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Introduction of CDM

The Clean Development Mechanism (CDM) is one instrument developed to take action on climate change. It is a flexible mechanism to quantify and trade GHG emission reduction between industrialized countries with a reduction target and developing countries. Reduction targets of industrialized countries and the allowed mechanisms to fulfil commitments are stated in the Kyoto Protocol (1997). The Kyoto Protocol in short is the practical implementation strategy of the UN Framework Convention on Climate Change (UNFCCC) from 1992. To qualify for CDM, projects should contribute to the sustainable development of a country and get official host country approval from their Designated National Authority (DNA)1
. To date, most CDM projects have been large-scale and industrially-oriented; additional efforts are needed to reach the multitudes of poor small-holders.
How CDM works in the forestry sector

In this paper we will explain the use of CDM in the forestry sector and discuss the CDM components of two specific CDM projects under construction in Vietnam. In the process of photosynthesis, plants convert radiant energy from the sun into chemical energy, in the form of glucose, while emitting oxygen; carbon in glucoses is used to build cellulose of cell walls in the woody parts of the trees and stored until the tree dies and decomposes. In this way growing trees temporarily reduce the amount of greenhouse gas CO2 in the atmosphere. 

Through easy measurements on the growth of trees one can calculate carbon stored by using several conversion factors. It is this service of forests that is marketed. In principle the carbon services provided by all different forestry activities, provided the calculations are sound, can be marketed. Under the CDM however, as of yet, only two project activities are eligible: afforestation and reforestation. 

Definitions for using CDM in the forestry sector

Under CDM eligible afforestation and reforestation, project activities need to result in a forest in accordance with the definition for forest set by the host-country DNA. The DNA of Vietnam has already set the Vietnamese definition
; a forest is:

· An area of at least 0.5 ha; with

· A minimum crown cover of 30%; and

· A minimum tree height at maturity of 3m

See pictures below to understand the definitions of afforestation and reforestation project activities and definition of “forest”.
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Left: Picture showing the difference between pre-project land requirements for afforestation (top) and reforestation (bottom); red lines depict barren land, green lines depict forest. Right: Picture showing differences of canopy cover of tree vegetation. Given trees are minimal 3m in height, after 30 percent canopy cover the vegetation is called a forest according to the Vietnamese CDM forest definition. 

As only Afforestation and Reforestation are eligible activities in the forestry, the term AR-CDM is often used. AR-CDM projects are just regular reforestation projects except from the fact that they use the CDM for co-financing. This difference requires the preparation of a Project Design Document including estimation of actual net greenhouse gas removal by the project activity following methodologies approved by CDM Executive Board, validation of PDD by an accredited third party, registration of the project in CDM EB, verification of the project by third party, and issuance of so-called carbon credits by CDM EB. 

Unlike energy sector CDM, development of AR-CDM has been delayed in the world due to delayed development / approval of methodologies, cumbersome procedures and economical unattractiveness comparing with energy sector CDM. Hence, there is only one AR-CDM project registered (in China) and five (5) under validation in the world.

Potential in Vietnamese forestry sector
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CDM in Vietnam has most potential in the energy, agriculture and forestry sector. The potential to use AR-CDM in the forestry sector is 52 Mt CO2 equivalent until 2010 according to the national CDM strategy. About 6.4 million hectare would be eligible to use AR-CDM according to national data from 2005. For an indication see picture (source: www.csi.gciar.org/encofor) 

Readiness of the Government

Vietnamese Government has worked actively for preventing global warming by ratifying international conventions and establishing necessary institutional system: the Government ratified United Nations Framework Convention on Climate Change (UNFCCC) on 14 November 1994 and Kyoto Protocol (KP) on 25 September 2002; assigned MONRE as a national authority for implementation of UNFCCC and KP; assigned ICD (International Cooperation Department) of MONRE as the Designated National Authority (DNA) for CDM in March 2003; established CDM National Executive & Consultative Board (CNECB) in April 2003. DNA is responsible for assessing and approving CDM projects as well as for managing and coordinating CDM activities and investment in Vietnam. Meanwhile CNECB is responsible for approval of projects that want to use the CDM. 

The Prime Minister issued a Directive No.35/2005/CT-TTg (dated 17 Oct. 2005) on the implementation of KP. MONRE issued Circular No: 10/2006/TT-BTNMT (dated 12 December 2006) to guide formulation and approval of CDM projects. As of 1st April 2007, there are two (2) registered CDM projects (590 in the world) and eight (8) projects are under validation in Vietnam. 

CDM projects under construction
Hoa Binh project by FSIV, VFU, MARD and JICA

A small-scale AR-CDM project will be formulated within 2007 under the on-going JICA Study on “Capacity Development for AR-CDM Promotion in Vietnam.” The JICA Study aims at capacity development of Vietnamese counterpart (DOF, VFU and RCFEE) on the promotion of AR-CDM in Vietnam. Formulation of a small-scale AR-CDM project (a pilot project with about 300ha of reforestation) is an important component of the Study and will be done in Cao Phong district of Hoa Binh province by “learning by doing” approach because there are very limited examples on AR-CDM worldwide. The Study team expects that the implementation of the pilot project will stimulate the development of AR-CDM projects in Vietnam and contribute to establishment of payment mechanism to the environmental services of forests, poverty reduction in mountainous area, environmental protection, and eventually to the restoration of biodiversity.

A Luoi 5000 ha project in TTHue by DPC A Luoi and SNV

In the through the Vietnam-American War devastated areas of North Central Vietnam, the District of A Luoi tries to use the ARCDM as co-financing mechanism for reforestation. After a small pilot project of 38 hectare, currently a 5000 hectare reforestation project is under construction. It includes small-holder plantations of 3000 poor households. Through the use of ARCDM reforestation will become a financially attractive option for the households. The project plans to have the AR-CDM component registered in the beginning of 2008.

Apart from the economic gain for poor households, the use of ARCDM has several additional benefits as the mechanisms application criteria are high. Additional benefits are:

· Issuance of land-rights to small-holders

· Financial transparency throughout the project

· Pressure for mixed species plantations

· Declared positive contribution to the environment and socio-economic situation of stakeholders

· Better monitoring and mapping of plantations

For more information, download the publication: “the Golden Forest” Practical Guidelines for AR-CDM project activities in Vietnam at www.snvworld.org (Practice Areas/ Forests/ SNV publications).

�See � HYPERLINK "http://cdm.unfccc.int/DNA/index.html" ��http://cdm.unfccc.int/DNA/index.html� for DNA’s per country


� See official CDM definition of VN forests at � HYPERLINK "http://cdm.unfccc.int/DNA/ARDNA.html?CID=233" ��http://cdm.unfccc.int/DNA/ARDNA.html?CID=233� 
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