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KEY MESSAGES 

 Incentive Allocation Systems (IAS) are structures which can be used by a country in order to incentivize 

stakeholders to adopt behaviours which are aligned with the national REDD+ objectives 

 There is no UNFCCC guidance or requirement for countries to design and implement an approach for 

allocation of incentives. 

 Incentives and Allocation Systems should be effective, efficient and equitable 

 The design of an IAS should address seven important issues  
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INTRODUCTION 

This module will discuss the approaches to allocation of incentives, also called benefits sharing system, as a way to 

incentivise stakeholder actions. This module includes sections on: 

 What is an incentive allocation system 

 What are the key principles to follow when establishing an incentive allocation system 

 Issues to address in an incentive allocation system.  

What is an Incentive Allocation System (IAS)? 

Incentive Allocation Systems (IAS) are structures which can be used by a country in order to incentivize stakeholders 

to adopt behaviors which are aligned with the national REDD+ objectives. It can also be known as “Benefit Sharing 

Systems” or “Benefit Distribution Systems”. The term “IAS” might be the most appropriate, in order to avoid potential 

confusion with “multiple benefits” which is a very different issue, and to reduce the risk of assumption that a project-

based approach is proposed. Also, the term “benefits” implies a reward for actions already undertaken; but an 

alternative approach is to provide investments for future action. The term “Incentives” captures both views. 

INCENTIVES 

In the case of REDD+, incentives are Policies and Measures (PAMs) which are designed to encourage specific actions 

from stakeholders. There are different types of incentives: 

 Direct incentives e.g. cash transfer, participatory management, etc. 

 Policy and governance incentives e.g. tenure clarification, agricultural intensification, etc. 

Incentives can be considered as investments in order to get emission reductions (ER), or can take the form of a 

redistribution of Results-Based Finance (RBF) gained from measured ER. 

IAS UNDER THE UNFCCC 

There is no UNFCCC guidance or requirement for countries to design and implement an approach for allocation of 

incentives. Only one COP decision relates to allocation of incentives: 

1/CP.16; Appendix 1; para 2(e) 

“… actions referred to in paragraph 70 of this decision [i.e., the 5 REDD+ activities] are not used for the conversion 

of natural forests, but are instead used to incentivize the protection and conservation of natural forests and their 

ecosystem services, and to enhance other social and environmental benefits” 

Note that this does not imply that results-based finance must be used to provide incentives to stakeholders. However 

most countries appear to have decided that this is a logical approach, and the demand for guidance on incentive 

allocation systems is high. 

Not all PAMs need to be associated with incentives to stakeholders. Indeed, some PAMs may be effective by 

eliminating “perverse incentives” or direct subsidies promoting forest destruction. This is addressed in Module 9: 

REDD+ Finance. 

Although COP guidance is lacking, an IAS which is non-transparent, or which allocates incentives to parties not directly 

engaged in reducing emissions is probably not going to satisfy the Green Climate Fund or donors that Cancun 
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safeguards are being “addressed and respected”. More information on Safeguards can be found in Module 7: 

Safeguards. 

REFLECTION POINT 

Other than cash, what incentives do you think would work most work effectively to encourage local communities to 

adopt behaviours that align with REDD+ objectives? 

Characteristics of an IAS for REDD+ 

A system for IAS for REDD+ should be: 

 Effective: the incentives serve to reduce emissions from forests and to promote removals by forests to 
the maximum extent feasible.  

 Efficient: the incentives reduce emissions (and promote removals) in such a way as to minimize costs 
(while being consistent with a rights-based approach).   

 Equitable: the incentives are shared in a manner that is fair and equitable, particularly for the benefit of 
the most vulnerable 

Ways to ensure the IAS presents those three characteristics are presented in the following sections of the module. As 

a contribution to countries addressing and respecting the Cancun safeguards, the IAS for REDD+ should also: 

 Ensure the full and effective participation of all relevant stakeholders (Decision 1/CP.16, Appendix 1, 
paragraph 2[d]); 

 Empower transparent and effective national forest governance structures (Decision 1/CP.16, Appendix 1, 
paragraph 2[b]); 

 Engender respect for the knowledge and rights of indigenous peoples and members of local communities 
(Decision 1/CP.16, Appendix 1, paragraph 2[b]). 

EFFECTIVENESS 

The incentives should be made available at the optimal time, in the optimal amount and in the optimal form to 

effectively promote the desired actions and ensure sustainability of the results or maintain the desired actions. The 

time, amount and form need to be clearly defined and understood by both recipients of incentives and those 

providing incentives, and are subject to (negotiation and) agreement between parties – this consultation and 

negotiation process is similar to the process required for Free, Prior and Informed Consent (FPIC), which is detailed in 

Module 11: Public Awareness and Stakeholder Engagement. 

OPTIMAL TIME 

Some incentives can be provided before results are obtained, as an investment, and to establish good will; others can 

be viewed as rewards for successful actions. Since results-based finance comes only after results have been verified, 

some initial investment is required – subsequently this can be reimbursed from results-based finance. Some bilateral 

agreements, such as Germany’s REDD+ early Movers programme (REM) can also pay for past results.  

OPTIMAL AMOUNT 

They also need to be adequate to stimulate and maintain the desired actions. Consideration of opportunity costs may 

provide some help, but the definition of the amount of the incentive should not be viewed as a simple arithmetic 

exercise. In-kind incentives are complementary to financial incentives. Finally, some incentives can be non-financial 

and adequate; for example, improved access to extension services, or improved tenure security. 
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OPTIMAL FORM 

The incentive’s form also needs to be clearly defined and understood by both recipients of incentives and those 

providing incentives – subject to (negotiation and) agreement between parties. Stakeholders will have preferences, 

and if the incentive is provided in a form that does not meet their preferences, effectiveness is adversely affected. For 

example, in Viet Nam a survey of stakeholders in Lam Dong province revealed that there was a preference non-cash 

incentives
1
, as such, providing a mix of incentives between cash and in-kind might is key. 

EFFICIENCY 

In a national REDD+ Programme, there are certain operational elements, such as National Forest monitoring Systems 

(NFMS – discussed in Module 5: National Forest Monitoring Systems) and Safeguards Information Systems (SIS – 

discussed in Module 7: Safeguards) that carry recurring costs. These costs, which are essentially “fixed” as they are 

independent of the volume of emissions reductions secured, may need to be covered from results-based finance. This 

will limit the amount of results-based finance available to be used in the provision of incentives, so a system to 

allocate incentives needs to be financially efficient. Financial efficiency can be promoted by using financial institutions 

as service providers. For example, the Amazon Fund uses the Brazilian Development Bank (BNDES) to administer the 

incentive system.  

Administration costs can be reduced by avoiding the need for the funds to transit through several institutions before 

reaching their final destination (a “cascade” of funds from the national, to state/provincial, to district/local levels, for 

example).  A cascade also increases risks of corruption. The system also needs to be institutionally efficient, especially 

for links between reporting, decision making and delivery. If a report indicates that a milestone has been reached, 

which triggers the delivery of an incentive, the affected stakeholders need to receive that incentive promptly in order 

to remain engaged and committed. 

EQUITY 

The system needs to incentivize fairly. Those undertaking comparable interventions and achieving comparable results 

should receive comparable incentives, irrespective of social position, ethnicity, gender, or any other social parameter. 

Without clear equity, social tensions will increase and stakeholders will cease to be engaged. This, in turns, requires 

transparency – agreed incentives negotiated with different stakeholder groups should be public knowledge. 

Equitability can be defined in different ways: 

 On the basis of “rights” (but rights to what?); 

 On the basis of costs incurred in implementing policies and measures; 

 On the basis of results achieved (but difficult and costly to measure at a scale that is relevant to 
allocation of incentives). 

As women and men use forests and engage in differing economic activities, consideration of gender when defining 

and sharing REDD+ benefits is critical. However, women may be disadvantaged or marginalized in traditional or formal 

processes, particularly land tenure, which can lead to them to having unequal access to information and legal 

processes, or not being involved in decision-making processes on benefit sharing mechanisms and structures. Women 

may also be excluded from REDD+ benefits due to weak right to land and trees, or simply not have a bank account. 

Some questions to ask, and help guide this work: 

 Is the land tenure and resource use system equitable with regards to gender? 

                                                                 
1  REDD+ compensation packages in Lam Dong Province, Vietnam Assessing the preferences of forest communities 

http://pubs.iied.org/pdfs/G03699.pdf  

http://pubs.iied.org/pdfs/G03699.pdf
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 Is there transparency with regards to financial transfers to and within communities? 

 Is there a strong national law on gender in environmental/social impact assessments? 

 Is there a fair and accessible system to address grievances and conflict? 

REFLECTION POINT  

Do women have the same legal rights to resources as men? 

Answer the five above questions for your country. Do you think women would have equal access to REDD+ benefits?  

Design of an IAS 

Given the principles presented above, the design of an IAS should address seven important issues, which are listed 

below. 

ISSUE 1: WHO QUALIFIES TO RECEIVE INCENTIVES?   

Answering this question requires properly addressing the equity issue between those who incur costs, those who have 

rights to the forest and those who deliver results. If qualification is on the basis of rights, it is important to understand 

that the UNFCCC does not require the definition of carbon rights, since reporting on emission reductions is at the 

national level and the responsibility of the country. 

In Vietnam, there are 7 categories of forest “owners”. All are considered eligible for incentives except for the Armed 

Forces. 

ISSUE 2: ON WHAT BASIS SHOULD DECISIONS ON ALLOCATION OF INCENTIVES BE MADE?   

In theory, this could be based on performance in terms of emission reductions/removal enhancements. However, it 

would be immensely expensive to measure emission reductions/removals at a scale relevant for allocation of 

incentives – the costs would probably exceed results-based payments received. Therefore an alternative measure of 

performance is needed. A measure based on inputs is far easier to assess and can be assumed to be related to 

emissions reductions/removals. 

ISSUE 3: HOW WILL THE DATA FOR DECISIONS (EITHER INPUT-BASED OR OUTPUT-BASED) BE COLLECTED, ANALYZED, AND SHARED?   

To promote efficiency, costs of data collection, analysis and results dissemination should be kept low. The role of 

participatory data collection should be considered. For some types of data collection, self-reporting with spot checks 

may be most efficient. For example, communities may self-report areas of bare land planted, or person-hours of forest 

patrolling, but forest authority may be responsible for checking accuracy of reported data. 

ISSUE 4: WHO WILL MAKE THE DECISIONS, BASED ON THE COLLECTED AND ANALYZED DATA?   

In order to ensure transparency and to avoid risk of corruption, the decisions cannot be made by stakeholders who 

are potentially eligible for incentives. Therefore, if there is some type of committee or board to make decision, 

members of this committee or board (and the organizations they may represent) should not be eligible for incentives 

ISSUE 5: HOW WILL THE TYPE OF INCENTIVE (MONETARY; VARIOUS TYPES OF NON-MONETARY) BE DECIDED?   

In order to promote effectiveness, stakeholders should be able to indicate preference in the type of incentive since 

they will respond more positively to incentives that match their wishes. Type of incentive should be consistent among 

similar stakeholders. A registry may be required to maintain a record of incentives to be provided (and conditions to 
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be met in order for them to be provided). This registry should be available for inspection and verification, at least by 

the stakeholders themselves 

ISSUE 6: HOW WILL THE INCENTIVES BE DELIVERED?   

This of course depends on the nature of the incentives. In order to promote efficiency, existing mechanisms may be 

available for delivering monetary incentives – for example, many countries have experience of conditional cash 

transfers in the health and education sectors.  Stand-alone REDD+ “funds” should not be the default choice.  

Other types of incentives will require different mechanisms. Technical support incentives (for example, agricultural 

intensification and alternative livelihood options) may be delivered through specialist governmental or non-

governmental agencies. 

REFLECTION POINT 

What existing mechanisms does your country have in place that could be used to deliver incentives? 

ISSUE 7: HOW WILL THE SYSTEM BE MONITORED?  

Monitoring of performance, used to trigger the delivery of incentives, is part of the role of the NFMS (addressed in 

module 5). Variables used to assess performance of eligible recipients of incentives should be integrated into the 

NFMS. Monitoring of the delivery of incentives (in accordance with conditions recorded in the registry) should be the 

role of the REDD+ management agency 

Figure 10.1, below, depicts a hypothetical IAS, and Table 10.2 demonstrates how each of the seven principles 

discussed above are addressed in this hypothetical system. 

FIGURE 10.1 EXAMPLE OF AN IAS STRUCTURE 

 
Source: UN-REDD Programme 

TABLE 10.2: SEVEN PRINCIPLES OF IAS, AND HOW THESE ARE ADDRESSED IN FIGURE 10.1. 

Principle How it is addressed in the example 

1. Who qualifies to receive incentives?  Implementation planning supported by the REDD+ Agency 
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identifies stakeholders to be involved in implementing 

specific PAMs 

2. On what basis should decisions on allocation of 

incentives be made?  
NFMS data is submitted to the REDD+ Management Board 

3. How will the data for decisions (either input-

based or output-based) be collected, analyzed, 

and shared?  

Responsibility of the agency(ies) responsible for the NFMS 

4. Who will make the decisions, based on the 

collected and analyzed data?   
REDD+ Management Board 

5. How will the type of incentive (monetary; 

various types of non-monetary) be decided?  
REDD+ Agency supporting implementation planning 

6. How will the incentives be delivered?  

National REDD+ Fund Administrator delivers funding to 

entities identified in implementation planning to be 

responsible for delivering agreed incentives 

7. How will the system be monitored?  
Through reports of the REDD+ Agency, REDD+ Management 

Board, and National REDD+ Fund Administrator 

IMPORTANCE OF PARTICIPATORY PROCESSES IN DESIGN OF SYSTEMS TO DELIVER REDD+ INCENTIVES  

Design of incentive allocation systems that are effective, efficient and equitable, and that satisfy the seven principles 

discussed above, is a complex process that requires consultation and communication with a broad range of 

stakeholders. Figure 10.3 below presents a process which could be used to ensure that the design process is 

appropriately participatory. The process begins by recognizing that different stakeholder groups have different 

perceptions, and the need to understand these differences in order to develop a common vision through training, 

awareness-raising, and the establishment of platforms for on-going consultation. More information on participatory 

processes can be found in Module 11: Public Awareness and Stakeholder Engagement. 

 FIGURE 10.3 A METHODOLOGY FOR DESIGNING INCENTIVES 

 
Source: The Forest Dialogue (TFD): Country Options for REDD+ Benefit-Sharing; Insights from TFD’s Multi-Stakeholder Dialogue Initiative (2014) 



10. Approaches for Allocation of Incentives 

 9 

EXAMPLES OF EXISTING SYSTEMS TO DELIVER REDD+ INCENTIVES  

Despite an enormous amount of debate, there are as of yet few examples of REDD+ allocation of incentives systems, 

even in voluntary market projects. There are however, many examples of relevant systems in the Payments for 

Ecosystem Services (PES) and Sustainable Forest Management (SFM) programmes. 

Many of the examples are lacking in one or more of the 7 key issues described previously.  For example: 

 Participatory identification of the nature of incentives is rare – often the incentives are defined by 
government (and are often cash-based) 

 Monitoring of performance may be weak or absent 

 Equity is poorly defined and applied 

 Decision-making is opaque 

THINGS NOT TO DO 

An analysis of lessons learned from early attempts to implement REDD+
2
  include four indications relevant for 

allocation of incentives: 

 DO NOT assume what motivates political leaders and other key stakeholders to change behaviour 
without a careful analysis and understanding of the context.  

 DO NOT offer largely results-based finance to low-capacity countries, jurisdictions or local stakeholders 
and expect them to perform. 

 DO NOT look to REDD+ payments or corporate supply chains as the sole solution to the problem. 

 DO NOT underestimate the problem of political and bureaucratic capacity and turnover in countries. 

CASE STUDY 

EXERCISES 

1.  Is the following statement true or false? 

An Incentive Allocation System (IAS) can also be known as a “Benefit Sharing System” or “Benefit Distribution System”.  

  

                                                                 
2
 Early Lessons from Jurisdictional REDD+ and Low Emissions Development Programs” by Greg Fishbein and Donna Lee (World Bank 

and The Nature Conservancy), http://www.nature.org/media/climatechange/REDD+_LED_Programs.pdf 

http://www.nature.org/media/climatechange/REDD+_LED_Programs.pdf


10. Approaches for Allocation of Incentives 

 10 

2. Characteristics of an IAS for REDD+ (The numbers in 

brackets are the letters in each answer). 

Across 

2 - (9) The incentives serve to reduce emissions from forests and 

to promote removals by forests to the maximum extent feasible. 

5 - (8) Respect for the knowledge and rights of indigenous 

peoples and members of local communities 

Down 

1 - (9) The incentives reduce emissions (and promote removals) 

in such a way as to minimize costs (while being consistent with a 

rights-based approach). 

2 - (9) The incentives are shared in a manner that is fair and 

equitable, particularly for the benefit of the most vulnerable. 

3 - (7) Transparent and effective national forest governance 

4 - (6) The full and effective participation of all relevant 

 

 

 

 

Across answers 

2 Effective  

5 Engender 

Down Answers 

1 Efficient  

2 Equitable  

3 Empower  

4 Ensure  

 


