). Ecological Economics, doi:10/1016/jecolecon2008.06.001.

7

8

An overview of selected REDD proposals

emissions which did not occur, and the most robust method would be to identify global ‘structural factors’ which are outside of national influence, and reward governments for efforts which
reduce deforestation based on national drivers that can be influenced.
National approaches or project approaches
Are only national REDD programmes envisaged or are project-based approaches foreseen?
Most countries advocate a national approach, meaning that reductions in deforestation are
accounted for at a national level so that deforestation displaced from project areas to other
areas within a country is still accounted for. But some countries, notably in Latin America,
still advocate a project-based approach which would not require a national accounting of
emissions, with leakage being accounted for at the project level. They argue that a projectbased approach strongly appeals to equity as not all countries are capable of national accounting.11 Project-based accounting is easier to measure and creates a more favourable private
sector investment climate, although in areas where local land tenure rights are recognised,
projects can result in clear benefits to local communities. The disadvantage of the projectbased approach is that it is extremely difficult to counter leakage, and is likely to result in an
over-issuance of credits when national reductions in deforestation are compared to what has
been claimed though individual projects.
Although it is true that some countries may not yet be able to carry out proper national
accounting, the real equity issue lies with the level of accuracy in accounting required to
generate credits for international carbon trading, which is potentially unachievable, and
certainly excludes countries with lower technical capacity and riskier investment climates from
participation in carbon markets – and hence REDD funding – if the majority of the funding is
sourced from the carbon markets.
Forest management activities included in REDD programmes
Reduced emissions from deforestation and forest degradation, as well as conservation,
sustainable forest management (SFM) and enhancement of forest carbon stocks (ECS), are all
mentioned as important elements of action on mitigation in the Bali Action Plan12 and are
being discussed as part of the REDD negotiations. Although there are no agreed definitions
as yet, the former terms (conservation, sustainable forest management and enhancement of
forest carbon stocks) can be defined as activities which reduce emissions from forests (with
varying degrees of effectiveness), whilst ECS refers to activities which increase 'forest' cover to
sequester carbon. These are discussed below as afforestation/reforestation13 and forest conservation/avoiding deforestation, respectively.
Afforestation and reforestation
Initially India, which has a relatively limited forest area and ambitious afforestation and refor-

11
12
13

FCCC/SBSTA/2008/MISC.4. http://unfccc.int/resource/docs/2008/sbsta/eng/misc04.pdf
FCCC/CP/2007/6/Add. 1. http://unfccc.int/resource/docs/2007/cop13/eng/06a01.pdf#page=3
Enhanced carbon stocks could refer to many activities, including practices which increase soil carbon and the regeneration of degraded forests
as well as the establishment of plantations. This discussion is intended to highlight a potential perverse incentive arising from this terminology
which appropriate definitions could avoid.
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estation plans, advocated the inclusion of conservation and the enhancement of existing
stocks (i.e. afforestation and reforestation programmes). For countries in such a position, this
is the obvious way to get a share in the REDD funding. Now many more countries, including
Brazil and Norway, are supportive of the inclusion of ‘all forestry activities’ within REDD as a way
of including more countries and combating international leakage.
India has suggested the use of carbon markets for REDD where there is either ‘a growth’ or
‘serious decline’ in forest carbon stocks, and the use of funds where there is no change in
carbon stocks. The danger with this approach is that finance is concentrated on forests with
high deforestation rates or the development of plantations, leaving currently stable forests out
of the picture with lower levels of finance available. Further to this, any approach that relies on
market-based financing may lead to funds only being attracted to areas with the institutional
capacity for market participation, and missing out on countries with corruption and governance issues, in much the same way that clean development mechanism (CDM) investment has
not been attracted to Africa.
Forest conservation14 or avoiding deforestation
Countries with historically low rates of deforestation (such as the Congo Basin countries) will
not receive incentives to maintain these low rates using methodology based on historical
baselines. Incentives are required to maintain these low rates of deforestation, as there is a
real risk of international leakage threatening these forests. It is important, both from a climatic
and from an equity perspective, that countries with historically low deforestation rates should
receive adequate financial incentives – comparable to what those with high deforestation
rates will receive for reducing them.
One suggestion, which has been proposed by the Coalition for Rainforest Nations and COMIFAC,
is to add a development adjustment factor (DAF) to the reference emission rate (RER). This
would be based on national circumstances, with environmental, social and economic factors
taken into consideration, to determine an appropriate DAF. This approach is intended to
allow increased rates of logging to contribute to a country’s economic development whilst
still receiving credits under a REDD mechanism. Under a fund-based mechanism, it would be
possible to give these countries an incentive to maintain their current low rates of deforestation, without resorting to increased deforestation to fund economic development.
To reward countries with historically low deforestation rates, without building in an increase in
deforestation, would require different reference scenarios for different countries dependent on
their forest transition curve. High deforesters would be rewarded for reducing their reference
emission rate. Low deforesters would be rewarded for maintaining their reference emission
rate.

14

‘Conservation’ is also a problematic concept given that some countries (India, China and developed countries) have stabilised forests which
are under no threat of deforestation, whereas other countries forests are not yet exploited (often due to lower levels of infrastructure and less
developed economies), and increasing demand for forests products will threaten these countries forests (such as the Democratic Republic of
Congo and many other West African countries).
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Recognition of local peoples’ rights and governance
It has been widely acknowledged that recognising the rights of local peoples is crucial to
forest conservation, and that without clear property rights in place any REDD agreement will
fail.15 16 17 Indigenous lands are often legally defined as state land where the ancestral and
customary rights have not been recognised. If REDD funding leads to the carbon stored in the
forest increasing the value of the land, this may lead to land speculation, land grabbing and
land conflicts, resulting in the further marginalisation of local communities and indigenous
peoples, and the resultant pressures and instability will undermine successful policy implementation.
In the light of this it is surprising that so few proposals mention rights as a binding and central
part of a REDD mechanism. In fact Tuvalu18 is the only country which has suggested that legislation will be needed to ensure that the transfer of emissions entitlements does not infringe
upon rights, and that a REDD agreement will need specific clauses to ensure that rights are
properly protected. Australia and Norway both mention that consideration of rights is essential
for reducing deforestation but do not call for specific clauses. Tuvalu, the EU, Australia, Japan
and Nepal all call for increased involvement of stakeholders in the decision-making process
and emphasise that distribution of benefits must reach the people who are local forest stewards.19
Conclusion
Any potential REDD mechanism must be capable of responding to differing national circumstances, through the incorporation of mechanisms which will give an incentive to high emitters
to reduce deforestation rates, and for low emitters to maintain them. Combining a market
mechanism with non-market funding for those who will not be eligible for market participation is currently the favoured approach, although there is extensive evidence to suggest that
trading forest credits will not address the drivers of deforestation (global demand for timber
and agricultural products). There is also sufficient evidence that increasing the economic value
of forests in countries without adequate law enforcement systems and contentious land rights
claims, could lead to the ‘last great land grab’ with resulting human rights abuses.
There seems to be a growing consensus that a market-based REDD is not appropriate in the
short to medium term (pre-2020), as recently acknowledged by the EU,20 and in the long term,
carbon trading is considered an inadequate response to climate change. Nicholas Stern, a
well recognised economist and academic, has pointed out that offsetting is a building block
to facilitate the transition to a low-carbon economy in the North, and that as a policy tool it

15
16
17
18
19
20

For a compilation of papers see www.rightsandclimate.org as well as paper by A Chhatre and A. Agrawal; Forest commons and local
enforcement; PINA/September 9, 2008/Volume 105/no 36/
Sunderlin, W., Hatcher, J., Liddle, M. (2008) From Exclusion to Ownership: Challenges and Opportunities in Advancing Forest Tenure Reform.
Washington DC, Rights and Resources Initiative.
Griffiths, T. (2007) Seeing 'RED'? Avoided deforestation and the rights of indigenous peoples and local communities. UK, Forest Peoples
Programme.
SBSTA/2007/MISC.14/Add. 3. http://unfccc.int/resource/docs/2007/sbsta/eng/misc14a03.pdf
See Appendix 2
This was the conclusion of a recent EU communication of forestry credits in the EU ETS. http://ec.europa.eu/environment/forests/pdf/
sec_2008_2619.pdf
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should be phased out in the medium term.21 In the light of this, it would seem that the current
focus on establishing forestry carbon markets, and the resultant level of capacity building this
will require in developing countries to monitor and account for carbon stocks in forests, is a
distraction from addressing the underlying causes of deforestation. Carbon markets will not
be a source of long-term, secure or stable financing for forests, and there is a need to look
for alternative funding sources, whilst at the same time acknowledging that forest preservation will not be contingent on paying the opportunity costs of those who would cut it down.
Addressing governance issues and clarifying land tenure is the first step to protecting forests,
yet only a few countries suggest clarifying land tenure, protecting rights and rewarding indigenous peoples’ role as forest stewards, as an integral part of any mechanism.
Time is short, and the focus pre-2012 must be to establish governance and clarify land rights
issues, with a post-2012 agreement for a global fund for tropical forest conservation. In theory,
post-2020 could be a time for markets, but a world that is truly responding to the urgency of
climate change will by then have moved beyond market responses; the North will be on an
established path to a zero carbon economy, and offsets will be a thing of the past.
Although the importance of the involvement of local communities and clarification and recognition of tenure rights of communities are increasingly being mentioned in proposals, due to
civil society pressure, only in one country – the tiny island nation of Tuvalu – has there been a
proposal to make community-managed forests or indigenous peoples’ rights a binding part of
a REDD agreement.
Furthermore, although it has been widely recognised that REDD should be additional to
reducing GHG emissions in Annex 1 countries in order for REDD to contribute to the ultimate
objective of the UNFCCC, only Tuvalu, Norway and Brazil state in their proposals that funds for
reduced emissions should be additional to Annex I emission reductions. Despite this position,
Norway includes carbon trading and hence offsetting as a possible measure. All other countries
include the possibility for offsetting emissions in the North with reduced emissions from deforestation.

21

Stern, N. (2007) The Economics of Climate Change: Stern Review. Cambridge, Cambridge University Press. (‘The medium term’ is generally
considered to be the period up to 2020.)
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The current focus in the REDD debate on conserving carbon, as well as forest definitions which
do not differentiate between natural forests and plantations will put biodiversity at risk.
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The different proposals on the table:
an overview of selected submissions

Coalition for Rainforest Nations – CfRN
The Coalition for Rainforest Nations22 reopened the debate on including deforestation in the
UNFCCC with the presentation of the ‘Compensated Reductions’23 approach to COP-11 in 2005.
The most recent submission from the Coalition in September 200824 included 23 countries.25
This submission presents carbon trading as the most viable and most synergistic option for
financing REDD, with non-market options used to finance related activities, such as capacity
building and conservation of existing forest stocks.
The mechanism proposes to measure gross carbon emission reductions in existing forest areas
on a national basis. Reference scenarios (RS) are to be based on historical data spanning at least
five years. The reference emissions rate (RER) would be estimated for the reference period, and
any reduction in emissions from deforestation below the RER would generate REDD credits
which could be sold on the carbon market and allow Annex 1 ‘buyer’ countries to use these
towards their emissions reductions compliance targets. Early action is encouraged to be creditable post-2012, and banking of a proportion of credits is suggested as a way of insuring for
accidental losses. The proposal includes the integration of ‘growth caps’, which allows some
room for economic development in developing countries engaging in REDD. The COMIFAC
proposal has also picked up on this concept. This would work as a development adjustment
factor (DAF) on the RER: RS = RER + DAF and would allow countries such as the Democratic
Republic of Congo to develop logging, while still being eligible for REDD funds.
The Coalition submission suggests a three-stage funding approach, for three categories
of countries. The idea is that countries could move through these categories as they build
capacity. Market trading (Category III) would start in 2012.
Category I: Readiness
Country led voluntary participation drawing on funds for capacity building and other readiness
22
23
24
25

The Coalition for Rainforest Nations is an intergovernmental organisation established by forested tropical counties to collaboratively reconcile
forest use with economic development. It was formed in 2005.
FCCC/CP/2005/MISC.1. http://unfccc.int/resource/docs/2005/cop11/eng/misc01.pdf
http://unfccc.int/files/kyoto_protocol/application/pdf/papuanewguinea190908.pdf
Belize, Bolivia, Cameroon, Central African Republic, Costa Rica, Democratic Republic of Congo, Dominican Republic, Equatorial Guinea, Ghana,
Guatemala, Guinea, Kenya, Lesotho, Liberia, Nicaragua, Panama, Pakistan, Papua New Guinea, Singapore, Solomon Islands, Thailand, Uganda,
Vanuatu.
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activities to facilitate eventual market participation. Countries would implement small demonstration activities and a coordinated global REDD platform would facilitate knowledge transfer
among participating countries. This category would include permanent conservation areas,
funded through non-market funds. Host countries could designate lead organisations for this
level of activities, including the World Bank (WB). Estimated global funds needed: US$250
million–US$1 billion per year, with funding available from 2008.
Category II: Scaling-Up
Expanding implementation to demonstrate sub-national and national scale projects; following
Intergovernmental Panel on Climate Change Good Practice Guidance (IPCC GPG) methodology, and drawing on development aid and market-linked funds. It is designed to be a ‘step
towards’ national accounting to enable participation in carbon trading. Increased funding will
be required for these activities, such as suggested by the World Bank Carbon Facility, Norway
REDD Initiative, G8 Special Climate Fund, etc. Estimated global funds needed: US$5 billion US$10 billion per year. Funding available from 2010 with no time limit to participation in this
category.
Category III: Future Markets
Countries participate in measurable, reportable and verifiable emission reduction activities
through reducing deforestation and receiving credits exchangeable on the global carbon
market. This would involve national-level accounting only, and follow the IPCC GPG methodology. Only Category III activities (resulting in tradable credits) would be subject to measurable, reportable and verifiable accounting standards. Estimated global funds needed: US$10
- US$40 billion per year, with carbon trading to begin post 2012.

Forest Retention Scheme – Tuvalu
Tuvalu has proposed a Forest Retention Scheme to provide incentives to communities for
protecting and retaining forests.26 There are three components to this scheme, which include
a Community Forest Retention Trust Account; Forest Retention Certificates and an International Forest Retention Fund to provide funding for communities to set aside forest areas or to
manage them in a sustainable manner. Communities could draw on a prescribed percentage
of their own trust account, to establish measures to combat and reduce deforestation and
degradation.
Community Forest Retention Trust Accounts (CFRT Account)
Communities that wish to establish projects to conserve forest areas or manage them on a
sustainable basis would seek funding to establish a CFRT Account. Communities could draw
on a prescribed percentage of this account to establish measures to combat emissions from
deforestation and forest degradation. The remaining amount would be set aside in the CFRT
Account. A community could then draw upon the interest from the Account on an annual
26

FCCC/SBSTA/2007/MISC.2/Add. 1. http://unfccc.int/resource/docs/2007/sbsta/eng/misc02a01.pdf
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basis, based on the concept of being paid an annual ‘rent for environmental services’.
Forest Retention Certificates
Once the CFRT Account is established, communities could apply for Forest Retention Certificates which are based on an estimate of the amount of GHG reduced by the project (based on
current emission trends compared with potential actions to reduce these emission trends). At
the end of a prescribed period (five years) certificates equivalent to a determined amount of
CO2 avoided would be issued by national governments, which would need to report annually
to the COP. A committee would be established under the COP to ensure that there was not
an over-issuance of these certificates. At the end of a prescribed period of time (possibly ten
years), the area of forest originally set aside or sustainably managed by the community would
be independently assessed. An independent auditor would also assess whether the CFRT
account was still in operation. If the project and the account are verified, communities could
redeem a prescribed percentage of their Certificates. This process would be repeated every
ten years.
International Forest Retention Fund
Funding for the redemption of these Certificates would come from a proposed International
Forest Retention Fund established under the Convention. Tuvalu has suggested a levy on international aviation and bunker fuels27 to finance this fund, which could raise in the region of
US$24 billion annually.
Redemption of the Certificates would be granted ex-poste, although communities have had
access to interest from the initial CFRT Account. Communities could deposit these redeemed
Certificates into their CFRT Account or use the money as the community sees fit. Procedures
for assessment and auditing would be kept as simple as possible to minimise transaction costs.
The Certificates could only be redeemed to the International Forest Retention Fund. The fundamental component of this scheme is founded on the principle that the certificates cannot be
sold, transferred or traded.
Tuvalu does not support forest carbon trading, largely because leakage will inevitably occur so
long as the demand for global commodities continues to put pressure on forests. Tuvalu has
recently proposed addressing international leakage through demand-side measures.28 This
would mean that importing countries would have to ensure that forest product imports are
derived from sustainably managed forest. Fry suggests creating carbon deficit levies (CDLs)
for importing countries. Annex I parties would then accumulate CDLs for importing forest
products resulting from deforestation activities in developing countries. These would appear
as emissions in national GHG inventories and so would in effect be the opposite of certified
emissions reductions (CERs), whereby countries would be adding emission increases to their
assigned amount.

27
28

Outlined in Tuvalu’s presentation to the AWG-LCA on REDD at the UN Climate talks in Accra, August 2008.
http://unfccc.meta-fusion.com/kongresse/AWG_08_Ghana/downl/080822_Ghana_%20AWG_P1_1130_Tuvalu.pdf
Fry, I. (2008) Reducing emissions from deforestation and forest degradation: opportunities and pitfalls in developing a new legal regime.
Review of European Community and International Law, 17 (8).
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Brazil
Brazil advocates a scheme embedded in the UNFCCC framework, but outside the Kyoto
Protocol,29 because ‘Brazil does not envisage any mechanism which could be used by Annex
I countries to meet their quantified GHG reduction commitments under the Kyoto Protocol’.30
Emissions reductions achieved should be considered additional to Annex I emission reductions
in order for REDD to contribute to the ultimate objective of the convention, stabilising atmospheric greenhouse gas concentrations at a safe level. Brazil’s proposal is a very clear message
that developing country participation (in reducing emissions) is contingent on financial and
technology transfer from developed countries, and taking into account immediate development and poverty eradication goals.
The proposal is based on the distribution of financial incentives (from new and additional
financial resources) to countries that demonstrate (in a transparent and credible manner) a
reduction in emissions from deforestation, with incentives distributed ex-poste. The proposal
recognises two categories of countries – those that are ready to start, and those that require
funding for capacity building. Resources for capacity building should come from multilateral
institutions and voluntary donors in Annex I countries.
The positive incentives scheme is based on comparison between the rate of emissions from
deforestation for a previous time period with the RER. The RER is based on a historical reference
emissions rate of deforestation over the previous ten years. Any emission increases above the
RER are converted into a debit from future financial incentives. The incentive amount per
tonne of CO2 avoided is calculated by a set amount to be agreed and periodically reviewed.
Accounting shall be at the national level, and monitoring shall be based on a transparent and
credible system that reliably provides estimates of the annual emissions by biome.

COMIFAC
The Commission of Central African Forests, which is in charge of common actions for sustainable
forest management in Congo basin countries, coordinates the proposals for these countries
(Cameroon, the Central African Republic, the Republic of Congo, the Democratic Republic of
Congo, Equatorial Guinea, Chad and Gabon). The proposal emphasises extending compensation to include degradation, which is likely to threaten nearly 60% of land in the Congo basin.31
The 2008 submission specifies that degradation occurs because of ‘unbridled forest exploitation’ and does not include sustainable forest management (SFM), firewood collection, or
slash-and-burn farming. Whilst the recognition that traditional farming is not a major driver
of deforestation is welcome, the proposal does emphasise that funding will be required for
SFM and states that emissions from this source should not be accounted for, which is a form
of subsidising the logging industry through finance intended for mitigation (whether funds or
markets). The submission emphasises that the definition of managed forests and SFM schemes
should be the prerogative of host countries.
29
30
31

The Kyoto Protocol is a protocol under the UNFCCC. The Kyoto protocol was adopted in December 1997 in Kyoto, Japan and establishes legally
binding commitments for the reduction of greenhouse gases produced by ‘Annex I’ (industrialised) nations.
FCCC/SBSTA/2007/MISC.2. http://maindb.unfccc.int/library/view_pdf.pl?url=http://unfccc.int/resource/docs/2007/sbsta/eng/misc02.pdf
See COMIFAC’s two most recent proposals: FCCC/SBSTA/2007/MISC.14 and FCCC/SBSTA/2008/MISC.4
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The proposal favours mixed funding, combining voluntary funds with carbon credits; climatic
benefits must be ensured by creating sufficient demand in the North for credits through a ‘cap
and trade’ approach. Two funds are proposed:
•
•

a stabilisation fund, to compensate historically low deforestation, and for additional
activities to conserve forests in protected areas, and
an activation fund, to finance institutional capacity building and readiness activities.

Suggestions for sourcing these funds include levying taxes on REDD credits and on polluting
activities, and additional financing. Allocation could be based on sustainable management
and protection of forest ecosystems in addition to carbon stocks. As a historical baseline would
strongly penalise Congo countries with low deforestation rates in the past, COMIFAC argues
for a reference scenario that in addition to historical baselines includes a ‘development adjustment factor’ (DAF) so that forest exploitation development needs can be met in countries with
low emissions per capita and low economic development.

India – Compensated Conservation
India favours a comprehensive REDD mechanism that encompasses all policy approaches
which enhance carbon or save it. Enhancing carbon usually refers to increasing carbon stocks
through plantations. The Indian proposal is intended to compensate countries for maintaining
and increasing their forests as carbon pools, as a result of conservation and increases in forest
cover (i.e. planting new forests or plantations).
India would seek positive incentives for enhancement of carbon stocks, as well as for the
maintenance of baseline stocks, via a national-level accounting scheme to be financed via a
specially designed and designated fund. Whilst India initially stated that the existing carbon
market was seen as inappropriate for disbursement of financial incentives,32 more recently it
has proposed33 using a market mechanism where there are changes in carbon stocks (through
either avoiding emissions or sequestering carbon), and establishing an international fund to
‘insure’ baseline stocks where there are no changes in carbon levels. India emphasises that
one unit of carbon saved should receive the same level of incentives as one unit of carbon
added, concluding that increasing forest cover should receive the same incentives as avoiding
deforestation. This is problematic when coupled with definitions which do not differentiate
between plantations and primary forests, as it is the case under the UNFCCC framework.34
India concludes that carbon markets are appropriate where there are changes in carbon stocks
(including reduced deforestation and afforestation/reforestation) with funds raised from a levy
on the REDD carbon market to finance the maintenance of baseline stocks, where there are no
changes in carbon levels.

32
33
34

FCCC/SBSTA/2008/MISC.4. http://unfccc.int/resource/docs/2008/sbsta/eng/misc04.pdf
During presentation at climate talks in Accra in 2008. http://unfccc.meta-fusion.com/kongresse/AWG_08_Ghana/templ/ply_page.php?id_
kongresssession=1343&player_mode=isdn_real
Forests are defined (in the context of the Kyoto Protocol) as a minimum area of land 0.5–1 ha with a tree crown cover of more than 10%–30%
of trees with the potential to reach a minimum height of 2–5m in maturity.
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The proposal suggests a single national baseline to prevent double counting and leakage,
with remote sensing and minimum ground verification to assess baseline stocks; increased
stocks; and assessment of reductions in deforestation at five-yearly intervals. In order to ensure
uniform reporting at the international level, India recognises a need for harmonious forest
definitions and proposes including natural as well as industrial/short rotation plantations, or
(if technologically possible) a forest definition based on minimum default carbon stocks per
unit area.

Latin American Nested Approach
This group of countries35 suggest ensuring environmental integrity through a flexible and
equitable approach, which encourages 'broader participation'. They suggest that restricting
REDD projects to national level accounting only will restrict participation to a handful of
countries – limited participation means limited benefits. The Nested Approach envisages a
progressive approach to national accounting, allowing initial participation at the national or
sub-national level, noting that emissions accounting is more accurate at the project level, and
that most developing countries lack the technical capacity to report to Tier 2 or 336 of the IPCC
GPG guidelines. This stepwise approach allows countries to scale up their participation as their
capacities are strengthened.
Leakage is the main criticism of the project-based approach, but this proposal suggests that
leakage can be dealt with by identifying the leakage caused by each project (using independent verification), and discounting that from the estimation of emissions reductions on a
project-by-project basis. Countries would move towards national REDD activities, either voluntarily at any time, or by an agreed deadline. This would allow developing countries time for
capacity building as they move towards a national approach, and it would allow countries with
lower capacity levels immediate participation in the scheme through the project approach.
Reduced emissions at any level will lead to fungible carbon credits and allow Annex I countries
to meet compliance targets.
Accounting and crediting would occur at both national and sub-national levels, allowing for
direct private investor involvement in projects. National-level accounting means that governments would receive credits if below the baseline, and could bank some against future
commitment periods. If they are over the agreed baseline, governments could use previously
banked credits or buy credits from another developing country with excess credits, or be in
debit for future credits earned. Sub-national projects could start at any time, independent of
national targets being adopted, and credits would be issued for emission reductions below the
reference scenario, minus project-generated emissions and leakage.
The national emission reference level is to be determined from an agreed historical period
(ten years). Countries with historically low deforestation rates would receive reserve credits for
early action, revenues from which could be used as a ‘stabilisation fund’ similar to the COMIFAC

35
36

A coalition of Latin American countries (Paraguay, Argentina, Honduras, Panama and Peru) have adopted the Nested Approach as developed
by CATIE (www.catie.ac.cr).
Higher levels of accuracy in accounting.

An overview of selected REDD proposals

proposal. The proposal notes that the current focus is on reduced emissions from deforestation, and any mention of sustainable forest management and conservation should be in the
context of climate change mitigation.

The EU position
The European Union position on REDD will be critical in determining the impact on demand
for potential REDD credits. The EU has so far taken a conservative approach to the idea of
including forests in carbon markets. The most recent EU submission37 states that emissions
from deforestation must be halted and reversed in the next two or three decades. This is a
broader approach to addressing deforestation than just focusing on reducing emissions, and
the EU has suggested that mechanisms should include effective land-use policies coupled
with economic incentives. Existing processes to address deforestation should be strengthened
and built on. In addition to this, the EU suggests:
•

 p to 2012: parties should participate in demonstration activities to address the drivers
u
to deforestation relevant of their national circumstances. They should use existing
knowledge to implement national forest carbon inventories. Experience from this could
facilitate the integration of policy approaches and positive incentives and recognition
that cooperation and sharing experiences is helpful.

•

 fter 2012: the focus should be on reducing emissions from deforestation and forest
a
degradation, with conservation, sustainable forest management and enhancement of
forest carbon stocks complementing this primary objective.

The EU favours an approach that bases incentives on national reference emissions levels, which
are measurable, reportable and verifiable. Agreed levels should be ambitious, but should take
into account national circumstances and be negotiated and revised periodically. The EU notes
that a well designed market-linked approach can contribute to sustainable action by providing
substantial and sustainable incentives. Socio–economic and environmental synergies must be
provided, and current public financing is not sufficient to do this.

New Zealand
To effectively reduce deforestation, economic incentives must be aimed at maintaining
globally optimal levels of forest cover, which are higher than the nationally optimal level of
forest cover.38 Therefore New Zealand argues that a focus on governance and enforcement
will not reduce deforestation as it will not compensate for foregone development, which can
determine the level of REDD payments required. Compensation should not be equal to the
sum of individual’s opportunity costs, but must transfer value to the national government to

37
38

Submission by France on behalf of the European Community and its Member States (August 2008). Policy approaches and positive incentives
on issues relating to reducing emissions for deforestation and forest degradation in developing countries; and the role of conservation,
sustainable management of forests and enhancement of forest carbon stocks in developing countries.
New Zealand submission to UNFCCC for Accra August 2008. http://unfccc.int/files/meetings/ad_hoc_working_groups/lca/application/pdf/
nz_redd.pdf
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maintain forest cover at a higher level than the nationally optimal value of what would be
retained without the incentives.
Countries with forest levels currently above nationally optimal levels will require payment
to avoid future deforestation, regardless of recent deforestation rates which are not a good
predictor of future deforestation rates. Countries currently at a socially optimal level of forest
cover (and which stopped deforesting of their own accord) will not require payments to
maintain that level of forest cover (the exception here is with rising opportunity costs such
as rising food and commodity prices). Countries with lower than optimal forest cover could
benefit from incentives to increase forest cover such as existing afforestation/reforestation
incentives under the Kyoto Protocol.
New Zealand believes that a market-based approach will be more economically efficient than
a fund-based approach, but it recognises that both approaches have benefits and drawbacks,
and it is open to exploring both. Whilst funds will be needed for capacity building etc., the
discussion still needs to resolve if a primarily fund or market approach will be best for the
bulk of incentives. It may be appropriate to explore an interim mechanism using a fund-based
approach that can provide evidence for supply of emission reductions from avoided deforestation before it can be understood what sort of reductions will be achieved – in order to match
the potential supply of units with increased demand for credits so that a market approach can
function without crashing the market.
New Zealand favours a national accounting approach, and although a project-based mechanism
may be needed as a capacity building step, credits from these projects should not be fungible.
The proposal emphasises that broad participation is required rather than market corrections
to address international leakage.

Norway
Substantial, predictable, results-based and long-term financial flows to developing countries
are required for a post-2012 REDD mechanism – and establishing such flows should be the
focus of the mechanism, as it is these flows that make REDD different from past forest protection schemes.39 Therefore a robust, effective and sustainable system for mobilising financial
resources, and a credible results-based mechanism to distribute them, should be the cornerstone of a future REDD mechanism. Biodiversity should be protected through careful policy
design, and any regime should ensure the involvement of indigenous peoples and local
communities, who should be involved in the construction of mechanisms that compensate
them for the forest protection they promote.
The proposal advocates a combination of fund- and market-based mechanisms. Markets are
needed to mobilise the private sector, although they are less effective for countries with low
rates of deforestation, and less relevant for capacity-building activities. REDD must be additional to deep emissions cuts from Annex 1 countries – so a market-based mechanism will
39

Norway submission to UNFCCC for Poznan September 2008. http://unfccc.int/files/kyoto_protocol/application/pdf/norway_auctioning_
allowances.pdf
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require collective emissions cuts from developed countries of more than 25% - 40%. If a fundbased mechanism is used, it is essential that adequate finances are raised (relying on development aid type donations will not be acceptable). To this end Norway has proposed a system for
the auctioning of allowances as a potential source of REDD funding.
The focus should primarily be on REDD, but incentives also need to account for conservation, sustainable forest management, and enhanced carbon stocks to provide incentives for
countries with historically low deforestation rates, or those who have stopped deforesting.
A broad scope including all forest activities will reduce the risk of leakage. An independent
monitoring system will be required (of emission reductions and reference levels) to ensure
credibility.
Reference levels in principle should be based on historical emissions data, but due to the lack
of incentives that this principle would provide for countries with historically low rates of deforestation, Norway is open to other approaches for setting reference levels. A national approach,
eventually leading to monitoring of all forests in the country, is needed to account for intranational leakage. International leakage must be addressed. In the early stages, when fewer
countries are participating, approaches to address international leakage need to be explored,
although Norway has no specific suggestions in this proposal.
The proposal also suggests that there should be close coordination and integration of preparations made through the United Nations REDD Initiative, the World Bank’s Forest Carbon Partnership Facility and other initiatives: not as a substitute for REDD under the UNFCCC, but to
stimulate early action and capacity building.
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Appendix 1
Summary table of selected REDD proposals

Framework

Finance mechanism

Fungibility

Scope

Reference scenario

Liability

Scale

CfRN

UNFCCC for markets.
Fund-supported
activities could be
managed by WB, UNDP,
UNEP, etc.

Primarily marketbased.
Fund and marketlinked ‘readiness’
phase with trading to
commence 2012.

Fully fungible credits

Deforestation and
degradation

Historic (minimum
5 years) with development adjustment
factor

Banking, borrowing,
ex-poste crediting

National

Brazil

UNFCCC

Funds provided by new
financial mechanism
and technology
transfer obligations of
Annex 1 countries.

Opposed to using
forestry credits as
Annex 1 offsets

Recent shift from
deforestation only to
inclusion of all forest
activities

Strictly historical –
10-year period

Any emissions
increases debited from
next reduction period

National

India
Compensated
Conservation

UNFCCC – additional
to CDM

Market for carbon
stocks which undergo
changes; funds for
conservation of
existing forests.

Partial fungibility

Forest conservation
and enhancement,
and deforestation/
degradation

Fixed at 1990 or other
level

Not discussed

National

Tuvalu
Forest Retention
Scheme

UNFCCC

Innovative funding,
e.g. through levy
on international
transport. Communities can directly apply
for funding, although
national governments
will issue certificates.

No carbon trading

Deforestation and
degradation (excluding
subsistence activities)

Not discussed

Independent verification

National

COMIFAC

UNFCCC

Market for reducing
deforestation;
stabilisation fund for
sustainable forest
management

Fungible contingent on
deeper Annex I targets

Deforestation and
degradation

Historic with development adjustment
factor

Not discussed

National

Latin America
Nested
Approach

KP (CDM mechanism)

Market with additional
capacity building funds
from auctioning AAUs
or other levy

Fully fungible credits

Deforestation and
degradation

Historical (10 years),
with voluntary targets
adopted above or
below reference
emissions level

Banking, borrowing,
trading with other
developing countries

Sub-national and
national

Norway

UNFCCC

Combination of market
and fund based approaches needed. Markets
to mobilise private
sector and funds to
incentivise historically
low emitters

Partially fungible

Focus on deforestation
and degradation, but
all forest activities
considered to enhance
broad participation

Approach needs to
provide incentives for
those with historically
low deforestation rates

Independent
monitoring to ensure
credibility

National

EU

UNFCCC

Pre-2012, addressing
drivers to deforestation. Post-2012,
drawing on marketlinked funding for
REDD mechanism

No clear position on
fungibility

Deforestation
and degradation.
Conservation, SFM
and enhancement of
carbon stocks considered complementary
to this

Agreed national
reference emissions
levels. Negotiated and
revised periodically

Not discussed

National

New Zealand

UNFCCC

Open to exploring
fund or market based
options

Credits from nationallevel accounting will
be fungible. Project
based credits should
not be fungible.

Deforestation and
degradation

Not discussed

Not discussed

National
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Appendix 2
Attention to biodiversity, rights and governance issues in
selected Party submissions40
Biodiversity
CfRN
Accra submission

Tuvalu
SBSTA/2007/MISC.14/
Add.3

– Must avoid actions that adversely
affect biodiversity locally and
globally (through increased
climate change)
– Emissions from logging and
conversions to plantations should
be accounted for.

Rights

Governance

Should recognise the rights and
roles of rural communities, native
and indigenous people in order to
ensure the sustainability of REDD

Mentions supporting social, environmental
and economic development of local and
indigenous peoples

Refers to CBD article 8j and calls on
Parties to guarantee consultation
with indigenous people and local
communities. Legislative measures
may need to be developed to ensure
any transfer of emission entitlement (right for ownership of carbon
on land) does not infringe upon
rights. Any international agreement
may need to have specific clauses to
ensure that the rights of indigenous
peoples and local communities are
properly protected.

Providing carbon finance in a system that
is already compounded with governance
issues is unlikely to be a recipe for success.
Options for addressing governance
issues include international efforts to
combat illegal logging, and a project level
approach could get around governance
problems but does not solve leakage
issues. Recommends COP discussion on
governance and institutional difficulties.

Latin America
SBSTA/2008/MISC.4

National approach requires strengthening governance, without which the
private sector, local communities and
indigenous peoples participation will not
be guaranteed.

Indonesia
SBSTA/2007/MISC.14/
Add 2
SBSTA/2008/MISC.4

Some forests home of mega
biodiversity and genetic resources,
although specific measures to
protect biodiversity are not given.

Synergies between international
agreements should be promoted.

EU
Accra submission

Assessment of the effects on
biodiversity essential.

Stakeholder involvement, including
local communities and indigenous
people essential for any approach to
be effective.

Norway
Poznan submission

A REDD mechanism should
contribute to the protection of
biodiversity.

And secure the rights and involvement of local communities and
indigenous peoples, who should be
involved in decisions to compensate
them for the forests they protect.

Acknowledges differing governance
capacities among developing countries.

Australia
SBSTA/2007/MISC.14/
Add 1

Biodiversity mentioned as a
co-benefit.

Important that local communities
are engaged in sustainable use of
forests and rewarded as stewards of
forest estates.

Mentions that increased property rights
may significantly reduce illegal logging.

Japan
SBSTA/2007/MISC.14

Need to consider if multiple
functions other than carbon are
properly maintained. Industrial
plantations replacing old growth
forest detrimental to biodiversity;
calls for discussion on how to treat
such plantations, but does not rule
them out of REDD inclusion.

Nepal
SBSTA/2008/MISC.4

40

Non-climate policy instruments, including
forest policy reform in developing
countries, indirectly address drivers of
deforestation, forest degradation and
improving forest management.

Appropriate distribution of benefits among
stakeholders, including local communities,
is necessary.

Communities play significant role in
managing forest resources – such
efforts should be recognised and
rewarded. System should benefit
the poor and encourage community
based forest management.

Repeatedly mentions that community
groups should be involved in forests
management and REDD mechanism.

Country submissions which do not appear in this table made no mention of biodiversity, rights or governance.

