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Overview

• REDD needs unprecedented financial flux 
to forestry

• Incentive versus Tax system
• Value of GEO & Forest Management plans 

for REDD



Domestic and international financial policy 
instruments targeting deforestation

 Incentives type Tax type 
International 
funding 

• ODA funding  support to 
national “avoided 
deforestation” policies 

• Carbon credits trading  

• International agreements: 
payment above negotiated 
deforestation level 

Domestic 
funding 

• “avoided deforestation” 
policies financed through 
subsidies. 

• Redistributive budget 
schemes  

• Environmental services 
payment  

• Land clearance tax 
• Timber sales tax 
• Non-renewable energy tax 
• Emission tax 

 



Two Mechanisms for Avoided 
Deforestation

• Deforestation Tax
– Assuming Monitoring System for D
– Reinvested Tax revenues in Rural Development 

Schemes 

• Carbon Stock Rental Contract (series of 
tCERs types)
– Assuming fully operational Land Management 

Plans identifying Deforestation ex ante.



2035 Scenario: 
50% Deforestation

Incentive Scheme: tCER
•$ 6/tC/5yr

Tax Scheme
•$ 9/tC (all Slash-burn)
•$12/tC (FAO HWP)
•$25/tC (all HWP pool)



2035 Scenario: 
50% Deforestation

Total Investment Required

$33 Billion per Year



Manna from the Trees?

• 33 bn/year reduce deforestation by 50%

• 18 bn/year total investment in forestry
– 600 million FDI (agri, hunting, fishing & for)
– 564 million ODA to forestry
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Tax and Rental fee revenue streams

Carbon RentalTax
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Tax and International Fungibility
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Expenditures under Information 
Asymmetry



Few Players in Avoided 
Deforestation
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REDD impact on ETS

Regional
scenario

Regions 
participating

Current 
CDM 
regions

Rainforest
regions

EU EU-27

EU +
EU-27
Japan

Canada
Former Soviet Union

EU ++

EU-27
Japan

Canada
Former Soviet Union

Australia
USA

China
India
Brazil

Mexico
South Korea

Africa
South-East 

Asia
Central 

America
South 
America

Anger et al. 2007



Avoided deforestation and the CDM: 
Permit price impacts

LINKING ETS
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Conclusions

• REDD is a major financial effort with 
substantial impact on trading price

• Choice on Tax versus Credit System 
depends on which Information we will 
generate.

• Few big players
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Summary
• Florian

– AFOLU necessary wedge for ambitious climate targets
– Money Pump
– Certification to ensure SD

• Petr
– Short-term Adaptation ( Malnutrition) versus Long-term 

Mitigation Objectives
– Policy coordination 

• Michael
– Manna from the trees?
– Transaction costs

• Jan



Elements of the Way Ahead
Global Forest Monitoring Global Forest 

Management Plan
UNFFF

UN - Forces For Forests

Land Management Capacity 
Building Facility

Carbon Markets

ODA, Debt4N Swaps, Charities etc….

National and Sub-National
Avoided Deforestation
Programs & Projects



ContactContact
Michael Obersteiner, Petr Havlik, Florian Kraxner, 

Forestry Program
International Institute for Applied Systems Analysis, IIASA 
Laxenburg, Austria
www.iiasa.ac.at

Jan Boerner and Sven Wunder,

CIAT/CIFOR
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