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Preface

Forests play a key role in climate change as both sinks and sources of carbon
dioxide. It has been estimated that deforestation and forest degradation
contribute up to 20 percent of global emissions of carbon dioxide annually—
more than the entire transportation sector—and that standing forests sequester
about 20 percent of global carbon dioxide emissions. Moreover, forests are
thought to provide a more cost-effective means of reducing global carbon
dioxide emissions than other sectors. Thus, if incentives could be provided
to curb the deforestation and forest degradation plaguing many tropical
countries,then forests could have a net positive impact on carbon sequestration
and thereby contribute substantially to mitigating climate change. This is
exactly what REDD (Reducing Emissions from Deforestation and Forest
Degradation), a new mechanism currently being negotiated under the United
Nations Framework Convention on Climate Change (UNFCCC) climate talks,
would do.

Forests are also inextricably linked to the livelihoods of people in Nepal and
other developing countries. Thus, REDD offers the promise of not only
mitigating climate change, but also of reducing the incidence of poverty,
bolstering local livelihoods, and supporting other co-benefits like biodiversity
conservation and ecosystem services. However, there are also many challenges
to its effective implementation in Nepal. These include technical, ecological,
social, institutional, political, and economic issues. As the country has been
focusing on broad-based sustainable development, any REDD mechanism
should be designed and implemented according to the principles of social,
economic and ecological sustainability. By reviewing current experience,
capacities, opportunities and challenges in the context of Nepal, this book
aims to inform policy makers, practitioners, civil society representatives, and
the general public about the potential and prerequisites for implementing
REDD in a socially equitable, economically viable and ecologically beneficial
manner.

Defining the shape of REDD

The ongoing climate negotiations are actively considering REDD as a means
of mitigating global climate change by preserving and sequestering carbon
in forests. This emerging mechanism would compensate developing countries,
and their communities, for their forest conservation and regeneration efforts.
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Considerable progress has been made on REDD negotiations in recent months
and it seems increasingly plausible that a general consensus on a global policy
framework for REDD may be reached by the end of the December 2009
Conference of Parties (COP-15) climate talks in Copenhagen, or at follow-
up talks in 2010.

In Nepal, the government, donor agencies and some civil society organizations
have embraced the promise of REDD, fast-tracking national policy
development and instigating various piloting and awareness-raising activities
in order to get “ready for REDD”. They recognize that this emerging
mechanism presents an opportunity for Nepal and its forest-dependent
communities to reap significant benefits and to play an active role in climate
change mitigation. In fact, REDD could acknowledge the important role that
forests and the communities that protect them already play through carbon
sequestration; and also provide incentives for both governments and local
stakeholders to bolster their forest conservation efforts.

Nepal has also invested considerable energy in lobbying for the mechanism
at the international level, and for the conceptual evolution from RED, to
REDD, to REDD+(+). The specific shape or scope of REDD has strong
implications for Nepal’s ability to benefit from the new mechanism.

REDD+ refers to ‘avoided deforestation’ plus ‘forest enhancement’. RED(D)
was initially conceived an ‘avoided deforestation” mechanism and was
supported by countries with significant forest cover and high rates of
deforestation (e.g. Brazil, Indonesia, Papua New Guinea). Globally, Nepal
does not score particularly high on either of these criteria. However, Nepal is
often touted as an international example of successful community-based forest
management, especially in the Middle Hills region where deforestation has
been steadily reduced over the past couple of decades. In many instances, the
condition of these forests is being continually enhanced, thus contributing to
a steady increase in carbon stocks. As a result, Nepal has lobbied for the
inclusion of “forest enhancement” (i.e., REDD+) to make it more competitive
in a global carbon-trading scheme. In the international arena, the meaning of
“REDD++" is often expanded to include both forest enhancement and social
and biodiversity co-benefits, in addition to avoiding deforestation and forest
degradation.

REDD++ is a relatively new proposal advanced by some countries, with no
clear international consensus yet on its viability or desirability. It would
incorporate all emissions from different land uses and land use change,
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including afforestation, grasslands and agricultural lands. It is unclear yet
whether REDD++ would work to Nepal’s advantage. However, the complexity
of measuring, monitoring and recording carbon emissions and/or stocks in
other types of land use would certainly pose additional technical and
institutional challenges and increase transaction costs.

Experience, challenges and opportunities for REDD

Nepal has many attributes that are conducive to effective engagement with
an international carbon trading mechanism like REDD. These include an
extensive network of experienced local forest management institutions; a
supportive legal and policy framework for the devolution of forest
management; strong ongoing donor support for initiatives in the forestry
sector; significant biophysical potential for reducing deforestation in the sub-
tropical Terai (plains) region; continued forest enhancement in the Middle
Hills region; growing experience and capacity in measuring and monitoring
forest carbon stocks; and significant opportunities for reducing poverty and
strengthening livelihood resilience, preserving biodiversity and critical
ecosystem services, and promoting adaptation to climate change.

Despite these attributes and synergies, however, there are significant
challenges and risks for effective engagement with REDD in Nepal. Key
technical and ecological challenges include ensuring the permanence and
additionality of carbon stocks, preventing leakage, and setting an appropriate
historical baseline or reference scenario for assessing reductions in
deforestation and forest degradation. Establishment of an effective system
for monitoring, reporting and verifying (MRV) of carbon stocks could also
prove difficult. Furthermore, a strong focus on carbon could present risks for
preserving biodiversity;and ensuring the ecological integrity of forests would
require additional transaction costs for REDD.

There are also profound social and institutional issues. Adopting a national
institutional framework to ensure equity, efficiency and accountability in
verifying and compensating for carbon gains could prove difficult given
current governance issues in the forestry sector. It is critical to develop clear
benefit-sharing and governance mechanisms that ensure the equitable
distribution of carbon payments among all relevant stakeholders and within
local communities. While much of the focus for REDD has been on
community forests, equity issues also apply to other types of local forest
management, such as leasehold forests, religious forests, collaborative forestry
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and buffer zone community forests. Failure to include these in a national
REDD program could heighten social and political tensions. REDD could
also threaten the livelihoods of indigenous peoples, the poor, and other forest-
dependent and marginalized communities who rely heavily on forests for
their livelihoods, by diminishing their access to vital forest products for both
subsistence and commercial uses.

Political, legal and economic barriers are also substantial. The government
of Nepal is currently preoccupied with maintaining political stability and
consensus, forging a federalist system, and writing a new constitution.
Persistent political rivalries pose an ongoing challenge to effective governance
in all sectors at the national and sub-national levels. Lack of coordination
among government ministries for policy development also presents a
challenge. Furthermore, while forest policies in Nepal are very supportive of
community-based forest management in principle, tenuous tenure regimes
and a lack of clear ownership rights remain an obstacle to the ability of
communities to claim full benefits from their forest resources, including
carbon. Last, but not least, Nepal’s ability to benefit from a mechanism like
REDD depends not only on its own technical, ecological, social, institutional,
political and legal assets, but also on the final shape that REDD takes in the
international negotiations, and its resulting competitiveness in a global carbon
market vis-a-vis other countries with significant carbon stocks and/or
deforestation rates, such as Brazil and Indonesia.

Lessons for future research and action

These challenges for implementing a REDD scheme in Nepal point to some
opportunities and directions for future research and action.

This volume provides insights on the experience, challenges and opportunities
for implementing REDD in Nepal. The chapters present evidence from
empirical studies and analyses highlighting the experience and challenges of
monitoring and measuring deforestation (Chapters 8 and 10), forest
degradation and carbon stocks (Chapter 6); the implications of REDD for
local livelihoods (Chapters 4 and 5) and associated costs an benefits (Chapter
2); the potential value of carbon and its ability to compete economically with
other important uses of forests and to offset deforestation and forest
degradation (Chapter 3); risks related to the resource rights and land tenure
of local communities and indigenous peoples (Chapter 5); institutional
considerations for ensuring the equitable sharing of benefits among actors at
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all levels, and within local communities (Chapter 7); and the implications of
international policy processes (Chapters 1 and 3), and global carbon markets
and mechanisms(Chapter 9), for Nepal’s ability to benefit from REDD.

Although these chapters reveal that there is already some experience and
capacity for evaluating the technical, ecological and livelihood implications
of REDD, there is also a need for more extensive and robust studies—
especially for measuring forest degradation—and for more studies focused
on institutional, governance, market and financing issues and implications in
particular. For instance, the role of the private sector in REDD is scarcely
mentioned in existing studies and policy dialogues. Furthermore, while much
of the research and writing on REDD has focused on community forestry as
the logical vehicle for REDD in Nepal (including many of the chapters in
this volume), the focus needs to be expanded to include other areas. While
community forestry is undeniably the hallmark of Nepal’s forestry sector—
and has been effective in slowing or reversing deforestation trends in some
areas, especially in the Middle Hills—it covers only about one quarter of
Nepal’s forests. Thus, although community forestry may represent a
comparative advantage for Nepal in terms of REDD, the remaining three
quarters must also be included for a comprehensive, national-level program
to succeed.

The studies also reveal that research has been limited in the Nepali context.
Most of the technical studies that estimate carbon inventories have based
their methodologies on other studies that were done in contexts quite different
from Nepal. Though it is laudable that researchers have maintained
methodological rigor, there is a need to have more Nepal-specific estimates
that can inform policy. Developing local capacity and appropriate
methodologies for measuring and valuing carbon are important stepping-
stones to building a comprehensive system of payments for valuable ecosystem
services that will provide not only climate change mitigation, but also lasting
benefits for rural livelihoods, biodiversity and ecosystem services.

Even though there are substantial political challenges, the ongoing
constitution-writing and climate policy formulation processes offer Nepal a
major opportunity to build institutions that are efficient, yet flexible and
adaptive. As regulatory and institutional processes must be able to react to
the rapid developments of the REDD process, a review of the current
government processes is needed. The REDD policy formulation and
implementation process will test the ability of the government and the
community forest user groups—together with other stakeholders—to devise
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a fair, flexible and effective mechanism that is able to generate significant
emissions reductions and distribute the associated benefits in an efficient
and just manner.Moreover, while REDD does offer numerous potential
benefits for Nepal’s forest-dependent communities and forest conservation
efforts, these benefits need to be carefully assessed in light of current
capacities, international policy developments and global carbon markets.

This volume contains works covering various dimensions of REDD
“readiness” and has also uncovered areas that need further research like
Monitoring, Reporting and Verification (MRV). REDD is a very dynamic
mechanism that features prominently on the agenda for COP 15. Thus we
can expect some major policy developments to take place toward reducing
emissions from deforestation and forest degradation.

A Nepali version of this volume will be subsequently released featuring
updates after the Copenhagen Climate Talks. Through the publication of both
an English and a Nepali version, we hope that we will be able to reach a
broader audience in Nepal and beyond.
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Chapter 1

REDD, REDD+ and Co-Benefits

- Ugan Manandhar*

Abstract

Thelargest terrestrial natural sinks of the world are now getting a great deal
of recognition for their contribution to hel ping combat climate change. These
sinks act as a huge source of GHG emissions and contribute nearly 30% of
global emissions, out of which two thirds result from deforestation and forest
degradation. This sector has not gained much recognition since the 1992 Rio
Earth Summit, despite the fact that every year more than 13 million ha of
forest areaislost, resulting in higher concentrations of CO2 in the atmosphere
than those coming from other fossil fuels based transport sector.

The coming years before 2102 at the UNFCCC negotiations will see debates
on REDD and REDD+ issuesin both the post-Kyoto regime and the national
frameworksrelating to policies, co-benefits and benefit-sharing mechanisms.
Forest ecosystems can help us combat climate change at a large scale and
thus REDD/REDD+ strategies must be guided by high quality research, ground
realities and the geo-political context of nations. This chapter focuses on
REDD, REDD+ and co-benefits.

1.1 Introduction

REDD is primarily about reducing atmospheric carbon dioxide emissions as
an element of a comprehensive approach mandated by the Bali Action Plan.
The Bali Action Plan, a decision adopted at the Conference of Party meeting
in Bali, Indonesiain December 2007 (COP 13), explicitly mentions the need
to address REDD to mitigate GHGs:

Policy approaches and positive incentives on issues relating to reducing
emissions from deforestation and forest degradation in devel oping countries;

T WWF-Nepal, E-mail: ugan.manandhar@wwfnepal .org.
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and the role of conservation, sustainable management of forests and
enhancement of forest carbon stocks in devel oping countries.

With recent developments, REDD+ has drawn more attention towards
activities related to the conservation and sustai nable management of forests
and to enhancements of forest carbon stocks. The proposed mechanism started
with:

¢ RED: Reducing emissions from deforestation, then moving to;

¢ REDD: Reducing emissionsfrom deforestation and forest degradation,
and finaly;

e REDD+: Reducing emissions from deforestation and forest
degradation, plus forest enhancement.

With the negotiations now focused on REDD+, this mechanism is expected
to present new opportunitiesto help conserve natural forestsat aglobal level.
However, unless environmental safeguards are strongly enforced to achieve
real emissions reductions, REDD+ could lead to the conversion of natural
forests into plantations.

Deforestation and forest degradation are ongoing issues that are firmly
entrenched in Nepal and around the world. Deforestation is not a result of
irrationality, ignorance or stupidity as people receive, or expect to receive,
real benefits from deforestation and unsustainable forest harvesting.
Considering the size of the global carbon pool in forests, and its potential
climatic effects on natural and anthropogenic emissions, the management of
forest carbon must be an important element of any international agreement
on climate change. Economists have argued that the conservation of tropical
forestswill be difficult, unless people who use these forests are compensated
for the environmental services their forests provide to the world community
(Pearce 1996). In thisregard, the Kyoto Protocol has proven ineffective, due
to the absence of a mechanism that compensates avoided deforestation and
the lack of incentives to reduce carbon emissions through improved forest
management.

Land use, land-use change and forestry (LULUCEF) activitiesareamajor source
of carbon emissions and active contributors to global warming. The
Intergovernmental Panel on Climate Change (IPCC) estimatesthat 1.6 billion
tonsof carbon arerel eased into the atmosphere annually from land-use change.
A major share of these emissions can be attributed directly to tropical

2
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deforestation (Denman etal. 2007). This represents about one fifth of the
current global carbon emissions, exceeding emissions from the fossil-fuel-
intensive global transport sector.

Avoided deforestation was not accepted as an eligible Clean Development
Mechanism (CDM) activity in the Marrakesh Accords. This is primarily
because of the difficulty of addressing and estimating the extent of leakage.
Additionality, and setting appropriate baselines were also seen as critical
obstacles. Finally, the fear of avoided deforestation generating credits that
would crowd the carbon market and discourage mitigation in other sectors
asoplayed aroleinitsexclusion (Aukland et al. 2003; Forner et al. 2006; de
Jong et al. 2007; Skutsch et al. 2007).

In response to calls from a number of parties to revisit deforestation in the
climate change agenda, in Montreal at the Eleventh Session of the Conference
of the Parties (COP11), in December 2005, launched a two-year process to
explore amechanism for reducing emissionsfrom deforestation in developing
countries. This process has focused on documenting and exchanging relevant
scientific, technical and methodological considerations and experiences,
including policy approaches and positive incentives. The proposal for a post-
2012 international agreement that includes avoided deforestation in non Annex-
| countries is now undergoing public scrutiny.

Deforestation and forest degradation result from various causes, most of
which originate outside of the forestry sector. Understanding these causes
iscrucial to identifying appropriate incentivesto curb deforestation while
also providing benefits to people whose livelihoods depend on forests.
Asmentioned above, the Bali Action Plan included “ enhanced cooperation
on policy approaches and positive incentives on issuesrelating to reducing
emissions from deforestation and forest degradation in developing
countries” (REDD). REDD has consequently been mainstreamed into
negotiations for the post-Kyoto regime. In the current discourse, various
optionsfor the design of REDD are on the table. The World Bank launched
a forest carbon fund for development of the REDD initiative called the
Forest Carbon Partnership Facility (FCPF) at the COP 13. Nepal, along
with 37 other countries, has been selected to participate in the FCPF
mechanism, through which the facility will implement and evaluate
performance-based pilot incentive programs. Besides theFCPF and the
similar UN-REDD Programme, voluntary carbon markets are also likely
to implement avoided deforestation projects under REDD.
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The purpose of this chapter isto provide a partial answer to the question of
how REDD and REDD+ can help support forest conservation, save protected
areas and achieve co-benefits like poverty reduction and biodiversity
conservation.

1.2 REDD+ and Conservation

Conservation, asused in the UNFCCC context, means actionsto prevent land
use activities that cause the conversion of forested lands into other uses, or
the depletion of carbon stocksin ecosystems. Conservation isnot only pertinent
to countries with high rates of deforestation, but it is also important for
countries with high forest cover and low deforestation rates.

Conservation can be achieved through the following measures:
e Establishing and managing protected areas and connectivity corridors

¢ Recognizing and supporting conservation actions by forest dependent
communitiesincluding indigenous peopl es and community-conserved
areas

e Land stewardship agreements and conservation easements

e Payments for provision of the ecosystem services generated by
protected ecosystems, including water supply and the provision of
wildlife habitat, among others.

The debate on REDD+ is still ongoing in the climate change negotiations.
The objectives and scope are yet to be defined for REDD+ in COP 15, asthe
intersessional meetingswere not successful in doing so. Whether the proposed
mechanism will have abroad mandate to include LULUCF or AFOLU istill
being negotiated.

Conservation is being recognized by the REDD+ mechanism, but it should
further provide adequate scope and impetus for the effectiveness of
conservation efforts; underpinning that it is a necessary component of the
relationship between biodiversity and climate change mitigation.

The attention of policy-makers and the public has now been attracted by the
possibility of significant international transfers of funds under a post-Kyoto
agreement to finance REDD+. Thisis one mgjor attraction. The funds could
come through either a specific fund-based mechanism under the UNFCCC
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under the authority and guidance of COP, or aflexible mechanism combining
afund-basedand market-based approach devel oped through experiences and
lessons learnt. The market could be a so-called “sustaining financing
mechanism” in the long run. This ongoing debate asks policy-makers to
carefully weigh the costs and benefits of having a national-level REDD+
program or a sub-national, project-based program. Policy makers also must
consider the impact on indigenous and local peoples and design ways for
community-based projects to benefit.

Estimates of the potential global value of REDD+ payments depend mainly
on the underlying assumptions. Assuming a conservative carbon value of $10
per ton of carbon dioxide (CO2e), estimates include a net present value of
$150 hillion (Chomitz et al. 2007) and annual revenue of $2.3-12 hillion
(Ebeling 2006; El Lakany et al. 2007). But with more positive assumptions
about the carbon price ($10-20/t CO2e) and deforestation reduction rates (20-
50 per cent), estimates for annual REDD revenues are at $7-23 hillion (El
Lakany et al. 2007). Hencethe REDD+ program could be asignificant source
of sustainable finance.

Forests provide a number of valuable goods and services to society. The fact
that they can act as a sink and source for atmospheric carbon dioxide puts
more weight to the fact that standing forests must be valued and conserved.
However, high returnsfrom alternative land uses,the lack of remuneration for
forest ecosystem services, land grabs, as well as poor public policies and
governance,presents a challenge for the protection of forest ecosystems and
provides incentives for deforestation.

Policy-makers must understand the drivers of deforestation and degradation
to formulate appropriate responses, and the general public must recognize
the dual role of forests in mitigation and adaptation. The government must
also play a supportive role in laying the groundwork for REDD+
implementation by addressing critical technical issues, such as the baseline
year, additionality, permanence and leakage.

The Stern Review (2006) on the economics of climate change noted that REDD
could be a cost-effective route to address climate change. The argument for
inclusion of forestsin afuture climate agreement is twofold: forests are the
largest source of emissions not included in the current Kyoto agreement, and
the costs of reducing forest-related emissions compare favorably with the
costs of reductions in other sectors.



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

1.3 REDD+ and Co-benefits: Awin-win scenario?

Yes, REDD+ could be awin-win.

REDD+ has been embraced by environmentalists, not only because of its
potential to reduce deforestation in the tropics but also because of its strong
biodiversity co benefits. However, a REDD+ system also bears the risk of
negative social consequences, particularly for indigenous people. Thissection
discusses the potential benefits and risks associated with REDD+.

Benefits

Risks

Climate benefits: Asnatural sinks, forestsreduce up to 20% of global
emissions; they strengthen adaptive capacity of the ecosystems and
aids adaptation.

Biodiversity benefits: Could prevent theloss of habitat and strengthen
biodiversity conservation outcomes.

Social benefits: Can support traditional livelihoodsand cultural values
associated with forests; and build capacity for sustainable forest
management.

Livelihood benefits: Carbon revenues can substantially reduce the
poverty incidence; Complementary activities like NTFP collection,
sustainable timber harvesting, and eco-tourism could be carried out.

Miscellaneous ecosystem services benefits: Rainfall regulation, water
quality and regulation, soil conservation, reduced diseaserisk, reduced
fire risk, maintenance of pollinator populations.

Social risks

Loss of control of forests to governments

Risk of elite capture of benefits

Evictions/expropriations

Unegual/abusive contracts

Reduced access to land for cultivation

Increase in food and other commodity prices

Corruption, lack of accountability and transparency

Potential social conflicts due to rearrangement of power and wealth
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Environmental Risks

Forests are only valued for their carbon stock value

International leakage may occur if not all countries participate in
REDD

Negotiators should remain cognizant of these associated risks and benefits,
while designing the REDD+ mechanism.Maximizing benefits and reducing
riskscould be achieved through:

Including forest-dependent peoplein the design process of aREDD+
mechanism;

Developing a stringent mechanism to include safeguards;
Respecting customary and traditional tenure and use rights;

Requiring free, prior, and informed consent from local and indigenous
communities;

Including ‘ pro-poor’ provisions;
Developing a market for REDD+ projects with exceptional social
benefits
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Figure 1.1 What is Favorable for REDD?
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1.4 Recommendations for successful REDD+ implementation

Information dissemination at both the national and local levelsis crucial for
generating interest and participation in the REDD+ design process. As Nepal
doesnot have many of the requirements of immediate REDD+ implementation,
upfront financing must be made available. The World Bank has already taken
astep forward in this regard through its FCPF program. Technical assistance
is needed to gain an understanding of forest-related emissions in Nepal. By
strengthening national and local institutions, Nepal will be in a stronger
position to implement REDD. However, as this and other chapters argue,
there are some institutional gaps that need to be addressed.

Nepal is one of the least developed countries (LDCs) and people depend on
forests for a wide range of goods and services. Therefore, any REDD+
mechanism must be pro-poor. Furthermore, tenure and access rights need to
beclarified so that potential conflictsare prevented. Broad-based participation
in the design and implementation of REDD+ is needed to protect the rights of
the people and for their overall support. This can be strengthened through a
transparent and accountabl e processthat regards equity asafundamental pillar.
Asthe REDD+ mechanismisstill under negotiations, only pilot projects have
been operating. Sincewedo not have compl eteinformation ontheimplications
of providing incentivesto reduce forest related emissions, we must maintain
ahigh degree of flexibility inthe REDD+ architecture. Thisflexibility can be
maintai ned by periodically reviewing the mechanism and itsimpactsand using
broad definitions for land-use types so that unanticipated areas can be
incorporated if thereis a need.

1.5 Conclusions

A REDD+ agreement will have ecosystem impacts with broad implications.
Significant co-benefits can be achieved if proper safeguards are kept in place.
Hence, REDD+ can play astrong rolein not just mitigation, but alsoin adaptation,
by increasing the resilience of ecosystems. As REDD+ is a new concept whose
architectureisstill being devel oped, new policiesneed to beintroduced whileold
ones must be updated and brought in line with the new mechanism.. The
government can play amajor rolein guiding theimplementation and operation of
aREDD+ mechanism. An effective, efficient and transparent governance structure
should be created to ensure maximum benefits. This governance structure must
be able to address the associated risks while ensuring that it is still an efficient
mechanism for reducing carbon dioxide emissions.



Chapter 2

A Quick Review of Potential Benefits and
Costs of REDD in Nepal

- Resham B. Dangi?and Krishna P. Acharya®

Abstract

The contribution of forests in removing carbon from the atmosphere and
holding it in forest biomass is referred to as mitigation, while enhancing the
resilience of people and ecosystemsisreferred to asadaptation. Thisindicates
that forests are not just collections of carbon sticks. REDD (Reducing
Emissions from Deforestation and Forest Degradation) has emerged as an
incentive mechanismfor devel oping countriesto invest in forest management
activities to abate emissions. The various costs involved may not allow all
foreststo be economically viable for REDD. This chapter attemptsto assess
the scope of REDD in Nepal based on the prevailing carbon stocks and the
potential costs involved in the future.

2.1 Overview of forest carbon stocks

Reduced Emissions from Deforestation and Degradation of forests (REDD)
is an emerging market-based approach under the United Nations Framework
Convention on Climate Change (UNFCCC). It is estimated that the forestry
sector isresponsiblefor 17.4 percent of global GHG emission (Nabuurset al.
2007). An oft-quoted estimated figure of emissionsfrom deforestation globally
in the 1990s is about 5.8 GtCO, per year (TERI 2008). The ongoing
deforestation and forest degradation in the tropics has made a substantial
contribution to increasesin GHG emissions from terrestrial ecosystems. By
curbing thistrend, we could substantially reduce future atmospheric level s of
carbon dioxide.

2 Ministry of Forests and Soil Conservation, Nepal.
Email: rbdangi @mofsc-redd.gov.np

3 Ministry of Forests and Soil Conservation, Nepal.
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REDD can be an effective incentive for developing countries to invest in
forest management activities to enhance the carbon sequestration potential of
natural forests. Additional carbon sequestered in forests through specific
management interventions can be sold in the carbon markets. Therefore,
effective measures to reduce the current rate of deforestation and degradation
are prerequisites to participation in a globa carbon market. Since carbon
creditsareissued on the basis of carbon captured, thisprocessbearsnorisk to
the production potential of the forest or its health. Realizing this advantage,
many devel oping countries have been involved in the REDD readiness process
through different funding mechanisms. Nepal isone of the countries supported
by the Forest Carbon Partnership Forestry (FCPF) program of the World Bank
to enhance its readiness to participate in REDD.

Nepal is broadly divided into five physiographic regions. These include the
low-lying Sub-tropical Terai (including the Siwalik hills), the middie
mountains, high mountains, and the snow covered high Himalayas (LRMP
1986). The major land-use categoriesinclude forests, agriculture, grasslands
and others. Theareaoccupied by forested land (FAO 2002) is about 29 percent
of thetotal national territory (DFRS 1999). The forest conditions, vegetation
types, and production potential of forests are very heterogeneous both across
and within the physiographic regions. Forests can be sub-divided into four
broad categories based on the global ecological zones of the IPCC
Guidelines(2006).

Theaverage growing stock of Nepal variesfrom 81to 172 m® Ha' (Amatyaet
al. 2002) and the average biomass growth is estimated to range from 0.59 to
2.34 MT d.m. per ha per year (WECS 2001). The average carbon in
aboveground biomass is estimated to be around 76 metric tons per ha for
Teral forests, 37 metric tons per hafor the Middle Mountains, and 57 metric
tons per haasthe national average (Oli and Shrestha 2009). Sincethisestimate
excludes soil carbon, the estimated total forest carbon stock needs to be
properly adjusted. The default values given in the IPCC guidelines indicate
that the highest biomass stock isintropical rainforests (300 metric tons d.m.
per ha) and the lowest in Boreal woodlots (15 metric tons d.m. per ha).
Comparing these global values of biomass stock to the national average is
important to understand the scope of REDD in Nepal.

A recent pilot study done in western Terai has estimated the average forest

carbon stock to be around 231 metric tons per ha. The carbon stocksin trees
above ground, below ground and in soil organic carbon (SOC) have been
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estimated to be about 68, 18, and 143 metric tons per ha,respectively (Gurung
2009). Thisclearly indicatesthat the share of SOC isamost 60 percent of the
total forest carbon stock. Thisdataisin linewith other pilot study resultslike
the WRI(1994) quoted in MoPE;the 2004 estimate of carbon stocks in the
Annapurna Conservation area ofabout 77 tons per ha;and the 52.5 and 66.25
metric tonsper hafor above ground biomass quoted by Baskotaet al. (2006)and
Rana(2006), respectively, in the community managed hill forests of Nepal.

Since Nepal has not yet devel oped anational emissions reference scenario or
baseline for forest carbon stocks, the available data from pilot study reports
have been taken as the source of basic information for a quick assessment of
REDD's scope in Nepal. There is no doubt that all forests do have some
potentialto sequester carbon from the atmosphere, but the sequestration
capacity variesaccording to vegetation type and spatial location. Forestshaving
either low carbon uptake capacity or high opportunity costs may not be
economically viable for REDD. Therefore, this chapterattempts to critically
review the potential benefits and costs of different forest types and concludes
with policy recommendations for developing a national REDD strategy in
Nepal.

2.2 Potential benefits of REDD

Carbon sequestration for climate change mitigation offers one example of a
positiveglobal externality (Kant and Berry 2005).Forests can fix and maintain
carbon (mitigation) and contribute to enhancing the resilience of people and
ecosystems (adaptation). In the last three decades, the world hasrealized that
the“treesare not forests and forests are much morethan trees’ (Kant 2004).If
weareto consider the potential risksof climate changein devel oping countries,
wemust also realize that aforest isnot only abundle of trees or carbon sticks;
it is also one of the most cost-effective adaptation measures for forest-
dependent rural communities.

Like many other developing countries, Nepal alocates a large share of her
public fundsto agricultural development and other social development sectors
like health, education, and law enforcement. Adequate funds are not available
for forestry development. Developing countries are under a high threat of
deforestation and forest degradation, because of this underinvestment in
forests. To reduce thesethreats, devel oping countries need to assess aternative
funding sources. REDD could be a potential aternative source of revenue as
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long as carbon accounting and monitoring processes are affordable and
feasible.

Additional carbon sequestered in forests due to reductions in deforestation
and forest degradation can be estimated with the help of remote sensing and
Gl Stechniques. However, such estimation is complex for forest degradation
due to two important reasons. lack of a common definition as to what
degradation entails; and methodol ogical i ssuesconcerning its monitoring and
measurement.

Though REDD has only recently emerged as a new climate change policy
option, it also enhances the potentia of forests to deliver multiple benefits
including, but not limited to, biodiversity conservation, improved resilience
of ecosystems, environmental services, livelihood improvements, and good
governance.Better management of forestswill also contribute to reducing the
risk of natural disastersandthe loss of life and physical property from forest
fires. Therefore, the success of REDD will depend on the effectiveness of
forest management interventions in curbing the current rate of deforestation
and forest degradation.

It isaso evident that the sustainable management of forests (SMF) could be
instrumental in reducing carbon emissions, enhancing carbon sequestration,
and increasing the supply of forest biomass.Since awell-managed forest helps
to reduce soil erosion, improve watershed conditions, increase fresh water
supply, and enhance the potential for provision of other essential ecosystem
services, forests are vital safety nets for climate change adaptation. These
functions illustrate that adaptation and mitigation are not only interlinked,
but also mutually supportive. This indicates that REDD could be an option
that is an additional bonus to SMF. However, it is difficult to estimated the
benefits of REDD until the COP 15 decisions are unveiled in late December
2009.

2.3 Various costs associated with REDD

There are various types of costs described in the economics literature: three
categories by Alexander et al. (2008) and Pagiola et al. (2009); and five
categoriesby Boucher (2008). In thischapter, costs have been discussed under
four categories based on their relevance to carbon emissions reductions and
carbon removal enhancement.
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Opportunity Costs: Thisincludesthe foregone profitsfrom replacing a
forest production system by alternative land-use practices. In our case,
the foregone revenue includes the potential of receiving revenue from
other best alternative land-use practicesincluding agriculture, settlements
and animal husbandry. It isagenera practice to compare the net present
value (NPV) of two competing land uses, such as agriculture vs. forestry
production, over a duration of 30-40 years. The net opportunity cost is
estimated by subtracting the NPV of forestsfrom the NPV of agriculture.
Since carbon stocks are held in the forest biomass, the opportunity cost
isdivided by the quantity of carbon stocks. Thevalue thus obtained gives
the estimated payments required per tons of carbon sequestered in the
forests to compensate for the opportunity cost of maintaining the forests
instead of choosing the dternative land use systems. These costscomprise
the largest portion of REDD-related costs.

Implementation costs: These include costs involved in planning, land
management, and forest management. The government also needs to
prepare a REDD strategy and an institutional setup to promote readiness
for REDD implementation. All expenses related to readiness and
implementation are included under this expenditure. These costs make
direct contributionsin reducing emissions or enhancing removal of carbon
from the atmosphere.

Transaction Costs. This includes all costs involved in brokerage,
verification, certification, insurance and reserves. Countries with large
contiguous forests can supply large quantities of carbon to the market.
Transaction costswill increaseif forestsare small, fragmented, and located
in areaswith difficult topography. Poor negotiation skillswill alsoincrease
this cost. This expenditure does not directly contribute to carbon
sequestration by theforests.Buyerswill be moreinterested in big suppliers
for two basi c reasons—assurance and reasonable carbon price.

Administrative Costs: This includes expenses for regulatory actions,
forest patrolling, controlling leakage, and documentation. These costs
directly contribute to emissions reductions and atmospheric carbon
dioxide removal. Thiscost increasesif property rights over forests and
governance are poor.

13
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2.4 Factors influencing the costs

Carbon sequestration costsare sensitive to changes in the following factors:

@)

(b)

(©

(d)

()

(f)

Forest management regime: Intensive forest management requires a
high level of investment. The implementation and administrative cost
structure changes along with the intensity of management interventions.
These costs are relatively low in community-managed forests compared
to government-managed forests because of the high level of involvement
of local people in community managed forests.

Incidence of forestproduct harvesting: Short and repeated harvesting
increases the cost of carbon sequestration. Forests located near villages
are repeatedly used by local users to satisfy their needs. Consequently,
forests located in difficult terrain, protected areas, and far from the
settlements have limited or specific product harvesting and have low
administrative costs as a result.

Forest types. The rate of carbon sequestration is high for fast-growing
tree species. The carbon sequestration cost will be lower in these species
compared to slow-growing tree species. Therefore, lowland forests can
sequester more carbon on average than the high mountain forests in a
giventime period. Asthelowland forests have fast-growing tree species,
the average cost of carbon sequestration is less than in higher altitude
areas.

Changeinrelativepricesofforest products: If the market price of wood
products suddenly increases, then the expected revenue from the sale of
wood products can surpass the expected revenue from carbon trading. In
this situation, the opportunity cost of carbon sequestration will go up.

Changeintherelative pricesofagricultural commodities: If thereisa
sudden price hike in agricultural products, then the expected revenue
from the agriculture land use will exceed the revenue from forest land
use. Hence, the opportunity cost and the administrative costs of REDD
will substantially increase.

Discount rate: Anincreasein thediscount ratewill increase the marginal
cost of carbon sequestration.
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2.5 Discussion

As Simula (2009) suggests,a program to reduce the impacts of deforestation
and degradation on climate change would depend on accurate and precise
estimates of emissions resulting from land-use changes and how these
emissions change over time. Carbon credit buyers will expect the use of a
robust methodology of carbon accounting and monitoring. Developing
countries like Nepal, where the national forest inventory data and technical
capacity are poor, and periodic accounting of changesin forest cover, biomass
stocks, carbon emissions and carbon removals are limited, would require a
substantial amount of investment. The current annual budget available to the
forestry sector is inadequate to carry out these tasks.

Thereisahigh level of deforestation in the lowland forests of the Terai and
thelnner Terai, dueto popul ation expansion and economic devel opment. Since
these forests contain high-value commercial tree species, illicit felling, timber
smuggling, and forest encroachment are common problems. The entireregion
is also well suited for agricultural production and is regarded as the food
basket of the nation.

Infrastructure development, especialy the construction of rural roads inside
the forests, has substantially increased the rent value of land. There is great
pressure on such landsto capture the additional land rent. Competition between
the two production systems—forestry and agriculture—will continue in
lowlands unless revenue from forest land use is sufficient enough to cover
the rent made by the agricultural land-use system. If the current trend is not
averted, forest degradation will continue due to the high rate of forest
encroachment, forest fragmentation, and exploitation of the forest for wood
products.If theseforests are not properly managed, the potential of the forests
to produce valuable timber will fall off in the future and there is great risk of
converting these forestsinto their best alternative land uses. Thismay happen
due to the trade-off between high opportunity costsof maintaining forestsvis-
a-vis the high valueof land for agriculture, especialy in light of Nepal's
persistent food security problem.

Figure 2.1 can be used to support the above-mentioned interpretation. It is
obviousfromthefigurethat the various costswill have asubstantial impacton
profit margins from REDD. Since thisfigureis ageneral framework, amore
specific one can be devel oped for different forest typesbased on physiographic
regions, topography, road access, the extent of forests, stand structure, and
forest health.
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Aswe have argued earlier, degraded forest patchesin the lowlands are under
high risk of conversion into other land-use systems. Therefore, these forests
need immediate restoration and rehabilitation activities. For this, asubstantial
amount of the public budget will be required in the futureif these forests are
to be managed under REDD. Asillustrated in Figure 2.1, most of the lowland
fragmented forests are represent by the arealeft of point C where profit from
REDD will be just enough to cover the cost. Beyond point D thereis no rent
available from carbon trading. Hence, maintaining forests for REDD beyond
thispoint isnot profitable. However, big contiguousforest blocks of lowlands
are represented by the areato the left of point B. These forests have potential
for both REDD and for commercial purposes asthey can produce high profit
margins.
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Figure 2.1 Implementation of various costs in REDD implementation in different forest
types of Nepal(Source: Lobowski 2008).

Due to their difficult physiographic conditions, mountain forests are
unreachable and are characterized by slow-growing tree species. Forests
located on steeply sloped mountainsare difficult to access and are not suitable
for growing agricultural crops. The remotenessand low human pressures have
allowed forest blocksto remain intact in the mountains. Theseforestsareless
vulnerable to deforestation due to their limited alternative uses. Since these
forestsare occupied by endemic floraand faunaspecies, they are alsoimportant
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for biodiversity conservation. As aresult of the limited land use options, the
opportunity cost of REDD in the mountain region is low. However, carbon
accounting and monitoring costs are high in theseforests. In our abovefigure,
these forests are represented by the area close to point B.

Middle hill forests are under heavy pressure tosatisfy local demand for forest
products. Almost 70 percent of theforestsin the mid-hillsare under community
forests (CF). Almost 20 percent of the CFs are smaller than 10 ha; 50 percent
of the CFs are smaller than 50 ha; and almost 90 percent of the CFs are less
than 200 hain size. This clearly indicates that the transaction costsof REDD
would be substantially high dueto the many small CF units. Theadministrative
and implementation costs, however, will belower thanin government-managed
forests.

Furthermore, the opportunity costswould belower than that of lowland forests
for two vital reasons. First, fertile forested lands have already been converted
toagriculturelandsand residual forest areas are not appropriate for commercial
farming. Second, local users are involved in managing accessible forests for
local use. REDD implementation in theseforestsis possible, but the available
rent will be low due to high transaction costs. These forests are represented
by the area between point B and C in Figure 5.1. Therefore, implementation
of REDD on asmall-scale could bear the potential risk of shifting the pressure
for meeting local demands of forest products to the nearby forests,resulting
in leakage.

As shown in Figure 2.1, forests representing the area between A and B will
produce the maximum rent. This area includes forests from protected areas
(PAs) and intact forest blocks outside the PAsin lowlands and PAs and intact
forest blocks in the high mountains. Since PAs are not considered additional,
these forests will only qualify for REDD if the COP-15 negotiations endorse
the forest conservation through REDD+.

Nepal has made policy submissions in favor of a nested REDD approach.
Initial learning from elsewhere indicates that the national approach will
generate credits at low costs but equity issues might emerge due to weak
governance. It is argued that a sub-national approach would be effective in
caseswhere governanceisweak, but transaction cost per unit of carbon credit
will go up. Asaresult, amarket-based REDD approach will offer |essbenefits
to CFs. CFs could benefit more from a voluntary market under fair trade
conditions. Using the voluntary market, however, still does not eliminate the
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risk of elite capture among and across CFs due the differencesin the level of
knowledge, skills, capacity and governance.

From the above discussion, we can conclude that effective implementation of
REDD will demand arobust carbon estimation and monitoring methodol ogy.
There is a need for up-front initial investments in national forest inventory
and capacity building. If Nepal iscommitted to adopt tier 3 (earlier submission
to SBSTA) for measurement, reporting and verification (MRV), a substantial
amount of funds will be needed. If we critically assess the expected benefits
from REDD, tier 2looks more appropriate for Nepal.

2.6 Conclusion

The majority of Nepal’s population lives in rural areas and uses bio-fuel as
the major source of household energy. By changing the current consumption
patterns to more sustainable options, not only would we reduce the pressure
on forests for fuelwood, but we would also reduce carbon dioxide emissions
to the atmosphere. Countrieslike Nepal that depend primarily on forest-based
energy sources need to enhance the productivity of the forestsfor sustainable
supply of bio-energy. Appropriate silviculturalpractices must be adopted to
enhance the growth of forests. Sustainable management of forests is aso
important to sustain the agricultural production system in Nepal. The low
alocation of public funds tothe forestry sector has made the implementation
of SFM projects difficult. The REDD mechanism has emerged as an
opportunity to contribute to the integrated forest devel opment of Nepal.

Poverty alleviation is one of the prime concerns. Resilience of vulnerable
people and ecosystems should be improved to reduce the risks associated
with climate change. Low carbon development (L CD) could be an alternative
option to benefit local communities through creating more jobs in the green
sectors and adopting climate-friendly and more efficient technologies. This
can only beimplemented through a set of national policieson carbon emissions
and regulations on carbon intensive products.

In recent years, it has been observed that poor people living in rural areas
have become very vulnerable to natural disasters. Thisis particularly so in
thewestern region of the country where theincidence of both natural disasters
and poverty are high. Because of these natural disasters, people are more
dependent on forestsfor their survival. Our focus should be on improving the
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productivity of forests and maintaining the resilience capacity of local
ecosystems. The adoption of SMF will enhance both mitigation and adaptation
efforts.

Though al forests have the potential to sequester carbon, the sequestration
rates are different for different types of forests. The potentiality of foreststo
hold carbon is determined by the harvesting cycle and the removal scale.
Forests managed for the supply of consumptive goods have frequent removal
of forest biomass, thereby causing the amount of additional carbon sequestered
over atime interval to be lower than that of forest with limited access for
short harvesting periods.

Forests located in the high mountains have low potential leakage rates. This
makes these forests attractive for REDD projects provided that transaction
costs (MRV and brokerage) are low. Most of the accessibleforestsin the mid-
hillsare managed by communities. Theseforestsare also suitablefor REDD,as
long as users form a group to deal with buyersin the voluntary market. The
large tracts of intact forests in the lowlands are aso suitable for REDD, but
they require intensive management. The fragmented forests along the
agricultural and settlement frontiers have high opportunity costs and are thus
not efficient for REDD.This chapter has shown that there are many costs
associated with REDD and it is advised to assess the REDD potential of
different forests before devel oping a baseline and national system for Nepal.
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Chapter 3

Implications for community forest policy
under the proposed REDD policy

- Bhaskar S. Karky*, Margaret Skutsch® and Kamal Banskota®

Abstract

Biological sequestration of CO, by community forests assists in reducing
atmospheric CO,. Nepal has been successful inimplementing community forest
management (CFM) in the Himalayan region. This has|ed the government to
try to link community forestry with the emerging global carbon policy for the
post-2012 period. To this end, Nepal is trying to prepare for a Reduced
Emission from Deforestation and Degradation (REDD) policy with support
fromthe World Bank's Forest Carbon Partnership Facility. However, adding
value to existing CFM by managing carbon requires new national policies.
The ownership of carbon from community forestsis still unclear. There must
be a single desk in the country that coordinates all carbon credits to reduce
potential conflict among gover nment ministries. Wth the country adopting a
federalist structure, the existing rights of the forest user groups must be
maintained. At theinternational level, REDD policy must bewritten so that it
allows CFM to be included in national carbon trading regimes. In practice
this means that REDD policy must award credits not just for reduced
deforestation and reduced forest degradation, but al so for forest enhancement.
The proposed REDD policy must also devise a suitable baseline methodol ogy
that capturesforest degradation and the diversity of forest conditionsin Nepal .

3.1 Introduction

At the Conference of Parties to the UNFCCC to be held in Copenhagen in
December 2009, a new treaty to mitigate climate change will be adopted to

4 Economic Analysis Division, International Centre for Integrated Mountain
Development, PO Box 3226, Kathmandu, Nepal, E-mail: bkarky @icimod.org

5 University of Twente, P O Box 217, Enschede AE 7500, The Netherlands
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replace the Kyoto Protocol after it expiresin December 2012. As agreed in
the Bali Action Plan’s Decision 2/CP13, the international community is now
engaged in adebate to formulate anew framework for inclusion of theforestry
sector, so that it may play a more profound role than it has under the Kyoto
Protocol. There is a strong move now to find ways to reduce CO, emissions
from terrestrial ecosystems by reducing deforestation and forest degradation
rates in the tropics. This falls under a new proposed policy called Reduced
Emission from Deforestation and Forest Degradation (REDD) in developing
countries (Gullisom et al.2007: 985-986).

While discussions continue at the international level, theimplications of this
policy for people whose livelihoods are dependent on forest resources needs
to be carefully considered. Many local communities in developing countries
depend on forests for both subsistence and commercial productsthat directly
support their livelihoods, and their activities may be threatened if national
governments choose to protect forests for carbon credits by fencing them off
and prohibiting access by local people. These communities have been engaged
in managing and conserving forest resourcesto meet their subsistence needs.
They will be affected by REDD if their national governments decide to
participate in this policy. If carbon credits or other forms of payment are
issued, questions will arise as to whether, and how, their past, present and
future efforts to reduce deforestation and degradation will be rewarded.

Community forest management (CFM) could be a cost-effective way of
reducing emissions under REDD (Skutsch et al. 2007). However, making
such a mechanism work for the benefit of both the credit buyer (from the
industrialised world) and community groups (from devel oping countries), who
might be among the possible sellers, is a challenging task. In subsistence
economies, community-managed foreststypically provide anumber of tangible
benefits for communities. Policies such as REDD need to safeguard local
community rightsand interestsin thisregard. If they areignored, communities
may not be willing to participate in such international programmes, or they
may end up losing out if the national governments decides to participate in
REDD.

This paper focuses on the case of Nepal, which has had along and relatively
successful history of community forest management. It highlights the role
that Nepal’s CFM playsin climate stabilization, presenting dataon how much
carbon is saved by activities of the forest management groups (CFUGSs), and
analysespoliciesrelated to community forest and carbon trading. The objective
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of the paper isto identify anumber of potential difficultiesthat could emerge
if CFM isto be rewarded for carbon under the REDD poalicy.

3.2 Policy on Reduced Emission from Deforestation and
Degradation (REDD)

TheREDD policy wasoriginally conceived asaninstrument to reward average
reductionsin rates of deforestation at national level (Santilli et al. 2005), but
has devel oped into a broader mechanism that may also include curbing forest
degradation and forest management activities of varioustypeswhich resultin
enhanced forest stocks. In the discussionsregarding formul ation of the policy,
the need for asocia welfare dimension and respect for therights of indigenous
peoples has been recognized.  Although the associated rewards system for
carbon has not yet been fully worked out, there is a strong move towards a
market-based system in which Certified Emission Reduction Credits (CERS)
will be traded, in a similar way to credits under the Clean Development
M echanism of the Kyoto Protocol. Assome countries have also been arguing
for afund based mechanism, itispossiblethat ahybrid system will be devised.
Whether and how CFM will be recognized under REDD is not known at this
stage. This probably will not be an issue that is decided by international
partiesto the UNFCCC but at the national level. Nevertheless, it isimportant
that the potential role of CFM isfully recognized at UNFCCC level, and that
theinternational policy iswritteninamanner that isconducivetoitsinclusion.

The World Bank is aready providing support for REDD through the Forest
Carbon Partnership Facility (FCPF) with atarget funding of US$ 300 million
to jump start REDD policy in developing countries. The fund provides grant
support to prepareinstitutionsand to build capacity for REDD related projects
like establishing emission reference levels and monitoring systems and for
adopting strategies to reduce deforestation. The FCPF may be regarded as a
precursor and astimulusto REDD in the sameway that Activities | mplemented
Jointly (A1J) operated prior to thefirst commitment period on an experimental
phase before the Clean Development Mechanism was fully introduced.

Nepal participated in FCPF s call for submission of a Readiness- Project |dea
Note (R-PIN) in early 2008. Largely based on Nepal’sexperience with CFM,
the R-PIN was selected by the World Bank in July 2008 along with R-PINs
from 13 other tropical countries. Thus, Nepal may be able to implement a
prototype of REDD in the short term if its gets selected to participate in the
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Carbon Finance M echanism of the FCPF. If it does, it could be an opportunity
for Nepal to gain experience and build capacity to operationalise a national
REDD programme, involving community forest usersin thisexperiment. The
experience from FCPF may be valuablefor the development of REDD policy
under UNFCCC, and the case of Nepal will be useful for demonstrating the
value of CFM in thisregard and for illuminating any policy issues that may
beinvolved.

3.3 Community forestry policy in Nepal

Although communities have managed forestsin Nepal for aslong asthe area
has been inhabited, CFM as a programme came into being in the 1980s asthe
government recognized that thiswasthe best way to halt rampant degradation
and deforestation. This process was shaped by the democratization process
of the last thirty yearsin Nepali politics, and donor funding has stimulated a
process of devolution in the forestry sector. For this reason, “the power to
enact legidlation, write manuals and shape the practice of forest management
on the ground is more diffuse and less concentrated in Nepal’'s forest
administration....” (Blaikie and Springate-Baginski 2007:8).

Nepal isin fact aleading country in institutionalizing the concept of CFM in
national forest policy, with about 35% of the total population of the country
managing around 1.1 m ha or 25% of the national forest (Kanel 2004). This
decentralized policy isbased on grassroots-level forest management institutions
called Community Forest User Groups (CFUGS), which are the hallmark of
Nepal’s community forestry policy. These CFUGs have joined together to
formthe National Federation of Forest UsersNepal (FECOFUN). FECOFUN
advocates for community forestry user grouprights, locally, nationally,
regionally and internationally, and is an autonomous, non-partisan, socialy
inclusive, non-profit organization, as well as Nepal’s largest civil society
organization with more than 14,000 CFUGs as members (FECOFUN 2008).

However, despite the success of CFM in the Nepal, at the national level,
deforestation and forest degradation continue. Based on the FAO Country
Report (2005: 10) data, Nepal has an annual deforestation rate of -1.63%
from 1990 to 2005 which ishigher than for most other countries. Between the
same period, shrubland also increased by 4.05% annually, indicating a
conversion of forested land into degraded forests. This clearly callsfor CFM
to expand into areasthat are being degraded and REDD may have an important
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roleto play in thisregard. However, to date, the carbon impacts of CFM have
not been measured. In aresearch project carried out in three sites, the growth
of forest biomass under community management was monitored over aperiod
of four years. The results of this study are presented bel ow.

3.4 Carbon impacts of community forest management

The measurements at the three sites show that, from a climate change
perspective, community forestry results in avoided deforestation, avoided
forest degradation and enhanced biomass growth. Using IPCC (2003)
methodology, field survey data on biomass change over four years at three
different sites in the mid- and high hills of the Himalayan region (Table 3.1)
shows that the mean carbon pool size of a community managed forest
(excluding litter and herbs, shrubs) is504.31 tCO, per haincluding soil organic
carbon (SOC) up to 1m depth. Before being brought under CFM, these forests
were losing biomass. The forest is now maintained by CFUGs by deploying
strict protective measures, mostly in the form of restricting the rate of
harvesting of firewood and fodder to sustainablelevels. In addition to halting
deforestation and degradation, these management strategiesresult inincreased
growth of biomass. The annual mean increment rate for carbon sequestration
was found to be 7.04 tCO, per hectare per year excluding SOC.

Table 3.1 Average CO, pool size and yearly incremental growth rate in 3 community
managed forests in Nepal over a three-year period.

Biomass Mean Ca‘rbon Mean Annual
Category Carbon Pools Pool Size Increment
(tCO; per ha) (tCO, per ha)
Above Tree Biomass 157.89 6.23
Ground
Herbs, Shrubs, NA NA
Grass
Litter NA NA
Below Tree Biomass 19.73 0.81
Ground (root system)
Soil Organic 326.7 NA
Carbon
(to 1 m)
Total 504.31 7.04

Source: Karky 2008
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These figures provide an indication that CFM is an effective instrument in
both reducing emissions and increasing carbon sinksin Nepal. The questions
that arise from these findings are as follows:

e  Should communitieswhoseforest management effortsresult in annual
increases in carbon stocks be rewarded for this?

e Would paymentsto communitiesfor carbon-stock increasesencourage
these communities to manage their forests even more carefully to
increase the stocks even more, and would it encourage more
communities to participate in CFM?

To answer these questions it is first necessary to address some policy issues
related to community forestry in general.

3.5 National-level policy issues
Overlapping rights over forest products at national level

Ownership of forest carbon is not clear. The Forest Act 1993 isamajor legal
instrument that devolved responsibility for forest management to the local
level. The Forest Act 1993 acknowledged the CFUGs for the first time and
gave them usufruct rights, while the state maintained the ownership of forest
land. A further improvement was made to this act by the Forest Regulation
1995 which stated that CFUGs could have their own wood-based industry
oncethey crossed the sustained-yield threshold. This permitsthem to sell any
surplus. The Forest Act 1993 guarantees non-interference from the government
forest office in the operation of the CFUG and in the management of the
community forest aslong as the CFUG complies with the Forest Act and the
Regulation and follows the CFUG’s Operational Plan (Bhatia 1999: 12).
However, in the Forest Act, there are some grey areas where the rights over
forest products overlap with other Acts as shown in Table 9.2. With the new
prospect of carbon trading, rights and ownership are even more ambiguous.
In the prevailing forestry practice, and as guaranteed by the Forest Act 1993,
CFUGshave usufruct rightsover forest resources aswell astheresponsibility
for forest management and conservation, through the District Forest Office.
However, as shown in Table 2, there are areas where this contradicts with
other Acts, which could result in disputed ownership if carbon trading is
introduced.
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Table 3.2 Overlapping rights regarding forest products in Nepal
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" Group DDC Nepal Nepal
. User
Natural heritage Group
Gov’t of Gov’t of
Nepal: i
MOE Nepal:
Carbon credits MOFSC
(UNFC
(REDD
CC o cen)
DNA)

Source: Belbase and Regmi 2002

The lowest administrative unit in Nepal is called the Village Development
Committee (VDC). Above it isthe District Development Committee (DDC)
as the apex of local government; there are 75 DDCs in the country.
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The Local Self Governance Act (LSGA) 1998 under Section 58(d) and (€)
givesthe VDC the right to sell forest resources to generate income from the
VDC area. The LSGA 1998 in Section 68 1(c) and (d) further stipulates that
natural heritage including forests and forest resourcesfalling withintheVDC
areaare the property of the VDC. Belbase and Regmi (2002:14) claim that “it
isunclear if community forests would also be considered as VDC property,
asthelegislation appearsto imply (by explicitly stipulating that the VDC has
full rights over theforest granted by the prevailing forest laws and government
of Nepal)”.

In the matter of ownership over mined products (e.g., material found in the
forest area such as quarried stone, sand, soil, and most other natural elements
with the exception of oil), the Forest Act 1993 gives ownership to CFUGS,
while the LSGA 1998 gives ownership to the VDC and DDC, and the Nepal
MinesAct 1966 gives ownership rightsto the government of Nepal. Similarly,
regarding water resources in the community forest area, the Water Resources
Act 1992 assigns ownership to the government of Nepal .

Carbon trading isinitsinfancy and thereisalack of clear policies governing
it. The Designated National Authority (DNA) of the UNFCCC isthe agency
that provides oversight to make sure that carbon trading projects meet the
sustainabl e devel opment requirement. This authority extendsto the coverage
areaof CDM and includes afforestation and reforestation projects. However,
under the World Bank’s Forest Carbon Partnership Facility (FCPF), forest
projectsfall under the Ministry of Forests and Soil Conservation. This shows
the need for inter ministerial coordination for institutional readinessto facilitate
forest carbon finance.

The ownership rights of CFUGs have not been delineated in either the DNA's
scope of work or the Ministry of Forests and Soil Conservation’s projects.
The Operational Plans of CFUGs have not yet included carbon management
in their programmes. This means that at the community level, the ownership
of carbon is not clear. It is not yet known whether and how the UNFCCC
REDD policy will recognize the ownership of forest carbon at local levels,
athough thiswill probably be regarded as a matter for national governments
to decide. How the government will recognize carbon ownership claimsfrom
community managed forestsistherefore akey issueto be negotiated internally
that can be guided through the future forest carbon finance mechanism.
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Overlapping rights over coordinating carbon trade

One of the mgjor obstaclesisthelack of an appropriateinstitution to coordinate
CFM and carbon trading. In order to coordinate with the CDM market, the
government of Nepal made the Ministry of Environment (MOE) responsibleto
function as the Designated National Authority to the UNFCCC in December
2005. All CDM projects and matters related to the global climate treaty are
coordinated by the DNA through the MOE. The DNA hasan 11-member steering
committee to ensure inter-sectoral coordination and to provide guidance on
CDM matters. There is one member from the Ministry of Forest and Soail
Conservation (MOFSC) represented in the steering committee of the DNA.

A fundamental problem with thisisthat the DNA in Nepa was formed with
the sole objective to coordinate CDM projectswith the UNFCCC. UNFCCC
REDD is however outside this mandate.

Furthermore, in Nepal CFM falls under the MOFSC while expertise on the
UNFCCC climatetreaty and GHG inventory liewith the MOE and the DNA.
Forestry related expertise and specifically CFM related data and regulations
are monitored by the Community Forest Department of the MOFSC. Only
the DNA officials attend the UNFCCC related SBSTA and COP meetings.
Consequently, when Nepal made two submissionson REDD tothe SBSTA in
February 2007 and March 2008 relating to Nepal’ s views on community forest
and climate policy, they were made by DNA through the MOE.

The UNFCCC foca point is MOEwhile the World Bank collaborates with
the MOFSC for the R-PIN. In future, when and if REDD dealswith national -
level baselinesand anational-level payment system, there could be conflicting
interests between the M OE and M OFSC over control and monitoring of carbon
trading in the forestry sector.

Federal structure

Nepal became the newest republic in the world by declaring itself a Federal
Democratic Republic in May 2008, and is now in the process of writing a
new constitution. Some argue that the new constitution will pave the way for
more decentralized policies giving more regional autonomy. Considering that
the proposed REDD policy will be implemented at national level, with
payments made centrally, attention needs to be given to how these will be
distributed among regions, given the differences in forest ecology between
different regions. It needs to be seen on what basis Nepal will be divided i.e.
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geographical, social and/or ethical factors and then how REDD resources
will be allocated between such federated states. The political ecology of
forest management under afederated structurewill influenceits compatibility
with REDD global carbon policies. FECOFUN hasalready voiced its concern
that when Nepal is divided into federated states, the existing CFUGs and
their rights should not be taken by the state governments. Establishing the
rights of the CFUGs and their political relationship with the state governments
is important in shaping the future of CFM, especially when there is value
addition in forest resources through carbon revenue.

3.6 International-level policy issues

At the global level, there are two main policy uncertainties that need to be
addressed if community forest management is to participate in REDD. The
two issues are related to methodology and uncertainty in carbon accounting
methods and baselines as discussed below.

Uncertain carbon accounting criteria

Under REDD, the way in which carbon is accounted will be a key criterion
that will determine whether community forest userswill be ableto participate
in REDD or not. The COP 13 decision on REDD (2/CP13) has explicitly
mentioned addressing emissions from deforestation and degradation, but it is
not yet clear if forest enhancement will also be rewarded.

CFM contributes to reducing emissions from activities taken to 1) avoid
deforestation, 2) avoid forest degradation (reduce removal of woody biomass)
and from 3) enhancement of biomass by implementing protective measures.
For Nepal, of these three, forest enhancement — increasing the stock and the
sink in managed forests— is the most important in terms of carbon preserved
in community managed forests.

If communitiesareto earn financial rewards, those from avoided deforestation
and avoided degradation would be small in comparison to those from enhanced
forest biomass. Furthermore, avoiding deforestation is easy to account for as
it can be measured in area terms. Forest biomass enhancement is accounted
by recording the incremental biomass based on the IPCC Good Practice
Guideline (IPCC 2003). But measuring degradation is more complicated as
forest degradation refersto unsustainable removal of woody biomassby local
communitiesfor meeting their sustenance needswithout decreasing the forest
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area. So, to claim what is saved by reducing degradation requires a special
carbon accounting method that considers historical harvesting rates and
compares these to harvesting rates under current management practices. The
UNFCCC has not yet come up with a definition for forest degradation, much
less with a methodology to measure it.

Uncertain baseline construction

In addition to theissue of appropriate carbon accounting methods, the question
of basglinesisuncertain under REDD. A national reference scenario (baseline)
has been proposed that could be operationalised within the country, with
smaller baselines at regional levelsthat add up to the national baseline. How
the baselines will be determined for deforestation and degradation and how
thesewill be combined are major concernsthat REDD policy needsto address.
What is clear is that credits will be allocated to each country solely on the
basis of its overall achievements, taking into account both gains and losses
compared to the national reference scenario.

Deforestation and forest degradation reference scenarios will have to be
established using two different methodol ogiesbecause of theinherent differences
intheseactivitiesandinthedatarequired and available. A deforestationreference
scenario can be based on remotely sensed imagery over ahistorical period that
shows changesin the area covered by forests, and using statistical (secondary)
data on carbon stock in different types of forests to caculate the change in
terms of tons of carbon. The reference scenario may be projected into the
future either by using very simple assumptions (linear continuation of past
patterns) or more sophigticated approaches (rel ating the past changesto particular
drivers, and using predictions of these driversto forecast forest areas likely to
belostinthefuture under * business-as-usual’ conditions). Thetechnical problems
involvedin establishing deforestation reference scenarios can be solved rel atively
easily, asthe methodology for accounting for deforestation can follow Chapter
3 of the IPCC Good Practice Guideline (IPCC 2003).

The forest degradation reference scenario, on the other hand, is much more
difficult to establish because most degradation cannot be detected from
remotely sensed imagery. Thereisno current or historical record of the spatial
pattern of forest degradation (which areas are being degraded and the amount
of biomass lost) because of lack of forest inventory datain most developing
countries. Furthermore, the Good Practice Guideline 2003 (IPCC 2003)
provides no clear recommendations for methodology for assessing and
quantifying forest degradation rates.
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3.7 Conclusion

Nepal has very high rates of deforestation and degradation denoting its
potential to qualify for REDD. The CFM sector has contributed to the
sustainable management of forests in about 1.1 m ha or around 25% of the
total national forest area. Without the CFM policy, deforestation and
degradation probably would have been much higher. So CFM policy could be
the entry point for REDD, contributing to the expansion of sustainable forest
management practicesin areas with high deforestation and degradation rates.
Fromthisanalysis, itisnow clear that there must be changes made at different
levelsto alow the mechanismsof the emerging climatetreaty to work together
with CFM. First, ownership of carbon from community managed forests must
be spelt out clearly in national legislation and these rules must not contradict
with other Acts. Carbon management and ownership must also beincludedin
each CFUG's Operational Plan. Secondly, there must be a single desk that
will coordinate creditsfor CDM AR, theWorld Bank’s R-PIN and the proposed
UNFCCC REDD programme, thereby eliminating conflicts of interest between
agencies. Thirdly, the existing rights of the community forestry sector should
be maintained and further strengthened in the new federal structure of the
country, asthisis necessary to create a conducive environment to implement
REDD within the country.

At the international policy level, REDD must be written in such a way that
CFM can beincluded at the national level. In practice, thismeansthat REDD
policy must award credits not just for reduced deforestation and reduced forest
degradation but also for forest enhancement. The proposed REDD policy
must also come up with a suitable baseline methodology that captures forest
degradation.

It istimeto analyze CFM in the broader context of the global climate treaty.
This paper comes at the right time as global leaders will meet this December
in Copenhagen to discuss aglobal climate treaty. At the national level, Nepal
isrestructuring its political and administrative system, and has to reconsider
how to manage CFM under a new federal structure. Thisisthe ideal timeto
highlight theissues of local forest usersin thewider context of climate change
and carbon trading so that global climate agreements can be designed so that
CFM with itsdemonstrated effectivenessin mitigation can be used by countries
under the emerging UNFCCC REDD poalicy.
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Chapter 4

Bringing Peoples’ Perspectives: Making
REDD Effective in Nepal

- Bhola Bhattarai”’

Abstract

Climate change has captured the public attention on an unprecedented scale.
While some of the specific impacts of climate change are still being questioned,
therole of humansin contributing to climate change has been fully recogni zed
in scientific, policy and public circles. Now the international community is
attempting to forge consensus on issues such as who should be responsible
for mitigating climate change, by how much, and who should pay for it. One
of the mitigation mechanisms being discussed is Reducing Emissions from
Deforestation and Forest Degradation (REDD), which proposesthat devel oped
countries be allowed to compensate developing countries for their forest
conservation and regeneration efforts, as a part of meeting their mitigation
obligations. Thischapter discussesthe sacial, economic and legal implications
of REDD for community forestry in Nepal and presents a vision for sharing
carbon payments at the national level.

4.1 Introduction

Climate changeisthe direct result of an increased atmospheric concentration
of greenhouse gases (GHGS). These GHGs are emitted from awide variety of
sourceslikefaossil fuel based transportation, industrial complexes, agricultural
land, and deforested and degraded land. Thefocusof thischapter ison reducing
emissions from deforestation and degradation.

Deforestation and forest degradation have been estimated to account for up
to 20% of total annual GHG emissions. Changes in forest cover and carbon
stocks have been particularly prominent in devel oping countries, and especialy

" Federation of Community Forest Users, Nepal
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inthe least developed countries (LDCs). Asthese countries continue to grow,
their deforestation and degradation rates have only increased. If these rates
are not checked, the contribution of deforestation and forest degradation to
GHG emissionswill continueto rise and will havefar reaching consequences
for livelihoods and ecosystem servicesin general.

A new mechanism called Reducing Emissions from Deforestation and Forest
Degradation (REDD) has now been incorporated into the climate change
negotiations agenda and is included under the mitigation section of the Bali
Action Plan. Recently, interest in the potential to use this mechanism to address
deforestation and forest degradation has been high. As has already been
mentioned, deforestation and forest degradation account for a substantial
portion of thetotal global emissions profile, so any overall mitigation strategy
that does not take this sector into account will not be complete. Furthermore,
REDD has the possibility of contributing substantial emissions mitigation
with low costs, and of promoting numerous co-benefitsrelated to biodiversity
and livelihoods.

The increasing pace of deforestation and forest degradation in developing
countriesis alarming. While this provides clear evidence of the need to take
immediate action to address these i ssues, we must al so understand that forests
are under extreme pressure to deliver resources. Forested land is constantly
being encroached upon and converted into agricultural land and other uses,
posing a serious challenge to its sustainable management. This is only
indicative of the extent to which people depend on these resources. Much
more research is required to better understand the nexus between livelihoods
and forests, and the specific forces driving deforestation and degradation.

Much of the current debate on REDD has centered on how to provide the
necessary incentivesto mitigate greenhouse gases and to increase participation
in this process by different stakeholders. Some of the questions being asked
are: How do we reduce deforestation rates? How do developed countries
contribute to this process? How is revenue sharing done inside the country
between the concerned stakeholders? And what will be the overarching
mechanism? These critical questions are being discussed both nationally and
internationally.
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4.2 What is REDD?

REDD is a mechanism through which the abatement of greenhouse gases
from deforestation and forest degradation can be achieved through a series of
incentives. Theseincentivesare provided by devel oped countriesto developing
countries for taking actions that reduce forest-related emissions. This
mechani sm recognizesthe historical rolethat devel oped countries have played
in causing climate change, aswell astheir higher level of resourcesfor pursuing
the mitigation of GHGs. Asthere are many stakeholdersin the REDD process,
alot of interest has been generated about the architecture of this mechanism.
In Nepal's case, some of the key stakeholders are the community forests,
indigenous and local communities, the local and central governments, and
civil society at large. Some of the major issues that have emerged in the
international arena include:

e The need to obtain prior and informed consent of concerned
indigenous and local communities in line with ILO 169 and the
UNDRIP Convention;

e  Recognition of the ownership and accessrightsof local and indigenous
communities over forest resources (i.e., the state should play therole
of afacilitator and provide policy guidelines under a comprehensive
and strategic framework);

e Theimperative of establishing revenue-sharing mechanismsthrough
a multi-stakeholder group process (i.e., the primary beneficiaries of
carbon-related revenues must be the actors that have played the
strongest role in halting deforestation and degradation);

e Simplification of modalitiesfor carbon trading (As carbon trading is
anew and technical area) in order to minimize transaction costs and
maximize efficiency;

e A need for recognition that REDD must not only benefit countries
that have only begun to reduce deforestation and degradation now—
but also those that have successfully already initiated actions to
conserve and regenerate forests in the past;

e Ensuring the participation of, and guaranteeing benefits for, women,
Dalits, indigenous and local communities, youth and other
marginalized stakehol ders.
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The aforementioned points are only some of the key issues that need to be
addressed. Scientistsand technical experts, negotiators, and non-governmental
organizations have been working hard to ensure that a proper REDD
mechanism isdesigned so that GHG mitigation iscarried out while providing
the strongest benefits to relevant stakeholders.

International negotiations on REDD have been underway and have taken a
few strides in 2009, with numerous inter-sessional that were held between
the UNFCCC's annual Conference of Parties (COP) meetings. When the
partiesmeet thisDecember in Copenhagen, itislikely that agenera framework
will be agreed upon for REDD. We can anticipate this mechanism to come
into force only after 2012, that is, after the first commitment period of the
Kyoto Protacol is over. As the level of preparedness is low, some countries
will need some extra time after 2012 to build the necessary capacity to
implement such a mechanism. However, they should do whatever they can
now to prepare for REDD, with support from donor organizations.

4.3 Why REDD for Nepal and where?

Though Nepal’s forest cover and deforestation and degradation rates have
been high historically, local communities have been playing amajor rolein
conserving forests for the past several years. These efforts have been
instrumental in checking deforestation and degradation. As a result, voices
are being raised to press for the recognition of community forests' role in
climate change mitigation. Because carbon stock enhancement has been
considered to be akey aspect of thisdebate, REDD has morphed into REDD+,
with the plus indicating carbon stock enhancement, rights of community
people, biodiversity conservation, livelihood benefits and other associated
socia capitals particularly in the context of community and participatory
forestry. A REDD mechanism alone, without its “+” component, may not be
adequateto reward those community forest user groupswho have significantly
contributed not only to revitalize the degraded forest but al so reduce poverty
through conservation. Therefore, Nepal should advocatefor REDD+ to harness
benefitsfrom the evolving REDD mechanism so asto ensure that the benefits
goes to the historically good doing communities in conservation.

The World Bank, through is Forest Carbon Partnership Facility (FCPF)

program, has provided USD 200,000 for REDD ‘readiness . This fund has
been provided under the expectation that it will help to improve the capacity
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of necessary ingtitutions to implement a REDD framework in the days to
come. The Ministry of Forestsand Soil Conservation has established aREDD-
Forestry and Climate Change Cell to oversee thistask. A working group has
been formed to implement these activities. In this forum, suggestions from
the civil society and concerned stakeholders are given due importance. The
REDD Working Group has been focused on forming the Readiness Plan under
the World Bank’s FCPF initiative.

4.4 REDD and Civil Society Institutions

Civil society groups have formed the Civil Society REDD Action Group.
This group has been building internal capacity, formulating position papers,
and providing input and suggestions to the government, among other things.
Community Forest User Groups have been akey player in using the mediato
sensitize the public to issues about climate change. Similarly, community
forest user groups (CFUGs) and NEFIN have been working to increase their
reach and capacity. Through a collaborative pilot project of FECOFUN,
ICIMOD and ANSAB, action research is being conducted in three different
watersheds to better understand carbon trading opportunities that can arise
from a REDD mechanism.

Theroleof civil society ingtitutions has been wide-reaching. Theseinstitutions
have been working with local groups to build capacity and raise awareness,
while also providing advice and inputs to the government and attending

Box 4.1 - REDD Pilot Project

ICIMOD, FECOFUN and ANSAB have been running pilot projects in Gorkha,
Dolakha and Chitwan districts. These pilot projects are being carried out in the
Ludikhola, Charnawati and Kayarkhola watersheds. The project areas include
around 20,000 hectares and involve about 182 CFUGs in total. After CFUGSs express
their interest to the district FECOFUN office, FECOFUN organizes awareness-
raising and capacity-building activities so that these CFUGs can participate in
the program.

This pilot project has been illustrating both the social and technical challenges in
implementing a REDD system. Operational plans that are formulated by the
CFUGs are also being discussed to identify how these plans can be synchronized
with a national level REDD framework. By holding discussions at different
levels—uvillage, district and national—the project aims to build an inclusive
method so that the views of different stakeholders are well represented.
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negotiations to put their views forward in international forums. It is believed
that these activities will create an environment that is conducive to local
communities, indigenous groups, women, Dalits, and forest dwellersto achieve
the maximum benefits from REDD.

4.5 Distribution of REDD benefits

Two highly debated issues in the REDD process have been monitoring,
reporting and verification (MRV) and the distribution of REDD benefits. This
section will present avision for a benefit-sharing mechanism. As the sharing
of benefits from REDD is a sensitive area that needs careful consideration
and incorporation of the views of different stakeholders, consultations need
to be held and the output of these consultations must be reflected in the
mechanism that is created. The role of different institutions in formulating
this revenue-sharing mechanism must be clarified. People in different parts
of the country are under differing impressions regarding the roles of the
government and civil society organizations.

Share
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Figure 4.1 Potential REDD benefit-sharing system

In this proposed mechanism, a multi-stakehol der forum would be established
to overseetheentire process. Thisforum would have the authority to establish
different cells for technical, financial, and administrative assistance, as per
their requirements. We also recommend the formation of a separate REDD
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Carbon Trust Fund that would manage the carbon payments through a
transparent and accountable process. REDD networks would be established,
using existing networks where possible. These networks would involve local
forest managers. The network would be inclusive and would represent local
and indigenous groups, women, Dalitsand forest dwellers. These stakehol ders
would all play an important role in benefit sharing. These networks are also
expected to play a coordinating role amongst different stakeholders. Forest
managers at the village level would not just generate interest and mobilize
user groups for REDD implementation, but would also be instrumental in
ensuring that REDD benefits reach those who are the most vulnerable and
impoverished. These groups could also take up other activities apart from
forest conservation like alternative energy promotion and educational
campaigns.

Even though the exact architecture of the REDD mechanism may not be
finalized until afew yearsdown theline, it isstill necessary to do an analysis
of existing institutions and their capacities. The following must be kept in
mind while formulating a REDD mechanism:

e Active participation of stakeholders right from the preparation phase
needs to be generated

e Forest dependent communities need to be closely consulted with and
programs must only be formulated after their views have been taken
into account;

e The benefit-sharing mechanism must recognize the role of local and
indigenous communities in forest conservation;

e Consensus must beforged amongst different stakeholdersto takethis
forward; and

e Different aspects of REDD like effective policy formulation,
transparent decision-making processes, equitable participation, and
prior and informed consent must be ensured.

4.6 New directions for REDD

It is high time for all of the concerned stakeholders - e.g., CFUGs, forest
managers’ associations, government and non-governmental organizations, etc.
- to engage in serious dialogue about how best devise a REDD mechanism.
For this mechanism to yield benefits to local and indigenous communities,
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women, and Dalits, they must express their concerns and actively participate
in the policy formulation and project preparation phase. Policy makers need
to concentrate on how to alow benefits to reach the village level in the most
efficient manner. Similarly, non-governmental actors must come together to
decide how to best support the government during international negotiations.
They must also continue to carry out awareness and capacity building
initiatives. Government officials must also realize that their goals will be
fulfilled only when the goals of local and indigenous communities are met.
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Chapter 5

Indigenous peoples and REDD: Challenges
and Opportunities in Nepal

- Pasang Sherpa®, Nima Lama® and Pasang D. Sherpa®®

Abstract

59 indigenous nationalities comprise 37% out of thetotal populationin Nepal.
Historically, indigenous peopleshave a very special relationship with forests,
water and land resources, which provide important cultural, spiritual and
religious symbols in their lives. However, after the Forest Act in 1993, their
owner ship has been transferred to the government. Thus access by indigenous
groups to natural resources was constricted. If a scheme for Reducing
Emissions from Deforestation and Degradation (REDD) is designed and
implemented with concern for the rights of indigenous peoples over their
access to the forest, they would contribute to the reduction of emissions and
carbon sequestration through their traditional indigenous customary practices
of forest management. However, if a REDD schemeis devel oped without their
freeprior informed consent and participation, it would not only threaten their
livelihoods but also violate their rights secured by the UN Declaration on the
Rights of Indigenous Peoples, and limit the scheme's potential for reducing
emissions.

5.1 Introduction
Nepal isasecular, multicultural, multilingual, multi-ethnic and multi-religious

country of the Himalayan region. Geographically, Nepal is divided into the
high Himalayas, the high mountains, the middle mountains, the Siwalik (low
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hills) and the Terai (plains) regions. Despite its small size, Nepal contains
tremendous biological, sociocultural and ethnic diversity (Bhattachan 2008).

The Government promul gated the A ct of National Foundation for Devel opment
of Indigenous Nationalitiesin 2002 and identified 59 indigenous nationalities
and definesindigenous peoplesas* atribe or community having itsown mother
language, traditional ritesand customs, distinct cultural identity, distinct social
structure, and written or unwritten history” (NEFDIN 2002). Out of the
estimated 300 million indigenous peoples in the world, 8.27 million live in
Nepal, comprising approximately 37 percent of the country’stotal population
(CBS2001). The 2001 National Censusidentified only 43 out of 59 indigenous
peoples (listed in Table 5.2). This underestimation is most likely due to
classification errors. For example, two or more groups have been lumped
together while some groups have been included in the category of unidentified
caste/ethnic groups. Some argue that certain groups have been excluded
altogether (NEFIN, 2005). As a result, the exact number of indigenous
nationalities is still not determined. Table 5.1 shows the list of Indigenous
peoples living in different regions of Nepal.

Classification of indigenous peoplesin Nepal

The Nepal Federation of Indigenous Nationalities (NEFIN) has divided
indigenous nationalities into five groups based on literacy rates, occupation,
land ownership, and population. Table 5.2 shows this categorization.

Table 5.1 Indigenous nationalities of Nepal

Mountain (18) |Bara Gaunle, Bhotia, Byanshi, Chairotan, Dolpo, Larke,
Lhomi (Shingsawa), Lhopa, Marphali Thakali, Mugali,
Siyar, Sherpa, Tanbe, Thakali, Thudam, Tin Gaule
Thakali, Topkegole, Walung.

Hill (24) Bankaria, Baramo, Bhujel/Gharti, Chepang, Chhantyal,
Dura, Gurung, Hayu, Hyolmo, Jirel,
Kushbadia/Patharkatta, Kusunda, Lepcha, Limbu,
Magar, Newar, Pahari, Phree, Rai, Sunuwar, Surel,
Tamang, Thami, Yakkha.

Inner Tarai (7) | Danuwar, Kumal, Bote, Raute, Darai, Majhi, Raji

Tarai (10) Dhanuk, Dhimal, Gangai, Jhangad (Urau), Kisan,
Meche, Rajbanshi (Koch), Satar (Santhal), Tharu,
Tajpuriya

Source: NEFDIN 2002

42



Chapter 5 - Indigenous peoples and REDD: Challenges and Opportunities in Nepal

Table 5.2 Classification of indigenous nationalities in Nepal

Endangered Bankariya, Kusunda, Kushbadia, Raute, Surel,
Groups Hayu, Raji, Kisan, Lepcha, Meche

Highly Santhal, Jhangad, Chepang, Thami, Majhi, Bote,
Marginalized Dhanuk (Rajbansi), Lhomi (Singsawa), Thudamba,
Groups Siyar (Chumba), Baramu, Danuwar

Marginalized Sunuwar, Tharu, Tamang, Bhujel, Kumal, Rajbansi
Groups (Koch), Gangai,Dhimal, Bhote, Darai, Tajpuria,

Pahari, Dhokpya (Topkegola), Dolpo, Free, Magal,
Larke (Nupriba), Lhopa, Dura, Walung.
Disadvantaged Jirel, Tangbe (Tangbetani), Hyolmo, Limbu,
Groups Yakkha, Rai, Chhantyal, Magar, Chhairotan,
Tingaunle Thakali, Bahragaunle, Byansi, Gurung,
Marphali Thakali, Sherpa.

Advanced Groups |Newar, Thakali.

5.2 Natural resources and identity of indigenous peoples

Historically, indigenous peoples have avery special relationship with natural
resources. Natural resources are not only the basis of the livelihoods of
indigenous communities, but they are also interlinked with their cosmology
and life systems. These resources have deeper cultural meanings: indigenous
derive their sense of identity by living in certain areas and using location-
specific natural resources.

Natural resources, likeland, forests and water, provide important cultural and
religious symbols for the indigenous peoples of Nepal like the Rais and
Sherpas. Daniggelis (1997) posits that “Farmers symbolic relationship with
the jungle (forest) isladen with cultural meanings and woven into their oral
tradition [and are used to] describe the cosmological system.” (Daniggelis
1997: 109). Healso givesthe example of origin mythsfrom the Rai community
that shows the importance of plants and animalsin the metaphysical system.
Furthermore, these myths contain numerous references to the “jungal” and it
is clearly evident that nature is an inseparable part of their cosmological
understanding.

Indigenous peoples like the Chepangs need their own traditional land to bury
dead bodies. Similarly, Bote, Majhis and Rajis worship fish and boats using
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certain plantsfrom theforest. These examples show theinextricablelink between
nature, indigenous peoples and their livelihoods. As natural resources form
such animportant component of their culture, any disruptionin accessto natural
resources has deep-seated implications for their identity and sense of self.

Local institutions of property ownership often differ from the mainstream legal
system. In many cases, these groups have been using and managing natural
resources without any formal property ownership—through traditional
understandingsand customary practices. Asthe relationship between indigenous
peoples and natural resources has been ongoing for generations, they feel
particularly committed to managing these resources under their own methods
and systems. However, sinceindigenous peoples have faced palitical, economic
and legal interventions, the continuation of their traditional practicesand natural
resource management methods has been challenged and many have discontinued
them (Uprety and Adhikari 2006) argues that such changes have violated their
rights and have relegated indigenous groups to marginalized actors.

5.3 Livelihood strategies of indigenous peoples

Indigenous peoples of Nepal are engaged in different traditional and non-
traditional occupations. Table 5.3 shows the basic livelihood strategies of
different indigenous groups.

Table 5.3 Livelihood strategies of indigenous peoples in Nepal

Indigenous Groups %‘) g, g é é
= 177} =)

JEIE IR

Raute, Kushbadia + - - - -

Kusunda, Bankariya, Chepang +-1 + | +- - -

Thami, Raji, Hyayu +- | + +/- -

Majhi, Bote, Musahar +/- + - + -

Jirel, Larke, Siyar, Tangwe - - + + +/-

Walung, Topke, Thudam, Lhomi, Sherpa, - - + + -

Holmo, Dolpo, Bhote, Lhopa, Mugali

Gurung, Byansi - - + + +

Limbu, Lepcha, Yakkha, Rai, Sunuwar, - +/- - + -

Surel, Tamang, Pahari, Free, Baramo,

Bhuyjel, Dura, Chantyal, Magar
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Danuwar, Durai, Kumal, Mache, Kisan, - - - + -
Santhal, Rajbansi, Tajpuria, Dhimal,
Gangai, Jhangad, Tharu, Dhanuk

Chairotan, Tin Gaunle Thkali, Barha Gaunle | - - +- | +/- +
Newar, Thakali, Marphali Thakali - - - + +

Source: 11DS 2002, Note: + means main strategy, - secondary strategy, +/- some groups or
group members are involved in this strategy.

Table 5.3 clearly showsthat Raute and Kushadiastill depend largely on hunting
and gathering. These groups do not generally hoard or accumul ate property
and they exchange the products they produce through a barter system. This
makesit difficult for them to adjust in asetting wherelegal institutions do not
take these considerations into account.

Rautesforagein the hills of certain western regions and Kushbadiyas wander
in the western Terai areas to barter their products with food or sell them to
meet their daily needs. They are uneducated and are ruled by their own
customary laws. Kushanada and Bankariya have abandoned their hunting and
gathering nomadic ways of life. Though they have adopted permanent
settlement, they are still highly dependent on forest resources. As they also
usually have no evidence of land ownership, their livelihoods have become
threatened as well. In addition, they have not been able to fully adapt to a
non-nomadic lifestyle, especially to new agricultural innovations. Similarly,
indigenous peoplesliving in the Himalayan region rely on animal husbandry
and trade for their livelihood, while indigenous peoples from the mid hills
depend mainly on agriculture. Indigenous peoples from the Terai depend on
agriculture as well, which sometimes takes the form of dry farming.

5.4 Indigenous peoples, land and resources

The ownership of natural resources, especialy land, has aways symbolized
wealth, power, social prestige and security for indigenous peoples. However,
indigenous peoplesare usually marginalized from by such ownership systems.
For example, 80 % of the indigenous people are ‘marginal cultivators' (with
lessthan 1 acre) or small cultivators (having 1-2 acres) (11DS 2002). A large
number of indigenous peoples have no land to claim as their own and live as
wage laborers. These figures show that the majority of indigenous peoples
are deprived of land ownership in Nepal. As aresult, they tend to experience
heightened food insecurity and threats to the preservation of their cultural
identity.
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Theterritoria unification of Nepal hasresulted in theloss of traditional rights
of accessto natural resources of indigenous peoples. Their uniquerelationship
with the land and natural resources has not been recognized. Communally
owned land—according to the traditions of the Tamang, Dunuwar, Sunuwar,
Majhi, Chepang, Hayu, Sherpa, Kumal, Lepcha, and Rai—was known asthe
Kipat system. Kipat included not just theland but the natural resourcesincluded
initaswell. Thissystem defined the territorial rights of the indigenous people
and local communities. The Land Reform Act in 1964 did not recognize the
Kipat system and thereby denied access to these lands and the resources they
contained (Caplan 2000). In the earlier days, indigenous peoples owned the
forests they lived in. However, as a result of the Forest Act of 1993, this
ownership hasbeen transferred to the government. Asaresult, accessto natural
resources like forests, lakes, rivers and riverbanks has been restricted. Thus
indigenous peoples like the Raute, Bankariya, Chepang, Kusunda, Tharu,
Danuwar, Santhal (Satar), Bote and Majhi have been deprived of their tradition
of living in the forests.

5.5 REDD and Indigenous Peoples

The emergence of the concept of Reducing of Emissions from Deforestation
and Forest Degradation (REDD) has already raised concerns about the
implications for indigenous peoples. The REDD readiness scheme in Nepal
is financed by the World Bank under the Forest Carbon Partnership Facility
(FCPF) mechanism. There is high chances of such institutions to serve the
interest of developed countries like USA, UK and others primarily and that
of the Government of Nepal, whose laws and rules govern the operation of
the World Bank in the country and least concerned with the rights of the
indigenous peoples who live in and rely on the forest. Sherpa (2009: 52-3)
states,

Carbon financing is often identified with the interest and rights of

thewealthy countriesto the companiesto the extent that even their

continuous polluting of the environment is condoned, and rarely

punished. In the process, they exploit the developing and under-

developed countries by locking them into un-equal and long-term

contracts detract detrimental to the interest of these nations. This

isalso regarded as the latest and crude form of neo-colonialism.

The National REDD Forest and Climate Change Cell under the Ministry of

Forest and Soil Conservation (MFSC), is working on different components
of aReadiness Plan Proposal (RPP) to facilitate REDD implementation once
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the mechanism takes effect. Although there is also a representation of
indigenous peoples along with the representations from the donor agencies,
non government organi zations and government organizations, the workshop
is always designed through a top-down approach. Unless the ever practiced
design is altered and extend the space for the adequate involvement of the
indigenous groupsin the design and implementation process, indigenousrights
will not be protected. In such a case, such approach may sow the seed of
conflict in the mind of indigenous peoples once they find themselveswith the
great risk of sustaining their livelihoods. Therefore, concerning the reason of
conflict in the past 10 yearsin Nepal, the Government of Nepal should now
realize the historical blunder for suppressing the indigenous knowledge,
language and culture in the name of unification of the nation (Awasthi 2004).
Thusrespect therightsand ensuretheir full participation in the decision making
bodies that would severely impact on their lives remain only in papers.

Although Nepal hasa ready signed for United Nation Declaration on the Rights
of the Indigenous Peoples (UNDRIP) and ratified ILO Convention 169 in
2007, the fate of indigenous peoples for securing their traditional land,
resources and their free and prior consent for devel oping any national policies
and programsisstill not in practice. Thisisclearly in violation of the spirit of
ILO 169 and UNDRIP. Tauli-Corpuz ( 2009) presentsthe high risks of REDD/
REDD + for indigenous peoples in the governance that would exclude the
indigenous peoples from decision making process due to highly centralized,
top-down management of forests... corruption and embezzlement of
international funds by national elites (p. 74-75). Therefore, although REDD
has already been explicitly mentioned in the Bali Action Plan, negotiations
are bound to affect the access rights of indigenous communities to forests.
Barndey (2009: 3-4) states:

Indigenous Peoples have voiced anumber of grave concerns. First
they were not adequately consulted in the design of the Forest Carbon
Partnership Facility (FCPF). Itisvital that they should be consulted
in relation to any particular projects under the facility that might
affect them, and that any such project fully take account of and
recognize any Indigenous rights that may be affected... There is
some concern about the fact that it is mostly the government and
the private sector entities that have caused deforestation and it is
these same entities that are likely to now benefit from the facility.

Thiscdlsfor aradical departure from the top-down decision-making system and
asksfor aninclusive approach to making decisionsabout natural resources, which
have direct implications for the identity and livelihoods of indigenous peoples.
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5.6 Conclusion

If REDD is designed and implemented with the support and participation of
indigenous peoples, with their rights duly recognized and respected, the
mechanism can make an even greater contribution to emissions reductions
and carbon sequestration. Indigenous peopleswould be encouraged to continue
and promote their traditional practices that can act as safeguards to ensure
sustainable forest management. Thiswill also have adirect positiveresult for
the livelihoods of indigenous peoples.

If the REDD mechanism isdesigned properly, it would help to strengthen the
implementation of international agreements to which Nepal is a party,
UNDRIP, ILO 169, and existing national laws and policies on indigenous
peoples rights. This could be an opportunity to push for the development of
legislation to protect indigenous peoples’ rightsto their forest and carbon in
the absence of such laws.

The REDD scheme is also a great opportunity for raising the awareness of
indigenous peoples on sustainable resource management. At the same time,
this is also an opportunity for indigenous people to share their traditional
knowledge of sustainable forest management so that it can be applied to a
broader setting.

However, the present, top down and highly centralized management system
may exclude the indigenous peoples’ participation in the decision-making
processes. This will underscore the important role that indigenous peoples
havein providing safeguardsthrough their traditional practices. Furthermore,
not including indigenous peopl e in the process can threaten the livelihoods of
these communities if access to forest resources is restricted, because the
livelihoods of traditional indigenous people who are forest dwellers—like
the Chepang, Raute, Raji, Bankariya—depend on forest resources.

Blocking indigenous cultural values over the resources and compensating
them with money from carbon trading will not work. Itisimperativeto restore
to them their sense of ownership over the resources for sustaining their
traditional values, culture, skills and knowledge while developing REDD
implementation framework without which the REDD mechanism isbound to
fail. If theindigenousrights over theresources arerecognized and fully engaged
in the development relevant policies and programs implementation, their
involvement would not only sustain their traditional livelihoods but also fulfill
the global goal of emissions reductions.
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Understanding Forest Degradation in Nepal

- Krishna P. Acharya, Resham B. Dangi*? and Phil Shearman®®

Abstract

Forests provide a wide range of provisioning, regulating, cultural and other
supporting services for human well being. These are collectively known as
ecosystem services. The sustainability of forest ecosystem depends on
sustai ned management, efficient utilization and effective protection measures
against deforestation and degradation. Current global discussions on forest
degradation have been focused on reduction of emissions from sources and
removal enhancement from sinks, i.e. carbon services. In Nepal, the role of
other environmental services-ike water harvesting, soil conservation, and
biodiversity conservation—are also equally important for sustaining rural
livelihoods and maintaining environmental conditions. For these reasons, it
is imperative to develop a common under standing about forest degradation
among forestry professionals, policy makers, and politicians. This will be
helpful in developing appropriate public policies to address the forest
degradation problem. This paper aims to review past forest resource
assessment methodologies and their findings on forest degradation. Finally
the paper concludes by comparing potential methods for assessing forest
degradation in Nepal.

The need for accurate differentiation of the determinants of forest quality
has been recognized since the first forest resources assessments were
conducted in the early 1960s. All subsequent forest resource assessments
have identified criteria and indicators for investigating forest degradation.
But many of these criteria have been different, resulting in the surveys being
largely incompatible. Forest degradation has been generally understood as
areduction in the production capacity of commercial timber volume. Changes
in tree canopy cover were used as a key criterion in these assessments. This

I Ministry of Forests and Soil Conservation, Nepal.
2 Ministry of Forests and Soil Conservation, Nepal.
1 University of Papua New Guinea, Papua New Guinea.
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was assessed through the measurement of canopy closure, number of trees
per unit area, growing stock, regener ation capacity, stand maturity, lopping,
species dominancy, grazing, and soil surface erosion. The assessment tools
included field surveys, satellite images, aerial photography, ground checks
and/or a combination of these methodologies.

These approaches neither recognized ongoing degradation within the canopy
of “high stocking’ forests, nor the degree of understory degradation. In
addition, tradeoffswith other kinds of ecosystem serviceswere not considered.
This paper argues that the assessment of forest degradation should be based
on the resultant outcomes of all kinds of forest services rather than the
accounting of individual services. The use of high resolution satelliteimagery,
combined with field surveys is a suitable approach for such assessments.
Finally, the paper argues that forest services should be understood
comprehensively to prevent the emergence of new drivers of degradation.

6.1 Introduction

Forests are an integral part of the farming system in Nepal. Farmers require
accessto forest products such asleafy biomassfor fodder and animal bedding,
fuelwood for energy, and timber for building and agricultural implements
(Mahat 1987; Gilmour and Fisher 1991; Malla 2000). In the high altitude
Jumlaarea, it was estimated that maintaining one hectare (ha) of paddy land
requires up to 50 ha of forest and grazing land (Whitemand 1980). Similarly,
in the middle hills, Wyatt-Smith estimated that 3.5 ha of forest are required
to maintaining one ha of agricultural land (Wyatt-Smith, 1982). In 2006-07,
fuelwood derived from forests constituted 84% of the total Nepal ese energy
consumption (WECS 2007). Similarly, about 42 percent of the fodder
requirement for livestock production is derived from forests (WECS 2007,
Pandey 1982). In addition, a number of forest products such as high value
medicinal and aromatic plants arefacing excessive and unsustainable harvest
pressure and degradation (MoEST 2008). Theforestry sector contributes 9.5%
of the national gross domestic and about 27.5% when indirect services are
included. Of concern isthe fact that over 28 percent of the country’s forests
are estimated to be in degraded condition (DFRS 2008; MoOEST 2008).

The Ministry of Forests and Soil Conservation and its departments have

undertaken several forest resource assessments since the 1960s. The scope
of these resource assessments has ranged from national level studiesto site-
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specific community-level research. These inventories have differed in their
objectivesand methodology. Therearetwo key areasthat determine whether
different forest inventories or resource assessments can be compared with
one another for the purposes of measuring forest change over time. Firstly,
the processes that cause deforestation and degradation, such as logging,
clearance by smallholders or slash and burn agriculturalists, and harvesting
of fuelwood and non-timber forest products, are not detectable in coarse or
moderate resolution imagery, and they occur heterogeneously across the
landscape (Tucker and Townshend 2000, Asner et al. 2005, Grainger 2008).
An areaof forest that has had the edges encroached on by agriculture, or that
has been hollowed out by logging can appear to be intact forest in moderate
or coarse resolution imagery, when in fact substantial change has occurred.
A high resolution spatially accurate boundary between what is forest and
what is not forest is essential for detecting such incremental or small scale
forest change. The spatially heterogeneous nature of forest change is also
not captured well by mapping the boundary between forest and non-forest
using only asample of imagery covering the area being mapped (Tucker and
Townshend 2000, Grainger 2008). Adequately and accurately measuring
deforestation and degradation requires that the forest boundary in al forest
assessments being compared be mapped using wall-to-wall, high resolution
imagery or aeria photography (Tucker and Townshend 2000, Grainger 2008).

The second key determinant of whether different forest assessments or
inventories can be compared to measure deforestation and forest degradation
arethe definitionsof ‘forest’, ‘ deforestation’ and ‘ degradation’ used by each
assessment. Someinventoriesdefine‘forest’ as* closed canopy”; othersdefine
‘forest’ using athreshold of canopy cover. The FAO (2005) definesforest as
possessing at least 10% to 30% canopy cover. However, under the Marrakesh
Accords countries have the ability to constitute these definitions to suite
their specific forest typesand conditions. Nonethel ess, accurately measuring
deforestation and degradation requires the comparison of forest assessments
that use the same definition of forest. Similarly, forest degradation may be
defined in several different ways, including changesin canopy cover, loss of
biomass, and loss of biodiversity. Measurement of forest degradation also
requires a consistent definition of what is meant by degradation across the
different inventories or the forest assessments being compared.

This paper reviews the various forest inventories that have been conducted
in Nepal. In addition, two economic studies in Nepal were evaluated. This
paper aimsto discuss the major findings of different methodologiesthat have
been used, and to offer an approach that could potentially be utilised for
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future assessments of forest degradation. It also critically assesses to what
degree each inventory or assessment can be compared with one another to
measure deforestation and degradation in Nepal, with respect to the resolution
(high vs. moderate vs. low), coverage of the mapping (wall-to-wall vs.
sampling), forest definition, and definition of degradation.

6.2 Datasets

This section presents a brief summary of the 5 forest resource assessments,
and two economic studies of forest resourcesin Nepal .

1. Forest Resources Survey Office (FRSO), 1963/64. The forest resource
survey office conducted the first forest inventory during the period of
1963-67 using 1953-58 (Indian photography) and 1963-64 aerial
photography. It used visual interpretation of aerial photographs using a
sampling strategy, and mapping combined with somefield inventory. The
land categories include forest, cropland, grassland, urban areas, water,
badly eroded land and barren land. The forest land was subdivided into
commercia and non-commercial forest. Theinventory concentrated only
on assessing the extent of existing forest area, and growing stock/ha up
to 10 cm top diameter. It did not cover high altitude forest areas.

2. Land Resource Mapping Project (LRMP), 1978/79. The LRMP was
jointly implemented by the Government of Nepal and Kenting Earth
Sciences Limited Canadawith financial support from the Government of
Canada. The objectiveswereto devel op appropriate forest |and use maps
based on forest types, composition, and structure and land degradation
status. The project was implemented between 1977 to 1984. The forest
resource assessment was made through the combined use of aerial
photographs (1977-79), extensive ground truthing, land surveys and
topographic maps. This assessment used wall-to-wall coverage in both
high- and low-altitude forests. The study mapped forests and scrubs
separately and within their forest classification, four density classeswere
delineated (0-10%; 10-40%; 40-70%; 70-100%). Additionally, each forest
zone was defined according to the dominant forest type (coniferous,
hardwood, or mixed) and the presence of various dominant species. The
resolution of the aerial pictures was approximately 1:12,000 allowing
the creation of landcover maps at both 1:25,000 and 1:50,000 scales.
These landcover maps remain the only national, wall-to-wall assessment
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of Nepal’sforests, and could be used as a baseline against which change
inforest cover and degradation can be measured. It also holdsthe potential
for creating a provisional biomass surface record for the country.

The LRMP was definitive about the limitations of comparing its results
with that of the 1964 work done by the FRSO: “ Different boundariesand
classifications do not allow this study to be compared with the Forest
Resources Survey Data based on the 1964-1965 aerial photography” .

. Master Plan for the Forestry Sector (MPFS), 1989. The Master Plan

for the Forestry Sector (MPFS) was generated by the Ministry of Forests
and Soil Conservation. The data were essentially based on LRMP
information and forest inventory datafrom the Forest Survey and Research
Office. Theaim wasto update resource information changesthat occurred
during the intervening period of LRMP, but it was essentially based on
LRMP data.

. National Forest Inventory (NFI), 1994. The National Forest Inventory

(NFI) was started in the early 1990s and completed in 1998 with a base
year of 1994. The program was implemented by the DFRS with support
from the Government of Finland. The NFI used acombination of satellite
image analysis of Landsat imagery, aerial photographs and field
measurementsin four different surveys, each using different techniques.
The satelliteimagery was of high resolution, but only covered part of the
Terai region. Inthe Siwaliksand other lowland areas, District Inventories
that employed wall-to-wall delineation of forest cover from aerial photos
were employed. The magjority of the country, termed the ‘ Hilly Area’ was
sampled using aerial photography collected in 1989-1992. This
photography was coarser in resolution than that used by the LRMP and
MPFS mapping. An examination of the scale of mapping suggests a
resolution of about 1:50,000. Coarser survey measurements were used
in hill forests compared to that used in flatter terrain. The point sampling
of these photos was used to derive forest area statistics over the hilly area
through extrapolation.

The definition of “Forest” used in the NFI entailed a crown cover of less
than 10% and an area of lessthan 1 hectare. It also included temporarily
cut areas that ‘will bereplanted’. Their definition of ‘shrub’ (not scrub)
was similar to forest ‘ except well defined stems cannot be found'. What
isawell defined stem? Thiswas perhaps the ‘achillies heel’ of the hills
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inventory. Put simply, the visibility of stems in 1:12,000 photos is
substantially better than in 1:50,000 photos. Vegetation classified by the
LRMP as low canopy-over forest, was more likely to be classified as
shrub in the DFRS 1999 work, simply because of the scale issue. The
other main issue with the classification of vegetationinthe DRFS (1999)
assessment into two classes is that ‘forest’ is the same (statistically)
whether it hasa100% crown cover or an 11% crown cover. Clearly, from
abiomass perspective, forests need to be categorized with agreater degree
of accuracy.

The DFRS (1999) stated, “ Comparison of the results of thisinventory to
ones made previoudly is difficult because the definitions used and the
administrative boundaries differ. However, the only previous inventory
that is somewhat compatible is that from the 1970s as this did sampling
over the whole country”. Thisis a doubtful statement. The LRMP used
wall-to-wall classification; the DRFS (1999) was a pastiche of different
survey typesfrom different dates, but predominantly was alow-resolution
sampling exercise. They cannot really be compared. But of course they
have been due to the lack of alternative data.

5. Forest Cover Change Analysis of the Terai Districts (DoF), 2005. The
study presents the extent of forest cover and annual rate of changein 20
Teral districts. It was commissioned by the Department of Forests. The
forest cover change was estimated by analysing satellite images from
different time periods, supported by ground verification. Image
interpretation and classification was undertaken at a high resolution and
‘wall-to-wall’. The major drawbackswerein the definitions of the classes
that were used themselves. Specifically, the* Forest” classused the FAO
definition’ of >10% crown cover. Considering that intact forest in this
region would have a crown cover of around 70%, this would have over-
estimated the amount of forest within theregion. However, it seemsthat
the training areas used in the supervised classification procedure were
actually skewed towards higher coverage areas, so this may not have
been a major source of error. Of greater concern was the definition of
degraded forest as “forest land with less than 10% cover” This meant
that intact forest could be transferred to scrub, while still being classified
as forest.

Thekey problem wasin thereporting of these data, there wasan emphasis
onthevery low rate of ‘ deforestation’ of only 0.08% per annum. In fact,
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when degradation was included (as most of it should have been recorded
as deforestation), the rate of change was closer to 1.3% per annum. It
probably needsto be accepted that these degraded forests are likely to be
on a one-way trajectory to being deforested. Degradation is commonly
the first step in deforestation. This issue is even more important under
the new emphasis on the carbon content of these forests.

6. Economic Valuation of Ecological Goods and Services (ESE), 2005.
The study was commissioned by the Ministry of Forests and Soil
Conservation, Government of Nepal. The study estimated the value of
goods and services of forest ecosystems representing different ecological
zones and management regimes. However, the study did not cover al the
ecological regions.

7. Contribution of Forestry Sector to Gross Domestic Product in Nepal
(GDP), 2008.The DFRS conducted this study to estimate the actual
contribution of the forestry sector to national GDP. Both the use and non-
use values were taken into consideration in estimating the contribution.
The use values include consumptive goods like timber, fuelwood, grass/
fodder/bedding materials, NTFPs, sand and boulders. Similarly, the non-
use values included recreation, eco-tourism, soil conservation and green
carbon sequestration.

A summary of major resource assessment studies and their linkages with
thematic elements of sustainable forest management (SFM) is presented in
the Table 6.1. The information reveals that not all elements of SFM were
covered in these measurements. The table shows that resource assessments
werefocused on theinvestigation of the extent of forest areaand the estimation
of timber volume. Recently, two economic studies on the valuation of forest
services have added carbon, biodiversity and protective function of the forests
in their assessments. The health of forests and their vitality has yet to be
considered in any assessment.
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Table 6.1 Strategic forest assessment in Nepal and linkages with SFM

Responsible SFM .
No. Study Year .. thematic
Organisation
element
1 |Forest Resources Survey 1974 FRSO(DFRYS) 1,5
2 |Land Resource Mapping Project | 1978/79 | LRMP/WECS 1,5
3 | Mater Plan for the Forestry Sector | 1986 MoFSC/DFRS 1,5,7
4 | National Forest Inventory 1994 DFRS 1,5
5 Forest Cover Change Analysis of | 2005 DoF 1
the Terai Districts
6 Economic Valuation of 2005 MoFSC 2,4,5,6,7
Ecological Goods and Services
7 Contribution of Forestry Sector to | 2008 DFRS 2,4,5,6,7
Gross Domestic Product in Nepal

Note: Thematic elements of sustainable forest management are: 1. Extent of forest resources;
2. Contribution to the Carbon cycle, forests and climate change; 3. Forest health and vitality;
4, Biological diversity; 5. Productive functions of forests; 6. Protective functions of forests;
and 7. Socio-economic functions of forests. (Source FAO 2009)

6.3 Methodology

Assessment and tools

Itiscommonly agreed that measuring forest degradation is substantially more
complex and difficult than measuring deforestation (Pantaet al 2008; Lambin
1999; Souza et a 2003). Table 6.2 summarises the criteria used in defining
forest degradation and the methods used for the Nepal ese assessments. This
showsthat all previousresource assessments haveincorporated measurements
in the parameters of forest quality — however the tree canopy stocking level
was found to be the main criterion used in most assessments. Hence, common
acceptance on forest degradation in these assessments is the reduction in
production capacity of timber volume. The stocking level was linked with
forest productivity. Proxy measurements used include canopy closure, number
of mature trees, number of preferred trees density, cut stump, growing stock,
regeneration capacity, stand maturity, lopping, species composition, grazing,
and soil surface erosion.
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6.4 Results

The FRSO survey recognised forest quality differentiation primarily based
on stand size, density classes, crown closure, and merchantable volume.
However, there was no clear definition and assessment of forest degradation.
Degradation was characterised by fewer number of trees, lopped trees,
unwanted/non-commercial tree species, heavy grazing pressure, unpal atable
species, and bushy species. However, it did identify encroached forests as a
kind of degraded forest. The LRMP forest assessment is the only one of the
5 resource assessments examined—excluding the MPFS analysis, which was
derived from the LRMP assessment—to be based on wall-to-wall high
resol ution mapping of the national forest. All five assessments used adefinition
of >10% canopy cover to define forest and <10% canopy cover to define
either ‘shrubland’ or ‘degraded forest’. The NFI assessment is the only one
not to distinguish between different forest classes according to canopy density.
The FRSO, LRMP, and M PFS assessments delineated multipleforest classes
between 10% and 100% canopy closure.

Of the five forest assessments conducted in Nepal, only two cover al of the
forest area, the LRMP from 1978/9 and the NFI from 1994, although the
MPFS can be compared to the LRMP from which it was derived. However,
the LRMP assessment was a wall-to-wall and high resolution assessment,
whilst the NFI used mapping based on a sample of imagery and a much
coarser survey technique to determine forest and shrub cover in the majority
of the country. Table 3 highlights the extent of forest and shrub categories
reported from the different studies. Further details are presented in Annex 1.

Tables6.3 and 6.4 suggest that thetotal shrub and forest areahave not changed
much in the last few decades, although the forest cover has been degrading.
Table 3 shows that, initially, shrub was not included as a separate land use
category, but since LRMP it is an important land use category.

Table 6.3 Extent of forest and shrub land cover in Nepal

Forest Shrub Forest tirtl; Shrub

Study Year Area % Area % Area %
(1.000 ha) (1,000 ha) (1,000 ha)

FSRO | 1964 6402 46 - - 6402 46

LRMP | 1978-9 5616.8 38 689 5 6285 43

MPFS | 1985-6 5424 37 706 5 6210 42

NFI 1994 4268.8 29 1560 11 5828 40
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Table 6.4 Estimation of forest degradation rate in terms of increase in shrub land

Shrub land Forest degradation % per
Study Year Arca000ha | % year (1978/79 to 1994)
LRMP 1978/79 689 4.7 5.57
NFI 1994 1560 10.6

A comparison of the LRMP with the MPFS analysis shows a small increase
in shrub cover (~0.1%) at the expense of forest cover over 6-8 years. However,
acomparison of NFI with LRMP appearsto suggest that the area under shrub
land increased by 126 percent from 1978/79 to 1994, or on average 5.57%
per year. At face value, acomparison between the NFI and L RM P assessments
suggests that there was no significant change in the area of total forest and
shrub land, but that the extent of shrub land morethan doubled at the expense
of forest cover. However, it isunclear whether thiswas genuine forest change
or aproduct of the varying quality of the forest surveys used. To explorethis
hypothesis, a comparison was conducted between the area of the NFI 1994
assessment where high quality (wall towall) surveyswere conducted (largely
the Terai) with the areas where the NFI 1994 data detected big increasesin
forest to shrub conversion (see Figure 6.1 below).

Thiscomparison suggeststhat in those devel opment regionswhich had greater
‘wall-to-wall’ coverage and less sampling the recorded forest-to-shrub cover
was less, and vice versa. Overall, 84% of the variation in forest to shrub
conversion detected by comparing the NFI 1994 forest assessment with the
LRMP assessment could be explained by variation in the survey quality of
the NFI 1994 survey. Indeed it is possible that the 126% increase in shrub
cover at the expense of forest cover is largely a by-product of the lower
resolution and sample-based mapping used in the hilly areas in the NFI
assessment rather than a comprehensive measurement of actual degradation
through forest to shrub conversion.

Degradation assessment methods

The methodologies used in past assessment can be grouped into Aerial
Photography, Field Survey, Satellite Image and Ecosystem Service Va uation.
Thefollowing table comparesthe strengths and weakness among these various
methodologies and their accuracy level. The analysis reflected in the table
indicates that forest degradation assessment accuracy increases if it is
supported by ground-based data.
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Figure 6.1 Comparison of increase in shrub cover detected by the NFI assessment
compared to the area covered by high quality survey.

Note: There was a significant (p<0.05) negative correlation between the area covered by
high quality surveys and detection of shrub increase 1978/9-1994. Those areas of forest that
were poorly surveyed corresponded to areas where the NFI 1994 assessment detected large
increases in shrub cover.
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6.5 Discussion

Nepal has substantial experiencein ground-based forest inventory techniques.
These have generated considerable data, although of varying levels of
accessibility. However, inventories seem to have been focused on the
quantification of commercial timber volumes and were not designed for the
assessment forest degradation per se. Recent economic studies are much
wider in scopethan previous forest inventories, incorporating the concept of
ecosystem services.

A limitation of assessing both deforestation and degradation in Nepal isthe
use of different methodol ogies amongst national scaleforest inventoriessuch
astheLRMPand NFI. A comparison between these two assessments suggests
that both deforestation and degradation rates are very high. However, as
Figure 1 shows, thisis likely to be at least partially a by-product of low-
resol ution sample-based mapping, rather than actual conversion of forest to
shrub cover. Thus, it seems likely that the NFI and the LRMP forest
assessments are incompatible. Comparing awall-to wall assessment (LRMP)
with a sampling-based assessment, where coarser techniques were used in
higher atitudeforest has substantial potential for error (Townshend and Tucker
2000, Grainger 2008). Dueto the coarse scale of mapping, alot of what the
NFI 1994 assessment called ‘ shrub’ would probably have been called ‘ forest’
inthe LRMP. Thiswaslikely aconsequence of their attempt to use coarser-
scale aerial photography from which it is difficult to distinguish between
‘forest’ and ‘shrub’. This also means that the often cited deforestation rate
for Nepal likely to be an overestimation.

The most commonly used methods of forest assessment are ground-based
forest inventory, aerial photography, satellite image analysis, or some
combination of these. Crown cover has been taken asaproxy for degradation,
but this is unable to address broader elements of forest degradation or the
complexity of ecosystem change. Canopy reduction will reduce biomass but
may enhance watershed conservation, carbon sequestration or biodiversity.
Table 6 shows that understory degradation is also afundamental contributor
to degradation. Crown cover assessment alone is unable to account for many
of thedriversof degradation. It ispossiblethat morefinely tuned field surveys,
when combined with image analysis may be ableto capture the consequences
of other drivers of degradation.
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Table 6.6 Drivers of degradation and detectability of different methods

Key Detectability
Level and drivers Level of . (low to high, 1-3)
of degradation | significance degradation Field | Aerial
element Images
survey | Photos
Fuel wood High Biomass, 3 2 1-3
removal understory
Timber removal High Crown cover, 3 2 1-3
(local) biomass
Timber removal High Crown cover, 3 3 3
(industrial) biomass
Fodder, leaf litter | High Biomass, 3 2 1
removal understory
Over-extraction of | High Understory, 3 1 1
medicinal & other biomass,
species biodiversity
Encroachment High Crown cover, 3 3 3
habitat, biomass,
understory
Overgrazing High Understory, soil, 3 1 1-3
habitat
Development High Crown cover, 3 3 3
activities- Road habitat, biomass,
fragmentation
Forest fire Medium Understory, 2 1 3
biomass, soil,
biodiversity
Settlements to Medium Crown cover, 3 2 2-3
landless habitat, biomass
Invasive species Low Biomass, 3 1 1-3
understory,
habitat,
biodiversity
Rot disease Low Biomass 3 1 1-3

Note: The variable assessments of satellite imagery in regard to the detectability of these drivers
relates to the resolution of available imagery.

There is more confusion about the other studies and their definitions of
degradation. The NFI defined shrub land as an area essentially the same as
forests but where well-defined stems cannot be found. Thisimpliesthe need
to use the same technique of visual inspection of 1:50,000 aerial photos. The
DoF study definition of degraded forest included sparsely distributed trees
or forest land with less than 10 % crown cover, including shrubs. These
definitions suggest that the authors of these studies regarded shrub land as a
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type of degraded forest. However, in some cases, these studies have used
different definitions of degraded forests and shrub lands, creating confusion
and aninability to robustly compare datasets. The inherently fuzzy boundary
between land cover categories needsto be removed by providing clear, simple
and consistent definition for all assessments—or alternatively accepting
gradations within land-cover categories.

There have been severa other spatial and temporal assessments of forest
conditions of Nepal that suggest that forest degradation is causing changes
in the forest structure, composition, stocking and forest types; change of the
vertical structure; or alteration of other attributes. Sharma and Suoheimo
(1995) found that about 45% of trees are affected by the rot diseases in
Makawanpur and Rautahat districts. Similarly, Acharya (1998) stated that
there is degradation within existing forest stock due to repeated logging
practices resulting in lower quality forest types. Thiswasillustrated though
the conversion of Sal forest (>60 % of basal area) to Sal Terai Hardwood and
finally to Terai Hardwood.

Itisgenerally perceived that Nepal is suffering acutely from different drivers
of forest degradation. Forest encroachment isaparticularly serious problem
inthe Terai plains. There, arecent estimate showed that about 100,000 ha of
forest isunder encroachment with the distinct potential for further degradation
through encroachment by illegal squatters.High altitude forests continue to
be degraded due to the presence of significantly higher livestock density
than the estimated local carrying capacities (MoEST 2008; NBS 2002). Table
6 illustrates that degradation can be the results of a single factor or, more
commonly, of acombination of multiple factors. It's monitoring and control
is critical if we are to maintain subsistence economies, which are based on
the exploitation of natural resources as a major source of livelihoods. The
detection of such driversislimited with remote sensing, unless high-resolution
imagery isused, or unlessit is supported by ground-based data. In summary,
forest degradation may occur in following ways:

1. Reduction in biophysical attributes of forests, such as crown cover,
in such away that forest remains as forest, with over 10 % closure.

2. Reduction of crown cover from shrub land or degraded forest until it
isconverted to other land use. Asisthe case with 1 above thishas an
implication for many ecosystem services, including carbon
sequestration.
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3. Degradation may occur inthe understory dueto theremoval of NTFPs
and other resources, or because of fire.

There is a need for the development of a comprehensive methodology to
understand and value forest degradation from the perspective of ecosystem
services. This need isfurther enhanced by the necessity for Nepal to prepare
for the monitoring requirements of emerging REDD (Reducing Emissions
from Deforestation and Forest Degradation) opportunities. The generation
of transferable and robust datawill require the use and interpretation of high-
resolution satellite images in combination with field surveys. It is hoped that
the proposed field-based inventory, soon to be commenced with the assi stance
from the Government of Finland, will generate substantial spatial and temporal
information for the country. Additionally, another wall-to-wall high resolution
forest cover map for Nepal is urgently required to overcome the limitations
of the NFI 1994 assessment. Nepal’s overall deforestation and degradation
rate will be clear by new high resolution, wall-to-wall assessment.

It is also recommended that a participatory ecosystem services valuation
approach (PESVA) be considered to better understand the val ue of ecosystem
services. The adoption of simple techniques that can be carried out by
community institutions for community forest management will clearly help
our understanding of forest degradation. The PESVA requires expert inputs
on the devel opment of methodologies, indices, default values, keysand ssimple
procedures.

Thereisalso aneed for aclearer conceptual definition of forest degradation
that is more practical and useful for Nepal. In addition to biophysical
indicators, this definition needs to consider impacts on ecosystem services,
fragmentation, local drivers of degradation, and opportunity costs. Definitions
are only practical if they can actually be measured. Likewise, research to
assess understory vegetation in different conditions using images needs special
consideration.

6.6 Conclusions

Forest degradation is a unique process affecting the provision of valuable
ecosystem services (MEA 2005). It is aso commonly the first stage in a
continuous process|eading inexorably to outright deforestation. It istheresult
of many driversoperating independently or synergistically at different scales,
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timesand locations. These driversvary across and within different countries.
Due to the heterogeneity of the drivers, and the often incremental or small
scale over which they operate, wall-to-wall high resolution mapping is a
necessary prerequisite for their detection. In Nepal, a detailed and more
specific understanding of these drivers is necessary to address forest
degradation. There is also a need for a comprehensive methodology to
understand and value forest degradation from the perspective of ecosystem
services. Thisis especialy true in a country like Nepal, where the economy
ispredominantly subsistence-based and where poor people and forest dwellers
depend on ecosystem services for their daily needs.

Nepal has substantial experiencein theimplementation of ground-based forest
inventories, which have established considerable data on forest stocks. The
methods that have been used within this work have been focused on aerial
photograph interpretation, fieldwork and, to a lesser extent, satellite image
analysis. The further development of methodologies to assess degradation
will largely be constrained by the lack of development of a compatible,
measurable definition or definitions. Different organizations have used
different definitions and a consensus definition is needed. Similarly, a clear
distinction between shrub land and degraded forest, and methods to assess
shrub lands, are urgently required. Similarly, several policy documents have
used the term ‘forest degradation’ to mean different things. Thisneedsto be
resolved. It is the view of this author that such a definition should consider
the full range of biophysical and socio-economic conditions. Nevertheless,
inNepal, arobust methodol ogy which can capture the range of driverscausing
forest degradation is necessary.

The present methodol ogies can be improved in two ways. Firstly, the use of
high-resolution satellite images supported by ground-based inventoriesis a
necessary activity. Such work should cover major forest types, physiographic
regions and management regimes. The use of satelliteimages and field-based
inventories is suitable to assess biomass, growing stock, basal area, species
composition, and forest structure and type. This approach will combine the
strengths of both methods. A second approach would be PESVA which will
be based on the concept of forest ecosystem services value (ESV). The ESV
approach should consider the use value (UV) concept instead of total economic
value (TEV). It should also consider the direct use value (DUV) and the
indirect use value (IUV) concepts, which rely more critically on forest
conditions. ESV issum of different components of ecosystem service values.
Periodic monitoring and comparison of indiceswith abaseline could provide
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information about the extent of forest degradation or enhancement. PESVA
needs additional research to create default val ues using available information
and expert consultation. An assessment methodology that can be applied at
the community level where communities are managing forestsisessential. It
a so requires developing simple formats, guidelines and procedures.

Improvement in our understanding of forest degradation is required for
capacity development, commitments at the political and bureaucratic level,
and development of legal measuresto underpin forest monitoring. Thiswill
require the coordination of agencies using remote-sensing data, aswell asan
improved understanding of the diverse nature of local drivers of degradation
and the measurement of opportunity costs. There is also a strong need to
establish an effective national degradation monitoring system.
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Chapter 7

Preparing Institutions for REDD

- Prakash Lamsal** and Rishikesh R. Bhandary*®

Abstract

Reducing emissions from deforestation and forest degradation (REDD) in
developing countries received formal recognition and policy priority after it
wasidentified under the Bali Action Plan. Sarting out asa proposal presented
by Papua New Guinea, Costa Rica and eight other countries, REDD has now
been globally recognized as a crucial component of mitigation efforts and is
rapidly taking shape asthe UNFCCC negotiations proceed. Such a mechanism
has the potential to improve livelihoods and provide other co-benefits, like
biodiversity, while aiding in the global effort to mitigate greenhouse gases.As
emissionsfrom deforestation and forest degradation presently make up around
onefifth of total annual carbon dioxide emissions, any effective global mitigation
effort needstoinclude REDD. (Angel sen and Atmadja 2008). REDD also offers
a cost effective way to mitigate greenhouse gases, while simultaneously
delivering strong co-benefits, like aiding poverty alleviation and conserving
biodiversity. This chapter attempts to assess Nepal's policy and institutional
arrangements in the context of climate change in general, and REDD in
particular. Existing policy and ingtitutional gaps are briefly analyzed, along
with the implications for the implementation of a REDD mechanism.

7.1 REDD: Global and National Context

Nepal has joined hands with its international allies to combat global
desertification, mitigate greenhouse gases and conserve biodiversity by being
a party to the Rio Conventions and the Kyoto Protocol. Nepal ratified the
UN Framework Convention on Climate Changein May 1994 paving way for
agreater international role and voicein the climate change debate along with
meeting the accompanying obligations.

14 Department of Forests, Ministry of Forests and Soil Conservation, Government of Nepal
E-mail: prakashlamsal @mofsc.gov.np
5 The Fletcher School, Tufts University
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Nepal's deforestation and forest degradation rates show that emission
reductions can be achieved in Nepal by amechanism that addressesthedrivers
of these processes. As Ojhaet al. (2008) write, during the period 1979-1994,
forest cover decreased in Nepal by 24% while the shrub area increased by
around 126%. They argue that this is indicative of high degradation rates.
Furthermore, Kotru (2009) arguesthat the deforestation and degradation rates
have increased during the past ten years mainly because of “encroachments,
conversion of farm lands and felling of trees” in the Terai. Asrecent datais
not available for forest related emissions, Kotru argues that the emissions
have significantly increased, resulting in an enhanced potential for REDD-
related projectsin the Terai.

Pokharel and Byrne (2009) have claimed that deforestation and forest
degradation are driven mainly by the “lack of property rights, lack of
institutional capacity and lack of appropriate institutional arrangements for
sustainable forest management”. Hence, if a mechanism is able to address
these issues it will significantly reduce deforestation, and thus can play a
major role in not only sustainable forest management, but in sustainable
development as well.

The CDM process does not include avoided deforestation or carbon stock
enhancements, but islimited to afforestation and reforestation (A/R) projects.
However, for REDD, theinternational debate has shifted from only addressing
deforestation and degradation to including carbon stock enhancement aswell.
CFUGstherefore are ableto meet the criteriaof sustainableforest management
that includes carbon stock enhancement and avoided deforestation with strong
livelihood benefits. Hence, the question is not whether Nepal’s forests have
potential for carbon financing, but to what extend and under what conditions
(Ojhaet al. 2008, Pokharel and Byrne 2009).

7.2 REDD to REDD+: Are CFUGs Nepal’s advantage?

The necessity to address not just deforestation and forest degradation, but
carbon stock enhancements and sustainable forest management practices has
been recognized. Community forests can potentially be included in the
resulting “REDD+” regime. As stands, many community forest user groups
are not in a position to benefit from REDD, because their forests are not
experiencing deforestation or forest degradation. Therefore, REDD would
have to be expanded to REDD plus in order for them to benefit. However,
REDD could benefit areas not currently under community forestry that are
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presently facing deforestation and forest degradation such asin the Terai and
inner Terai.

As per the Forest Act (1993), al forestsin Nepal fall under either National
Forest land or privateforests. Community forests (CFs) are government-owned
forests where the rights have been transferred as per the Operational Plan
agreed on between the community forest user group (CFUG) and the
Department of Forests, through the District Forest Office. Provisionslike the
right to use forest products such aswood and non-wood products are more or
lessclear in groups Operational Plans. However provisionsrelated to carbon
rights and carbon revenue are not included in the plan and thiswill haveto be
sorted out at the regulatory level.

Nepal’s community forests (CFs) are considered to be exemplary of best
practicesin sustainable forest management. Most of these CFsare located in
the mid-hills region. The higher altitudes possess few community forestsin
spite of having high forest cover, as these forests are not very accessible.
Similarly, in the Terai region community forests are also limited, making up
only seven percent of the total community forest user groups (CFUGS)
nationwide, dueto areluctance on the part of theforest department to handover
valuable forest lands. The Teral is also where most of Nepal's deforestation
has taken place during the last 20 years.

Studies indicate that community forest density has increased by up to 21%
per year. Nepal hasatotal of 1.219 million haof community forests managed
by 14,337 CFUGs with 1, 647, 700 households directly engaged in this
process. The average size of a community forest is 85ha. As a result, any
mechanism that is able to incorporate al of the CFs and to expand to new
areas, mainly in the Terai, is bound impact a substantial portion of the
population.

7.3 Addressing sustainable livelihoods

Forests play a major role in the livelihoods of Nepal’s rural communities.
Pokharel and Byrne (2009) write that nationwide 69% of the househol ds use
firewood and 75% of the households collect fodder. However, the level of
dependenceisnot the samefor everyone, since those having accessto private
forestsand other means depend less on community forests. The poorest people
are particularly dependent on forests for a variety of resources like timber,
firewood and fodder.

77



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

Though community forest user groups have prospects to receive financial
benefits for maintaining and enhancing carbon stocks, any mechanism that
regul ates accessto ensure permanence will “ disproportionately and negatively
affect” poor people (Pokharel and Byrne 2009). Thisproblemiscompounded
by the historical and social nature of inequality and access. Therefore, any
mechanism that regulates forest use must simultaneously address livelihood
concerns and the drivers of deforestation.

Furthermore, the extent of revenue flow, under a market system, depends on
the price of REDD credits. If the price of these credits is low and the
opportunity cost of other land use options or management systems is high,
forest carbon revenueswill not be ableto avert pressuresto deforest. Leitmann
(in Vickers 2008) estimates that the price will be sufficiently high to be
effective in many areas where timber production is the main opportunity
cost, but it is unlikely to match the economic benefits of ranching or soya
cultivation in the Amazon.

7.4 Lack of policy and legal coherence

Coordination

Ministry of Environment (MOE) isthe state focal agency for climate change
issues and is also the Designated National Authority (DNA) for UNFCCC.
This ministry has been making decisions regarding the issuance of carbon
credits as well, under the Kyoto Protocol’s Clean Devel opment Mechanism
(CDM). As REDD comes under the aegis of the forestry sector, the Ministry
of Forests and Soil Conservation (MFSC) has recently established aREDD,
Forestry and Climate Change Cell under itsforeign aid coordination division.

The REDD Cell staff consists of expertsfrom forestry research and extension
services. Thisteam worksasatechnical expert group to implement the process
of REDD in Nepal. The MFSC has envisioned a separate division under the
ministry to deal with environmental issues including payment of
environmental services and REDD. The Multi-stakeholder National REDD
Working Group (RWG) isentrusted with the task of making principal decisions
on REDD implementation, support and control of the REDD Cell. This
working group is made up of a wide variety of stakeholders, including
agencies, non-governmental organizations, community forestry networks,
donor agencies, members of indigenous groups, and the private sector. As
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afforestation and reforestation (A/R) activities have already been included
under the CDM (whose DNA isthe MOE), there is a strong possibility that
any REDD mechanism that rewards carbon stock enhancements will need to
beintegrated with A/R activitiesunder the CDM, thereby making it necessary
for inter-ministerial coordination. Although the MOE and MFSC have similar
objectives, noformal institutional linkage exists between thesetwo ministries.

The Climate Change Council, chaired by the Prime Minister, provides
institutional spacefor high-level coordination asit ischarged with overseeing
climate change activities in the country. As this council carries considerable
political weight, it could serve to fill the institutional voids to ensure
coordination amongst the line ministries and divisions.

Cross-sectoral coordination and cooperationisweak and has been very limited.
Though high-level multi-stakeholder forums have been formed and strategic
plans have been formulated, action at the operational level has been lacking.
For example, the National Biodiversity Coordination Committee wasformed
under the chairmanship of the minister of the MFSC in 2003, but it has not
met for the last two years.

National policy instruments created to address climate change are yet to be
synchronized with national development priorities. In addition, there hasbeen
weak coordination amongst the different donor agencies and international
and national non-governmental organizationsworking on REDD and climate
change. Though these entities have been engaged in pilot studies, research,
and awareness programs, such programs have been confined to the capital
and afew districts without much coordination with the government.

Local-level bodies, like district forestry coordination committees, have been
established to mobilize local action and in the spirit of decentralized
governance of natural resources. With renewed emphasison local governance
being placed as the Constituent Assembly debates over the exact nature of
the federal structure, carbon rights and distribution of carbon benefits need
to be clearly defined. Pokharel and Byrne (2009) argue that, because local
bodies have been inactive due to the political conflict, tensions have not yet
emerged between the center and the local bodies. Asthe peace process takes
hold and the local bodies start to exercise their roles in forest governance,
clashes with the central government seem inevitable, unless the
aforementioned issues are properly addressed. The new constitution has the
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opportunity to clearly delineate the devolution of powers. This could help to
overcome existing conflicting roles of different bodies.

An exampleisthelegal incoherence reflected in the Local Self-Governance
Act 1999 (LSGA) and the Forest Act regarding the management of forests
and related revenues. The LSGA gives autonomy to local governments or
“bodies’—especially District Development Committees and Village
Devel opment Committees—to manage natural resourcesincluding air, water,
land and forests. However, these provisions are not aligned with many of the
sectoral acts, including the Forest Act 1993, and thus create legal ambiguities
between local governments and CFUGSs. The question of ownership of forest
resourcesor the stipulation to tax the sale of forest products (possibly including
carbon) will need to be clarified and a benefit sharing mechanism crafted
that can function in afederal state structure.

Tenure Rights

As Staddon (2009) writes, the access rightsto community forestsare detailed
in the operational plan of al CFUGs. One of the main advantages of this
systemisthat the accessrights are clearly defined. However, the Department
of Forests grants such rights for only up to ten years. After this period, the
operational plans must be renewed. As the life cycle of a carbon finance
project will likely be longer than 10 years, thisintroduces amajor element of
uncertainty regarding the CFUG’s ownership over the carbon resources in
the community forest once the tenure period is over.

As mentioned above, access rights are well defined, however, carbon rights
arenot. Theissue of carbon rightsbringsto theforefront the state of devolution
of rightsfrom the center to thelocal bodies. Most of the forests are owned by
the government, but rights over “ standing biomass’ have been granted to the
communitiesaccording to their operational plans. Asthese plansdon’t clearly
mention carbon rights, this issue must be clarified at the regulatory level.
Furthermore, even within the communities, theissue of equity remainscritical .
Without asystem that guarantees special provisionsto the poor and indigenous
groups, a carbon tenure system will be incomplete.

As CFUGs aready exist as formal and recognized units, using the existing

framework for any emission reduction project will have many benefits. For
example, these groups already have accounts that can be used to channel
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funds that could be generated through a REDD mechanism (Pokharel and
Byrne 2009). Nonethel ess, arevenue-sharing mechanism needsto be worked
out to ensure that the financial benefits received address the needs of poor
and indigenous groups and others who may be impacted by a REDD
mechanism.

The current revenue distribution system could serve asaprecedent for sharing
carbon revenue. Currently, CFUGs retain the entire revenue from the sale of
forest products except for high value products. These high value products
aretaxed at 15% if they are sold outside of the CF. Similarly, the government
could tax the proceeds that the CF gets from a carbon finance project. The
exact modalities will have to be worked out, depending on how the
negotiations play out. Thisis described in more detail below.

If only a REDD mechanism comes into effect, without including forest
enhancement, this will not be to the direct benefit of existing community
forest user groups. Ascommunity forests have already been working on carbon
stock enhancement and they have been effectivein halting degradation, only
new community forestswill benefit from such amechanism. Thiscould create
perverse incentives for existing CFUGs to degrade their forests. Without a
regulatory intervention that compensates existing community forest groups
for their rolein sustainabl e forest management, the ultimate goal of emissions
reductions may not be achieved.

If aREDD plusmechanismisadopted, however, CFsare positioned to benefit,
but still face many technical challenges, like proving additionality, which are
described in the next section. This demonstratesthe need for an activeroleto
be played by the government to set aregulatory process that will ensure that
they benefit from any global forestry related emissions reduction mechanism.
What is beyond doubt is that the formal recognition of rights and tenure of
CFUGs will be a comparative advantage for Nepal. However, challenges
still remain in terms of establishing clear rules for carbon tenure.

7.5 Challenges in the global REDD architecture

In order for REDD to be an effective mechanism, it will have to satisfy a
number of technical criteria, including additionality, leakage and permanence.
An exploration of these three critical areas will help to elucidate how
ready Nepal is, through institutional and policy processes, for a REDD
mechanism.
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Additionality

The fundamental concept of additionality is this basic question: Would the
emission reductions have occurred if the activity were not implemented as
an offset project? Though this definition has been extremely contentious
particularly in CDM projects, additionality is nonethel ess essential to ensure
environmental integrity. If binding emission targets are being met with credits
generated from emission reductions that would have happened regardless,
this undermines the mitigation goal. As a result, scholars like Karky and
Banskota (2007, 2009) have expressed concern regarding the eligibility of
CFs, even under a REDD plus system.

The Department of Forests requiresthat the communitiesinclude sustainable
forest management in their operational plans. Therefore, as sustainableforest
management occurs in the CFs, even in the absence of a REDD plus
mechanism, CFs would not fulfill the additionality requirement. However,
forest areas that have not yet been handed over to CFUGs would be more
likely to meet this criteria. Therefore, even by progressing to a REDD plus
mechanism from a REDD only one, the question of additionality is not
addressed and could result in the disqualifications of many CFs.

A possible remedy isin the choice of the baseline year. Most of the CFUGs
were establishedin thelate 1980s and early 1990s. These areas did experience
significant degradation and deforestation before this period. A baseline year
that is set before the establishment of the CFUGs would demonstrate the
carbon stock enhancement activities of these groups. However, the setting of
the baseline depends partially on the outcome of international negotiations,
and still does not fully address the additionality issue.

L eakage

The criterion of no leakage requires that a reduction in carbon emissionsin
one area does not result in increased emissions in another area. Leakages
aready occur under the existing community forest system, in which some
CFUGs protect their own forests and use the adjoining government forests
for their livelihood needs, including fuelwood collection, timber and livestock
grazing. This is primarily the result of weak enforcement mechanisms of
government bodies.

Furthermore, the extent of leakage will be, in part, influenced by the scale of
the baseline and crediting. For example, if we have a unified national-level
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baseline and crediting system, reductions that take place in the community
forests may be canceled out and voided by the increase in emissions from
encroachments in government forests. Hence, if a national baseline and
crediting approach are used, Nepal may not receive any net credits at all.

The voluntary carbon market has provided methods for monitoring leakage.
Aslivelihood options are amajor concern for Nepal, leakage must be seenin
thislight aswell. Restricting land use options for local people and enforcing
contracts that limit access to resources could very well aggravate poverty.
This needs to be given further attention in considerations for the design of
leakage monitoring mechanisms.

Permanence

There are two fundamental issues that determine whether the permanence
criterion can be met:

1. The period of time and extent to which communities’ forest use and
tenure rights are formalized; and

2. Whether it isin the economic interest of the rural communities (i.e.
whether carbon isworth more than other alternative uses of the forest
land)

Regarding forest rights, CFUGs are not registered under a particular time
frame. The accessright that the Department of Forests grants the user group
is however limited by the operational plan. These operational plans are
renewable every 5-10 years depending on the user group. Asthe user groups
haverightsto operate aslong asthey arelegally allowed to do so, permanence
can be assured with the current legal and legislative framework aslong asthe
operational plansare renewed on aregular basis. However, any legislation or
action that denies the rights of the community forest user group will affect
the permanence of the carbon sequestered in the forest. Furthermore, unclear
accessrightswill also dampen investor confidencein such projects, especially
in the case of the voluntary market. Conversely, any operational plan that is
able to address the aforementioned drivers will significantly reduce
deforestation. Such a plan will also aid in ensuring permanence.

Next, any long-term carbon finance projects that CFUGs enter into will limit
other land use options. Since under a market-based carbon offset scheme, the
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financial rewards that the CFUGs get will be contingent upon the price of
carbon, areduced price of carbon will increase the opportunity cost of other
options. Unforeseen climatic changesmay al so necessitate greater use of forest
services for adaptive purposes than agreed to in the contract, thereby placing
forest users under undue pressure. These factors will determine whether the
driversof deforestation and forest degradation can be checked in thelong term.

Along with the issues mentioned above, we must duly recognize that Nepal
is a country recovering from a decade-long conflict. Staddon (2009) writes
that ensuring permanence will be difficult when there are “ areas with unclear
land ownership, political instability and conflicts.” Political stability will
play amajor role in determining enforceability of contracts, without which
permanence cannot be guaranteed.

7.6 Conclusion

Forestry is a dynamic sector, which could be further affected by a rapidly
evolving mechanism that will address emissionsfrom deforestation and forest
degradation and promote carbon stock enhancement. Policy, legal and
organizational instruments must be flexible enough to address new
developmentsthat emerge from international climate negotiations. Whilethe
development and institutionalization of participatory forestry programs over
the years has been encouraging, a regulatory framework must be devised to
ensure the effective involvement of all relevant stakeholders (Kotru 2009).

Thechallengeisto develop anational framework and policiesthat areflexible
and compatible with those international regulations that will be worked out
in subseguent negotiations. Such aframework must be firmly placed within
the broader context of Nepal’s priorities on poverty reduction and inclusive
local social development.

The government’s low capacity to implement its own policy, coupled with a
seriously lacking inter-ministerial coordination, haveleft many uncertainties
and grey aress. The exact role of different state agenciesand their coordination
must also be made clear, along with the synergies that can be realized with
the support of civil society networks. This requires an urgent need for inter-
agency cooperation and institutional capacity building within the MFSC and
its departments. Moreover, as negotiations are still underway, Nepal must
put forward issues and options that take into account and strive to addressits
institutional strengths and weaknesses.
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Chapter 8

Review of Studies on REDD in Nepal:
Status, Gaps and Ways Forward

- Eak Rana'®and Keshab R. Goutam®’

Abstract

Nepal isin the process of preparing a national REDD strategy. Individuals,
groups and organizations have embarked on various initiatives in this
regard. This paper reviews studies on REDD in the context of Nepal. This
review reveal sthat most of the studies have had difficulties estimating forest
carbon stocks, while others have tried to establish links between these
carbon stocks and revenue generation for livelihood benefits. While some
scholars have shown that a REDD scheme could significantly contribute to
poverty reduction, others do not agree and suggest developing a scheme
that incor porates payments for carbon enhancements through sustainable
forest management instead. Though the use of internationally accepted
methodol ogiesto estimate carbon in different poolsis promising, the applied
default values seem inconsistent among the studies. The studies were also
confined to community forests, excluding three quarters of the country’s
forest areas. Smilarly, very few studiesfocus on the Terai and high mountain
regions. This chapter suggests a need for further assessment of
complementary activities and finding ways to consolidate various REDD-
related initiatives being undertaken in Nepal. It also highlights the need
for wider consultation and dialogue among government and civil society
to define an equitable payment mechanism, clarify forest and carbon tenure
regimes, and address issues concerning the rights of indigenous peoples
and forest dwellers.

16 REDD Project Coordinator-ICIMOD
17 Assistant Research Officer, DFRS
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8.1 Background and intent of the paper

The 13" Conference of Parties (COP) of the United Nations Framework
Convention on Climate Change (UNFCCC) held in December 2007 in Bali,
Indonesia brought the forestry sector into the climate change framework
through a new approach called Reducing Emissions from Deforestation and
Forest Degradation (REDD). Reducing emissions from deforestation and
forest degradation has long been considered a potential area for abatement,
and it is possible that a mechanism will finally be agreed upon during the
COP-15 meetings in December 2009 in Copenhagen.

Some REDD-related activities have been initiated in several countries with
the support of multilateral institutions. Under the Forest Carbon Partnership
Facility (FCPF) of the World Bank, Nepal has also embarked upon programs
to strengthen its readiness for REDD. As the potential REDD mechanism
will probably go into effect once the first commitment period of the Kyoto
Protocol expiresin 2012, Nepal needsto be ready on all fronts ranging from
institutions to technical capacity (Kotru 2008).

Numerous studies have already been initiated by non-governmental
organizations. For example, to assessthefeasibility of REDD in Nepal, WWF-
Nepal undertook a study in the Western Terai region. Similarly, through its
Kyoto: Think Global Act Local project, ICIMOD carried out carbon
accounting studiesin three different ecological regions of Nepal. Individual
researchers and university students have also contributed to thisinitiative by
carrying out REDD-related research and case studies on different scales. These
initiatives haven't been carried out with proper coordination amongst different
groups. This poses a problem to feed the results into a process to make a
coherent REDD strategy. We strongly feel the need to consolidate research
findings and experiences so that national actors of the REDD initiative can
make informed decisions.

Asthe architecture of the proposed REDD program is still being negotiated
and worked out, we can presume that any REDD program will need to have
acredible carbon monitoring system, information collection and management
infrastructure, institutional setup, and mechanismsfor participatory decision-
making and equitable benefit sharing. Thischapter attemptsto review, analyze
and consolidate REDD related studies conducted in Nepal. More specifically,
the paper encompasses the following objectives:
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e Assemble aset of REDD-related studies conducted in Nepal
e Review and analyze the focus of the studies
o |dentify the gaps of REDD initiatives and explore future actions

8.2 Methodology

This chapter isentirely based on an extensive literature review. In particular,
10 REDD-related studies, carried out by domestic and international university
students and organizations, were reviewed. During the review, the studies
were categorized and analyzed to synthesize the information on the following

key aspects:

e Study focus
e  Study methodologies used
e Magjor findings

8.3 Findings
Sudy profile and geographic focus

Out of the total 10 studies reviewed, nine were individual studies conducted
by university students. Half of the studies were undertaken by undegraduate
students (BSc) of the Institute of Forestry, Tribhuwan University, Nepal as
their theses. The next half included three masters degree theses, a doctoral
dissertation and a study conducted by an organization (see Table 8.1 below).
Magjority of the studies were carried out in 2008 while three were carried out
in 2005 when the idea of REDD had not fully emerged in the global context.
Except for one of the studies, which covered community forests of the high
mountain region, aimost all of the others focused on the middle hills only.

Focus and key dimensions of the studies

Table 8.2 illustrates the key dimensions covered by the reviewed studies as
categorized under the focus areas mentioned above. A majority of the studies
have concentrated on the estimation of carbon stock. Some studies have given
duefocusto valuing environmental servicesincluding carbon sequestration,
and thus exploring the prospects for REDD in Nepal.
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Table 8.1 Profile of studies reviewed

Stud Study by Study Level and
Numb)e,:r Author(s) and Associated Study Area
Year University/Organization
Studyl |Singh, P.B. 2005 |BSc, Tribhuvan Kusunde CF,
University, IoF Nepal Kaski district
Study2 |Bhandari, S.K. BSc, Tribhuvan Kafley CF,
2008 University, IoF Nepal Lalitpur district
Study3 |Ranabhat et al BSc, Tribhuvan CFs of Kaski
2008 University, loF Nepal district
Study4 | Shrestha, B.P. BSc, Tribhuvan Two CFs of
2008 University Palpa District
Study5 |GC, D.B. 2008 BSc, Tribhuvan Singana VDC,
University Baglung district
Study6 | Adhikari, K. 2005 | MA, Environmental Sunaulo
Science, Tribhuvan Ghaympe Danda
University CF, Kathmandu
district
Study7 |Dahal, Y. 2008 MSec, Tribhuvan CFs of Palpa
University, IoF Nepal district
Study8 |Rana, E. 2008 MSc, Technical Torikhet CF,
University of Menchen, |Dhading district
Germany
Study9 |Karky, B.S. 2008 |PhD, University of Manang, Lalitpur
Twente, the Netherlands |and Ilam districts
Study10 |Nepal Foresters’ | WWF Nepal Kailali, Dang,

Association, 2008

Nawalparasi,
Chitwan and
Morang districts
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Table 8.2 Key focus and dimensions of the studies

Key Dimensions of the Supported
Study Focus Study by
Unilinear Quantitative Methodologies Study 1, 2,
Analysis of carbon storage Spatial coverage of carbon | 3,4,5& 6
estimation
Carbon pool
Valuation of Carbon Define Environmental Study 7, 8,
Sequestration and Water Services 9&10
Supply Services Valuation Methodologies
Feasibility study of REDD | Precondition and technical
issues of REDD
Analysis of Deforestation Analysis of deforestation Study 10
trend in Nepal
Policy Review and Scope of REDD in Nepal Study 8, 9
Livelihood Impact Impact of REDD on local & 10
Policy issues Livelihoods of forest users
Poverty Reduction through | Benefits of carbon trade Study 4
carbon trade

One of the studies (Study 10) has attempted to analyze deforestation trends
in Nepal. Some studies have also reviewed existing forest management and
environment related policies. Three studies (Studies 8, 9, 10) have examined
the potential impact of REDD on the livelihoods of forest users.One study
(Study 4) has paid special attention to the role of carbon trading in reducing
poverty incidence among local forest users in Nepal. Study 9, a doctoral
dissertation, has estimated the carbon stocksin various eco-regions of Nepal
with an emphasis on identifying carbon trade opportunitiesin the community-
managed forests of Nepal.

Carbon estimation: speciesfocus and coverage

All of the studies that estimated carbon sequestration focused on community
forests. Some of the studies have focused on calcul ations of a single species
while others have computed carbon sequestration estimates for a particul ar
community forest to assessits carbon trading potential . Some of these studies
have also gone further to assess the potential of the carbon market to reduce
poverty. Thus, thereis considerabl e variation in the obj ectives, methodol ogies,
scope and findings of the studies (see Table 8.3).
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Table 8.3 Carbon estimation and spatial coverage of reviewed studies

Focus of Carbon

Spatial Coverage Estimation

Carbon calculation of single Community

forest CFUG

Comparative Calculation of Carbon in

seven Community Forests of different tree Pinus roxburghii and

Schima-Castanopsisforest

species

Per ha Carbon sequestrating calculation Carbon estimation based
based on secondary information on ICIMOD information
Carbon calculation of two forest species Schima Castanopsis and
of Single Community Forest Shorea Robusta

Carbon calculation of single species Bamboo

Carbon estimation: carbon pools considered

As indicated by IPCC (2003) and McDicken (1997), most of the studies
estimating carbon content focus on five different carbon pools: above ground
biomass, leaf litter, dead materials, below ground biomass and soil carbon,
as depicted in Table 8.4. The studies that were reviewed have followed the
same approach. Some of the studies, because of associated limitations, have
avoided soil carbon content estimation. All of the studies have used ground-
based inventory methods for carbon estimation.

An alometric equation developed by MPFS has been used to calculate
standing tree biomass. A few studies were found using a biomass table
prepared by DFRSto cal culate tree biomass of morethan 5 cm dbh (diameter
at breast height). All of the studiesfollowed the destructive harvesting method
to calculate undergrowth—seedlings and saplings of less than 5 cm dbh.
Oven-dried biomassfor dead materialsand litter was estimated by laboratory
analysis. Below ground root biomass was calculated using a default value
referred to by various authors (Studies 1,2,3,4,5 and 6). Soil carbon was
estimated using the Walkey-Black wet oxidation method in al of the studies.A
minor variation in computation techniques for aboveground biomass was
found. However, most of the authors applied the equation devel oped by MPFS.
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Table 8.4 Carbon pools and their estimation methodologies

Carbon Pools Methodologies of carbon estimation at different pools

1. Carbon% = 100-{ash wt. + molecular wt. of O2 (53.3) in
C6H1206)} (Negi et al 2003)

2. In (W) = atb*In (d)

Forest where, W= aboveground oven dry biomass of the tree (kg)
Above ground Inventory, d= dbh (cm) a,b= parameters
i Allometri
biomass Eqnaio | 3. Stem Volume, In (V)= a+b*In (dy+c*In (h) (Sharma and
quation

Pukkala, 1990)

Biomass= V*dry density of wood (Chaturvedi and
Khanna, 1982) wt of branches and leaves were taken as 45
and 11% of the stem

1. Oven dry biomass, laboratory analysis

2.Y (kg)=aDb
where D=d at 15 cm above ground in cm (Hasse and Hasse

Undergrowth | 1y 0 tive | 1995)
live and dead harvestin
biomass & 3. ODW=[TFW-{SFW-SODW}]/SFW (Lasco et al, 2005)
ODW=0Oven Dry weight, TFW=Total fresh weight (g),
SFW=Sample fresh weight (g) and SODW=Sample oven
dry weight (g)
1. For coniferous, 0.25*aboveground biomass for
broadleaved, 0.3*aboveground biomass (FAO, 2000)
Below ground gzzaogt 2. 30% of aboveground biomass (Nepal, 2006)
; u
(root) biomass value 3. 46% of aboveground biomass (Cairns, 1997)
4.12.5% of shoot biomass (Houghton et al, 2001, Achard
et al, 2002, Ramankutty et al 2007)
Walkley- 1. SO_C3 den§ity (t ha'1)=0.rganic C (%)*Soil Bulk Density
) Black's Wet | (kg/m™)*thickness of horizon (m) (Page et al, 1982,
Soil Carbon Oxidation | Chabbra et al, 2002)
method 2. Total SOC=SOC density (t ha™!)*Forest Area (ha)

Socio-economic valuation of carbon sequestration

Oneof thereviewed studies attempted to carry out a socio-economic valuation
of carbon sequestration and domestic water supply for two mid-hills
community forests. The replacement cost, market price and marginal damage
cost methods were used for the valuation of carbon sequestration, whereas
contingent valuation and avoided cost methods were applied for calculating
the economic contribution of CF in domestic water supply. The study found
different monetary valuesfor these environmental servicesof theforests(Table
8.5). The study suggests aneed for devel oping biomass model sthat can capture
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the carbon dynamics of different forest management regimesand of individual
forest species. The study also serves to find the quantity of avoided carbon
emissionsand carbon enhancement of variousforest regimes. Thisal so paves
theway for defining performance based payment mechanisms of varied forest
management regimesin Nepal.

Table 8.5 Socio-economic valuation of carbon sequestration and water supply

Themes of Average monetary
Economic Methodologies Used value of per unit ton
Valuation of carbon in US$
Carbon Replacement Cost Method 24.25
Sequestration | 1. yeet Price Method 27.57
Marginal Damage Method 28.35
Domestic Water | Contingent Valuation Mean willingness to
Supply (stated preferences method) pay hh'31.3
Avoided Cost Method Value of Water Supply
Service per ha 5,438

Analysis of deforestation trends

Thestudy conducted by WWF in collaboration with NFA included an analysis
of deforestation trends in Nepal. A range of techniques, including GIS and
Remote Sensing, were used to identify the status of forest cover change in
five districts, one from each of the five development regions of the country.

Table 8.6 Methodologies used for analyzing deforestation in Nepal

M ethodologies Used

Satellite data acquisition of five district using GIS and Remote Sensing

Geo Tiff file format of Landsat data acquired from Global Land Cover Facility/
Earth Science Data Interface

Carried out Layer Stackinig Operation

Calculated Normalized Difference Vegetation Index (NDV1) of all sets of images
using Red and IR bands of image

Areacalculation of both forest and non-forest using mosaic preparation
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Review and assessment of policy

Studies 8, 9 and 10 have reviewed international policy negotiations related
to REDD, climate change and the carbon market. Study 8 has analyzed policy
and legislationsin the forestry sector and other relevant policies that adhere
to climate change and the carbon market. Study 9 reviews a wide range of
perspectives on international policy accords and national policies . Existing
forest management regimes and potential implications of a REDD scheme
have also been analyzed in this study. A summary of the studiesis presented
in Table 8.7 below.

Assessment of potential impact of REDD on local livelihoods

Study 9 has attempted to assess the potential impact of the REDD initiative
on the livelihoods of forest users based on the assumption that the existing
forest resource collection practices in community forest would change to
meet REDD requirements. The study reveal ed that forest userswould benefit
less from carbon trading in a REDD mechanism unless co-benefits are
generated from forest conservation. The study suggeststhat sustainableforest
management coul d be one of the best optionsto enhance carbon stockswithout
compromising forest product collection by forest users. On the economic
impact, the study revealed that additional household earnings from REDD
contribute only insignificantly to the economic enhancement of the poor and
the marginalized unlessthereis afair distribution of carbon revenues firmly
put in place.The study highlighted the possibility of elite capture when
monetary flows begin through REDD in the absence of aformal and obligatory
benefit-distribution mechanism.

Carbon trade and poverty reduction

Study 3 was concerned with assessing the contribution of carbon revenuesto
reducing persistent poverty among forest users. The study, conducted in a
CF located in the mid-hills, has estimated an earning of NRs.189,487 per ha
of CF annually if the sequestrated carbondioxide istraded at the rate of US$
6 per ton. The study has concluded that additional earnings from carbon can
lower the existing poverty incidence of 59% to 1.6% within a period of 25
years (Table 8.8).
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Table 8.7 Policy analysis, methodologies, contents and findings

Policy Methodologies Analyzed Findines
Coverage Used Contents g
International Price missing of ecosystem
policy services-economic perspectives
initiatives, and human right perspectives-
International protocol and polluter pays principles are
. treaty responsible for emergence of
Policy .
arrangements climate change and carbon market
g Backdrop ahead | including REDD issue for creating
to evolve REDD | mechanism of positive incentives
principle to individuals, communities and
countries.
oo Nepal has ratified and accessed to
Harmonization . . .
of Forestry international framework, treaties
. and protocal including UNFCCC,
Sector Policy to .
REDD Kyoto Protocol, Convention on
. Biological Diversity and already
requirements

National forest
management
policies and
institutional
arrangement

Literature review,
Internet surfing
and review of
National Policy
related to forestry
sector as well as
other relevant
legislations
including Interim
Plan, Local Self
Governance Act,
National
Conservation
Strategy, Interim
constitutions

abided by ILO 169 and UNDRIP.

Forestry sector
institutional
arrangements
and existing of
monitoring and
communication
systems

Majority of forest management
policies and legislation were
formulated before the inception of
climate change and carbon market
idea. Existing policies don't clerly
feature the provision of Payment
for Ecosystem Services. Forest
policies also lacks to define
explicitely concerns of indigenous
peoples and forest dwellers in
distributing forest resources based
on their level of livelihood and
cultural connectivity with forest
and their contribution in
conserving forest.

Forest
management
regimes and
contribution in
REDD principle

Nepal is managing its forest
through variety of management
practices. Forest transitions and
their contribution to abate
deforestation and forest
degradation vary among the
foreand the forest of different
regimes.

Pre-condition of
REDD and
Nepal's Status

Nepal has little capacity and
institutional setup for defining
historical deforestation trends,
consistent methodologies of
monitoring. Strategies are
insufficient to avoiding leakage,
non-permanence, additionality.
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Table 8.8 Assessment of carbon benefits in reducing poverty

Methodology Content of Analysis Findings
PRA tools (HH survey, A total amount of NRs.
group discussion and key 189,487 per hectare of CF
informant survey for Annual income of CF could be earned every year
socioeconomic data through carbon trade if per tCO, is traded at the
collection Contribution of Carbon | rate of US$ 6

trade to reduce poverty
Secondary data (ICIMOD of forest users Th}S revenue can 1ower the
2006) for biomass and existing poverty 111‘c1c'16nce
o of 59% to 1.6% within a
carbon stock estimation .
period of 25 years

8.4 Discussion

Amidst evolving interest ina forest carbon market through an innovative
REDD mechanism, arange of related studies have been undertaken by various
individuals and organizations in Nepal. Most of the studies have confined
their focus to carbon stock estimationsin community forests. Thisindicates
the widely acknowledged role of community forestsin playing astrong role
in conservation. Studies undertaken after 2005, when the concept of carbon
marketsrapidly evolved through the Kyoto Protocol, have linked forest carbon
stocks with their economic value.

One study, bearing strong policy relevance, has attempted to analyze historical
deforestation trends in Nepal. Angelsen et al.(2008) highlights that some of
the submissions on REDD to the UNFCCC suggest defining a historical
deforestation rate and distinguishing it from the business as usual (BAU)
and crediting baselines.

Like deforestation, forest degradation is another important source of
emissions. As both deforestation and degradation have been recognized in
the Bali Action Plan asareasfor mitigation activities, it isessential to measure
forest degradation to appropriately address it. However, none of the studies
reviewed have taken degradation into account. According to the IPCC (2003),
monitoring, reporting and verifying (MRV) deforestation and forest
degradation hastwo components. monitoring changesin forest areaby forest
type; and monitoring the average carbon stock per unit area and forest type.
According to Karkyet al. (2008), areference scenario for forest degradation
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ismuch more difficult to establish that that for deforestation because most of
the degradation cannot be detected from remotely sensed imagery. Asaresult,
none of the reviewed studies have addressed degradation.

Studies fully examining potential payment mechanisms are also lacking.
Angelsen et al. (2008) suggest that REDD should go beyond its climate
objectivesto includethe provision oflivelihood benefits and poverty reduction,
and the protection of rights and biodiversity. They also highlight the
importance of equity considerations, including thefair distribution of benefits
between and within countries and groups.

Some of the studies have explored potential livelihood impacts of REDD
projects on local forest users. These studies do not differentiate the level of
dependency that different users within a forest user group have based on
their economic background, ethnic group and cultural groups. ICIMOD, in
collaboration with ANSAB and FECOFUN is piloting a project in three
watersheds of Nepal to establish a national governance and payment system
for emissions reductions through the sustainable management of forests,
including the distribution of benefits to indigenous peoples and forest-
dependent communities (K. Oli personal communication 2009).

Most of the studies that have provided insights into international policies
have focused on policy review and analysis. A PhD dissertation (Study 9)
has illustrated the backdrop of the emergence carbon markets and climate
change issues. Economic and humanitarian perspectives described in this
dissertation have given a clear indication of the reasons why the global
community came up with a binding agreement—the Kyoto Protocol.

Governance and the distribution of benefits from carbon sequestration, both
at the national level and within groups of forest dwellers, indigenous peoples
and forest dependents, are two growing concerns about REDD. Dhakal (2008)
highlights that REDD activities can weaken a community’s control over its
local resources. Nonetheless, only afew studies have madeinvestigationsin
thisregard. Similarly, Pokharel et al.(2008) have pointed out that ademacratic,
open and inclusive, multi-stakeholder action group could be a good vehicle
for implementing REDD.

The REDD-Forestry and Climate Change Cell has been established as a

separate unit under the Ministry of Forests and Soil Conservation (MFSC)
and has been working as the focal point of the World Bank’s FCPF. With
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support from FCPF, the Cell has been |eading the process of preparing Nepa's
Readiness Project Proposal Plan (RPPP), following approval of the Readiness
Plan Idea Note (R-PIN) in 2008. Thisisthe first phase of the World Bank’s
Forest Carbon Partnership Facility (FCPF) that aims to build the capacity
needed to operate a REDD mechanism nationally. We must also assess how
effectively the REDD-Forestry and Climate Change Cell has been functioning
to set up anational REDD strategy.

Increasing the institutional and human capacity at the national, regional,
district, sub-district and community levelsis one of the key strategies needed
for development of aREDD Program in Nepal (Pokharel et al. 2008). Studies
are also needed to evaluate the extent our existing institutional and human
capacity meetsthe demands of an effective REDD implementation in Nepal.

8.5. Conclusions and ways forward

Except for asingle study that was carried out in the high mountains, all of the
other studies that did forest inventory related calculations were confined to
the mid-hills. Community forests have been reasonably successful in
rejuvenating degraded forests in the mid-hills. Since REDD is proposed for
both the national and sub-national levels, we need estimates of forest biomass
for community forestsinthe Terai, aswell as state-managed forestsin different
ecological regions and socioeconomic settings.

Past studies have adopted international ly approved methodol ogiesto measure
carbon stock. Maintaining consistency among the studiesisimportant, while
measuring forest carbon within a country. Though some encouraging
initiatives are aready taking place, further efforts are needed to pave the
way for future REDD actions.

Consultation, coordination and cooper ation

Though REDD has only recently emerged as a widely recognized essential
component of any global GHG mitigation agreement, Nepal has already been
able to receive several funding opportunities to pilot REDD activities. The
REDD Cell has been functioning as the focal point for the World Bank’s
FCPF REDD program which has mainly targeted capacity building. NEFIN’s
REDD awareness project and governance and payment system project by
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ICIMOD and its partners are being operated with the support of NORAD.
WWF in partnership with Winrock International Nepal isundertakingaREDD
methodology project. CARE Denmark has funded a COP 15 project and is
being implemented by CARE Nepal in partnership with FECOFUN. Bilateral
projectsincluding SNV and LFP are also undertaking awarenessraising and
capacity building activities. These examples serve to show that major
synergies can be realized if these and future activities move forward in a
coordinated manner, complementing each other and contributing to the overall
goal of an effective national REDD strategy.This requires constant dialogue
and consultation among theimplementing organizations, civil society groups,
indigenous peoples and forest-dependent communities. The Ministry of
Environment, thefocal point of UNFCCC, should be brought to the forefront
of the REDD debate and discussion.

L and tenure and owner ship

Forest and land tenure, ownership and concerns of indigenous peoples, forest
dwellers and forest dependents are key issues of the emerging REDD
architecture. Community Forest User Groups in Nepal are endowed with
collective use rights, while the tenure of land still rests with the government.
Moreover, forest policies and regulations do not explicitly reflect the rights of
IPsand forest dwellerswithin forest user groups. The collectiverights of forest
users are shaped by an operational plan, which is normally approved for a
period of fiveto ten years. The plan becomes effective once the District Forest
Officer or the Regional directorate approvesit. Asthetime horizon for REDD
projects will likely exceed the time duration for which tenure is granted, it is
crucial to define aforest tenure system and carbon ownership arrangement that
isfully compatible with the REDD process currently under negotiation.

REDD or REDD+?

The original idea of REDD mainly concerns creating positive incentives
for reducing deforestation and forest degradation. REDD+ takes a wider
approach by incorporating carbon stock enhancements through sustainable
forest management and conservation, with explicit recognition of co-benefits
like biodiversity conservation, socioeconomic development, ecosystem
services and livelihood improvements. Nepal's forests are under different
management regimes and this has implications for the extent of benefits
that can be realized.
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Asonefourth of thetotal forest areaisunder community-based management,
this area benefits from REDD+ as CBFM is an instrument that abates
deforestation and degradation and enhances carbon stocks through sustainable
forest management. On the other hand, state-managed forests where
deforestation and forest degradation is rampant will potentially benefit from
REDD. An alternative could be to deal with REDD and REDD+ separately
for state-managed and community-managed forests, respectively. A logical
assessment is required for determining the best choice among the optionsin
order to pursue anational level REDD strategy.

I ssues of indigenous peoples, forest dwellersand forest dependents

Issues related to land tenure, property rights and customary rights of
indigenous peoples, forest dwellers and forest-dependent communities
needsto be settled prior toinitiating REDD activities. Nepal isasignatory
to the ILO Convention 169, obligating it to recognize the rights of
indigenous peoples (UNDRIP 2007).Broad stakeholder consultations must
be held with IP groups so that their concerns and interests are duly reflected
in Nepal’s REDD strategy.

Review of institutional restructuring and strengthening

The government’s initiative to establish the REDD-Forestry and Climate
Change Cell under MFSC is recognized as an encouraging step. The Cell is
expected to facilitate the preparation of the Readiness Proposal Plans under
the World Bank’s FCPF. A review of larger bodies like MFSC and relevant
civil society organizationslike FECOFUN should be conducted, particularly
in light of their vertical organizational structures to ready these institutions
for REDD+.

Policy review and reforms

REDD is arecently developed approach for recognizingand supporting the
role of standing forestsin combating climate change. Nepal’s policiesrelated
to forest management should be reviewed and customized to meet the
requirements that will most likely shape the REDD mechanism. Studies are
required to assess to what extent forest management policies are supportive
of aREDD mechanism.
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I nfor mation management and communication strategy

An assessment of the existing information management infrastructure is
urgently needed to find out whether current technol ogies and human resources
will able to meet theinternational standardsfor REDD. Similarly, increasing
the level of awareness amongst government personnel, private sector actors,
civil society groupsand forest users, including indigenous peoples and forest
dwellers, is an urgent task without which REDD implementation will be
extremely difficult.FormulatingaREDD communications strategy through a
consultation processwill hel p to enhanceinformation management for REDD.

Payment distribution structuring

A much more thorough assessment of the level of forest dependency of users
of different economic, ethnic and cultural backgroundsin needed to understand
the potential impact of REDD on their livelihoods. This understanding will
beinstrumental to designing an appropriate payment distribution mechanism.
Reviewing the existing practices of benefit distribution between the state
and forest user groups would be the first step towards understanding these
dynamics and their implications for a pro-poor REDD program in Nepal.
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Chapter 9

Carbon Finance and REDD: Lessons and
Ways Forward

- Rishikesh R. Bhandary*®

Abstract

Reducing emissionsfor deforestation and degradation has achieved renewed
attention after it was placed under the Bali Action Plan during COP-13 in
December 2007. There had been many attempts to include avoided
deforestation under mechanisms like the Clean Development Mechanism
(CDM), but because of many unsettled technicalities and the fear of generating
excessive hot air this had not been accomplished. The compromise position
in COP6 was to allow afforestation and reforestation (A/R) under the CDM
and to move avoided deforestation and land use changes and degradation to
the purview of the Adaptation Fund.

Viana (2009) argues that deforestation is mainly driven by the “ perception
of economic gains and not by ignorance, irrationality or stupidity.” In order
to prevent deforestation, therefore, actors need to be convinced that it is
more economically beneficial to keep the forestsintact than to cut or degrade
them. Efforts to reduce deforestation have taken the form of either national
regulations and law enforcement or domestic and international incentives
for sustainable forest management. Traditionally, governments have
formulated | egal instrumentsto address deforestation. However, these efforts
have not been supported by funds through national sources. International
bodies have not paid enough attention to forests either. Until recently, the
World Bank considered investments in forests to be too risky (World Bank).

This chapter reviews carbon financing mechanisms available for emission
reduction projects under the proposed REDD system. The majority of the
chapter will focuson lessons|earned fromthe Clean Devel opment Mechanism
and the voluntary markets. It is hoped that this review will help to shed light
on how Nepal needs to ready itself to compete internationally for REDD
finance, and what it can realistically expect from a market-based system.

18 The Fletcher School, Tufts University; E-mail: rishikeshram@gmail.com
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9.1 Trends in deforestation; global characteristics

Country level emission data are still being developed and this gap makes it
difficult to do cross-country comparisonsto assessthe rel ative attractiveness
in terms of REDD projects. Table 9.1, excerpted from WRI’s (2008) report,
shows two studies that it has carried out. Two countries alone account for
almost half of the world's deforestation related emissions. Brazil’s share is
25%, while Indonesia’s is 23%. Forested lands are under severe pressure
from cattle and soya industries in Brazil and pulp and palm oil industriesin
Indonesia. These products are mostly traded and bilateral trade flows can be
analyzed to pinpoint the flow of these commodities. In addition, there are
only a handful of prominent enterprises that dominate these industries. The
high transaction costs of REDD encourages companiesto seek large projects
to exploit economies of scale. This will divert the financial flows to these
two countries. As a result, these countries offer immense opportunities to
achieve magjor emission reductions.

Nigeria, Democratic Republic of Congo and Burma are the next three top
emittersfrom deforestation collectively accounting for 13% of thetotal (WRI
2008). Because of weak governancein all three of these countries, it islikely
that investors will stay away from them.

The statisticsin Table 9.1 below refer to net emissions, assuming that 3 tons
of carbon are equivalent to 11 tons of carbon dioxide. Global Timber's
“Informal Note” (2009) argues that the net emissions actually underestimate
the emissionsasthelist includes countrieslike Brazil, Malaysiaand Indonesia
that have expanded plantations at the cost of biodiversity and local
communities.

This uneven distribution of forest-related emissions showsthat REDD has a
strong potential to act in a similar manner to the CDM in terms of project
distribution. China, Indiaand Brazil arethe hosts of most of the CDM projects
and based on a cursory assessment, Brazil and Indonesiawill be the favorite
destinations of project developers. Project devel operswill instinctually prefer
least-cost abatement options where they can obtain the maximum number of
credits. These countries are the most likely sources of the cheapest credits.

It is important for Nepali policy makers to understand how it can create

national preparedness so that it can be amajor player in the market. To do so,
the expectations of the credit buyers need to be understood in the context of
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Table 9.1 Top 25 Countries in Terms of Emissions from Deforestation

A B
Heferance peviogd 2000-2005 2000
Total 7,700 £.3,300
Erazil 1,903 2,563
Indonesia 1,781 1,372
MNigena 452 195
DR Caongo 318 317
Burma 241 425
Zambia 233 236
Camercon 221 77
Philippines 132 95
Yenezuela 169 144
Bolivia 151 84
Shana 151 28
Tanzania 138 15
Ecuador 127 a9
Papua New Guinsa 120 146
Honduras 118 18
Malaysia 115 699
Paragquay 103 21
Uganda 96 39
Angola S0 18
Cambodia B85 a6
Penu - 187
MNepal - 124
Colombia - 106
Mexico - 97
Ivory Coast - 91

Source: WRI 2008

aglobal market-based mechanism. If carefully crafted, REDD hasthe potential
to unleash financia flows to a sector that has been traditionally neglected
and underfunded, so that tangible livelihood benefits are achieved while
contributing to the global goal of climate change mitigation.

9.2 State of the market

Forestry-generated offsets are popular in the voluntary market (Hamilton et
al. 2008). Though avoided deforestation are also project options in the
voluntary market, these projects account for less than 5% of the total value.

This denotes substantial space to generate credits outside of the compliance

103



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

market. However, the voluntary markets that exist are only afraction of the
compliance markets like the CDM. Capoor and Ambrosi (2009) estimate the
market value of CDM projectswas over USD 13 billion accounting for 95%
of the entire global market value. The voluntary market on the other hand is
worth only about USD 265 million, of which only 15% are forestry-related
offsets.

A key guestion that needs to be asked is: how much money is necessary to
implement amechanism that can play amajor rolein reducing forest-related
emissions? Thiswill help us to assess whether the proposed framework will
actually deliver the necessary volume of financial resources to serve as an
adequateincentive for the conservation and sustai nable management of forests
worldwide. The 2008 Eliasch Review has estimated the required amount to
be between USD 17-33 hillion dollars annually to halve greenhouse gas
emissionsfrom deforestation by 2030 (11 ED 2009). Ebeling and Yasue (2008)
have estimated this amount to be in the range of USD 2-30 billion. As the
exact architecture of REDD is not known yet and is still being negotiated,
and the existing forest carbon market is limited, these modeling results are
based on a number of assumptions and vary considerably due to the large
uncertainty element. Some key factors that can play arole in arriving at a
figure are the extent of fungibility with other markets, and the depth of
emission cuts taken and associated mitigation costs in other sectors.

What is clear from the literature is that the flows generated by a market-
based system alone will not be sufficient to reduce emissions significantly
based on the estimates cal cul ated to curb forest related emissions significantly.
At the sametime, Viana (2009) argues that the funds generated through this
market process will also be substantially higher than what we can expect
from the voluntary side. Direct grants and/or contributions have not been
expected to total much, based on the reality of low ODA flows, especially in
the forestry sector. Funds can be generated outside of the market system
through afew sources. For example, the emission all owances can be auctioned
off asisdoneinthe EU Emissions Cap-and-Trade System. Bilateral assistance
funds could be another source.

There have not been many studies that have explored the financial side of
REDD and other carbon offset projects, especialy taking into account the
opportunity costs of alternative land use options. A comparative study taking
three community forests into account found that, on average, these forests
sequestered 6.89 tons of carbon dioxide equivalent per ha per year. Staddon
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(2009) argues that thisis only USD 82.68 per ha assuming carbon pricesin
the range of USD 12-15. Though thiswould make atotal of USD 90 million
per year for the community forests, which is substantially higher than what
they currently make, this revenue estimate needs to be assessed in light of
the high transaction costs and the revenue forgone (i.e., opportunity costs)
from other land-use options (Banskota et al 2007).

9.3 Challenges in using a market system

This section describes a few selected issues that pose threats that could
undermine the effectiveness of market-based system in simultaneously
achieving the goals of emissions reductions and co-benefits.

Non-permanence: Failure of CDM afforestation/reforestation

Forest-related emissions reductions are different from other emissions
reductions in that there remains a chance that the carbon sequestered or
emission avoided will not be permanent. Addressing this very concern,
temporary credits were issued for CDM A/R projects called tCERs. These
hold an expiry date ranging from five to nine years. The more long-term
creditsare called ICERs and are valid for the entire duration of the crediting
period (Dutschke et al 2004). Temporary credits, however, have low prices
compared to permanent credits. In addition, temporary credits need to be
replaced when they expire at the end of the commitment period for tCERS,
or at the end of the crediting period of ICERs. Private investors have been
hesitant to buy temporary credits. Permanent credits are available at fairly
cheap prices and purchasing these credits doesn’t require investors to buy
more after the temporary ones expire.

Market flooding

PapuaNew Guineaand Costa Ricahave proposed using ahistorical reference
level as the baseline. Critics have pointed out that this approach will create
“hot air” asit doesn’t take into account the nature of deforestation and how it
evolves over time. Hot air can be generated when carbon credits don’t really
represent actual emissions reductions and in this context overestimating
deforestation would allow more credits to be claimed than the reductions
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made. The forest transition theory posits that a country may start with ahigh
deforestation rate but will not continue to do so forever. Thisis because the
marginal cost of deforestation increasesand, after acertain point, actorsrealize
that deforesting does not yield any gain. As aresult, any baseline that takes
historical reference levels could be capturing only a certain temporal phase
of the forest transition trajectory and the resulting baseline would either
underestimate or overestimate the credits that can be generated.

Countries that have large tracts of forests and low deforestation rates are
against using the historical reference line. They argue that their incomes are
still rising and that their historical deforestation rates are not reflective of
what can be anticipated. However, to get these countries on board, targets
could be given above their current deforestation rates. This would create
massive hot air and deflate the price of credits.

If REDD credits cannot be traded in the compliance markets under the Kyoto
Protocol or inregiona marketslike EU ETS, investor interest becomeslimited.
Some countries like Brazil have opposed using REDD credits to help
developed countries meet their compliance targets as a matter of principle—
based on the notion that devel oped countries have an historical responsibility
due to their past and present emissions. Others point out that allowing the
full fungibility of REDD credits with credits from compliance markets will
flood the market. Karsenty (2008) argues that a possible solution can be to
have very stringent targets so that new credits can be absorbed.

If REDD credits were tradeable with CDM and the market of inter Annex 1
countries, the same permanence issue as those faced by A/R projects under
the CDM would re-emerge. Will a country that is rewarded for reduced
deforestation in a first commitment period be forced to make a refund if it
oversteps itstarget for a subsequent period? One obvious solution would be
to use the same temporary credits already in force for the A/R CDM credit.
Such temporary credits are suggested not only for addressing therisk of non-
permanence, but also to mitigate the risk of market flooding. However, it is
acknowledged that for the CDM, temporary credits are one of the causes of
the failure of forestry projects, since the market is unwilling to buy them.

In the context of REDD, the important takeaway from the CDM experience
isthat the essential fungibility between European Union Allowances (EUAS)
and Certified Emission Reductions (CERs) of the CDM was critical to
ensuring strong linkages between their respective markets, and therefore the
liquidity of the CER market.
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Risks and M anagement of Delivery Risks

Project developers perform due diligence mainly to asses whether the seller
has alegal claim over the carbon and if the seller has the capacity to deliver
expected credits according to the agreed plan. Nepal needs to clarify the
status of carbon rightsand tenure, particularly for existing community forests.
Without clear legal mandates, buyers will be hesitant to deal with countries
and entities whose carbon rights have not yet been defined. Similarly, it is
more attractive for investors to be able to credit projects directly instead of
going through a national level crediting process (e.g., as in the voluntary
market). Thiswould allow a quick and relatively less arduous process.

Not only are REDD projects at risk from the possibility of nhon-permanence
of emission reductions, they are also highly vulnerable to leakage:
deforestation or forest degradation occurring (displaced) outside of aREDD
project area as the result of conservation efforts within the project area. In
the CDM process, the project developer is expected to be responsible for
monitoringleakage. Although, thismight be difficult to implement foraREDD
mechanism, the project developer will still have to play a major role in
monitoring leakage.

Programs like the Biogas Support Program in Nepal have suffered dueto the
CDM Executive Board'sfrequent methodological revisions. Theserevisions
do not bode well for investor confidence and increase the uncertainty of
achieving a certain amount of reductions. Similarly, the capacity constraints
of the CDM EB to review projects and reach decisions have also dampened
investor confidence. Any REDD oversight board needs to work towards
reducing these uncertainties.

Risk isalso generated from potential natural disasterslikewild firesthat will
release the stored carbon. Governanceis also another dimension that can add
to delivery risks.

An optionto keep the delivery risksat aminimum could be to make payments
only after performance has been verified. While this could attract investors,
we must realize that countries themselves do not have control over many of
these delivery risks. Furthermore, as REDD projects, by their very design,
areto take placein devel oping countries, governments cannot be expected to
absorb theserisks or costs. Furthermore, the general perception existsamongst
developing countries that REDD can be another source of much needed

107



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

revenue to support the forestry sector. If these countries are to be asked to
front theinitial costs and bear delivery risks, interest will surely dwindle as
most countries simply do not have the necessary funds to initiate these
programs.

As already mentioned, governance indicators will also influence decisions
on whereto locate REDD projects. One of the many causes of deforestation
and degradation is weak governance and corruption, and unless this is
addressed countrieswill not likely be the recipients of REDD financing, which
could help them achieve reductions in the deforestation rate (Ebeling and
Yasue 2008).

To overcometheseissues, aternative financing sourcesto cover upfront costs
will need to be explored at different levels. The Prototype Carbon Fund, a
program of the World Bank that has helped to fund upfront costs for CDM
projects, and has al so bought pre-sold credits (rights to unissued credits), has
contributed to reducing the risks associated with receipt of payments by
developing countries. However, the World Bank has come under much attack
for the low price (USD 7 per ton of carbon dioxide equivalent) at which it
bought the credits generated in some CDM projects in Nepal. While it is
extremely necessary and vital for a body to assist as a risk buffer and as a
source of upfront capital, the host country and associated actors must feel
that they are gaining from the process as well.

9.4 Readiness and upfront financing

Asthe ICF International report writes (Meridian Institute 2009), significant
preparation is necessary to make sure that countries have the necessary
infrastructure in place to implement a REDD plus mechanism. There are
major costs that need to be borne before a market approach, or a combined
market-based and —fund-based approach, can be initiated. Transaction costs
for REDD are very high. For example, existing carbon stocks need to be
quantified and this does not come cheap. Similarly, Costa (2007) argues that
monitoring and verification costs are also significant, particularly for
degradation.

Without a proper mechanism to raise the necessary funds for these upfront

costs, countrieswill not bein aposition toimplement REDD. Karsenty (2008)
arguesthat global initiativeslike the World Bank’s Forest Carbon Partnership
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Table 9.2 Implications of different risk management approaches

credits are withheld
from sale as
insurance in the

REDD systems fail
and national
accounting is

Approach Description Local National
Risk buffers Percentage (often | Equity issue if other |Lower overall
around 30% of projects in national |income because

credits withheld in
buffer account

sellers

schemes if areas
from which credits
have been pre-sold
fail to deliver
credits

event that the corrected

project or program

fails
Replacement of | By bringing new | High risk if cannot
issued credits by | areas under REDD |replace credits;

Prevents access if
cannot guarantee
replacement

risks arising from
forest fires and
disease that may
only affect certain
geographic regions.

by governments.

Temporary credits | Expire after a Lower overall Low income
certain period and | investment but because low
need to be replaced. | potentially less risky | interest by
Used in CDM A/R |for sellers investors
projects (based on CDM)

Payment after Ex-post payments | Poor market access |LDCs may lose

verification can significantly if no upfront capital; | out if flow levels
reduce risks for Could result in of upfront capital
buyers transfer of liabilities |available

from governments
taking on upfront
costs

Portfolio A range of project |Lower income and |Increased overall

approaches areas and types are |poorer equity of investment;
developed. benefits for high- Promotes wider
Sourcing credits risk activities; range of
from such a Conversely could | geographic areas
portfolio reduces  |increase risk-taking |to be included

within a country.

Source: Peskett et al. 2008
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Fund (FCPF) and the UN-REDD Programme can help to generate the level
of ‘readiness’ that REDD requires.

Though there are many pilot programs and support projectsthat arein place,
the FCPF isthe most extensive program that is helping to build capacity and
also pilot projects at the sametime. FCPF was* officially launched in COP13
as a new prototype fund for ‘avoided deforestation and degradation’”
(Karsenty 2009). The box below summarizesthe activities covered by FCPF.
Based on the areas mentioned, two issues come to the forefront: tackling
deforestation and degradation requires a broad range of strategies and not
just the ‘quick fixes' that some reports seem to imply; and an active role of
the government is necessary to ensure that REDD can be implemented
effectively.

Box 9.1. FCPF-supported actionsto address deforestation and degradation

e Removing subsidies leading to deforestation and degradation
e Improving forest-related law enforcement

e Securing rights for indigenous and forest dwellers

e Devolving forest management to local communities

e Forest certification initiatives

e Conservation concessions

e Strengthening the protected area network

e Direct payments for environmental services

e Improving fire prevention and suppression

e Forest management plans for rational use of forest resources
¢ Reduced-impact logging

o Reforestation of degraded lands to meet timber and energy needs
o Alternative livelihood programs

e Intensifying agriculture and promoting agroforestry

9.5 Conclusion

Carbon markets have the potential to deliver vast amounts of money based
on afew fundamental principles. The cost efficiency of achieving theemission
reductions is probably the most important determinant of the direction of
financia flow under a market-based system. As this chapter has described,
there are anumber of risksassociated with REDD credits. Without addressing
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these risks at the policy level, Nepal cannot be made competitive on this
front.

The current type and distribution of CDM projects gives us a strong hint at
what to expect from amarket-based REDD system. It will not beasurpriseif
most of the projects under a REDD mechanism go to Brazil and Indonesia,
the two countries that make up the largest share of global forest-related
emissions. Furthermore, REDD may not deliver the co-benefits that
proponents say it will. If we look at the majority of the CDM projects, they
involve making minor changes in industrial processes and one can gquestion
how such changes are leading to sustainable development and technology
transfer.

Working in Nepal’s favor, however, is the experience of community forests
in sustainable management of forests. As the community forest user groups
exist as federated bodies, they also offer the opportunity to bundle projects
together. Without this possibility, taking a project wise approach, transaction
costs would be much too high. The government must facilitate local
involvement in REDD by extending tenure and land rights to the CFUGs so
that they can enter into contracts with project developers.

Furthermore, REDD has substantial coststhat need to be borne before aproper
mechanism can come into effect. Though FCPF has been helping to prepare
some countries, whether the scale of financial and technical assistance that it
promisesto offer will be enough is yet to be known. Karsenty (2008) argues
that the implications of requiring upfront funds extends to the poverty and
equity dimensions. The poorest countries are less likely to participate if the
payment of REDD credits is only on delivery or evidence of carbon stock
gains.

Developing a full appreciation of what risks are considered by investorsin
the carbon market will help to think about how domestic institutions can
respond accordingly. It has been shown that carbon markets together with
fund-based mechanisms can supply the necessary financial resourcesto both
address emission reduction objectives and achieve livelihood benefits.
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Chapter 10

Forest carbon accounting: Lessons learnt
from a pilot project in Western Nepal

- Mohan B Gurung®®

Abstract

In spite of accounting for 17-25% of anthropogenic emissions, deforestation
was not included in the Kyoto Protocol. The UN Convention on Climate
Change hasrecently decided to includeit in future agreements and has asked
its scientific board to study methodological and scientific issues related to
positive incentives for reducing emissions from deforestation and forest
degradation (REDD) in a post-2012 climate change regime. Assessing forest
carbon budgets has received much attention in recent years (IPCC 2000,
2001, 2007). The estimation of carbon stocks provides objective information
to support consultations, negotiations and policy processes.

A wide range of organizations and experts are involved in developing
methodologies for the quantification of carbon sequestrated by forests and
are working to include forests in carbon offsetting schemes. Various tools
and techniques have been devel oped so far to assess forest carbon for both
voluntary and regulated markets. The technical standards, guidelines and
methodol ogies for carbon and other green house gas accounting are critical
tools that shape the rules of the game in the international climate change
politics. This paper reveals that much more research needs to be done to
obtain estimates specific to Nepal that can be used for carbon accounting.
Cost effective methods that incor porate broad based local participation can
be used. However, different methods have to be carefully weighed before
embarking on forest carbon accounting projects.

19 Senior Research Officer, Winrock International, Nepal;
E-mail: mgurung@winrock.org.np
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10.1 The pilot project

As a part ofstrengthening capacity to understand the science of
REDD,especially the interface between forests and climate, anearly action
pilot study has been undertaken in the western Terai region of Nepal by the
Teral Arc landscape (TAL) program, with technical support from Winrock
International-Nepal and financial support from WWF Nepal. Thisstudy aims
to assess the carbon sequestration potential, permanency, leakage and risks
of carbon emission from forests. Theinitiative also aimsto establish abaseline
for the early action pilot project through enhancing knowledge and the
scientific basis for REDD.The ultimate goal of the project is to ensure the
ecological, economic and socio-cultural integrity of the critical bottlenecks
through forest carbon financing which will also serve as a basis for the
formulation of REDD policy and programsin Nepal.

Flgure 10 1 The project area con5|sts of a pristineBombax spp forest

The study was carried out in two forest blocks of three district—Dang, Banke
and Bardia—during 2009. The study sites are located in the Khata corridor
and the Lamahi-Mahadevpuri complex, which are part of the Terai Arc
Landscape. The study area covers atotal of 133,000 ha out of which 71,000
ha are classified as a dry tropical forest ecological region based on the
guidelines set forth by the IPCC (2006). The areas are lowlands with the
atitude going down to below 300 m. They have a pronounced dry season
that extends over five months with rainfall of less than 1500 mm per year.
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10.2 Selection of carbon accounting methodology

Selection of an appropriate carbon accounting methodology depends on the
nature of the proposed project. As the IPCC Guidelines for National
Greenhouse Gas Inventory (2006, Volume 4) for Agriculture, Forestry and
Other Land Use (AFOLU) sectorsare mainly designed for national-level
inventories, thereislessdetail given on project-specific methods. MacDicken
(1997), Pearson et al. (2007) and others have designed tools and techniques
suitablefor use at the project level or at asingle site. Similarly, the Voluntary
Carbon Standard (V CS) focus more on estimating leakage, permanency and
additionality whilethe REDD Sourcebook offers guidance on methodological
issues covering remote sensing and ground-based techniques. All of these
guidelines help to build a hybrid methodology that is able to accommodate
the local context, the nature and the size of the proposed project.

Gibbset al. (2007) have enumerated a number of methods to estimate forest
carbon stocks at different tiers with various levels of accuracy. It is more
feasible to rely on ground-based forest inventory rather that remotely sensed
datato estimate forest carbon stock, because of the cost involved ininstalling
and managing high-tech remote sensing equipments. (Gibbs et al. 2007).
They also argue that forest inventory methods whereby ground-based
measurements of tree diameters or volume are rel ated to forest carbon stocks
using allometric rel ationships have avery low level of uncertainty. Therefore
aground-based inventory method was used to estimate carbon stocks for the
study, while remote sensing was used to analyze historic land cover and to
make projectionsin lieu of the lack of historic forest carbon data.

To encourage broad-based parti cipation for the robustness on methodol ogical
issues of forest carbon accounting, expert consultations and peerreviewsof
the proposed methodology were carried out. The proposed methodology
included input from experts and the results of other pilot projects. The Peer
Review Committeeincluded expertsfrom thefiel dsof soil science, biometrics,
forest inventory, forest carbon inventory, remote sensing and geographic
information system, community forestry, biodiversity conservation and
climate change. Inputs from both national and international experts were
incorporated into the methodology. The pilot study was carried out in March
2009 while fieldwork was carried out during April-May 2009.
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10.3 Methods
Human resour ces and field equipment

By training local peoplein carbon inventory techniques, acommunity-based
carbon monitoring program can be created to ensure sustainability. Community
forest user groupsalready practiceforest monitoring in Nepal while preparing
the forest inventory documents for the periodic renewal of their community
forest management plans. Therefore, Local Resource Persons (L RPs) for forest
carboninventory weretrained asastarting point for community-based carbon
monitoring. The inventory team members were equipped with a set of
equipment, including a location map of sample plots with coordinates
uploaded in GPS, to determine the exact location of the sample plots. All
equipment was calibrated, and the weight and size of the sampling bagswere
noted down prior to conducting field measurements.

Land cover change analysis

Landsat ETM+ imagesfrom the years 1999, 2001 and 2006 were geo-
referenced with sub-pixel accuracy. The thermal band was re-sampled to a
30-meter pixel size to normalize the spatial scale differences between the
optical and the thermal bands. The spectral radiances of each of the seven
bands (band 1 to 7 of the ETM+ imagery) were calculated and converted to
reflectance. Thiscalculation was used as the basis for further analysis.

A semi-expert system in image classification, Rikimaru (1996) introduced
an alternative deductive approach, i.e. forest canopy density mapper (FCD),
to map forest canopy density using four indicesfrom Landsat TM: vegetation,
bare soil, shadow and surface temperature. This model involves bio-spectral
phenomenon modeling and analysis utilizing data derived from four indices:
Advance Vegetation Index (AVI), Bare Soil Index (BI), Shadow Index (SI),
and Thermal Index (TI). Using these four indices, the canopy density for
each pixel was calculated in percentages. AV reacts more sensitively to the
vegetation quantity, compared toNormalized Differrence Vegetation Index
(NDV1). Shadow index increases astheforest density increases. The Thermal
Index increases as the vegetation quantity decreases and the Bare Soil Index
increases as the degree of bare soil exposure of an area increases.The four
indices were expressed in percentages for each pixel.
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Based on these four variables, ten canopy density classes, namely 1-10, 11-
20... 91-100, were obtained. Asthefocusison forests,patcheswith vegetation
canopy density of less than 10% and patches of vegetation smaller than 0.5
ha were discarded from the analysis. The remaining canopy density classes
between 10-100% were grouped into three classes according to the classes
mentioned in the Master Plan for Forest Sector of Nepal (1988):

o 10-40%: Degraded Forest
o 41-70%: Moderate-Density Forest
o >71%: DensefForest

Carbon stock estimation and projection
Field sample size

A pilot inventory was carried out to estimate the variance of the carbon stock
in the forest strata. Thisisrequired to calculate the number of plots required
for the inventory. The following statistical formula adopted from Pearson et
al. (2005) was used to determine the required number of sample plots:

(N X 5)2
n= N2t>; E® L Nxs? (Equation 1)
Where,
= Allowable error or the desired half-width of the confidence interval,

calculated by multiplying the mean carbon stock by the desired precision
(that is, mean carbon stock x 0.1, for 10 per cent precision),

t= the sample statistic from the t-distribution for the 95 per cent confidence
level. tisusually set at 2 asthe sample sizeis unknown at this stage,

N= Number of sampling unitsfor stratum (= area of stratum in hectares or area
of the plot in hectares),

n= Number of sampling unitsin the population

S= Standard deviation of stratum

Field measurement

With the help of a GPS, 500 square meter size circular plots for tree were
established as permanent plots. Tree height was measured using a Sunto
Clinometer and a Haglof DME. Each tree within the plot was marked with a
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numbered tag about 10 cm above the ground facing the plot center.Likewise,
thetree diameter was measured at 1.3 meter above ground level (DBH) using
adiameter tape. Shrub biomass was measured in a 25-metersg. plot (2.82 m
radius) at the northern edge of each tree plot. The destructive method
prescribed by Pearson et al. (2005) was applied to measure the biomassinside
the plot. The weight of the total biomass inside the sub-plot was recorded.
Then the shrubs were cut into pieces and a 500-gram sample from well-
mixed pieces of shrub mass was taken into the laboratory to determine its
oven-dry weight. Deadwood and litter consist of dead |eaves, twigs, branches,
grasses, downed dead wood, and standing dead wood. The litter samples
were collected from four sub-plots of one sq. meter located along the inner
edges of the four directions (east, west, north and south) of each tree plot.

. /| P ) W R
Figures 10.3 and 10.4 LRPs locating sample plots using GPS (left) and measuring tree
diameter (right) (Photos by Mohan B. Gurung)

Soil organic carbon was determined from the samples collected from the
default depthprescribed by the IPCC guidelines (2006). The default depth of
30 cm from ground level was used for convenience and cost efficiency. Pits
were dug at five different pointsin aW-shape. Such W-shaped pits were dug
in four sites inside the litter sub-plots. Collected soil samples were well-
mixed in different phases and a 500-gram sample was taken for laboratory
analysis. Likewise, a core sampler was used to collect soil cores for bulk
density calculations. The collected soil samplesand core sampleswere marked
with sample plot numbers and brought to Kathmandu for |aboratory analysis.

Biomass model for carbon stock calculation

According to Chave et al. (2005) one of the major sources of uncertainty in
all estimates of carbon stocksin tropical forestsisthelack of standard models
for converting tree measurements into aboveground biomass estimates.
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Published regression modelsherein Nepal are usually based on asmall number
of directly harvested trees and include very few large diameter trees. Hence,
these estimates do not represent forests in general. This explains why two
model s constructed for the same forest may yield different AGB estimates, a
difference exacerbated for large trees, which poses a greater uncertainty for
stand-level biomass estimates (Brown 1997; Nelson et al. 1999; Clark and
Clark 2000; Houghton et al. 2001; Chave et al. 2004). The biomass model
developed for the Nepalese tree species neither coversall diameter classes,
nor arethey availablefor all species. Moreover, they have not considered the
wood specific gravity of each specieswhich Chaveet al. (2005) concludesto
be an important variable in biomass function.

Furthermore,asthe natural forests of the project areacontain many tree species
per ha, one cannot use species-specific regression models. Instead, mixed
species tree biomass regression models must be used. To overcome the
limitations of locally available models, we used the following regression
model ,which was critically assessed by Chave et al. (2005) and compared
with five other different models for quality and robustness in the forests of
Uttar Pradesh, India. Uttar Pradesh shares similar climatic conditions and
vegetation types with Nepal. Chave et al. (2005) claimed that the regression
model has just —0.39% departure between estimated and measured biomass
and has performed the best fordry tropical forest types of Uttar Pradesh,
India.Still, this model only covers a DBH range of up to 34.7 cm.

Table 10.1 Model used to estimate aboveground biomass of trees

Ecologlcz}l d.omam Model dbh Source
description range
Altitude: 350 m asl
Rainfall: =1200 mm In (AGB)=- 5-34.7 Chave et al
Dry months: 7 2.235+0.916 In cm (2005)
Forest type: Dry tropical (D’Hp)

This biomass regression model seeks information on the trunk diameter D
(in cm), total tree height H (in m) and wood specific gravity A (in g/cm?).
Tree diameter and height were measured in the field, while wood specific
gravity was derived from the “Master Plan for the Forestry Sector Nepal:
Forest resources information status and development plan”. A weighted
specific gravity of 0.878 and 0.87 for Sal (Shorea robusta) and its associated
species and Khair-Sissoo (Acacia catechu - Dalbergia sissoo) trees were
used, respectively. The biomass of individual trees was multiplied by the
carbon fraction prescribed by IPCC (2006) (Table 10.2).
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The carbon content of individual trees was summed up and divided by the
sample plot area to determine the expansion factor of carbon per unit area.
The total carbon stock of the forest area was calculated by multiplying the
total forest area by this expansion factor.

Table 10.2 Carbon Fraction of Aboveground Biomass

Tree | Carbon Fraction (CF)

Parts Mg C (Mg d.m.)" Reference

Domain

Andreae and Merlet, 2001;
Tropical All | 0.47 (0.44-0.49) Chambers et al., 2001,
McGroddy et al., 2004;
Lasco and Pulhin, 2003

Source: IPCC, 2006

Aboveground shrub and litter biomass

Shrub samples collected through the destructive method were oven dried in
the laboratory. The green weights of the samples were also taken at the
inventory spot. The ration of oven-dry weight to green weight was used to
extrapolate the total oven-dry weight of the shrub mass of the sample plot.
Similarly, an expansion factor of oven-dry shrub biomass derived from the
shrub sample plot area (25 sq. m) and thetotal oven-dry shrub biomass of the
sample plot were used to calculate total shrub biomass per ha for the entire
project area. A similar technique was applied to calculate the litter biomass
of the sample plots of the entire project area.

Below-ground biomass

IPCC (2006) has recommended the default value in Table 10.3 for the ratio
of belowground to aboveground biomass.However, most of the sample plots
of the project area have more than 20 mg aboveground biomass per ha. Thus
the ratio of 0.28 was used for the calculation of belowground biomass, to
provide aconservative estimate of total biomass. The product of theratio (R)
and the aboveground biomass of the sample plot gives the belowground
biomassin kg.

Soil organic carbon

Analysis of soil samples was done in the Soil Science laboratory of the
National Agriculture Research Council (NARC) in Kathmandu. Two tests—
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Table 10.3 Ratio of Belowground Biomass to Aboveground Biomass

Domain Ecological Aboyeground Ratio(R)_] Reference
Zone Biomass (mgshoot)
Aboveground
biomass 0.56 (0.28-0.68)
Tropical Tropical <20 Mg ha Mokanyet al.
dry forest | Aboveground 2006
biomass 0.28 (0.27-0.28)
>20 Mg ha™

Source: IPCC, 2006

for soil bulk density and soil organic carbon—were carried out to determine
thetotal soil organic carbon content inthe project area. The Soil Bulk Density
is the ratio of oven-dry mass to the core volume of the sample. It was
determined by the core method. The sample was dried at 110°t 1° C and
weighed for the oven-dry mass, which was divided by the volume of the
cylindrical metal sampler. The soil organic carbon (SOC) analysis was done
using the Col orimetric method with the external heating method and standard
laboratory procedures described by Anderson et al. (1993) and Baker (1976).
From the values obtained, SOC (Mg ha?) was calculated using the equation
adopted from Pearson et al. (2005), given below:

SOC (Mg/ha) =
(Soil Bulk Density (gm/cm?®) x Soil Depth (cm) x C) x 100
(Equation 2)

Where C is the carbon fraction of the sample expressed as a decimal.

The total soil carbon stock in the forest was calculated from the average
carbon stock of all plots, extrapolated to per ha and multiplied by the total
forest area.

Total carbon stock

All biomass measurements, including aboveground biomass, belowground
biomass, and litter were converted into carbon content and summed up for
their respective plots in tons of carbon per hectare using an appropriate
expansion factor based on the area of each plot. The expansion factor for the
total forest area was derived by summing up the carbon per hectare results
for al plots, including soil organic carbon, divided by the total number of
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sample plots. This expansion factor was used to calculate the total carbon
stock of the project area.

Projecting baseline and with-project scenario

The baseline scenario provides potential forest cover change and
corresponding carbon stock changesunder abusiness-as-usud (i.e. no-project)
scenario. To define the current status of carbon stock and project the future
sequestration potential of the forests, two types of data were analyzed: i)
spatial data to estimate the current area under different land uses as well as
future projections; and ii) forest carbon inventory datato estimate the carbon
stock (Mg C ha?) in the major carbon pools. The deforestation rate without
the project scenario isthe product of the areathat would have been deforested
in the absence of the project and the carbon stock lost through deforestation.
The carbon stock lost through deforestation is the average carbon stock per
ha minus the average residual carbon stock that remains post-deforestation.

To estimate the effect of protecting such an area on the net reduction of
carbon dioxide emissions, it isimportant to determine the likelihood or risk
that a given area will be deforested. Projected rates of deforestation can
subsequently be combined with this risk assessment and estimates of carbon
stocks in the forests to produce estimates of the net GHG emissions that
would occur if the area was not protected. To develop a framework for
reporting carbon benefits from forest protection activities, aspatial modeling
approach of deforestation and quantitative analysis of future modeled
deforestation (projected baseline) combined with afield inventory was used.
Carbon stock changes due to degradation will bedetermined by the stock
difference of the permanent sample plots in the subsequent inventories.

The baseline scenario was compared to the with-project scenario, in which
fewer hectares are deforested and thereis alower rate of degradation due to
project activities. Emissions reductions from avoided deforestation
attributable to the project were then calculated as the difference between the
with-project and without-project hectares deforested multiplied by the average
carbon stock lost through deforestation.

Drivers of deforestation and forest degradation

Baseline drivers of deforestation and forest degradation are defined as the
activities predominantly taking place in the absence of the project, which the
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project will reduce. Like elsewherein the country, the project-specificdrivers
of deforestation and forest degradation lie outside the direct influence of the
forestry sector. The major drivers of deforestation and degradation are
agriculture, energy, urbanization, infrastructure devel opment and demographic
changes.Thedriversact at different levelsand the people engaged in activities
that cause deforestation and degradation are called ‘ baseline agents' . Baseline
agents of deforestation and forest degradation in the project area include
forest dependent communities, migrants, landless and forest dwellers, cattle
ranchers, fuelwood collectors, and timber contractors, including industries
like Katha-cutch, pulp and paper, plywood and furniture.

With-project deforestation projection

After 20 years of project implementation, the deforestation rate is assumed
to be constant for the remainder of the 30-year analysis period aswe assume
that there is some residual deforestation that cannot be eliminated. The
following exponential decay function was used:

Ratetime, = Ratetime, x(1-k)*

Projection of emissionsreductions

By multiplying the difference in the area deforested with and without the
project,during the project period,with the average CO, emissions from
deforestation per ha gives an estimate of the avoided emissions attributable
tothe project each year. Thisisaconservative estimate of emission reductions
that could be claimed by the project. This estimate is most likely an
underestimation of the emission reductions achieved as the technique used
was conservative and does not incorporate the carbon stored in wood products
for along period of time. Non-CO, GHG emissions represent an additional
and potentially significant component of the project’soverall GHG emissions
benefit. The current analysis does not consider any changesin non-CO, GHG
emissions due to avoided deforestation. However, methane (CH,) emissions
from forest fire could be a significant part of the baseline scenario.

Leakage, permanency and additionality

L eakage as a negative externality of the project can cause loss of net carbon
benefits of the project as a consequence of the implementation of leakage
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triggering project activities. Leakage is associated with drivers and agents of
deforestation and degradation. The potential magnitude of leakage of any
activity isdetermined by the extent of the unmet demand and the compatibility
of the activity with present land use and management practices. During the
baseline study, project activities that can trigger possible |leakage were
identified and alternativelivelihood activitieswere exploredin order to reduce
leakage. Potential |eakage was estimated using a twin track approach: by
identifying the key indicators such as demand and supply of fuelwood and
timber from the project area and by establishing permanent sample plotsin
the leakage belts.

Baselinesof therate of collection of fuelwood, timber and other forest products
from the project area were collected through participatory rural appraisal
and ahousehold survey. During each verification period, subtracting the with-
project rate from the baseline rate of forest products collection provides an
estimate of the volume of fuelwood, timber and other forest productsdisplaced
outsidethe project areaby the project activity. Furthermore, permanent sample
plots at the major leakage belts were established for monitoring and
verification purposes.

Forests are not permanent stores of carbon; natural or anthropogenic
disturbances, such as fire, pests or land-use change decisions can result in
GHG emissions from forests that were once protected. The potential
reversibility of sequestered/protected carbon must be addressed to be eligible
for REDD/V CScrediting.REDD activitieswill delay deforestation for afinite
period of time (VCS 2007). To mitigate the risk of non-permanence, VCS
uses a buffer mechanism to secure long-term carbon benefits of the REDD
project activities. However, at this preliminary stage, only the principal risk
factorsfor aREDD project and potential mitigating activitieswereidentified
during the survey and consultation workshops using PRA tools.

Driversand agentsthat bear risksfor permanence wereidentified. The overall
risk rating of the project is recommended to be done in the stages of project
design, implementation and monitoring. During project design, non-
permanence risk analysis was recommended following the VCS (2007)
recommended “risk likelihoods x significance” approach to assess both
quantitative and qualitative risks in an integrated manner and to come to a
singleoveral risk classification of “low”, “medium”, “high” or “unacceptably
high”.
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In order to satisfy additionality, the project must demonstrate that the increase
inthe carbon stock from the project isadditional to what would have happened
in the absence of the project. The following three VCS-proposed tests were
carried out to demonstrate that the project was additional:

o Project test
e Performance test
e Technology test

Quality assurance and quality control

Forest inventory teams were comprised of aforest technician, local resource
persons and community members. The teams were supported by forestry
expertsfrom Winrock International and WWEF. Prior to conducting field work,
each member of the team was trained on all aspects of data collection. Step
by step procedures and standard data collection formswere prepared for the
field work. Checking of measurement techniques as well as measured data
wasalso done by the experts. A Forest Carbon Expert and a Social Survey
Expert monitored, supervised and carried out different checks in order to
ensure the quality of the field work. Two different types of checks were
conducted during the baseline survey:

e Hot Check and
e Blind Check

Hot checks were done during the inventory work in the presence of crew
members and feedback and suggestions were provided on the spot. Besides
on the spot coaching, guidance through mobile phone was provided in the
case of any confusion during the field work. Blind checks were carried out
after the completion of inventory work by the crew.

Uncertainty assessment

Thecalculation of total uncertainty was done by the simple error propagation
method.
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10.4 The way forward
Frequency of monitoring

Since the measurement involvedground based carbon inventory, same
methodis recommended for monitoring purposes in the future as well.
However, since the magnitude and rate of change of carbon stocks varies
from pool to pool, different time intervals are prescribed for the purpose of
monitoring. Considering global aswell asnational practicesof forest inventory,
five-year intervalsare recommended for the re-measurement of biomass.This
can be shortened upon the availability of resources for inventory and the
requirements of verification. To detect carbon emissions from forest
degradation, yearly monitoring is recommended. Soil organic carbonisto be
measured every 10 years due to the slow response of the soil.

Capacity building of stakeholdersand community-based carbon
monitoring

The project area is a mosaic of forest management modes, including
community forests, government-managed national forests, privateforestsand
agro-forestry plots. The study estimated that a significant part of the project
forest areais covered by community forests. Management practices of these
community forests, therefore, play avital role both in the carbon sequestration
rate aswell as the permanency of the sequestrated carbon. Capacity building
of these communities for an optimal combination of management practices
to derive multiple benefits and perform carbon monitoring should be a
componentof the project. Development of LRPsduring the baselineinventory
period was the first step towards capacity building of the local communities.
These LRPs are expected to support the concerned CFUGs in future carbon
and forest inventory work. Such inventory work ismandatory for the renewal
of community forest management planswhich are usually stipulated for five
years.

In order to increase carbon sequestration rates to maximize benefits from
carbon financing, it is imperative to integrate carbon stock inventories into
community forest management plans. The management activitiesthat increase
the sequestration rate and reduce emissions should be incorporated into
management plans. This can be done by community-based training and
awareness-building activities during the project period. Periodic carbon
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inventory data should beincorporated into the community forest management
plans as carbon sequestration is one of the forest management objectives.

Scoping for the voluntary market

The baseline information is required for the preparation of a project design
document for the carbon forestry project. Even in the best-case scenario,
REDD will take more time to materialize under a compliance market.
Therefore the project can benefit from the voluntary market. The ex-ante
quantification of the baseline and with-project scenario were calculated in
order to determinethefeasibility of the project and to select significant carbon
pools. Some carbon pools were excluded from the calculation to generate a
conservative estimate of the number of carbon creditsgenerated. To beeligible
for REDD projectsunder VCS, the boundary of the REDD activity should be
clearly delineatedand defined and include only land qualifying as “forest”
for aminimum of 10 years prior tothe project start date.

The project comprises the following VCS REDD activities:

e Avoiding unplanned frontier deforestation and degradation
(AUFDD): reduces GHG emissionshy stopping deforestation/
degradation of degraded to mature forests at the frontier that hasbeen
expanding historically, or will expand in the future, as a result of
improved forest access.

e Avoiding unplanned mosaic deforestation and degradation
(AUMDD): reduces GHG emissionsby stopping deforestation/
degradation of degraded to mature forests occurring under themosaic
configuration.

The baseline report of the proposed project for VCS REDD has two main
components:

¢ A land-use and land-cover change component; and

e Anassociated carbon stock change component.
Baselineprojections of deforestation and degradation under the AUFDD and
AUMDD activities have been developed considering the deforestation rates
of the Teral region in which the project areaislocated. Thistakesinto account

historical deforestation and degradation rates.Also the proposed regional
baseline areais similar to the project area in terms ofthe drivers of
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deforestation/degradation, landscapeconfiguration and socio-economic and
cultural conditions.

10.5 Lessons for national and sub-national REDD projects

Choice of methods

As discussed earlier, the baseline report of the proposed project for VCS
REDD hasto have two main components. aland-use and land-cover change
component; and an associated carbon stock change component. To detect
land-use and land-cover change in the project area, remote sensing is not
only auseful tool but it can also be used for stratification of the project area.
However, the lack of Landsat images for the desired years was a major
challenge for the study. Adequate planning is essential for the use of remote
sensing in forest carbon inventories.In Nepal’s context, community
involvement in carrying out regular forest inventories is high. In addition,
thefield labor costsarelow. Considering the limited accessto remote sensing,
ground-based forest inventory techniques for measuring changes in carbon
stocks should be given priority.

Two methods can be employed to determine carbon stock changes: the Gain-
L oss Method based on estimates of annual change in biomass from estimates
of biomass gain and loss; and a Stock-Difference Method which estimates
the difference in total biomass carbon stock over a particular time period.
Thebiomass gain-lossmethod isapplicablefor all tiers. The stock-difference
method will provide more reliable estimates for relatively large increases or
decreases in biomass or where very accurate forest inventories are carried
out. Since the project area covers a small area, the stock difference method
was applied. For the national inventory system, the availability of data and
information fromecol ogical surveys, forest ownership patterns, activity data,
conversion and expansion factors, as well as cost-benefitanalysis should be
taken into consideration while choosing a methodol ogy.

Biomass models
The IPCC Guidelines recommend local biomass models to estimate the

aboveground and belowground biomass. However, there are some limitations
to using biomass model s devel oped for Nepal ese tree species. These biomass
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modelshave coveredonly a small range of diameter classes and have not
considered wood specific gravity of the species that Chave et al. (2005)
conclude to be an important variable in the biomass function. The biomass
models of major tree species and their associated species covering larger
diameter classes should be developed and used for carbon accounting.
Otherwise, we have to rely on regional models that are published
internationally and may not yield the best estimates for Nepal.

Degradation analysis

Monitoring forest degradation requires mapping to be carried out at least
annually as the spatial signatures of the degraded forests can substantially
within oneyear. (GOFC-GOLD Project Office 2008). Dueto the unavailability
of annual images of the project area, it was not possible to predict the trends
in forest degradation and, consequently, avoidance of emissions from forest
degradation. In addition, monitoring methods based on remote sensing may
not be appropriate when gapsin theforest canopy are not detected. Therefore,
the annual measurement of permanent sample plots, at least at the initial
period, isrecommended to detect and prepare amodel of forest degradation.
Ground measurements are also important to cover collection of dead wood
and understory vegetation.

Institutional capacity

A suitable degree of organizational capacity within the country isrequired to
establish andoperate a national forest-carbon monitoring program.
Prerequisites include the acquisition of different typesof data, analysis,
estimation, and international reporting. Different actors and sectors need to
work in coordination to make the monitoring system efficient in the long
term.Sustainability considerations are important in setting up a REDD
monitoring system.UNFCCC (2009) has recommended the establishment and
maintenance the following institutions as a minimum, with a clear definition
ofroles and responsihilities:

e A national coordination and steering body or advisory board

e Central carbon monitoring, estimation and reporting authority/
department

e Forest carbon monitoring implementation units
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Like elsewhere, carbon inventory is in its infant stages in Nepal. The
Department of Forest Survey, which is responsible for monitoring national
forest resources and reporting, and the Department of Forests, which regularly
carries out forest inventories for the preparation of community forests
Operational Plans, are yet to develop their capacities in this new field.
Organizations like Winrock International/WWF, ICIMOD and individual
researchers have been working to take this forward. It is essential to
consolidate the knowledge of such organizations and individualsto design a
national monitoring, reporting and verification (MRV) plan for the success
of REDD in Nepal. In addition, research on the development of biomass
models, upgrading facilities of central laboratories and devising robust and
context-specific degradation analysis tools should be given major attention.
Community forest management plans should incorporate carbon as a forest
product and incorporate management activities for optimum carbon
sequestration.

10.6 Conclusion

The pilot project was envisioned to ensure ecological, economic and socio-
cultural integrity of the critical bottlenecks of the Terai Arc Landscapethrough
forest carbon financing. To realize this objective, a study was carried out to
assess the carbon sequestration potential of the forests of the study area and
to establish a baseline for the early action pilot project through enhancing
knowledge and the scientific basis for REDD. The WWF/Winrock joint
initiative under the TAL program was the first in Nepal to provide major
support to prepare Nepal for REDD.

The carbon accounting methodology adopted for the study is based on the
national green house gas inventory guidelines (IPCC 2006). To address the
issues of leakage, permanency and additionality, the Voluntary Carbon
Standards (2007) were followed whereas the Bio-Carbon Fund/Winrock
International “ Sourcebook for land use, land use change and forestry projects’
wasfollowed for field measurements. Furthermore, the* REDD Source book
of Methods and Procedures for Monitoring, Measuring and Reporting”
prepared by the GOFC-GOLD Project Office was used for the land use and
land use change analysis.The pilot study demonstrated that state-of-the-art
carbon accounting technol ogies can beimplemented in Nepal in collaboration
with local stakeholders. In addition, this project has also demonstrated that
by involving local stakeholders, carbon accounting can be made more
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sustainable and cost-effective, especially in terms of monitoring, reporting
and verification (MRV) procedures.

The study has faced severa limiting factors andidentified gaps in carbon
accounting that should be addressed in national level MRV systems. The use
of and access to remote sensing technologies and their implications for
dependency on devel oped countries; the devel opment of appropriate biomass
models for a wide range of forest types including important parameters,
capacity building of local stakeholders; choice of methods; the equipping of
central laboratories; selection of degradation analysis methods; and the
optimal combination of multiple forest management objectives are some of
theissuesthat need to be addressed in anational level MRV system. Research
and the sharing of innovative technologies across the North-South, South-
South, and South-North divides, and among the various stakeholders within
a country, should be encouraged. The establishment of an effective and
efficient institutional setup at the national as well as regional level that
encourages broad-based participation is also key to making REDD areality.

131



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

132



References

Acharya, K.P. 2000. Unfavourable Structure of Forest in the Terai of Nepal
Needs Immediate Management. Banko Janakari 10(2). pp. 25-28.

Adhikari, K. 2005. Estimating Carbon Dynamics in a Nepalese Community
Forest, MSc Thesis. Tribhuvan University: Kathmandu.

Alexander, Pfaff and Robalino, Juan. 2008. Evaluating policy impacts on tropical
deforestation: Implication for REDD costs. Workshop on “ The cost of
reducing carbon emissions from deforestation and forest degradation” May
27" 2008. Washington, DC.

Amatya, SM., and Shrestha, K.R. 2002. Nepal Forestry Handbook. Forestry
Research Support Programme for Asiaand the Pacific (FORSPA) Food and
Agriculture Organization of the United Nations: Bangkok.

Anderson, JM., and Ingram, J. S. |. 1993. Tropical Soil Biology and Fertility: A
handbook of Methods. CAB International.

Angelsen, A. (ed.). 2008. Moving ahead with REDD: Issues, Options and
Implications. CIFOR: Bogor.

Asner, GP, Knapp, D.E., Broadbent, E.N., Oliveira, PJ.C., Keller, M., and Silva,
J.N.M. 2005. Selective logging in the Brazilian Amazon, Science, 310. pp.
480-482.

Avery, T. E. and Burkhart, H. E., eds. 1983. Forest Measurements. 3rd ed. New
York: McGraw-Hill.

Awasthi, L.D. 2004. Exploring monolingual school practices in multilingual
Nepal. Unpublished doctoral dissertation,.Danish University of Education:
Copenhagen.

Bajracharya, M.K. 1986. Forests of Nepal: an introduction.

Barnsley, Ingrid. 2009. Reducing emissions from deforestation and forest
degradation in developing countries (REDD): A guide for Indigenous
Peoples. United Nations University Institute of Advanced Studies:
Yokohama.

Belbase, N. and Regmi, D.C. 2002. Potential for Conflict: Community Forestry
and Decentralisation Legislation in Nepal. Talking Points 1/10. ICIMOD:
Kathmandu.

133



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

Bhandari, S.K. 2008. Prospects of carbon trade in poverty reduction in Nepal,
A case study of Kafley Community Forest on Lamatar VDC, Lalitpur,
Business Development Studies Thesis. Kathmandu University: Kathmandu.

Bhattachan, K.B. 2008. Minorities & |Ps of Nepal. National Coalition Against
Racial Discrimination (NCARD): Kathmandu.

Blaikie, P. and Springate-Baginski, O. 2007. Setting Up Key Policy Issuesin
Participatory Forest Management. Forests, People and Power: The Palitical
Ecology of Reform in South Asia. Blaikie, P. and Springate-Baginski, O.,
(eds). Earthscan: London. pp: 1-23.

Caplan, L. 2000. Land and social change in east-Nepal: a study of Hindu-tribal
relation. Himal Books: Lalitpur.

Capoor, K. and Ambrosi, P. 2009. Sate and Trends of the Carbon Market
2009.The World Bank: Washington, DC.

CCBA. 2008. Climate, Community & Biodiversity Project Design Sandards.
Second Edition. CCBA, Arlington, VA. December, 2008. Available at:
www.climate-standards.org. (accessed at November 15 2009)

Central Bureau of Statistics (CBS). 2001. Population Monograph. Kathmandu.

Chave, J., Andalo, C., Brown, S., Cairns, M. A., Chambers, J. Q., Eamus, E.D.,
Folster, H., Fromard, F., Higuchi, N., Kira, T., Lescure, J. P, Nelson, B. W.,
Ogawa, H., Puig, H., Reira, B., and Yakamura, T. 2005. Tree allometry and
improved estimation of carbon stocks and balance in tropical forests.
Ecosystem Ecology. Oecologia 145. pp 87-99.

Daniggelis, E. 1997. Hidden wealth: the survival strategy of foraging farmers
in the upper arun valley eastern Nepal. Mandala Book Point: Kathmandu.

DFRS. 1999. Forest Resources of Nepal. Department of Forest Research and
Survey, Publication no. 74. Kathmandu.

DFRS. 2008. Contribution of Forestry Sector to Gross Domestic Product in
Nepal, Department of Forest Research and Survey. Kathmandu

Dhakal, B. 2008. Carbon Liability, Market Price Risk and Social Impact of
Reducing Emissions from Deforestation and Forest Degradation (REDD)
Program. Journal of Forest and Livelihood 8 (1). pp: 60.

DoF. 2000. Biomass and Volume Tableswith Species Description for Community
Forest Management. Tree Improvement and Silviculture Component.
Government of Nepal.

134



References

Doug, B. 2008. Estimating the costs and the potential of reducing emissions
from deforestation: Tropical Forests and Climate. Briefing No. 1. Union of
Concerned Scientist.

Ebeling, J. and Yasue, M. 2008. Generating carbon finance through avoided
deforestation and its potential to create climatic, conservation, and human
development benefits. Philosophical Transactions of the Royal Society B,
363. pp. 1917-1924.

Eliasch J. 2008. Climate change: Financing global forests - Eliasch Review.
UK Office of Climate Change: www.occ.gov.uk/activities/eliasch.htm.

FACD. 2009. Official Record of Foreign Aid Coordination Division. Ministry
of Forests and Soil Conservation: Kathmandu.

FAO. 2005. Global Forest Resources Assessment 2005: Nepal Country Report.
Forestry Department, FAO, Country Report 192. FAO, Rome.

FAO. 2004. FAO Forestry Country Profile. Natural woody vegetation. Available
at: http://www.fao.org/forestry/6426/en/npl

FAO. 2006. Global Forest Resources Assessment 2005. Progress towards
sustainable forest management. FAO Forestry paper 147.FAO, Rome.

FAO. 2009. Global Forest Resources Assessment 2010. Nepal Country report.
FAO, Rome.

Federation of Community Forestry Users-Nepal (FECOFUN) Webpage, 2008:
http://www.fecofun.org/page.php?page=introduction

FSCC. 2003. Proceedings of the Eleventh Meeting of the Forestry Sector
Coordination Committee, 28 February 2003. Organized by Ministry of
Forests and Soil Conservation.

G.C., D.B. 2008. Carbon Sequestration Potential and Uses of Dendrocalamus
strictus, BSc Thesis. Institute of Forestry, Tribhuvan University: Kathmandu.

Gibbs, H. K., Brown, S., Niles, J. O., and Foley, J. A. 2007. Monitoring and
Estimating Tropical Forest Carbon Stocks: Making REDD a reality.
Environment Research Letters2(2007). pp. 13.

Giest, H.J. and Lambin, E.F., 2002. Proximate causes and underlying driving
forces of tropical deforestation. Bioscience 52 (2): pp. 143-149.

Gilmour, D.A. and Fisher, R.J. 1991. Villagers, Forest and Foresters: the
Philosophy, Process and Practice of Community Forestry in Nepal.
Kathmandu, Sahayogi Press. pp.212.

135



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

Global Timber. An informal note on REDD investment and “ deforestation”
emissions. http://www.globaltimber.org.uk/REDD.pdf (accessed on
November 26 2009)

GOFC-GOLD Project Office. 2008. Reducing Greenhouse Gas Emissions from
Deforestation and Degradation in Developing Countries: a Sourcebook of
M ethods and Procedures for Monitoring, Measuring and Reporting. GOFC-
GOLD Report version COP13-2. Natural Resources Canada. Alberta,
Canada. Available at: http://www.gofc-gold.uni-jena.de/redd/

GoN. 1993. Forest Act 1993.

GoN. 2000. Nepal National Capacity Self-Assessment Report and Action Plan.
National Capacity Self Assessment for Global Environment Management.
Ministry of Environment, Science and Technology. Kathmandu.

GoN. 2006. Interim Constitution of Nepal. Himali Prakashan: Kathmandu.

GoN/CFDP. 2003. Samudayik Ban Srot Sarbenchhan Margadar san, Department
of Forest, Kathmandu.

Grainger, A. 2008. Difficultiesintracking thelong-term global trend in tropical
forest area. Proceedings of the National Academy of Science USA, 105.
pp.818-823.

Gullison, R.E., Frumhoff, P.C., Canadell, J.G, Field, C.B., Nepstad, D.C.,
Hayhoe, K. Avissar, R., Curran, L.M., Friedlingstein, P.,, Jones, C.D. and
Nobre, C. 2007. Tropical Forests and Climate Policy. Science 316. pp. 985-
986.

Gurung, M B. and Joshi, C. 2009. Assessment of Forest Carbon Potential of
Riverine Forests at the Khata Corridor and Lamahi-Mahadevpuri Complex,
Nepal. Baseline Report submitted to WWF.

Gurung, M. 2009. Assessment of forest carbon potential of riverine forests at
the Khata Corridor and L amahi-M ahadevpuri complex. Presented in National
Sharing Workshop in Everest Hotel on 25th August 2009. Organized by
WWF-Nepal/WINROCK international and Terai Arc Landscape.

HMG. 1966. Forest statistics of Terai and Adjoining Regions. Forest Resources
Survey, Department of Forestry. Nepal.

HMG. 1969. Timber Resources and Development Opportunities in the Lower
Bheri and Karnali Region. Forest Resources Survey. Department of Forestry:
Nepal.

136



References

HMG. 1973. Forest statistics: Hill region, Forest Resources Survey. Department
of Forestry: Nepal.

|CF International. 2009. Fostering Carbon Markets Investment in REDD: Final
Report. Meridien Institute.

INSEC. 2004. Nepal Human Rights Year Book. Kathmandu

IPCC. 2003.Good Practice Guidance for Land Use, Land Use Change and
Forestry, edited by Penman, J, M Gytarsky, T Hirashi T Krug, D Kruger, R
Pipatti, L Buendia, K Miwa, T Ngara, K Tanabe, and F Wagner.
Intergovernmental Panel on Climate Change.

IPCC. 2000. Land use, land-use change, and forestry. Special Report of the
Intergovernmental Panel on Climate Change. Cambridge University Press,
Cambridge.

IPCC. 2001. Climate Change 2001. The Scientific Basis. Contribution of Working
Group | to the Third Assessment Report of the Intergovernmental Panel on
Climate Change. New York: Cambridge University Press.

IPCC. 2001. Land Use, Land-Use Change and Forestry.|PCC Special reports
on Climate Change. Available at: http://www.grida.no/publications/other/
ipcc_sr/

IPCC. 2003. Good Practice Guidance for Land Use, Land-Use Change and
Forestry. IPCC National Greenhouse Gas Inventories Programme, Institute
for Global Environment Strategies, Kanagawa, Japan.

IPCC. 2006. Eggleston, H. S., Buendia, L., Miwa, K., Ngara, T. and Tanabe, K.
(eds.). IPCC Guidelinesfor National Greenhouse Gas|nventories. Prepared
by the National Greenhouse Gas I nventories Programme. Institute for Global
Environmental Strategies: Japan.

IPCC. 2007. Summary for Policymakers. Solomon, S., Qin, D., Manning, M.,
Chen, Z., Marquis, M., Averyt, K.B., Tignor, M. and Miller, H.L. (eds.).
Climate Change 2007: The Physical Science Basis. Contribution of Working
Group | to the Fourth Assessment Report of the Intergovernmental Panel
on Climate Change. Cambridge, UK: Cambridge University Press.

Jackson, J. K. 1987. Manual of Afforestation in Nepal. Nepal-UK Forestry
Research Project, Kathmandu.

Kanel, R.K. 2004. Twenty Five Years' of Community Forestry: Contribution to
Millennium Development Goals. Proceedings of the Twenty-five Tears of
Community Forestry: Proceedings of the Fourth National Workshop on

137



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

Community Forestry, Kanel, R.K., Mathema, P, Kandel, B.R., Niraula, D.
R., Sharma, A. R. and Gautam, M., (eds). Kathmandu. pp. 4-18.

Kanninen, M., Murdiyarso, D., Seymour, F., Angelsen, A. Wunder, S., German,
L. Do Trees Grow on Money? The Implications of Deforestation Research
for Policies to Promote REDD. Forest Perspectives 4. CIFOR: Bogor.

Kant, S. 2004. Economics of sustainable forest management. Forest Policy and
Economics 6 (3-4): 197-203.

Kant, S., and Berry, R.A. (eds.). (2005). Economics, sustainablity, and natural
resources. Economics of sustai nabl e forest management. Dordrecht: Springer

Karky, B. S. and Banskota, K. 2008. Reducing Emissions from Nepal's
Community Forests: Discussion for CoP 14 in Poznan.Journal of Forest
and Livelihood Vol 8 (1). pp.34.

Karky, B.S. 2008. The Economics of Reducing Emissions from Community
Managed Forests in Nepal Himalaya. PhD thesis, University of Twente,
Centre for Clean Technology and Environmental Policy. Enschede.

Karky, B.S. and Banskota, K. 2009. Reducing Emissions from Nepal’'s
Community Managed Forests. Discussion for COP 14 in Poznan. Journal
of Forest and Livelihood 8 (1).

Karsenty, Alain. 2008. The Architecture of Proposed REDD SchemesAfter Bali:
Facing Critical Choices. International Forestry Review 10 (3).

Khanal, Y. 2008. Valuation of Carbon Sequestration and Water Supply Services
in Community Forests of Palpa District, MSc Thesis. Institute of Forestry:
Pokhara.

Kotru, R. 2008. Nepal’s National REDD Framework: How to Start? Journal of
Forest and Livelihood Vol 8 (1). pp.52.

Lambin, E.F. 1999. Monitoring forest degradation in tropical regions by remote
sensing: some methodological issues. Global Ecology and Biogeography 8.
pp. 191-198.

LRMP 1985. Land Utilization Report, HM G/Kenting Earth Science Limited.

LRMP 1986. Summary Report, HM GN/Government of Canada. Kenting Earth
Sciences Limited: Kathmandu.

Lubowski, N. R. 2008. Moving ahead with REDD: Issues, options, and
implications. CIFOR: Bogor.

138



References

Lubowski, N. R. 2008. The role of REDD in stabilizing greenhouse gas
concentrations: lessons from economic models. Brief info No 18. CIFOR:
Bogor.

MacDicken, K. 1997. A Guide to Monitoring Carbon Sorage in Forestry and
Agroforestry Projects. Winrock International: Arlington.

Mahat, T.B.S. 1987. Forestry-Farming Linkages in the Mountains. ICIMOD
Occasional Paper No. 7. Kathmandu. pp.48.

Malla, Y B. 2000. Impacts of Community Forestry Policy in Rural Livelihoods
and Food Security in Nepal. Unasylva 200. pp.38-45.

MEA, 2005. Millennium Ecosystem Assessment. Ecosystem and Human Well
Being: Synthesis report. Island Press: Washington DC.

MFSC. 2006. Agreements between Ministry of Forests and Soil Conservation
and FECOFUN, ACOFUN. Ministry of Forests and Soil Conservation
Official Report.

MoE. 2009. National Adaptation Program of Action (NAPA) Project to Climate
Change in Nepal. NAPA Progress Updates 1: August 2009

MOEST. 2008. Sate of the Environment (Agriculture, Forest and Biodiversity).
Ministry of Science, Technology and Environment: Kathmandu.

MoFSC. 2005. Economic Valuation of Ecological Goods and Services. Ministry
of Forest and Soil Conservation: Kathmandu.

Mokany, K., Raison, J. R. and Prokushkin, A. S. 2006. Critical analysis of root-
shoot ratios in terrestrial biomes. Glob. Change Biology 12 (1). pp. 84-96.

MoPE, 2004. Initial national communication to the Conference of the Parties of
the United Nations Framework Convention on Climate Change. Ministry of
Population and Environment (MoPE). Kathmandu.

Motel, P. et al. 2009. A methodol ogy to estimate the impacts of domestic policies
on deforestation: Compensated successful efforts for avoided deforestation
“REDD”. Ecological Economics 68 (2009): pp. 680-691.

Moura- Costa, P. 2009. Avoided Deforestation asa GHG Mitigation Compliance
Activity. Ecosecurities PLC.

MPFS. 1989. Master Plan for Forestry Sector, Forestry Resource Information
and Planning Report. Ministry of Forest and Soil Conservation: Kathmandu.

139



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

NASA. 2005. Landsat 7 Science data user handbook. Available at: http://
Itpwww.gsfc.nasa.gov/l A S/handbook/handbook_toc.html.

NBS 2002. Nepal Biodiversity Strategy. Ministry of Forests and Soil
Conservation: Kathmandu.

NEFDIN. 2002. National foundation for the development of indigenous
nationalities Act. Kathmandu.

Nepal Foresters' Association. 2008. Feasibility Analysis of REDD (Reducing
Emissions from Deforestation and Degradation in devel oping countries) in
the context of Nepal. WWF-Nepal: Kathmandu.

Ojha, H., Baral. J., Dahal, N. Subedi, R. and Branney, P. 2008. Can Nepal Benefit
fromForest Carbon Financing? An Assessment of Opportunities, Challenges
and Possible Actions. Livelihoods and Forestry Programme.

Oli, B. N. & Shrestha, K. 2009. Carbon Statusin Forests of Nepal: An Overview.
Forest and Livelihood, 8(1). pp. 62-66.

Pagiola. S., and Bosquet, B. 2009. Estimating the costs of REDD at the country
level. Version-1 (24 February 2009). Forest Carbon Partnership Facility. The
World Bank: Washington, DC.

Pandey, K.K. 1982. Fodder trees and tree fodder in Nepal. Swiss Development
Corporation and Swiss Federal Institute of Forest Research: Switzerland.

Panta, M., Kyrhyun, K. and C. Joshi 2008. Temporal mapping of deforestation
and forest degradation in Nepal: Applications to forest conservation, Forest
Ecology and Management (256). pp. 1587-1595.

Parker, C., Mitchell, A. Trivedi, M., and Mardas, N. 2009. The Little REDD+
Book. Global Canopy Foundation.

Pearce, D. 1996. Global Environmental Value and the Tropical Forests:
Demonstration and Capture. In Smith, J., and Scherr, S.J., 2002. Forest
carbon and Local Livelihoods: Assessment of Opportunities and Policy
recommendations. CIFOR Occasional Paper no. 37.

Pearson, T. R.H.; Brown, S. L.; Birdsey, R. A. 2007. In Measurement Guidelines
for the Sequestration of Forest Carbon. General Technical Report NRS-18.
Newtown Square, PA: U.S. Department of Agriculture.

Pearson, T., Walker, S. and Brown, S. 2005. Sourcebook for land use, land-use
change and forestry projects. Winrock International and the BioCarbon Fund
of the World Bank.

140



References

Penman, J. et al. 2003. Good practice guidance for land use, land-use change
and forestry.IPCC National Greenhouse Gas Inventories Programme and
Institute for Global Environmental Strategies, Kanagawa, Japan.Available
at: http://www.ipcc-nggip.iges.or. jp/public/gpglulucf/gpglulucf.htm

Peskett, L eo, Huberman, David, Bowen-Jones, Evan, Edwards, Guy and Brown,
Jessica. 2008. Making REDD Work for the Poor. Poverty Environment
Partnership Report.

Pokharel, B. and Baral, J.C. 2008. From Green to REDD, from Aid to Trade:
Trandating the Forest Carbon Concept into Practice. Journal of Forest and
Livelihood Vol 8 (1). pp.39.

Pokharel, B., Byrne, S. 2009. Climate Change Mitigation and Adaptation
Strategiesin Nepal's Forest Sector: Can Rural Communities Benefit? NSCFP
Discussion Paper No. 7. Nepal-Swiss Community Forestry Project:
Kathmandu.

Putz, F. E., Zuidema, Pieter A., Pinard, M. A., Boot, R. G, Sayer, J. A., Shell,
D., Sigt, P, Elias, Vanclay, J. K. 2008. Improved Tropical Forest Management
for Carbon Retention. PLos Biology 6(7). pp. 166.

Rana, E.B. 2008. REDD- an Option of Carbon Finance and Its Impact of
Livelihoods of Usersin Nepal: A Case Sudry from Dhading District, MSc
Thesis. University of Munich: Germany.

Ranabhat, S., Awasthi, K.D. and Malla, R. 2008. Carbon Sequestration Potential
of Alnus nepalensis in the mid hills of Nepal, A Case Study from Kaski
District. Banko Jankari 18(2). pp. 3-9.

REDD-Monitor. 2008. Analysis, opinions, news and views about Reduced
Emissions from Deforestation and Forest Degradation. REDD-Monitor.
Available at:

http://www.redd-monitor.org/2008/11/03/what-is-a-forest/#more-380

Rikimaru, A. 1996. LANDSAT TM Data processing Guide for Forest Canopy
Density Mapping and Monitoring Model. ITTO workshop on utilization of
remote sensing in site assessment and planning for rehabilitation of logged-
over forests. Bangkok, Thailand, July 30-Agusut 1,1996. pp.1-8.

Rikimaru, A. 2002. Concept of FCD mapping model and semi-expert system.
Paper presented at the International Workshop on Tropical Forest Cover
Assessment and Conservation Issuesin Southeast Asia, 12—14 February 2002.
Dehradun, India, 1IRS.

141



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

Rikimaru, A., S. Miyatake. 1997. Development of Forest Canopy Density
Mapping and Monitoring Model Using Indices of Vegetation, Bare Soil and
Shadow. Available at: http://www.gisdevel opment.net/aars/acrs/
1997/ts5/ts5006.shtml

Roy, PS., S. Miyatake., A.Rikimaru. 1997. Biophysical Spectral Response
Modeling Approach for Forest Density Stratification. Available at: http://
www.gi sdevel opment.net/aars/acrs/1997/ts5/ts5008.shtml

Rudel, T.K., O.T. Coomes, E. Moran, F. Achard, A. Angelson, J. Xu, and E.
Lambin, 2005. Forest transitions. Towards a global understanding of land
use change (Part A). Global Environmental Change 15 (1). pp. 23-31.

Santilli, M., Moutinho, P, Schwartzman, S., Nepstad, D., Curran, L., Nobre, C.
2005. Tropical Deforestation and the Kyoto Protocol: An Editorial Essay.
Climate Change 7. Mountinho, P. and Schwartzman, S. Instituto de Pesguisa
Ambiental da Amazonia and Environment Defense. Belem.

Seppala, R., Buck, A., and Katila, P. (eds.) 2009. Making Forests Fit for Climate
Change. ERWENKO.

Sharma, S. and J. Suoheimo 1995. Observation on rot in sal forestsin the Terai,
FMUDP working paper (20). HMGN/FINNIDA: Kathmandu.

Sherpa, P. D. 2002. Adivasis/Janajatis in National development: Major Issues,
Constraints and Opportunities. 11DS: Kathmandu.

Sherpa, P. D. 2005. | LO Convention no 169 and peace building in Nepal. NEFIN:
Kathmandu.

Sherpa, PD. 2009.Challenges and Opportunities for indigenous nationalitiesin
the face of REDD partnerships in Nepal. Indigneous affairs. REDD and
indigenous peoples. IWGIA: Denmark.

Shrestha, B.P. 2008. An Analytical Sudy of Carbon Sequestration in Three
Different Forest Types of Mid-Hills of Nepal, A Case Sudy from Palpa,
MSc Thesis. Institute of Forestry, Tribhuvan University: Pokhara.

Simula, M. 2009. Towards defining Forest degradation: Comparative analysis
of existing definitions.Discussion Paper presented at the Technical Meeting
onAssessment and Monitoring of Forest Degradation September 8-10 2009.
FAO: Rome.

Singh, P.B. 2005. Carbon Sequestration in Community Forest System, BSc
Thesis. Institute of Forestry, Tribhuvan University: Pokhara.

142



References

Skutsch, M., Bird, N., Trines, E., Dutschke, M., Frumhoff, P, de Jong, B.H.J.,
van Laake, P, Masera, O., & D. Murdiyarso. 2007. “Clearing the Way for
Reducing Emissions from Tropical Deforestation.” Environmental Science
and Policy, 10. pp. 322-34.

Souza, C., Firestone L., Moreira Silva L. Roberts, D. 2003. Mapping Forest
Degradation in the Eastern Amazon from SPOT 4 through Spectral Mixture
Models. Remote Sensing of Environment 87. pp. 494-506.

Springate-Baginski, O., Blaikie, P, Banerjee, A., Bhatta, B., Dev, O.P,, Reddy,
V.R., Reddy, M.G, Saigal, S., Sarap, K. and Madhu, S. 2008. Forests, People
and Power: The Political Ecology of Reformin South Asia. Blaikie, P. and
Springate-Baginski, O. (eds). Earthscan: London. pp: 27-60.

Staddon, S. 2009. Carbon Financing and Community Forestry: A Review of the
Questions, Challenges, and the Case of Nepal. Journal of Forest and
Livelihood 8 (1).

Tauli-Corpuz, V., Chavez, R.D., Baldo-Soriano, E., Magata, H., Golocan, C.,
Bugtong, M. V., Enkiwe-Abayao, L. and Carino, J. 2009. Guide on climate
change & indigenous peoples. TEBTEBBA: Baguuio.

Tewari, A. and Karky, B. S. 2007. Carbon Measurement Methodology and
Results. Reducing Carbon Emissions through Community-managed Forests
inthe Himalaya. Kamal Baskota, Bhaskar Singh Karky and Margaret Skutsch
(eds.). ICIMOD: Kathmandu.

Tucker, C.J., Townshend, J.R.G. 2000. Strategies for monitoring tropical
deforestation using satellite data. International Journal of Remote Sensing
21. pp.1461-1471.

Uprety and Adhikari. 2006. A case study on marginalized indigenous
communities’ access to natural resourcesin Nepal: National laws, policies
and practices. A report submitted to ICARRD. Kathmandu.

VCS. 2007. Voluntary Carbon Sandard : Guidance for Agriculture, Forestry
and Other Land Use Projects. VCS.

VCS. 2008. Voluntary Carbon Standard: Tool for AFOLU Methodological |ssues.
VCS

Viana, V. 2009. Financing REDD: Meshing Markets with Government Funds.
I1ED Briefing Papers (March 2009).

Viana, V. 2009. Seeing REDD inthe Amazon: A winfor people, treesand climate.
I[IED Opinions (March 2009).

143



Ready for REDD? Taking Stock of Experience, Opportunities and Challenges in Nepal

WECS. 2001. Wood energy planning Nepal. Water and Energy Commission
Secretariat. HMG: Nepal.

WECS. 2008. Sructure of Energy Consumption in Nepal. WECS, Kathmandu
(unpublished office record).

Whitemand, PT.S. 1980. Agronomy research in the hillsareas of Nepal. Terminal
report. FAO: Rome.

WRI. http://www.wri.org/stories/2008/07/groundbreaking-study-finds-hotspots-
most-responsi bl e-deforestation

WWEF. Nd. WWF Forest Carbon Project Checklist. WWF.
Wyatt-Smith, J. 1982. The Agriculture Systemin the Hills of Nepal . APPROSC.

Zahabu, E. 2009.Community measurement of carbon stock changes for REDD.
Presented at the technical meeting on assessment and monitoring of forest
degradation September 8-10 2009. FAO: Rome.

144



International climate negotiations are starting to give shape to a
new policy mechanism that will provide incentives to reduce
carbon dioxide emissions from deforestation and forest
degradation (REDD) by compensating developing countries for
their forest conservation and regeneration efforts. How ready is
Nepal to implement REDD? Does it have the necessary

institutions and technical capacity? To what extent can Nepal
benefit, and in what areas and ways?

Ready for REDD? Taking Stock of Experience,
Opportunities and Challenges in Nepal attempts to bring
together some of the research and analyses that have been done
in Nepal’s context. The book aims to introduce the REDD process
to the general reader and to help them understand the
implications for Nepal. Anyone wanting to learn more about
REDD’s diverse sociocultural, technical, economic, ecological,
institutional and political challenges and opportunities in a
specific geographical context will benefit greatly from this volume.
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