
Payments for forest 
environmental services (PFES) 
in Vietnam
Findings from three years of implementation

The sustainable management and protection of Vietnam’s forests and 
NCPFUECRGU�KU�XKVCN�HQT�VJG�JGCNVJ�CPF�YGNN�DGKPI�QH�KVU�TWTCN�EQOOWPKVKGU��(QTGUVU�
play a crucial role in protecting watersheds, preventing soil erosion, maintaining 
VJG� YCVGT� E[ENG�� CPF� ƂIJVKPI� ENKOCVG� EJCPIG�� 6KODGT� CPF� PQP�VKODGT� HQTGUV�
products (NTFPs) are an important source of income and nutrition. But economic 
development and growing demand for food, energy and wood resources are 
putting increasing pressure on Vietnam’s forests and landscapes.

6Q�RTQVGEV�VJGUG�XKVCN�GEQU[UVGO�UGTXKEGU��KP������VJG�)QXGTPOGPV�QH�8KGVPCO�
DGECOG�VJG�ƂTUV�EQWPVT[�KP�#UKC�VQ�KPUVKVWVKQPCNK\G�C�PCVKQPYKFG�RQNKE[�QP�2('5��
/CPFCVGF�VJTQWIJ�)QXGTPOGPV�&GETGG�0Q�����VJG�2('5�RQNKE[�TGSWKTGU�WUGTU�QH�
forest environmental services to make payments to suppliers of these services. 

5GTXKEGU�� CU� QWVNKPGF� KP� &GETGG� ��� KPENWFG�� YCVGTUJGF� RTQVGEVKQP�� PCVWTCN�
NCPFUECRG�DGCWV[�RTQVGEVKQP�CPF�DKQFKXGTUKV[�EQPUGTXCVKQP�HQT� VQWTKUO�� HQTGUV�
ECTDQP�UGSWGUVTCVKQP�CPF�VJG�TGFWEVKQP�QH�ITGGPJQWUG�ICU�GOKUUKQPU�VJTQWIJ�
VJG�RTGXGPVKQP�QH�FGHQTGUVCVKQP�CPF�HQTGUV�FGITCFCVKQP��CPF�VJG�RTQXKUKQP�QH�VJG�
HQTGUV�J[FTQNQIKECN�UGTXKEGU�HQT�URCYPKPI�KP�EQCUVCN�ƂUJGTKGU�CPF�CSWCEWNVWTG�

Vietnam’s Ministry of Agriculture and Rural Development (MARD), which 
is responsible for implementing PFES, has successfully issued procedures 
CPFGUVCDNKUJGF�ƂZGF�RC[OGPVU�HQT�YCVGTUJGF�CPF�NCPFUECRG�DGCWV[�RTQVGEVKQP�
UGTXKEGU�� � +P� CFFKVKQP�� VJG[�JCXG� KFGPVKƂGF� HQTGUV�GPXKTQPOGPVCN� UGTXKEG�WUGTU�
CU�YCVGT� UWRRN[� EQORCPKGU�� CPF� J[FTQRQYGT� RNCPVU� CPF� VQWTKUO� EQORCPKGU��
and suppliers as forest owners – individuals, households, communities or 
organizations who hold forested land titles.

Currently, MARD is developing a framework to capture payments for the forest’s 
J[FTQNQIKECN�UGTXKEGU�RTQXKFGF�VJG�CSWCEWNVWTG�UGEVQT��CPF�KU�NKPMKPI�RC[OGPVU�
HQT�HQTGUV�ECTDQP�UGSWGUVTCVKQP�UGTXKEGU�VQ�VJG�70�NGF�4'&&
�UEJGOG�
4GFWEKPI�
Emissions from Deforestation and forest Degradation), which is moving into the 
pilot phase.

Suppliers of forest environmental services are forest owners – individuals, 
households, communities or organizations who hold forested land titles. 
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Vietnam’s payments for forest 
environmental services (PFES) 
policy aims to incentivize 
individuals and communities 
to sustainably manage and 
protect their forests by 
providing compensation for 
their efforts.
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PFES in Practice
The relationship between suppliers and users 
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The PFES policy aims to improve forest quality and quantity, increase the forestry 
sector’s contribution to the national economy, reduce the State’s financial burden 
for forest protection and management, and improve social well-being.  
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Achievements

More than twenty legal instruments – Decrees, Prime Ministerial Decisions and Circulars – form the 
legal basis for PFES implementation in Vietnam. Forest protection and development funds (FPDFs) 
have been established at both central and provincial levels with provincial FPDFs dominating the 
institutional setting for PFES. Provincial FPDFs sign contracts with buyers and collect payments, prepare 
payment plans, monitor and release payments to service suppliers and report to the central FPDF. 
To date, 40 provinces have established steering committees, of which 36 provinces in Vietnam have 
established provincial FPDFs,and 31 provinces have established fund management units to oversee 
PFES implementation (VNFF 2014)

The establishment of a legal PFES framework reinforces political commitment 
for PFES and strengthens the capacity of implementing agencies

5KPEG�KVU�KORNGOGPVCVKQP�KP�������2('5�JCU�IGPGTCVGF�C�VQVCN�TGXGPWG�QH�OQTG�VJCP�80&������VTKNNKQP�
QT�CRRTQZKOCVGN[�75&�����OKNNKQP�
80((��������5WEJ�OQDKNK\CVKQP�QH�ƂPCPEKCN�TGUQWTEGU�JCU�OGCPV�VJCV�
PFES has not only increased the contribution of Vietnam’s forestry sector to the national economy but 
KV�JCU�CNUQ�TGFWEGF�VJG�ƂPCPEKCN�DWTFGP�QH�VJG�5VCVG�VQ�RTQVGEV�CPF�OCPCIG�KVU�HQTGUVU�

PFES revenue is supporting the forestry sector’s contribution to the national 
economy

In several provinces, such as Lam Dong, Lai Chau and Kon Tum, PFES payments to individuals, 
JQWUGJQNFU��EQOOWPKVKGU�CPF�EQORCPKGU�GZEGGF�VJG�ƂPCPEKCN�UWRRQTV�QH�80&���������RGT�JC�RGT�[GCT�
provided by the government to forest owners for forest protection and development through the State 
budget (VNFF 2014). The PFES policy is also beginning to raise awareness among communities about 
the role of forests for ecosystem services. This combination has encouraged local communities to more 
actively protect and manage their forests sustainably. In provinces such as Quang Nam and Dak Nong, 
villages have even used PFES payments to establish patrol teams to support forest protection. 

%QOOWPKVKGU�DGPGƂV�HTQO�KPETGCUGF�ƂPCPEKCN�UWRRQTV��LQD�ETGCVKQP�CPF�ITGCVGT�
awareness of forest protection and sustainable forest management

In recent years, the Vietnam forest protection and development fund (VNFF) has witnessed a reduction 
in the number of violations against the Forest Protection and Development Law and a reduction in the 
area of degraded forests. Violations almost halved between 2008 and 2013 and the area of degraded 
HQTGUVU�KP������KU�NGUU�VJCP�QPG�SWCTVGT�QH�VJG�CTGC�QH�FGITCFGF�HQTGUVU�TGEQTFGF�KP������

PFES is contributing to the protection of the environment



#NVJQWIJ� 2('5� JCU� UWEEGUUHWNN[� OQDKNK\GF� ƂPCPEKCN� TGUQWTEGU�� C� PWODGT� QH� QTICPK\CVKQPCN� CPF� VGEJPKECN�
constraints have delayed the disbursement of PFES payments. Overall, FPDFs have disbursed to service 
suppliers 81% of total revenues collected in 2012, and 76.2% of total revenues collected in 2013 (VNFF 
2014). Challenges that have hindered payments include: incomplete forest inventory, slow land allocation 
RTQEGUUGU�� NCEM�QH� VGEJPKECN� CPF�ƂPCPEKCN� ECRCEKV[� CV� EGPVTCN� CPF�RTQXKPEKCN� NGXGNU�� CPF�YGCM� EQQTFKPCVKQP�
among government agencies. Transaction costs also tend to be high due to the large number of forest 
QYPGTU�� EQORNGZ� CFOKPKUVTCVKXG� UVTWEVWTGU� CPF� VJG� NKOKVGF� ECRCEKV[� QH� QHƂEKCNU� VQ� EQOOWPKECVG� CPF� TCKUG�
CYCTGPGUU�QH�VJG�DGPGƂVU�QH�2('5�
2JCO�GV�CN��������

Limited technical and communications capacity of implementing agencies slow down 
PFES payments and keep transaction costs high

Recommendation: Long-term capacity building and awareness-raising of all 
stakeholders is essential for the effective and efficient implementation of PFES. 
This could include prioritizing technical support for improving data on forest areas 
and forest quality, and training officials on the benefits of forest protection and the 
potential value of PFES for improving livelihoods. 

PFES payments continue to be too small to cover the inevitable economic gains of clearing forest for highly 
RTQƂVCDNG�CEVKXKVKGU�UWEJ�CU�RNCPVKPI�OCK\G�QT�EQHHGG��QT�EQPXGTVKPI�OCPITQXG�HQTGUVU�KPVQ�UJTKOR�HCTOU�
2JCO�
et al. 2013). 

PFES payments are comparatively low compared to high opportunity costs

Continued challenges 
and recommendations

$GPGƂV�UJCTKPI�WPFGT�2('5�KU�FGUKIPGF�VQ�OGGV�8KGVPCOGUG�GZRGEVCVKQPU�CPF�KFGCU�QH�GSWKV[��+P�8KGVPCO��
GSWCNKV[�ECP�DG�UGGP�CU�C�HQTO�QH�GSWKV[��'XGT[QPG� KU�EWTTGPVN[�RCKF�VJG�UCOG�COQWPV��TGICTFNGUU�QH�VJGKT�
legal, social or economic status and regardless of the condition of the forest they are paid to conserve. This 
may create situations of unfairness if, for example, certain groups work more on forest protection than others. 
6JKU�TGFWEGU�KPEGPVKXGU�VQ�RTQVGEV�VJG�HQTGUV�QT�GPJCPEG�KVU�SWCNKV[��VJWU�TGFWEKPI�VJG�GHHGEVKXGPGUU�QH�2('5��
Similarly, if each household only manages a small area of forest, they receive only a small PFES payment, thus 
TGFWEKPI�VJG�GHƂEKGPE[�QH�VJG�RTQITCO��%WTTGPV�2('5�RC[OGPVU�CTG�ECNEWNCVGF�KP�UWEJ�C�YC[�VJCV�YCVGTUJGFU�
with a higher percentage of forest area receive a smaller PFES payment per hectare, thus offering little 
deterrent to people for converting land in these areas (Pham et al. 2013) 

9JGP�FGUKIPKPI�RC[OGPVU��VTCFG�QHHU�GZKUV�DGVYGGP�GHHGEVKXGPGUU��GHƂEKGPE[�CPF�GSWKV[
(Loft et al. 2014)

Recommendation: To combat high opportunity costs, PFES could be combined with 
other forestry or economic support programs to direct additional funding for forest 
protection initiatives. To enhance community commitment to PFES, direct cash 
payments could also work alongside non-monetary benefits such as education and 
long-term poverty-alleviation programs.



The Vietnam forest protection and development fund (VNFF) is focusing efforts to build a clear monitoring 
and evaluation system to enhance current monitoring and evaluation guidelines, which remain ambiguous. 
1PG�OCVVGT�VJCV�PGGFU�CFFTGUUKPI� KU� VJG�FKHƂEWNV[�VJCV� NQECN� HQTGUV�QYPGTU� HCEG� KP�CEEGUUKPI�VJG�EWTTGPV�
grievance system. This is due to a variety of reasons, including a lack of understanding of the system and/
QT�VJGKT�TKIJVU��CPF�KNNKVGTCE[�QT�KPUWHƂEKGPV�UWRRQTV�D[�XKNNCIG�NGCFGTU�QT�QHƂEKCNU�VQ�HQTYCTF�NQECN�ITQWRUo�
concerns (Pham et al. 2013). 

A clear monitoring and evaluation system is needed to enhance transparency and 
accountability

Next steps

Recommendation: Transparency and accountability must be embedded across the 
whole PFES process, including opportunities for inclusive community participation. 
This includes the monitoring of PFES contracts and financial flows, and the 
establishment of an accessible grievance procedure for local forest owners. Technical 
support is needed to assist government agencies and partner organizations to 
establish environmental and socioeconomic baselines that will help evaluate the 
target outcomes of PFES. 

Recommendation: Equal payments are considered to be equitable in the Vietnamese 
context, but local perceptions of equity should be taken into consideration. 
Accounting for forest quality and using group/community contracts would improve 
PFES effectiveness and efficiency, whilst combining PFES with other conservation 
programs could enhance overall watershed protection.

6Q�HWTVJGT�GPJCPEG�VJG�GHHGEVKXGPGUU��GHƂEKGPE[�CPF�GSWKV[�QH�VJG�2('5�RQNKE[��VJG�80((�YKNN�EQPVKPWG�VQ
r� develop a framework for the remaining environmental services that are yet subject to payments, namely 

ECTDQP� UGSWGUVTCVKQP� �� VJTQWIJ�EQPVKPWGF�YQTM�QP�4'&&
� KP�8KGVPCO�s�CPF� URCYPKPI�CPF�CSWCEWNVWTG�
UGTXKEGU�

r� increase communication activities to raise awareness and build the capacity of government, households, 
EQOOWPKVKGU�CPF�QTICPK\CVKQPU�VQ�TGCNK\G�VJG�GPXKTQPOGPVCN�CPF�UQEKQ�GEQPQOKE�DGPGƂVU�QH�2('5�

r� GPJCPEG�VJG�VGEJPKECN�CPF�ƂPCPEKCN�ECRCEKV[�QH�IQXGTPOGPV�QHƂEKCNU�VQ�EQNNGEV�HQTGUV�KPXGPVQT[�FCVC��URGGF�
up the land allocation process, and improve coordination and knowledge sharing within and between 
CIGPEKGU�VQ�KORTQXG�GHƂEKGPE[�

r� KPETGCUG�EQQRGTCVKQP�CPF�DWKNF�QP�TGNCVKQPUJKRU�YKVJ�TGNCVGF�RCTVPGTU��
r� FGXGNQR�C�ENGCT�OQPKVQTKPI�CPF�GXCNWCVKQP�U[UVGO�VQ�GPUWTG�VTCPURCTGPE[��KPENWUKXG�RCTVKEKRCVKQP��GSWKV[�CPF�

effectiveness across the PFES policy and implementation process.
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