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Further thoughts on stakeholder perceptions from 1st dialogue

This breakout group generally endorsed the main issues generated by stakeholders at the first dialogue. It was felt that most of the statements were rather broad and that the next steps should be to develop them, unpack them and make them more specific. The following refinements and new inputs were suggested:

REDD is a tool for SFM. Resourcing SFM is our interest, not financing REDD as an end in itself. But we must focus on the latter while keeping the former in mind - to serve the negotiations. This will help us insist on REDD plus. 


Short-term efforts may lead to negative long-term effects if we do not get the instruments right.

Yet REDD unlikely to focus where perhaps needed most – the governance paradox – practical compromises called for. It is looking increasingly unlikely that there will be support for REDD in contexts where basic governance/framework conditions are not in place.  

There may be ‘sub-prime’ carbon out there that nobody will want to buy – like illegal or ‘difficult’ timber. 

Issues that greatly affect the type and range of eligible/benefiting countries:

· The strength expected of governance prerequisites 

· Reference levels/baseline – however they are set (and there are hugely differing propositions) they greatly benefit some countries ahead of others. And if each country negotiates its own level/baseline then an international system cannot be developed 

Negotiators say they are grappling with these issues - but how/when?

Promise-based assistance at the expense of performance-based deals? A phased approach is indeed necessary – from readiness then implementation, to pre-readiness, readiness, policies and measures, implementation - but care will be needed to ensure preparatory phases are not too long and degrade the potential of REDD transactions. e.g. FIP seems to have expectations of reductions in deforestation whilst still in a readiness phase. The promise-based assistance phase should not go on too long at the expense of performance-based deals.  

Don’t overload REDD – avoid perversities.. Care is needed not to load everything into REDD, or to expect miraculous results from an arrangement that is primarily emissions driven. E.g. some IP groups may have unrealistic expectations that REDD will be a route to much greater land tenure security.

REDD will exacerbate or create problems and perversities if it is got wrong – e.g. governments taking back tenure, and other speculative interests moving in, where forests become economically attractive. 

Care also is needed with simplistic assumptions about traditional or indigenous ways being impermeable, unchangeable or sacrosanct – in some contexts they may be repressive and exploitative, and in many contexts they are constantly evolving. In any case, climate initiatives alone are unlikely to solve major contradictions or constraints they face. 

Keep the management focus on forests not carbon. Carbon ideally should be one unit of measure – in measuring the effort of avoiding deforestation. Problems arise when carbon becomes an economic unit itself – e.g. governments saying they own carbon when it becomes economically valuable (and would therefore own oxygen or hydrogen if it was valued?). 

Forests should be managed rather than forest products (carbon). If management of forests is sound then carbon and other products will be managed. Avoid separate carbon and forest tenure – this creates both market and management distortions.

Experience with other PES in practice offers much hope. E.g. in Vietnam the government regulates certain water transactions but does not own the water. There is considerable money in e.g. energy companies paying for cooling water.   

Bundling of ES will be critical to make REDD viable. Bundling generates more cooperation between sectors. A bundled approach makes REDD cheaper (i.e. questions the notion that $12 billion is the opportunity cost of forestry – that forests are worth nothing standing. We know that standing forests do/can have tangible value – bundling ES can deliver this)     

REDD plans need to be mainstreamed. Plans need to be integrated with integrated water resource management, biodiversity plans, etc. REDD can stimulate cross-sectoral cooperation. And make REDD strategy part of broader mitigation strategy – not a stand-alone effort. Good practice is evident here in Guyana and Panama so far – where REDD plans are being put installed in national mitigation and development plans.

Key role for TFD and partners – translating lessons from the ground. Nobody has yet worked out how to do project crediting on the ground at the same time as developing PAMs at national level. There is a key role for TFD, its partners, and related initiatives to translate lessons from the ground and show how things can be done.

Social and environmental safeguard issues

Right and capability to organise and represent. One critical governance component – and safeguard consideration – is that stakeholder groups, notably indigenous peoples, small forest owners, community groups and small forest enterprises – and others commonly marginalised in decision-making have the capability to organise and represent themselves in key forums and decision-making processes.

The point made in the Intercooperation document at the end of section 2.3.3 on p12 about promoting forming associations is worthy of greater attention. 

Safeguards versus conditionalities. Take care with overloading safeguards, which in any case sovereignty often overrule. E.g. Brazil has rejected  conditionalities – suggesting it merely be paid on delivery. This is attractive compared with many of the complicated alternatives – yet not many countries have the capabilities of Brazil. 

Safeguarding investments? The international community needs to develop the means to safeguard respect for private sector investments - to hold governments to account when they rip up investment contracts or otherwise change the rules.  

Phased approach – the next step is to show what this could look like   

Show how to organise finance to support good forestry and livelihoods. Flesh out what good finance for forestry and livelihoods looks like at the point of delivery. Show the elements of finance for forestry and livelihoods that have proven to work. It is flexible and adaptive – yes – but not so flexible and adaptive to be without some long-term rules. 

Phased Approach Time Line - notes

The breakout group suggests using the Background Paper((P.21-22,24), Meridian Report Handout and FCPF possible RPP template as source material in developing the following table. Our additional notes follow: 
 
	
	Preparation and Readiness
	Policy and Measures
	Implementation

	Safe Guards
Background Paper p.8-9:2.3.2;2.3.3;2.3.4
	Care with overloading preparation before the start line – need to get experiments moving

Each phase conditional on performance in the last. Graduating from one phase to another – major questions – particularly from PAM to implementation

This needs to be transparent. E.g. participation in FCPF should not be a pre-condition for participation in FIP or other in Phase 2. Are FCPF and UN-REDD equivalent, and what is the equivalence with country self-supported process?  All types will ultimately need to be verified

Safeguards in this phase are focused on planning how things are going to be done

Mapping out who the stakeholders are. Strengthening participation mechanisms, information flow – true awareness and engagement 

Identifying what the co-benefits and threats are


	Strategic environmental assessment

Environment/biodiversity integrity safeguards installed

Social – livelihoods guarantees and organisational rights 

Human rights/ political expression rights 

Above depends in practice on who is funding – bilateral versus multilateral etc

UNFF agreements and ITTO PC&I useful here 
	Implement agreed safeguards – emphasis on internationally agreed frameworks 

	Financing Mechanisms & Practicality

p.19-21
	Grant funds – but insufficient funds on the table for this yet. Will have to make small number of pilots work 

Link and learn from the voluntary carbon market

National forest financing plans. Financial strategies – plan for how funds might be secured and managed in future 

Consider from an early stage – relationship between funding going in and value of eventual emissions reduction coming out (investors only interested in this phase to the extent that it might help secure their later investments - hence need for emphasis on public funds)

Bias towards particular well-organised country groups exists. Need to strike a practical balance between planning for emissions gain and country capabilities/likelihood of delivery.

Learn the lessons of finance that works for forestry – best practice. SWAPs. Targeted, managed, diverse, small, accountable, long-term and flexible finance.

Learn lessons of CDM - low transaction costs have to be traded off with certainty of emission reductions


	Public funds/ voluntary contributions.

Mixed instruments - grants, loans, concessional loans

Domestic funding from national budgets 

Pilot performance based payments

Constructing/building finance systems based on national and local funding mechanisms that work

Predictable amounts over a defined period needed (US Bill here is a key development)

FIP is supposed to be a prototype which ends in 2012 – but in practice it will morph into a mix of FCPF, UNREDD etc (donors like WB structure, countries want something under the convention). GEF question


	Performance payments at a large scale

Clear standards, transparency and low enough transaction costs to be viable 

	Key Characteristics
	[see RPP template – but strengthen stakeholder organisation and engagement mechanisms and legitimate process]

Verification will be under UNFCCC

Keep preparation rooted in forests and livelihoods

Dialogue – getting house in order on technical and stakeholder issues

Mapping rights and capabilities 

Actual political will – showing integration of REDD with PRSPs or other development thinking – mainstreaming 

Legislation – constraints and opportunities clarified 

Define assumptions and map hot-spots at national level (assumptions about emissions gain and potential for action etc)

Global baseline and national target? [get the wording right on this point]. Baseline and what proportion of change over baseline will be compensated. Relate to global baseline – but who gets what piece of the pie. Countries might negotiate their national targets and then be measured against them – might these become rather meaningless internationally while process standards in practice become the focus of assessment.   

 Transparency and accountability mechanisms built

Similar formats in reporting and evaluations

Collaborations built between national REDD processes (getting beyond the immediate competition)
	Sustainable development frameworks shape PAM

Filling the gaps identified and aiming for no contradictions in key policies

Safeguards in place

Stakeholders organised and empowered 

The above involves confronting and turning over major power imbalances – this is a big project! Big questions of credibility of PAM in practice and implementation likelihood 
	Fungible carbon market? Plus funds?

Real payments for real  goods 

	Main Capacity Building Needs 
	Clear understanding of needs 

Governance

Tenure

Monitoring – MRV

Regional approach to some capacities needed

South-south cooperation initiatives
	Local institutions 

National guarantor institutions

Incentives (tax etc) for organisation
	


Recommendation

Small working group needed before next dialogue to make the agenda as bold as possible with regard to the negotiations 

