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1. INTRODUCTION

Global climate change due to the emission of green house gases (GHGS) is already occurring,
and there is now substantive quantitative evidence of global warming. For example, in the
12-year period between 1995 and 2006, eleven of these years were the hottest yet recorded
(IPCC, 2007). The very visible signs of climate change include rising sea levels, accelerated
decline of the arctic ice shelf and of glaciers across all continents and an increase in the
number of extreme climatic events (IPCC, 2007).

Even though climate change poses several major challenges to the world, it also brings new
opportunities for sustainable development. To contribute to the efforts of addressing climate
change, carbon markets have developed rapidly over the past years. These markets grew by
100% in value between 2007 and 2008, to more than USD 126 billion (Bayon et al. 2009).
Among other activities, this market has been supporting projects that curb deforestation and
promote reforestation in developing countries contributing to sustainable development, and
providing rural communities with additional opportunities to increase income and diminish the
poverty level.

In order to take advantage of these new opportunities, a framework for a community forest
climate project was developed in Zambézia Province, Mozambique during 2008-2009. The
aim was to draft a project concept and identify the loopholes and barriers that one faces in
engaging communities in the efforts to address climate change. It was an effort to contribute to
a bottom-up proposal on how to develop forest climate projects instead of relying solely on the
commonly used top-down approach where national and international polices’ dictate how rural
communities should manage their lands in order to take advantage of the carbon markets.

This paper summarizes the 10 most important lessons learned while designing the Zambézia
project framework. Even though the numerous documents published in the past years on how
to integrate forests and communities into the international climate framework are excellent
contributions, papers on the complexities of how to effectively develop community forest
climate projects on the ground are still scarce. The paper aims to complement policy
publications with practical lessons derived from field observations, and contribute to the REDD
debate in Mozambique as well as to international policy discussions.

! For example the Clean Development Mechanism (CDM) A/R framework does not take into account that forest
carbon projects, especially when developed with communities, are more than just emission reduction schemes,
but about improving local governance. As a result, only eight A/R projects achieved registration out of more than
1800 currently on the UNFCCC CDM pipeline (as of November 1st, 2009).
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2. ZAMBEZIA COMMUNITY FOREST CLIMATE PROJECT

The Zambézia community forest climate project framework was designed during 2008-2009 as
a result of desk and field studies in Mozambique. To generate clear and authentic lessons,
several local stakeholders were consulted, including national and local government officials,
international and local non-governmental organizations (NGOSs), project developers, and
community members located in the area screened and classified as eligible to develop a
REDD+ A/R project. In addition, other similar community climate forestry initiatives were
identified and studied. The most relevant for this specific case is the N hambita initiative
located in Sofala Province in Mozambique.

The project design included the following main steps:

e Analysis of the current state of the carbon markets and the different standards
available to develop carbon forestry projects.

e Analysis of the Mozambican climate change profile, including climate change policies,
national capacity and status of carbon forestry projects in the country.

e Available land identification including the potential to develop REDD projects, and
further analysis of two areas which could potentially host pilot projects.

e Stakeholder consultation through interviews and workshops on national and
community level.

¢ Design of a payment scheme.

¢ Identification of options to design a management organization for the potential project.

¢ Identification of the barriers related to implementing the project.

¢ Project framework drafting.

The screening study and field analysis identified a preliminary area of 4 700 ha in the Maungo
community near Mocuba town with potential to host a REDD+A/R program (Figure 2.1). The
community was consulted and is willing to host the project. Local NGOs and local government
endorsed the idea and are available to provide technical assistance.

Figure 2.1 Location of Zambézia community forest climate project in Mozambique
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3. LESSONS LEARNED

From developing the Zambézia project 10 main lessons were identified. These lessons can
serve (i) Mozambique as a country when developing its national forest climate strategy and
implementing its national forest program; (ii) project developers (private sector, NGOs, or local
governments) planning to develop community carbon projects; (iv) International donors willing
to promote opportunities for climate forest projects; and (v) international negotiators wishing to
understand the complexities related to promoting forest climate projects with communities on
the ground.

The lessons:

1. Land is not abundant and access to land must be secured

2. There are significant barriers to entry in the carbon market

3. Forest climate projects must be developed under an internationally recognized offset
standard

4. There is very little capacity, at all levels, in Mozambique to develop forest climate projects

Carbon projects should be developed promoting also other activities simultaneously

Communicating the concept and the principles of a ‘carbon project’ to rural communities in

Mozambique is extremely challenging

7. Regular and upfront payments are required to maintain interest and to show that the

project is real

Carbon projects can take a long time to develop

Upfront external investment is a pre-requisite for the start-up phase of a community

carbon project

10. A management organization that will coordinate and manage the activities is critical to the
success of the project

oo

8.
9.

3.1 Land is not abundant and access to land must be secured

This lesson deals with two principal issues related to land use: (i) land access, and (ii) land
security (permanency of the project).

While Mozambique is a large country, much of the accessible land is being used and not lying
idle available for carbon projects. The potential project sites visited in Zambézia were being
used for different activities by communities, such as cattle grazing, charcoal making, small-
scale cultivation etc. This means that there are opportunity costs because of these pre-existing
uses, whether or not these activities are legal or illegal.

Due to the existing, often poorly documented or informal land uses, the detection of potential
areas for carbon projects is difficult and should always involve thorough field checks,
community consultations and verification of existing land titles through relevant government
organizations.

While satellite imagery and maps may portray large blocks of potential land cover types, the
land uses in these blocks are often discontinuous and in many cases crossing local
administrative boundaries. In the Zambézian case, one of the potential project sites identified
using satellite image/Geographic Information System (GIS) based screening had a total of
4 700 ha of land. This was split into a forested patch (1 000 ha), a partly deforested patch
(750 ha), a patch with current high rates of deforestation (1 400 ha) and a deforested area
under small scale cultivation (1 550 ha). So while the area of land suitable for carbon projects
adds up to a large total, this is always interspaced by several other land areas that are not
necessarily available. This is often the case for project areas that fall within communal areas
with high population densities.
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Access to land is also affected by the expectations of the communities. For the rural
communities in Mozambique the most common expectations are related to increased income
or employment possibilities. Communities living in poverty may also lose their interest in a
project if the benefits cannot be seen in relatively short time. Therefore securing the land
access requires a project developer to actively engage in community consultations and to start
the actual project implementation in reasonable time after raising the community expectations.

Securing the land title (DUAT) is among the principal measures to be implemented. The
importance of property rights for poor communities has been widely discussed and there is
evidence that formalization of land rights brings positive social and economic impacts to the
communities. In Mozambique, acquisition of DUAT can be based on (i) customary occupation,
(ii) good faith occupation, or (iii) concession based lease hold (50-years renewable).

In areas with good accessibility, infrastructure and good soils the competition for land has
already begun, and due to the poor cadastral system in Mozambique private concession
based leaseholds are often given out without sufficient knowledge on customary or good faith
occupation based land use rights. Even though community consultation is required by law
before granting leasehold, it is often done superficially and too hastily and the communities do
not have enough knowledge on how to defend their right to land. Therefore it is important to
formalize the community based DUAT and bring it to the cadastral system to avoid possible
“capture” of the area.

It is foreseen that investments in agriculture and other intensive land uses are increasing in
near future, especially in areas with good market access and productivity. Therefore a carbon
project needs to be developed in a way that the community will maintain the interest to
continue the project regardless of competing investments on land. This will require steady and
sufficient income that outweighs the opportunity costs from other uses - otherwise the
permanency of the project may be jeopardized. Sufficient income requires also easy and
stable access to markets for the produced goods. Unless the market access is granted, land
use for carbon projects cannot be secured.

After securing land title a comprehensive social study needs to be conducted to identify best
possible uses for the land and to understand the community perceptions towards the proposed
new land uses, which in fact means changing their source of livelihood. In planning new uses
for the land, the areas outside of the production and afforested areas have to remain in
balance with existing land uses so as not to threaten food and fuel production.

Another factor that may affect negatively the permanency of a carbon project is the
unpredictable actions taken by the government officials. As an example, one can look at the
Chipanje Chetu wildlife and natural resource management project in Northern Niassa
Province, which was based on an agreement between local communities, a private hunting
operation and the district administration. The project was stopped because the provincial
government cancelled the hunting license of the private hunting operator in 2005. Certain
powerful political figures and economic and political interests seem to have influenced the
decision (Norfolk & Tanner, 2007).

3.2 There are significant barriers to entry in the carbon market

As highlighted, investments in carbon markets have been growing rapidly. The World Bank
(2009) reported that the market has reached USD 126 billion last year and has more growth
prospects for the near future. Even though the opportunity exists, in reality, the market has not
been able to effectively reach out to the poorest countries. To be able to elaborate and
implement a project, a number of rules must be strictly followed, but they are rather technical
and inaccessible to most stakeholders located in least developed countries (LDCs). To add to
the problem, forests are not currently fully accounted for in the Kyoto Protocol or included in
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the largest emissions trading mechanism, the European Union Emission Trading System (EU
ETS), even though they are considered essential for combating climate change. Therefore,
only specific types of forestry projects are eligible.

In the regulated market, the CDM mechanism was created to simultaneously generate
emission reductions and promote sustainable development. In theory, it would have been a
great mechanism to promote sustainable growth in Africa. However, this internationally
acclaimed mechanism was not able to reach Africa because of the complexity of its rules and
the time consuming and expensive process to register projects. As of 1* of November, 2009,
Africa was hosting less than 3% of the projects currently listed in the CDM pipeline?.

In addition, CDM only allows for afforestation and reforestation projects to be promoted,
leaving a number of other forest climate projects such as sustainable forest management
(SFM) and avoided deforestation out of its scope. To date, only 8 forestry projects have been
registered under the Kyoto Protocol CDM mechanism, accounting for less than1% of the total
number of projects

The voluntary market does not have as strict rules, but even in this market the share of
community forest climate projects is not significant. One of the main barriers relates to the
costs associated with setting up a community project. Several upfront investments® need to be
done to prepare for the project. This market is considered more accessible, but there are still
several technical issues that need to be addressed (e.g. leakage, permanence, additionality)
that are not yet well understood.

Despite the challenges this market has been hosting a greater number of forest related
projects compared to the regulated one. Recent estimations are that land-based credits’
(reforestation, REDD, SFM) projects account for 11% of the market (Ecosystem Marketplace
2009). Therefore, for the time being, it is a safer bet to develop projects under the voluntary
system. Also, even if REDD is included in the next international climate agreement, not all
countries will be able to comply with upcoming rules under the regulatory market in the short
term, so the voluntary carbon market will remain important.

Africa is home to a large percentage of highly vulnerable forest-dependent people, and
ecosystems with high importance that are found nowhere else in the world. If rules to access
the carbon markets are not made simpler, nor adapted to African conditions, the continent will
never leave its high dependence on foreign aid.

3.3 Forest climate projects must be developed under an internationally recognized
offset standard

The compliance market (e.g. CDM) has strict rules on how an offset project must be
developed, including methodologies that must be meticulously followed. This control aims,
among other, to provide the international community with the assurance that the carbon
credits generated are real. The voluntary market allows for more flexibility when it comes to
types of projects that can be developed as well as the manner in which they are developed.
Nonetheless, there are many critics to ventures developed under this market, given that it is
not well regulated. Critics have raised concerns about the real additionality of projects as well
as on issues related to fairness, equity, and the absence of proof that real reductions were
achieved. In order to address these concerns and assure transparency and provide
accountability to credit buyers, project developers have been increasingly implementing
ventures following the guidelines of one of the several standards available in the market.

2 http://www.cdmpipeline.org/
® Investments in activities such as: acquiring legal land title; raising awareness; and
negotiating with the communities;
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There are four main carbon offset standards that can be applied to forestry projects globally
and that are currently active within the VCM: Community Carbon and Biodiversity Standard
(CCBS); CarbonFix Standard (CFS); Plan Vivo Systems and Standard; and Agriculture,
Forestry and Land Use Voluntary Carbon Standard (AFOLU VCS). Each of these standards
has a different focus, and sometimes the standards can be combined”.

For this specific community project a combination between CCBS and CFS is the preferable
option. CCBS was chosen as it is highly accepted in the market and assures that
environmental and social benefits will also be delivered to the communities. However, given
that Plan Vivo provides good guidelines and tools on how to work with communities and
implement projects on the ground, it is suggested that lessons from this standard should also
be taken into account when designing and implementing community forest climate projects.

Even though carbon credit buyers in the markets showed preference for the combination of
VCS and CCBS, projects certified under the VCS AFOLU program can only provide ex-post
certificates. There is a considerable debate around ex-ante credits versus ex-post credits. Ex-
post systems only emit carbon certificates for the amount of carbon already stored, whereas
ex-ante credits account for the future COZ2-fixation of the trees. In an ex-ante system
permanence is also monitored, verification is required, and only part of the carbon finance is
paid upfront to project participants. However, given the higher risks, as the certificates are
being issued before the actual emission reduction occurs, projects need to put mechanisms in
place to ensure the delivery of the emissions reductions. Even though these types of credits
carry higher risks they still seem more attractive to community projects as upfront finance is
often crucial for the success of the project. The N'hambita community forest climate project,
for instance, required external up-front finance to cover costs of the project implementation for
4 years. Only then income from carbon sale was able to cover the project expenses.

3.4 There is very little capacity, at all levels, in Mozambique to develop forest
climate projects

There is very little capacity in Mozambique on climate change issues, especially on forestry
aspects related to climate change. Even though workshops have been promoted in the
country to build capacity to establish CDM projects®, only one CDM project has been approved
under the CDM EB on fuel switch. A handful of NGO’s have been planning to support REDD+
activities, but so far only one community forest climate project has been fully implemented in
the country (N’hambita).

The low capacity in the country has several repercussions. Only a handful of stakeholders are
equipped to promote forest climate projects. It is often difficult to mobilize a team of capable
national experts that is willing to move to the rural area. There are international experts
available, but using them will increase the costs of project implementation. On the government
side, it is important that civil servants support projects in their different phases as several
activities such as DUAT and licensing process, require the cooperation of the government. In
addition to project developers and governmental officials, civil society in general should also
be aware of the elements and difficulties linked to developing community forest climate
projects, otherwise projects will suffer from uninformed criticism.

The challenge of the limited capacity and skills in Mozambique is not new and is certainly not
uniqgue to REDD. Many of the Community-based natural resource management (CBNRM)
programmes in the region have identified similar issues. As a result, many national and

* There have been several attempts to compare forest carbon standards. Some examples: Lopes, P. 2009. Review of
Forestry Carbon Standards; Merger, E. 2008. Forestry Carbon Standards 2008
® E.g. a government initiative in 2003, Programme for Cooperation on Environment and Development of Dutch
Ministry of Foreign Affairs, and an initiative from the Embassy of Norway in 2008.
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regional CBNRM programmes in Africa included support to the education, training and
curriculum development that has facilitated the emergence of a cadre of multi-disciplinary
scholar-practioners (see Murphree & Taylor 2009; Child 2009). The Zambézia project
recognizes that training and capacity building activities must be promoted towards all actors
and are the key for efficient project development and to have the community members take
over ownership of the process.

35 Carbon projects should be developed promoting also other activities
simultaneously

The Zambézia project was initially developed to host A/R activities. However, after the area
was further studied, and available areas were assessed, the project decided to promote also
REDD+, as avoiding deforestation and conserving forests might increase awareness on the
potential carbon value of the native forest to the communities.

One of the problems that can arise if projects focus solely on promoting avoided deforestation
and degradation is that communities will just receive the financial compensation from not
deforesting and may shift their deforestation activities, to other locations. However, if
communities are actively engaged in reforestation and such activity generates income, then it
is possible that they will forgo those activities leading to deforestation.

In addition, to REDD+A/R, several other activities should be promoted simultaneously. This
approach should be pursued mainly for three reasons. Firstly, the community members do not
initially grasp the concept of generating and selling carbon credits, as such product does not
have a physical shape or value according to their traditional way of conceiving a market. If the
project is developed solely with this purpose, it will be more difficult to have the community
take ownership of the process. If other goods are traded concurrently, the carbon aspects can
be explained more carefully over time.

Secondly, one cannot assume that the communities will leave their current agricultural
practices to pursue carbon credits. Food security and fuel production from forests are major
concerns in countries like Mozambique and therefore must be integrated in any carbon related
project. Thirdly, diversifying activities increases the range of options that build the adaptive
capacity of communities. In the face of changing climates, they have a wider base of livelihood
options that are less climate-sensitive.

3.6 Communicating the concept and the principles of a ‘carbon project’ to rural
communities in Mozambique is extremely challenging

Communities understand that climate change is happening as they have been witnessing and
feeling the impacts of severe, drastic weather pattern changes over the last years. Discussing
droughts and floods are their way to relate to and believe in climate change. However, it is a
challenge to explain how planting trees or protecting existing ones can contribute to change
this scenario and stabilize the climate. The concept of carbon and GHGs can be explained
with pictures of pollution and fires and deforestation. However, because of the precarious
nature of their livelihoods, the main concern of the community focuses on the levels of
incentives that they could earn either through wage labour or on-farm activities.

It is important to discuss and emphasize the development of other tangible activities and
products alongside carbon trading to assure community members that there will also be other
benefits than just planting trees or maintaining forests. Toolkits and manuals designed for
communities in other topics such as payments for environmental services (PES), community
based natural resources etc. can be adapted and used to communicate with communities.
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These again need to be simplified and communicate issues that communities can relate to
rather than explaining things in abstract.

Making a parallel with CBNRM experience, it took a long time for people in many communities
to see wildlife as a valuable asset. Even today there are people within CBNRM areas that
reject wildlife as anything other than a problem. Similarly any other environmental service may
be rejected for a variety of reasons. It will take a long time and many careful and innovative
strategies to communicate that there is a ‘market for carbon’. Over time, the communities’ own
experience and observation on how the area changed from degraded to forested, how micro-
climates were improved as a result of reforestation, how there was an increase on biodiversity
in the area, how the new forest is helping regulate water flow and improve quality, and how
they are able to make a better living through SFM, will convince the community members that
forests are not only an opportunity to make fast cash through deforestation, but a powerful tool
to improve their well being in many different ways.

3.7 Regular and upfront payments are required to maintain interest and to show
that the project is real

Stakeholders in Zambézia (communities, government, NGOs) expressed the need to see real
benefits from the proposed carbon project as a key condition for its success. Such claim
comes from the various examples of projects that were proposed in the region, but did not
result in benefits to the stakeholders involved. One of the many examples is the government’s
jatropha plantation. Government officials asked communities in the area to plant jatropha in
their agricultural plots and in return promised to buy the seeds. Two years have passed and
the seeds remain stacked in a community house, spoiling.

After so many promises that have led nowhere, the local communities have become doubtful
about the ability of projects to deliver benefits. Therefore, it is even more important that carbon
projects ensure that upfront and regular payments are delivered to community members to
maintain their interest and to show that the project is real.

The timing of payments is critical for the success of carbon projects. These projects do not
provide annual cash payments for the entire duration of the project. A balance however should
be made between keeping the interests of communities alive throughout the project period, the
significance of the payments to make material difference to communities as well as the risk of
paying most of the revenues too early when the carbon credits have not yet been delivered.
The community has to be fully aware of these considerations when the payment schedule is
negotiated, as considering only one aspect at the expense of the others actually jeopardises
the credibility of the project and the delivery of carbon credits. It should also be clear to
communities that the expected benefit from the project is not only the carbon revenue. Rather,
carbon revenues are quite limited. Other revenues will arise from additional activities or
enterprises that the communities will develop using the available resource base (See lesson
3.5). These may not all necessarily deliver cash benefits, but may deliver benefits in kind as
well.

3.8 Carbon projects can take a long time to develop

For the project to be set up, made operational and generate carbon credits several activities
need to be undertaken. A lot of biophysical and socioeconomic data and analyses are
required in order to quantify carbon and address the key issues of additionality, leakage and
permanence. These often take time, and require the technical support of experts who are not
readily available in the project area (or even in the country). Conducting an analysis of the
drivers of forest loss, and designing the activities that need to be put in place to reduce this
loss, as well as the mechanisms for communities to participate in such activities, take a long
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time. Some of the conditions that guarantee permanence, such as clarifying and ensuring
tenure rights and effective enforcement of laws, are often outside the confines of the project
boundary, and therefore require the support of other players such as the government. In the
case of Zambézia, for communities to implement the project, they have to apply for land rights
certificates (DUAT) from government, and this takes time, involving surveying the land as well
as developing land use and management plans (see lesson 3.1). Methodologies for forest
carbon projects are still evolving. Applying methodologies in a specific setting will involve a
period of learning and adapting the standard steps of a methodology to local settings.

While projects developed for the voluntary market may take less time, the steps involved in the
CDM project cycle demonstrate what a project has to go through before certified emission
reductions are issued. These include project identification, project idea note, project concept,
government endorsement, project development document, validation by the DOE, registration
with the CDM Executive Board, monitoring, verification and certification. The speed at which
these steps are undertaken will vary by project.

The N hambita community carbon project has evolved over 4-5 years before it was able to
finance its activities from carbon revenues (Envirotrade, 2007). In the Zambézia case, the
process of consultations with all stakeholders, from communities to central government, was
also a lengthy one, often involving several iterations. It has taken several field visits by experts
in this project to figure out the possible nature of a management organization and a potential
payment scheme. A much longer process will be required to fully implement the project.

The history of community based natural resources management projects and programmes in
east and southern Africa demonstrate that long periods of time are needed for these to
become fully functional, let alone sustainable. In many cases, projects start as pilots, requiring
policy change before they can be scaled up. Getting stakeholder buy-in and building capacity
(including putting in place the needed administrative and project management structures) will
take time, involving carefully negotiated steps. Community forest carbon projects will not be
exempted from these lengthy processes. The processes may be faster, however, where
communities already have experience on running similar projects, and where the national
policies and legislation are supportive.

These examples also imply that it may be necessary to start projects on a small scale. The
N’hambita project in Mozambique and most CBNRM projects started with a few communities
where the potential for success was high before expanding to other areas. Starting small
enables projects to experiment and learn and define operational guidelines without taking too
much risk. Subsequent participants will avoid the mistakes and problems encountered in the
learning phase.

3.9 Upfront external investment is a pre-requisite for the start-up phase of a
community carbon project

As highlighted, several activities need to be undertaken before having a community based
carbon project operational. These include fairly costly and technical processes, which the
communities are unable to carry out or finance independently. Therefore substantial funding is
necessary to come from ODA and/or other sources as grants during the inception phase. This
is likely to last between three to four years. N'hambita received a EUR 2 million grant from the
European Commission in 2003 to set up the necessary activities and structures. After four
years, it no longer depended on external aid, as the project had become fully self-sufficient
with the income from the carbon credits. By the end of 2008, the project had sold over
USD 1 million worth of carbon credits generated on approximately 1 500 ha, and the project
managers estimate that, in the next couple of years, this amount will increase substantially.
These numbers show that the benefits of investing in a community carbon project have high
potential to overcome the costs.
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Some of the basic activities that require upfront grants include:

e Performing a socio-economic study to identify the project area baseline

Composing an organized community association and establishing legal land rights to

exploit the area

Conducting an inventory of the current status of the area

Identifying suitable management alternatives and species for the project

Producing a master plan of activities to be implemented

Training community members to perform project activities

Developing a carbon trust fund

e Studying and developing methods to assess carbon density of the species to be used
in the project

e Defining a project baseline

¢ Identifying deforestation activities and build a plan to address them

e Studying the risk of leakage and designing a plan to address it.

3.10 A management organization that will coordinate and manage the activities is
critical to the success of the project

Community forest carbon projects are very complex to develop. A large number of rather
complex activities will be required, and many stakeholders need to be involved in the process.
In addition, rural communities in Mozambique do not currently have the technical knowledge to
propose and develop carbon projects by themselves. To assure that the project is formulated
and implemented efficiently, an entity external to the community must take the leading role of
the process; a management organisation, which is trusted by local communities, should be
formally established.

This management organization has several roles:

o Coordinate all the different stakeholders that are involved in the process, such as the
government; local NGOs that provide assistance on land tenure issues and building
community capacity on diverse issues; academia; carbon credit verifiers; technical
assistance providers to assure that the project is conducted efficiently and transaction
costs are kept low

e Link communities with international carbon markets, as such communication requires
international knowledge and contacts which the communities lack.

e Assure permanency to the project, as it will guarantee that the project activities are
efficiently implemented and the project area will be permanently allocated for the
activities designed.

e Manage the investments made in this venture, linking international carbon buyers and
the community; and administer a carbon payment system, which can reach cost-
effectively the numerous small-scale farmers involved.

The format of this management organization will vary depending on the individual case. An
existing NGO in the area or a private forest company could assume these roles. Another
option is to establish a new legal entity, a company or association that can have the
community members as shareholders or members.
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