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Executive Summary

“Rubber Plantation Development and Natural Forest Protection in Vietham” provides an
in-depth analysis of the impacts of the expansion of rubber plantation in Vietnam during
recent years. The report targets the two major cultivation regions of the Central Highlands
and the Northwest which have experienced the most rapid expansion of rubber plantation
area. The report also highlights the impact of rubber development on forest resources,
household livelihoods, and communities as a whole, noting the socio-economic and
cultural impacts in areas where rubber plantations have expanded. The rubber sector
development strategy to 2015 and vision to 2050, approved by the Prime Minister in 2009,
seeks to increase Vietnam'’s rubber plantation area to 800,000 ha by 2020, producing a
total volume of 1.2 million tons of latex and earning approximately 2 billion USD in export
revenue. Presently, statistical data on area, output volume, and total export value have
significantly exceeded projected figures. There are a number of reasons for this failure, in
particular the fact that potential economic benefits from future latex exports need to be

taken into greater account.

The report highlights the fact that expansion of the rubber plantation area has had
substantial impacts on forest resources. In the Central Highlands, as much as 79% of the
new rubber plantations were established on natural forestland not necessarily classified
as poor forests; the conversion of natural forest to rubber plantation was perpetrated not
only by rubber companies but also with the favor of certain local government bodies. The
estimated 397,879 m3 of timber that was savagely harvested during this conversion process
by more than 200 projects in the Central Highlands could only partially reflect the true
volume of harvested timber. In Vietnam'’s Northwest, the expansion of rubber plantations

has and continues to encroach on forests which are directly managed by communities.

Expansion of rubber plantations in regions with suitable climatic and site conditions could
bring great benefit to rubber companies, while local populations typically do not share
in the benefits that current rubber development models provide. Economic benefits are

less secure in regions without suitable conditions: local populations have invested their

Vil
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land and labor to rubber plantation development at the expense of valuable livelihood
and food security contributions from agriculture. Households and communities face great
economic risk under current development models, not to mention facing social conflict
between households within communities, between neighboring communities, or between
local populations and rubber companies. The conversion of community forests to rubber
plantations does not only narrow traditional community space but also deprives household

rights to forest resources.

The Government of Vietnam has identified the conversion of forests to plantations of
industrial crops such as rubber as one of the five drivers of deforestation and degradation
in the country. Presently, Vietnam is actively participating in various international initiatives
such as the Reducing Emissions from Deforestation and Forest Degradation (REDD+) and
Forest Law Enforcement, Governance, and Trade (FLEGT) programmes. The implementation
of these commitments requires Vietnam to establish and effectively operate mechanisms
that address drivers of deforestation and degradation, including the drivers of natural
forest conversion for rubber plantation. To achieve this objective, the government must
strengthen the inspection and supervision of the appraisal, approval, and implementation
processes for forest conversion projects. Companies with a license to convert forestland
to rubber plantations must be obliged not only to comply with basic regulations on
environmental impact assessment but must also conduct wider consultation processes
with local communities. In other words, the government is advised to consider and apply
FPIC (Free, Prior, and Informed Consent) to all projects which convert forestland to rubber
plantations. In this way, all communities will be thoroughly consulted before firms are
licensed for forest conversion. Forest governance should be intensified through close and
effective collaboration between the forestry and rubber sectors as well as between the

various vertical levels of each sector.

Vi
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Il Introduction

Vietnam has become the world’s leading exporter of natural rubber latex. By the end of
2012, the country’s rubber plantation area accounted for 910,500 ha. This total continues to
expand, not only domestically but also due to expansion of Vietnamese rubber companies
in neighboring countries such as the Laos PDR and Cambodia. The current area exceeds the
target of 800,000 ha clearly stated in the country’s rubber development strategy t02020,
approved by the Government of Vietnam in 2009. Presently, more than 80% of the latex
produced is processed for export. China is the largest market and annually consumes more
than 40% of the latex exported from Vietnam. In 2012 alone, Vietnam exported more than
1 million tons — more than 2 billion USD in export value (Ngo Kinh Luan, 2013). Export-
oriented natural latex processing has become a key industry, contributing substantially to

national revenue in recent years.

Revenues from latex export are driving fundamental changes in forest and forestland
resources and affect the livelihoods of thousands of forest dependent households. This
report aims to analyze the impacts of the expansion of rubber plantation area in recent
years with an emphasis on, firstly, impacts on forest resources — What are the impacts of
the expansion of rubber plantation area in recent years on forest resources? Secondly,
economic impacts - What are the economic benefits of the expansion of rubber plantation
area provided to different stakeholders, in particular for households that contributed their
land to rubber companies for expansion of rubber planting area. Thirdly, social and cultural
impacts — What are the impacts of rubber plantation expansion on the socio-cultural

conditions of affected households and communities?

The Central Highlands and the Northwest have faced the most rapid expansion of rubber
plantation area in recent years. By the end of 2012, the total rubber plantation area in
the Central Highlands had increased to 234,602 ha (Ministry of Agriculture and Rural
Development). In 2007, the total rubber plantation area in the 3 Northwestern provinces of
Son La, Dien Bien, and Lai Chau accounted for only 70 ha; by 2012, the rubber plantation
area of these 3 provinces increased to 19,118 ha (MARD, 2013). The rubber plantation area
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in these regions is expected to continue to increase.

This report notes that rubber plantation expansion has had substantial impacts on forest
resources and the economic, social, and cultural conditions in the a fore mentioned two
regions. The Government of Vietham encourages the development of rubber plantations
on degraded forest lands, non-forested land, and low-productivity agricultural areas,
but this policy has not been seriously enforced in some areas. Data from the five Central
Highlands provinces shows that about 79% of the expanded rubber plantation area was
converted from natural forest and that this area was not necessarily classified as degraded
forest. The following figure of timber harvested proved that the converted forestland was
not always degraded forest (see more detailed in series of investigation newspapers in
footnote’) Some 400,000 m3 of timber were harvested from almost 700,000 ha of natural
forest allocated by local governments in the Central Highlands to more than 200 rubber
plantation development projects in the period 2007-2012(MARD, 2012). The timber volume
actually harvested during the conversion process significantly exceeds this statistical
figure. In the Northwest — where the Government does not prioritize rubber expansion -
plantations that were developed were not well-planned and came at the cost of existing

community forests (Nguyen Cong Thao et al., 2013).

There is some doubt over the economic benefits that rubber trees can realistically provide
to the growers especially in regions where soil and climatic conditions are not exactly
suitable for rubber development such as the Northwest. The rubber trees planted in recent
years have not yet reached their harvesting age so their economic value is not ensured.
Additionally, in some locations in the Northwest, rubber plantations established on the
agricultural production land of farming households have eliminated a source of livelihood
and food security. The declinein agricultural production land due to the expansion of rubber
plantations has intensified and will continue to intensify pressure on forest resources as

households may encroach on forestland for their cultivation needs.

Mass development of rubber plantations could potentially result in market risks. Export

prices for rubber latex in 2013 dropped 50% below those of 2012. Some rubber producing

' A number of recent news articles have discussed the deforestation problems accompanying rubber expansion, such
as this one in Tudi Tré news. Sai Gon Liberation (Sai gon Giai phéng) also published a series of reports (Part 1, Part 2).


www.tuoitre.vn/chinh-tri-xa-hoi/phong-su-ky-su/372309/lai-pha-rung-trong-cao-su.html
www.sggp.org.vn/thongtincanuoc/2013/6/320492/
http://www.sggp.org.vn/phongsudieutra/2013/6/320334/
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households suffered as product prices could not compensate for production costs?
Currently, global rubber latex supply exceeds demand (Ngo Kinh Luan, 2013). Rubber
plantation expansion could provide employment opportunities to local populations in

certain locations, but its economic benefits are not ensured.

The reduction of natural forest area due to the expansion of rubber plantations has brought
social and cultural impacts to local populations whose livelihoods largely depend on
forest resources. In some locations, conflicts have emerged among household members,
between different communities, and between households that have contributed land
to rubber companies (Nguyen Cong Thao et al., 2013). Expansion of rubber plantations
into community forests does not only threaten an important livelihood source for local

households but also negatively impacts a community’s local traditions and culture.

Currently, Vietnam is actively participating in the implementation of REDD+ and FLEGT
initiatives. One of the fundamental purposes of these initiatives is to introduce workable
mechanisms that effectively manage and protect the residual forest resources of the country.
The Government has noted that the conversion of forests to plantations of industrial crops
such as rubber is one of the five main drivers of deforestation and degradation in Vietnam
(MARD, 2010; UNREDD, 2011).This report contributes essential information regarding
the effects of rubber plantation expansion on the implementation of REDD+ and FLEGT

initiatives in the future.

The report has utilized various sources of primary and secondary data. Secondary data
includes data on forest and forestland resources from the Vietnam Administration of
Forestry (VNFOREST) and the General Department of Land Administration (GDLA) as well
as technical reports from consulting organizations operating in areas of rubber production,
processing, and export. The report also references articles from relevant press publications.
Additionally, the authors have collected and analyzed Government policies related to
development of rubber plantations in various provinces. Primary data was collected by the

authors through field surveys in Gia Lai and Dak Lak provinces in late April 2013. During field

2 For more detailed information on this issue, please visit Caosu.net articles here and here. In Thailand, decreasing
prices for rubber latex and resulting economic losses provoked recent demonstrations by rubber plantation owners,

as described by Fox News and The Bangkok Post.


http://tuoitre.vn/chinh-tri-xa-hoi/phong-su-ky-su/372309/lai-pha-rung-trong-cao-su.html#ad-image-0
http://caosu.net/content/index.php?option=com_content&view=article&id=2290:gia-cao-su-lien-tc-gim-doanh-nghip-va-tiu-in-gp-kho&catid=82:sn-xut-kinh-doanh&Itemid=459
http://www.foxnews.com/world/2013/09/06/violence-flares-at-thai-rubber-farmer-protest/
http://www.bangkokpost.com/news/local/367790/new-road-block-in-surat-thani-as-rubber-protest-grows
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visits, the authors held a number of meetings and exchanges in order to have crosscheck
collected information with forestry and land administration agencies at provincial,
district, and commune levels and with some state-owned and private rubber companies,
including meetings with managers and employees who were working in these companies.
Additionally, the author group also conducted interviews with some households in the
locations where new rubber plantations recently expanded, including self-invested rubber
planting households and households that did not own rubber plantations. The objectives
of the interviews are collect more insight information from different actors involved in

rubber expansion in the region.

This report is divided into seven sections. The introduction is followed by a second section
that describes global expansion of the natural latex market and the impacts of market
expansion on latex production and export in Vietnam. Section 3 provides analysis of
some Government policies which directly impact rubber plantation expansion in Vietnam.
Section 4 presents the current situation of rubber plantation expansion in the Central
Highlands and the Northwest where rubber plantation area is expanding most rapidly.
Section 5 provides an analysis of some existing rubber development models with a strong
emphasis on the strengths and constraints of each model. Section 6 discusses the impacts
of rubber plantation expansion and targets three major aspects including impacts on
forest resources and economic, social, and cultural dynamics. Section 7 offers conclusions
and summarizes key contents highlighted in the report; it also discusses the implications

of rubber expansion on the REDD+ and FLEGT processes in Vietnam.
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Rubber latex export markets
PA and Vietnam’s position

Ngo Kinh Luan’s “Natural Rubber Industry in 2013" report offers an overall picture of the
world rubber latex market and Vietnam's specific position. According to the author, total
global natural rubber volume in 2012 increased almost 4% compared to that of 2011, with
an output of 11.4 million tons and consumption of 10.9 million tons leaving a surplus of
almost 0.5 million tons. Latex supplied by four Southeast Asian nations accounted for 87%
of total global export volume: Thailand led with 2.8 million tons followed by Indonesia

(2.45 million tons), Malaysia (1.31 million tons), and Vietnam (1.02 million tons).

In 2012, Vietnam produced a total volume of 863,600 tons of rubber latex and was ranked
as the fifth among rubber-producing countries in terms of output volume. The same year,
Vietnam exported 1.02 million tons,336,000 tons more than the total domestic production
volume, 25% more than the export volume in 2011. The total export value was 2.85 billion
USD, 11.7% more than that in 2011. Latex export volume exceeds domestic production
volume due to the fact that Vietnam imports latex from more than 40 countries: major
import partners include Cambodia, Thailand, Myanmar, South Korea, and the Laos PDR.

The total value of the latex imported to Vietnam in 2012 was 803 million USD.

China, the USA, and India are the three largest rubber latex consumption markets in the
world, consuming almost 60% of the world’s total latex production volume annually. China
alone consumes about a third of the rubber latex produced annually, accounting for 25%

of the value of global imports.

The world’s rubber plantation area increases ata rate of 3% per year. In 2012, rubber
plantations covered 9.56 million ha with an average productivity of 1.14 ton/ha. By the
end of 2012, Vietnam’s plantations accounted for 910,500 ha of this total. Vietnam became
the world’s fifth-greatest rubber producer in terms of plantation area in 2011, behind
Indonesia (3.46 million ha), Thailand (2.76 million ha), China (1.07 million ha), and Malaysia
(1.05 million ha).

Currently, almost 56% of Vietnam’s rubber plantations are in production. Unlike Indonesia
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and Malaysia where most rubber is grown in small scale plantations (93% of total rubber area
in Malaysia and 85% in Indonesia), the ratio of small and large scale rubber plantations in
Vietnam is relatively balanced (49.3% are small scale and 44.3%are large scale plantations).
3 In the future, the expansion of rubber areas will mainly focus on development of large

scale rubber plantations.

In Vietnam, regions with the largest rubber plantation area include the Southeast which
accounts for 46.5% of the total rubber plantation area of the country, followed by the
Central Highlands (27.7%). Provinces with the largest rubber plantation area include Binh
Phuoc (22%), Tay Ninh (10%), and Binh Duong (18%). The Central Highlands, however, are
experiencing the most rapid growth. This results from the enforcement of Decision 750/QD-
TTg by the Prime Minister which approved the Rubber Plantation Development Strategy to
2020.Today, Gia Lai has become the key location for rubber plantation expansion with total
area accounting for 12% of the total rubber plantation area of the country. Dak Lak has also
emerged as a province of considerable rubber plantation area with 4% of the total rubber

plantation area of the country in 2012.

Although the Government approved the National Rubber Plantation Development Strategy
to 2020 with the goal of stabilizing rubber plantation area at 800,000 ha, current plantation
area exceeds this target and continues to increase. Before analyzing the reasons for this
overshoot, the following section provides an analysis of some major government policies

and regulations concerning the expansion of rubber plantations.

*The remaining rubber plantation area is privately invested. The information provided in the report does not indicate
that this area is categorized as small or large scale plantations.
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Bl Relevant major policies

One of the major policies related to rubber plantation expansion is Decision 750/QD-TTg,
issued by the Prime Minister on June 3, 2009 to approve the rubber development master
plan to 2015 with vision to 2020. The primary goal of the Strategy is to “exploit and intensify
the efficiency and advantages of land resources and natural conditions in some locations for
sustainable development, "the Strategy makes it legal to “establish new rubber plantations
on unproductive agricultural land and degraded natural forestlands which are suitable to

rubber trees” Some key targets of the Strategy include:

« By 2010: Continue to establish 70,000 ha of new rubber plantations to increase the
country’s total rubber plantation area to 650,000 ha.

« By 2015: Continue to establish 150,000 ha of new rubber plantations to increase the

country’s total rubber plantation area to 800,000 ha.

« By 2020: Maintain the country’s total rubber plantations at a stable area of 800,000 ha.

Table1. Some fundamental orientations for future rubber plantation development

Year Total area (ha) Total volume (mill. ton) Total export value (bill. USD)
2010 650,000 10.8 1.6
2015 800,000 1.1 1.8
2020 800,000 1.2 2.0

Source: Decision 750/QD-TTg

According to the Strategy, ideal land resources for the development of rubber plantations
include unproductive agricultural land, unused land, and land converted from degraded
natural forestland suitable for the ecological demands of rubber trees. Table 2 provides a
summary of the orientations for rubber plantation development by ecological regions to
2020 as stated in the Strategy from the Prime Minister Decision 750/QD-TTg.
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Table2. Orientations for rubber plantation development by ecological regions to 2020

Newly established
plantation area (ha)

Stabilized area (ha) Major land resources

Unproductive agricultural land, degraded

Southeast 25,000 390,000 :
natural production forests

Central Highlands 95,000-100,000 280,000 Unproductive agricultural land, degraded
natural production forests

South Central Coastal 10,000-15,000 40,000 Unproductive agricultural land, degraded
natural production forests

North Central 20,000 80,000 Unproductive agricultural land

. No specific regulations; spontaneous and
o Beterminediby local 00y unplanned rubber plantation expansion
governments

is not encouraged

Source: Decision 750/QD-TTg

To translate these orientations on specificactions on the ground, Decision 750/TTg specifies
that: “Provincial people’s committees, etc. develop the rubber plantation development
master plans at the provincial level and submit to competent authorities for approval;
allocate or lease land and grant land user rights certificates to organizations, households
and individuals to establish rubber plantations in accordance with land specific legislations
and regulations.” For forestland resources planned to be converted to rubber plantations,
the Decision emphasizes: “Provincial people’s committees, etc. provide directions to
implement the conversion process in accordance with legislations and regulations on forest
protection and development and other relevant laws.” Regarding conversion of agricultural
land for rubber expansion, the Decision clearly states:“For production lands which are being
cultivated by farmer households: households within the project sites are encouraged to
lease their lands or contribute capital through the values of their land user rights to rubber
companies and laborers of working age employed to work for these companies.”Regarding
consumption markets, the Decision stipulates: “Rubber companies shall sign farming
contracts with organizations and rubber producers and ensure to purchase all products at

mutually beneficial prices.”

The approval of the Strategy has opened opportunities for many provinces, in particular

provinces located in the Central Highlands region to expand their rubber plantations.
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Within one to two years of the Strategy’s approval, plantation area in provinces such as
Gia Lai, Dak Lak, and Kon Tum had rapidly increased. Although not prioritized as key areas
for rubber development, Northwestern provinces such as Son La, Dien Bien, and Lai Chau
rapidly expanded rubber stocks. With the expectation that rubber trees could provide
considerable benefits, provinces without explicit planning such as Lao Cai and Yen Bai
allowed some forestland to be converted to rubber plantation. * The majority of these
newly-established plantations are large-scale, developed by state-owned or private rubber

companies.

According to the Strategy, land for rubber expansion is to be mobilized from two major
sources: unproductive agricultural lands and degraded natural production forests. Prior to
promulgation of the Strategy, the Government issued important policies which enabled
the execution of the Strategy. Specifically, MARD issued Decision 2855/BNN-KHCN dated 17
September, 2008 thatdeclared rubberamultiple-use tree. The Decision enables provinces to
remove bottlenecks in administrative procedures for developing land for rubber plantation
for example it was not allowed to convert natural forest to other crop without decision
from central government approval, or the rubber plantation project must be based on the
master plan of the regional land use planning, etc... Circular 127/2008/TT-BNN dated 31
December 2008 provided guidance on how to plant rubber trees on forestland, with the

following conditions:

- Rubber plantations established on forestland must follow the rubber development

master plans as approved by Provincial People’s Committees.

« Forestland planned for conversion to rubber plantations must be ensured to meet
certain standards and be suitable for the ecological and growth characteristics of rubber

trees and must achieve high efficiency.

« Environmental impact assessments must be conducted as specified in Decree 21/2008/
ND-CP

The standards specified by Circular 127 required that rubber trees shall only be planted

# Information regarding rubber plantation development in the Laos PDR may be referenced here. For detailed infor-

mation on the rubber plantation development in Yen Bai province, please access Agricultural News (Néng nghiép).



http://baodientu.chinhphu.vn/Home/Lao-Cai-Phat-trien-hon-2000-ha-cay-cao-su-trong-nam-2011/20112/65544.vgp
http://nongnghiep.vn/nongnghiepvn/vi-vn/25/112430/kinh-te/con-lam-gian-nan.html

Rubber Expansion and Forest Protection in Vietnam

in locations below 700m above sea level, and in the northern uplands, below 600m.

Regarding conversion from forestland, Circular 127requires selection of:
« Bare land slated for planting of production forest

- Unproductive plantation production forest

- Degraded natural production forest, with the following stipulations:

- For provinces in the Central Highlands: evergreen broad leaved and semi-deciduous
forest with average stand density below 110m3/ha; mixed timber bamboo forest with
average stand density below65m3 /ha; deciduous forest with average stand density
below 50m3/ha

- For provinces in the Northern Uplands: evergreen broad leaved forest with average
stand density below 75m3/ha; mixed timber bamboo forest with average stand density
below 40m3/ha

Circular 127 specifies a conversion process of forestland to rubber plantation: based on
the rubber plantation development master plan, investment owners select professional
consulting organizations to carry out surveys on land availability, site conditions, and forest
stock; rubber plantation projects are elaborated and dossiers prepared for harvest design
and salvage of forest products; and the Department of Agriculture and Rural development
(DARD) submits these relevant documentations to the Provincial People’s Committee (PPC)
for approval. After the projects have been approved, DARD will issue a harvesting license
for forest products to forest owners (there can be different ones, Forest companies, Rubber

investors, etc.).

In some regions, the Central Highlands in particular, the conversion of forestland to
rubber plantation has caused problems. According to news agencies and various studies,
the conversion process taking place at local levels has not complied with Government
regulations and there are signs of policy abuse by timber harvesters. > Additionally, it is

generally assumed that there are loop-holes in policies regarding forest conversion for

® Discussion of major problems that emerged from conversion of forestland to rubber plantations can be accessed via
The Pioneer (Tién Phong) , Saigon Liberation (Sai gon Giai phéng) (Part 1, Part 2), Lam Sinh Rubber Company, and the

Communist Journal.

¢ Viewpoints of scientists on policy abuse during the conversion process can be referenced here.

10


http://www.tienphong.vn/Phap-Luat/mat-hon-100000-ha-rung-do-chuyen-doi-dat-597137.tpo
http://www.sggp.org.vn/phongsudieutra/2013/6/320425/
http://www.sggp.org.vn/phongsudieutra/2013/6/320334/
http://caosulamsinh.com.vn/index.php?/ban-tin-cao-su/chuyen-doi-dat-trong-cao-su-sang-su-dung-muc-dich-khac-can-duoc-xem-xet-thau-dao.html
http://www.tapchicongsan.org.vn/Home/PrintStory.aspx?distribution=22690&print=true
baodatviet.vn/kinh-te/doanh-nghiep/gstskh-dang-huy-huynh-loi-ich-nhom-phu-phep-rung-giau-thanh-rung-ngheo-de-pha-2354148/
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plantations that enable policy abuse during the enforcement process. ¢ For example, the
criteria to classify poor forest is merely based on volume of trees (with diameter >8cm)
less than 100m3/ha not pay any attention to the biodiversity, protection functions, etc.
The decision of converting natural forest less than 200 ha is authorized to the provincial
level instead of central level approval like in the past. This authority was leading to a lot of

mistake in implementation at the local level without proper monitoring from central level.

During the period 2008-2009, MARD issued some new circulars seeking to tighten control
of this forestland conversion process, especially in the Central Highlands. These included
Circular 58/2009/TT-BNNPTNT, issued by MARD on 9 September, 2009 to replace Circular
127. This Circular provided guidance on rubber planting on agricultural land. Circular 58
specifies that forestland slated for conversion to rubber plantation must meet be one of

the following:
- Non-forested land slated for planting of production forest
- Forested land consisting of plantation production forests
« Forested land consisting of natural production bamboo forest

- Forested land consisting of natural timber production forest, including poor timber
forest, un-stocked forest, or poor mixed-timber bamboo forest, with specific criteria as

follow:
- Poor timber forests with average stand density of 10-100 m3/ha

- Un-stocked timber forest with average diameter below 8cm and with average stand

density below10 m3/ha
- Poor mixed timber and bamboo forest with average stand density below65 m3/ha

Compared to Circular 127, Circular 58 provides stricter regulations on forestland subject to
conversion for rubber plantations. It also does not distinguish between land in the Central
Highlands and Northern Uplands. However, these regulations based on timber density run
therisk of allowing regenerating forests to be converted to rubber plantations as recovering
forests will have a lower density. Additionally, the two circulars provide only technical
guidance without taking into account the socio-cultural concerns of local communities. In

the case of Son La province for example, a number of community forests were converted
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to rubber plantations (see Nguyen Cong Thao et al., 2013). These problems will be analyzed

in the subsequent sections of the report.

The rapid expansion of rubber plantations has ignored the government-approved master
plan set forth in the Rubber Development Strategy to 2015 and the vision to 2020. While
the economic benefits of these plantations are unclear and not yet available, their rapid
expansion has put great pressure on forest resources. Because the suitable land for rubber is
not available anymore in the region. Thus, if provinces want to have new rubber plantation,
they definitely have to convert natural forestland to rubber plantation. These impacts have
been noted by a number of press agencies.” According to a report by the Central Inspection
Committee covering2011-2012, there were 7,432 violation cases of forest law in the Central
Highlands and contiguous locations. 1,527 cases of illegal logging resulted in 1,015 ha
of forest cleared - 54% of the total illegal logging violations nationwide. A total of 81
organizations and 165 individuals committed infringement violations. The mass conversion
of forest to rubber plantations has resulted in serious deforestation in some provinces. In
response, the Prime Minister issued Instruction 1685/CT-TTg dated 27 September, 2011
with the primary goal to “strengthen the directions for implementing forest protection
measures, preventing deforestation and resistance against law enforcement.”Box Toutlines
basic issues related to the conversion of forestland to rubber plantations that Instruction

1685 regulates.

Box 1. Some basic contents of Instruction 1685/CT-TTg

Conducts reviews and assessments on the implementation outcomes of forest
conversion projects and land use changes approved by competent government
authorities since 2006. Reclaims forest and forestland from projects that violate

legislation or projects that fail to comply with approved planning measures,

especially the objective of engaging local populations in implementation of

project activities, etc. Strictly and legally sanctions organizations and individuals

7 Major newspapers such as The Pioneer (Tién Phong), The Youth (Thanh Nién), Saigon Liberation (Sai gon Giai phéng),

and CAND online assessed the negative impacts of rubber plantation expansion on forests.
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who abuse the policy on restoration and conversion of degraded forests for
individual benefits. Temporarily suspends permit surveys or approval of new
investment projects involving agro-forestry production development on natural
forestland until reviews and assessments on implementation outcomes are
completed, submitted to MARD for synthesis, and forwarded to the Prime Minister

for consideration.

Reviews forest and forestland areas managed and utilized by state forest
enterprises and forest companies to develop specific plans and solutions to
improve structure, management, utilization, business, and production by

recommending better management policies and mechanisms.

Quickly reviews forest and forestland areas managed by Commune People’s

Committees (CPC) to allocate land for lease to organizations, households,

individuals, and communities in accordance with prevailing legislations and

regulations.

Source: Instruction 1685/CT-TTg

In implementing the measures of Instruction 1685, some provinces — in particular those
in the Central Highlands — have decided to cease licensing new projects related to forest
conversion. MARD established fact-finding missions to assess the conversion process of
forest to rubber plantations in some provinces, including those in the Central Highlands
and Northwest. Based on the survey findings, MARD compiled 2 evaluation reports,
including Report 1374/BC-BNN-TT dated 24 April, 2013 on the “Current situation of rubber
plantation expansion in Northwestern provinces.” The report also highlighted the current

state of rubber plantation expansion in provinces of the Central Highlands .

One noteworthy recommendation in both MARD reports is to increase future rubber
plantation area in the Northwest to 100,000 ha rather than the 50,000 ha called for in the

original Strategy. The reasons for this recommendation was based on suggestions from the

8The authors of this report can only reference the draft report from the fact finding mission under Decision 2216 by
MARD. This report was prepared in 2012.
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provinces, and central government not on the scientific research/survey. Additionally, line
ministries also proposed that the Government allow continued forest conversion to rubber
plantations in the Central Highlands, albeit with stricter control mechanisms. In report No.
1374, MARD proposed that the Prime Minister adjust the master plan to increase the current
rubber plantation target for the Northwest of 50,000 ha to a new one of 100,000 ha. This
overlapped with the proposal of the Vietnam Rubber Corporation that the Government
increase rubber plantation area nationwide to 1 million ha in the future (according to Ngo
Kim Luan, 2013).

Though Instruction 1685/CT-TTg restricted the substantial conversion of forestland to
rubber plantations in the Central Highlands, other provinces that were not selected for
rubber expansion continue to allow forest conversion. This has been reflected in a series
of articles in the Vietnam'’s Agricultural News (Néng nghiép) from 13-15 February, 2012.
In order to address the problem of massive and unplanned rubber plantation expansion,
the Government Office sent Document No 1039/VPCP-TH dated 22 February, 2012 to
MARD. The Document stated that:” some provinces such as Thanh Hoa, Hoa Binh, and Ha
Giang, which were not chosen for the rubber plantation development master plan in the
Northern Uplands region, have executed trial and mass planting of rubber trees on a vast
area in the past few years. Unsuitable site and climatic conditions have resulted in a low
survival rate for the rubber trees; even if they survive, they do not produce sap or even if
they do produce, they offer only low sap productivity. This has resulted in the wastefulness
of natural resources, labor, and financial resources of enterprises, local populations, etc." In
this regard, the Document conveys directions of Deputy Prime Minister Hoang Trung Hai
to request that” MARD inspect the situation and, if occurring as suggested, measures shall
be undertaken to tackle the problem and report to the Prime Minister.” Forest conversion,
however, continues to take place in some provinces.? Section 4 will analyze the current
situation of rubber expansion in the two key regions of the Central Highlands and the

Northwest.

°The situation was noted in some news sources: Saigon Liberation (Sai gon Giai phéng) , Yen Bai (One, Two), and The

Pioneer (Tién Phong) .
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Forest conversion to rubber plantations
“% in the Central Highlands and Northwest

4.1 Forest conversion to rubber plantations in the Central Highlands ™

According to the rubber development strategy to 2015 and the vision to 2020, approved
by Decision 750/QD-TTg of the Prime Minister, as many as 90,000-100,000 ha of rubber
plantations were to be established in the Central Highlands - bringing the total rubber
plantation area of the region to 280,000 ha. During implementation of the Strategy, some
problems emerged. In early October 2012, MARD sent a fact-finding mission to inspect
and review the forestland area of provinces in the Central Highlands. The results showed
that the actual rubber plantation area far exceeded the planned coverage. Additionally,
according to the master plans of several provinces, rubber plantation area in the region
was to continue increasing into the future. By 2015, the total rubber plantation area in
the Central Highlands will increase to 305,416 ha; by 2020 this figure will reach 343,893
ha. This amount significantly exceeds the target of 280,000 ha that was set forth in the
original development Strategy. The rubber expansion trends of the same Central Highlands
provinces are compared in Figure 1.
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Source:MARD fact-finding mission report, 2012

9 This section derives data from report No 1374/BC-BNN-TT dated 24th April, 2013 of MARD on rubber plantation in
North-West provinces.
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Compared to the area indicated in the national Strategy, the actual rubber plantation area
in the Central Highlands in 2012 reached 83.8% of the planned area for 2020. The estimated
rubber area in 2015 is expected to exceed by 9% and 22.8% respectively the targets set
forth in the master plan for 2015 and 2020.

Rubber plantations in the Central Highland provinces are almost all developed on a
large scale. In other words, rubber plantations have mainly been developed by rubber
companies (both state-owned and private) "' that apply for land allocation and invest in
large plantations. According to the fact-finding mission report, Central Highland provinces
approved a total of 227 projects by the end of 2012 with a total area of 116,136 ha. About
79% of this area — equivalent to around 92,000 ha - is natural forestland classified as poor
forest. The residual area is degraded forest(19%) and plantation forest (1.99%). Non-forest
land used for rubber plantations is insignificant (0.01%). Figure 2 presents land resources

recently used for rubber plantations in Central Highland provinces.
Figure 2. Land resources for rubber plantation projects in the Central Highlands in 2012

Forestland without

trees 19% Non-forest land 0.01%

Plantation 1.99%

Source: MARD fact-finding mission report, 2012

""This report does not have exact data on the number of state-owned and private projects that were approved.
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Table 3. Rubber development projects in Central Highland provinces to 2020

Region Number of Total allocated land (1) Natural forestland (2) Degraded forest-  (3) Other land (ha)

projects (ha), including (1-2-3) area (ha) land (ha)
Kon Tum 56 39,133 29,405 9,605 122
Gia Lai 52 35,462 28,831 3,746 221
Dak Lak 30 19,227 14,975 4,252 0
Dak Nong 36 9,748 5,695 4,053 0
Lam Dong 53 12,566 12,483 83 0
Total 227 116,136 91,389 21,739 344

Source: MARD fact-finding mission report, 2012

On average, each rubber plantation project is allocated 511 ha of land, of which natural
forest accounts for 402 ha with the residual area being degraded forestland. According to
the MARD fact-finding mission, 205 projects had been implemented, accounting for 90%
of the projects already licensed. 86,098 ha of rubber plantations were planted, accounting
for 74.1% of the total land area which was allocated to rubber plantation projects. A total
of 66,838 ha of natural forest were converted, equivalent to 73.1% of the total natural forest
area approved for allocation. All of the approved projects have established new rubber
plantations (72,480 ha). A total of 397,879 m3 of timber was harvested due to conversion

of extant forest to rubber plantations.

In summary, the rubber expansion in the Central Highland provinces has mostly been
undertaken by enterprises under the framework of investment projects approved by
local governments — these authorities also allocate land and facilitate investment for
implementation. Land for rubber expansion is mostly converted from natural forests
classified as poor by the government. The argument here is that the total value of so called
“poor forest” has not been properly calculated. Only timber was taken into account rather
than carbon stock, protection function, erosion prevention, biodiversity value, as well as
culture of indigenous people. In the Central Highlands, these areas are mainly managed

by state forest enterprises (SFE; officially known as forest companies). To secure these areas,
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PPCs reclaimed a portion of these lands from state forest enterprises (SFE) and leased them
to rubber companies. This process is different from that of the Northwest which will be
described in the following section.

4.2 Rubber plantation development in the Northwest '?

Decision 750/QD-TTg of the Prime Minister to approve the national rubber development
strategy to 2015 and the vision to 2020 notes that:" it is not recommended to develop
spontaneous rubber plantations; appropriate measures should be taken. Based on the
efficiency assessment of existing rubber plantations, provinces shall make decisions
to develop rubber plantations where there are suitable conditions so that the targeted

increase of rubber plantation in the region to 50,000 ha by 2020 may be achieved.”

According to reports by the provinces of Son La, Dien Bien, Lai Chau, the total of realized
and planned rubber plantations in the three provinces reached 19,707ha by 2012.Most of
this is accounted for by large-scale plantations (97%), developed by state-owned rubber
companies of the Vietnam Rubber Corporation. Between 2008 and 2012, rubber plantation
area in the Northwestern provinces increased by approximately 3,000 ha annually on
average. According to the integrated master plan of the three provinces, rubber area is
expected to increase to 57,000 ha by 2015, more than 7,500 ha more than the target set
by the master plan in Decision 750/QD-TTg.Son La has plans to reach 20,000 ha, Lai Chau
20,000 ha, and Dien Bien 17,500 ha. They are illustrated in the figure 3.

Rubber plantations in the three Northwestern provinces expanded dramatically since 2008.
Though the total plantation area of these provinces only covered 70 hain late 2007(i.e., there
was no rubber plantations predating 2007), coverage soared to nearly 3,600 ha in just one
year. Son La saw the most rapid increase (more than 2,000 ha 2007-2008) and accounted

for 60% of the region’s total rubber area. Following Son La, Lai Chau also experienced a

12 Data in this section was derived from the “Current Situation of Rubber Plantation Development in Provinces of the
Northwestern Region” report prepared and submitted by MARD to the Prime Minister in 2013. The report was final-
ized based on the outcomes of the fact-finding mission led by MARD in collaboration with the Northwestern Steering
Committee, Ministry of Planning and Investment (MPI), Ministry of Finance (MOF), Ministry of Natural Resources and
Environment (MONRE), and other relevant agencies. The assessment was carried out in the three provinces of Son La,
Dien Bien, and Lai Chau in March, 2013.
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rapid expansion of rubber plantation area. The growth rate has slowed down in Son La
since 2008, whereas Lai Chau and Dien Bien each expanded rapidly until 2010, though
slowing since 2011.The reduced rate of rubber expansion reflects the impact of Instruction
1685/CT-TTg by the Prime Minister on strengthening implementation of forest protection
measures, prevention of deforestation, and better law enforcement. Figure 3 shows the
recent trend of rubber expansion in the three provinces.

Figure 3. Rate of rubber plantation expansion in three Northwestern provinces
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Source: PPCs of Northwestern provinces and the Vietnam Rubber Corporation, based on report No. 1374/BC-BNN-TT
by MARD, 2013

Unlike the Central Highland provinces where most plantations are managed by forest
companies, the majority of forestland in the Northwest has been allocated to households
under the framework of the forestland allocation (FLA) program. Statistical data released
by MARD shows that by the end of 2011, a total of 3.34 million ha of forestland had been
allocated to 1.2 million households including households in the Northern Uplands and the
Northwest (FSSP, 2010). Land for rubber plantation in the Northwest in recent years was
primarily converted fromterrace cultivation land, low-productivity land with perennial trees,
production forestland, and forestland previously allocated to communities. Collaborative
models have been established between rubber companies and the local population in
which rubber companies provide all investment capital, seedlings, input materials, and

training and commit to purchasing all output products; local populations contribute their
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land and are employed as workers by the companies. At the end of December 2012, more
than 18,000 households in Son La, Dien Bien, and Lai Chau provinces had contributed about
23,000 ha of terrace cultivation land to this cooperative business model. By contributing
land to rubber companies, households are prioritized for employment by the companies
and are offered a salary and insurance like other official workers. The average labor demand
is one worker per 2 ha planted so approximately 36.5% of the households that have
contributed lands have a family member employed by the companies. Detailed information
on this collaborative model of household land contribution and rubber company support
is provided in the report of Nguyen Cong Thao et al. (2013). Table 6describes the current
situation of land contribution by the local population for rubber plantation development
in the Northwest.

Table 4. Current situation of local population contributing land use rights, end of 2012

Land area contributed by Number of households Local people employed by

Province
households (ha) contributing land rubber companies

Son La 6,177 6,786 4,685
Dien Bien 3,474 3,000 266
Lai Chau 13,379 8,379 1,678
Total 23,030 18,165 6,627

Source: Report No 1374/BC-BNN-TT by MARD, 2013

The fact-finding mission that assessed the current situation in the Northwestern provinces
recognized good potential for future rubber expansion. In report No. 1374, MARD proposed
that the Prime Minister adjust the master plan to increase the current rubber plantation
target for the Northwest of 50,000ha to a new one of 100,000 ha. This overlapped with
the proposal of the Vietnam Rubber Corporation that the Government increase rubber

plantation area nationwide to 1 million ha in the future .

3The Corporation’s proposal to increase rubber plantation area nationwide was presented in Ngo Kinh Luan’s report
(2013).
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The assessment results demonstrate that there are several different rubber development
models. Section 5 synthesizes major models, provides basic information about related land
and labor issues, and analyzes the strengths and weaknesses of each model. Information
provided in this section was derived from secondary data sources, expert consultations,

and meetings with stakeholders, especially in Eahleo district of Dak Lak province (the Ehleo

district is representative for Central Highlands in forest conversion to rubber plantation
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Some current rubber plantation
ol development models

Rubber plantation development models have been established through different
ownership schemes, including: state-owned enterprises; private companies; collaboration
between rubber companies (state-owned or private) and land-contributing households;
collaboration between state-owned forest companies (aka state forest enterprises) and
private companies; and households. These models share a similar feature: the use of
forestland or a household’s agricultural cultivation land. However, each model has its

unique characteristics.

5.1 State-owned company model

Currently, this is practically the only model in the Northwest provinces and is also quite
popular in the Central, Southeast and Central Highlands regions. The expansion of rubber
plantations in the Northern Uplands comes primarily from investment by Vietnam Rubber
Corporation subsidiaries ™. In Central Vietnam, the Corporation has 20 subsidiaries — of

which 17 specialize in latex processing ™.

In the Central Highlands, there has been fierce competition between state-owned rubber
companies and private companies over land resources for rubber plantations. Eahleo
Company of Vietnam Rubber Corporation, located in Eahleo district of Dak Lak province,
is managing about 6,000 ha of rubber plantations in the district. Most of these plantations
were established before 2005 and are now producing raw latex. In recent years, the
Company has sought to expand its plantation area. However, implementation has been
difficult as the Company is unable to compete for land resources with private companies
from outside the district due to higher transaction cost, bureaucratic, and lobby mechanism.

In the district where the Company’s headquarters are located, 15 companies have been

"The Vietnam Rubber Corporation has established 5 companies in 3 Northwestern provinces with the task of devel-
oping rubber plantations in the region; three companies are located in Lai Chau, one in Dien Bien, and one in Son La
province.

*Among the 20 subsidiaries of the Corporation, three have functions of commerce and timber processing. For further
information about Corporation subsidiaries, please visit the Corporation’s website.

22


http://www.vnrubbergroup.com/vn/mb_list.php?id=taynguyen

Rubber Expansion and Forest Protection in Vietnam

allocated land for rubber plantations, almost all of them private companies established
since 2008. As a result, Eahleo Rubber Company has had to move into other provinces, or
even to other countries such as the Laos PDR and Cambodia in search of land resources for

rubber plantations.

The district and communal governments consider state-owned rubber companies to be
superior to private companies. First, state-owned rubber companies take serious account
of government regulations related to land use, taxes, fees, and charges. Additionally, state-
owned rubber companies generate far more employment opportunities for the local
population than private companies do. State-owned rubber companies also maintain
close relationship with local governments. District and communal officers consider state-
owned companies to be “local companies”. These officers also see state-owned companies
as fulfilling corporate social responsibilities better than private companies (for example,
providing support for construction of schools, roads, housing for the poor, etc.). An officer
of the district agricultural division said that: “Eahleo Rubber Company [a state-owned
company] has provided substantial support to the district... about 30% of the Company'’s
workers are locals... private companies did not do this... during the project development
phase, they [private companies] committed to employing local laborers, however, during
the implementation phase, they considered the local population’s poor skills as a reason for
not employing the local population.” Currently, almost all state-owned rubber companies
belong to the Vietnam Rubber Corporation. With about 300,000 ha of rubber plantations
nationwide and a plan to increase to 500,000 ha in the future — of which 100,000 ha will be
planted in Laos PDR and another 100,000 ha in Cambodia '® —the Corporation is generating

employment for hundreds of thousands of workers.

According to information from some district and communal officers in Eahleo district, the
district and communal governments played almost no role in decisions to allocate land
to rubber companies. The vice chairman of Eahleo district, who is in charge of agriculture,
said that: “local governments [districts and communes] did not know the approach

[conversion procedure of forestland to rubber plantations]... the conversion planning for

16 See detailed information about the Corporation on its webpage.
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forestland to rubber plantations was led completely by the provincial government... district
and communal governments sometimes were invited to meetings for information and

implementation, but they did not have any roles to play in the decision making process...”

Eahleo Rubber Company is located in Eahleo district and has a plan to increase its
plantations to 12,000 ha in the future. Although the District People’s Committee (DPC) was
entirely supportive to the Company’s plan to apply for land allocation in the district, the
plan appeared unfeasible because the district and communal governments did not have
a decisive voice in the conversion of forestland to rubber plantations. The final decision is
made at provincial level with consultation from central government in a large scale of forest
land conversion. Unable to access land resources in the district, the Company is instead

developing rubber plantations in neighboring countries.

According to the reflections of some management officers at the district and communal
level, the expansion of rubber plantation which was decided by the PPC without adequate
consultation with local governments, has completely disrupted land use planning at the
district and communal levels. According to the land use plan of the EahleoDistrict People’s
Committee (DPC), some of the land located within the district’s management boundaries
along transport roads and in relatively flat terrain will be used to expand the district’s
administrative zone and reserve land resources for future expansion of residential area.
When making the decision to allocate land to a private rubber company, the PPC delineated
and incorporated this entire area into the company concession. The previously-approved

district-level land use plan was completely ignored.

Some Eahleo officers assumed that state-owned enterprises are obliged to observe the
government’s management regulations, fully following all steps in the investment and
disbursement procedures, whereas private companies are more self-determined in
decisions regarding expenditures. They therefore can more quickly develop their businesses
and their decision-making processes are typically faster and more effective than those of
state-owned enterprises. This means that private companies often have a competitive
advantage over state-owned enterprises in accessing land resources for rubber plantation

development.

Unlike the Central Highlands where state-owned enterprises have to compete with private
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companies, in the Northwest rubber development is completely undertaken by state-
owned enterprises. Private investment has not yet developed in this region. The absence
of competition has resulted in a monopoly of state-owned enterprises in accessing land

resources.

5.2 Private rubber company model

This model widely exists in the Central Highlands but has not yet been developed in the
Northwest. MARD's report noted that by the end of 2012, 227 rubber plantation projects
had been approved with a total area of more than 116,000 ha (Table 4). The report, however,
did not indicate how many projects were privately invested. According to the information
from the Vietnam Rubber Corporation, the total rubber plantation are developed by its
subsidiaries (10 companies) in the Central Highlands was about 53,800 ha in 2011". The
majority of this rubber area was developed before 2008. In other words, land allocated by
local governments in the Central Highlands for rubber plantation expansion was mainly
allocated to private companies, not state-owned enterprises. This situation was clearly
reflected in Eahleo district. Presently, there is only one state-owned rubber enterprise
(Eahleo Enterprise) while there are 15 private rubber companies recently allocated land
in the district. In Loc Bac district, Lam Dong province, 5,000 ha of land managed by Loc
Bac Forestry Company was allocated to 19 private rubber companies (To Xuan Phuc et al.,
2013).

In the Central Highlands, land that was allocated to private rubber companies was primarily
converted from forestland previously managed by state forest companies. As mentioned
in Section 2 of this report, Circular 58 issued by MARD in 2009 specifies conditions and
criteria for conversion of forestland to rubber plantations: land must be classified as poor
production forest with the average stand density of 10-100 m3/ha, or depleted timber or
mixed forest with stand density below 65 m3/ha. In the Northwest provinces, almost all
forestland has been allocated to various forest owner groups — households especially. While
almost all forestland in the Central Highlands, including production forest, is managed by

state forest companies. Land availability for rubber plantation development in the Central

7See this Vietnam Rubber Group document.
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Highlands primarily derives from this source, with 79% of rubber plantation area converted
from natural forest. This has resulted in a substantial reduction of the natural forest area
managed by forest companies. In Eahleo district, expansion of rubber plantations and
residential areas has continually decreased the forestland area managed by Eahleo state
forest enterprises, from 27,000 ha in the 1980s to just 8,000 ha in 2012. An extremely rapid
decline took place between 2007 and 2012 ',

Forestland areas managed by state forest companies have become a priority target for
rubber companies seeking to acquire land for rubber plantation due to certain advantages.
Firstly, land managed by state forest companies is typically organized into intensive large
plots that do not spatially or topographically overlap. This allows rubber developers to
reduce costs for land preparations, tending, and latex harvest. Secondly, tenure on land
managed by state forest companies is legally clear, as many companies were granted land
use rights certificates for their management areas '°. Additionally, the allocation of land
converted from forest managed by forest companies helps private rubber companies
significantly reduce time and effort during transactions with local governments at district
and communal levels as these local governments not directly manage forest companies.
Another important advantage for private rubber companies in receiving land from forest
companies is that after being allocated land, private rubber companies need to spend less

time on procedures to obtain land use rights certificates.

While state-owned rubber enterprises in some provinces of the Central Highlands are
welcomed by the local populations and district and communal governments, they are
not welcomed by private rubber companies. Some officers and local residents assume
that private companies can more easily access land than state-owned enterprises thanks
to “flexible mechanisms, good relationships with important people, and strong economic

potential,” as a result, “quick decisions are easily made when needed.” ?° These attributes

'® From an exchange with the state forest enterprise director in April, 2013.

" With some forest companies, despite being granted land use rights certificates, land conflicts are still occurring. For
further information regarding this particular issue, please see the Land Conflicts between Forest Companies and Local
Populations report, published in 2013 by To Xuan Phuc et al.

“These attributes were noted by some local officers during meetings with the authors during field surveys.
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are seen as important elements that state-owned enterprises normally lack, making them
unable to compete with private companies. This explains why almost all land resources for
rubber plantation development in recent years have been allocated to private companies.
Private companies do not normally pay attention to local welfare issues such asemployment
for the local population or contributions to local socio-economic development. The vice
chairman of Eahleo DPC reflected that:” During the project development phase [a private
rubber company] committed to employing 30% of the local population... when it came to
the implementation phase, the company rejected employing local laborers on the pretext
that they were unable to meet the company’s skill requirements... this ended up with the

company employing only a few local workers..."

The priorities offered to private companies by local governments in accessing forestland
for rubber plantations have been widely noted by news agencies and government bodies
have even been questioned by National Assembly deputies on this issue at public hearings
2, In a conference session of the National Assembly, a deputy provided evidence regarding
the complaint that provincial governments are preferentially allocating land to private
companies: “there are companies established for merely 4 days that were allocated more
than 10,000 ha of land.” Not all companies that were allocated land invested in rubber
plantations: after receiving land, some companies transferred the land to other companies,
some even transferring it to state-owned rubber companies 2. The land speculation took

place and created a lot of problems on the ground last decade.

5.3 Collaboration between companies and local populations

A collaborative model involving companies and local populations is the most popular
model in the Northwest. As mentioned in Section 4.2, in this model the local population
offers theirland use rights to agricultural cultivation land to state-owned rubber companies,

becoming “farmer shareholders."? Key features of this collaborative model include:

2! Information about queries of National Assembly delegates can be found here.
2This information was provided by some local officers with whom the authors met during field surveys. It was verified
with some forestry sector experts and officers of the Vietnam Rubber Association.

2 Detailed information on this model is described in the section on land contribution modes (Son La Rubber Com-

pany report) and in the aforementioned report by Nguyen Cong Thao et al. (2013).
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Contributions by local populations
« Contribute user rights to their terrace cultivation land to establish rubber plantations
- Each household typically contributes0.6-2 ha of their terrace cultivation land

« Value of the contributed land is quantified in cash, with households paid around 10
million VND/ha or business shares equivalent to 8.7% of the total initial investment value

of 1 ha of rubber plantation

« Land-contributing households have opportunities for long-term employment by the

rubber company

- Households are allowed to inter crop agricultural crops before the rubber canopy closes

and/or are supported in cash by rubber companies during the initial planting phase

« When raw latex is harvested, households are distributed profits proportional to any

business shares held
Contributions by rubber companies

- Legally allowed to receive the land contributed by households for long-term utilization

(50 years) with guaranteed user rights

« In collaboration with local governments, support the completion of the land use rights

certificate granting procedure for land plots contributed by households

« Responsible for providing rubber seedlings, planting techniques, input materials,

fertilizers, etc. to implement investment activities
- Entitled to enjoy almost all benefits from harvested rubber

Unlike land managed by forest companies, land contributed by local populations is typically
fragmented. The data in Table 4 shows that each household in Son La province contributed
on average a plot of less than 0.9 ha to rubber companies; in Dien Bien province this figure
is 1.13 ha, in Lai Chau 1.6 ha. The average area that each household contributed to rubber
companies in these three provinces was 1.3 ha. This area may seem small but is usually
the entire cultivation plot a household will own. This directly increases pressure on forest
resources as households mustacquire new cultivation area while rubber plantations mature

to harvesting age (at least 8 years). Even while rubber plantations are producing latex,
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households still require some land for agricultural production to ensure their subsistence.
Moreover, local populations assume that income from rubber may not be sufficient cover
family expenditures. Issues of food security can also arise when rubber latex prices drop or

other livelihood disruptions occur.

In order to acquire about 23,000 ha of land for rubber plantations, companies must
collaborate with around 18,000 households (See Table 4). Fragmented land holdings
increase the transaction costs for the companies. To minimize transaction costs,
companies rely on substantial assistance from the local government from provincial down
to communal and village levels. This support comes in the form of resolutions issued by
the provincial People’s Committee or the provincial People’s Council ?*. Conclusion 139/
KL -TU of the Son La party provincial committee stated that:” [We] agree with the policy
of support from the state budget for those who contribute... land use rights to convert
other crops to rubber plantations.” Local governments can be keen to support rubber
expansion as many management officers consider that rubber has considerable potentials
for poverty reduction among the local population. Additionally, some are confident that
the collaborative model in which local households contribute their plots of land for rubber
plantations can potentially address a prevailing “paradox,” namely that: “Those who are
capable of doing business do not have land; those who have land are not capable of doing
business. Farmer households who own small and fragmented plots of land apparently
cannot produce a large volume of commodities. Only through land consolidation or
land concentration can one produce commercial commodities and meet conditions to

"

merchandise production so as to increase labor productivity and reduce product prices.

*1n Son La province, some important documents include: Resolution No 03-NQ/TU dated 2 November 2010 by the
Provincial People’s Committee (PPC) on the rubber plantation development program to 2015 (the Resolution clearly
states: “strive to plant 10,000 ha by the end of 2012, from 2013-2015 plant 10,000 ha, orientations to 2020, 40,000 ha
of rubber plantations will be established in the province”); Resolution No 270/2009-HPND dated 17 April, 2009 by the
PPC on the rubber plantation development policy in the province states some support policies for households that
contributed their land rights to Son La Joint Stock Rubber Company; and Decision 2499/QD-UBND dated 5 November,
2009 by the PPC on the approval of rubber plantation development master plan in the province for the period 2007-
2010 and the vision to 2020.

* Detailed information about the development view points of the company and relevant policies and mechanisms

related to rubber plantation development in Son La province can be found on the company website.
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Furthermore,” [an approach in which local populations contribute their plots of land] is a
truly advanced production collaborative mode... this mode will help promote agricultural

production in Son La province to commercial production.?

The problem of redundant labor due to the conversion of cultivation land to rubber
plantations has however remained unsolved. Among 18,000 households who contributed
their lands to rubber companies, only 6,600 laborers are employed by their partner
rubber companies. On average, out of every 2-3 households that contributed land, only
one laborer is employed to work for the companies. Since the companies hire just one
laborer to tend to each 2 ha of plantation, there is a substantial redundant labor force
in the province. Although some companies employ seasonal workers, this employment
remains impermanent. This situation continues to cause difficulties for land-contributing
households. The unemployment of local people is leading to poverty, social crimes in one
hand, and the other hand have pressure on the remaining natural forest protection. The
local people often go to forest when they have time, especially lack of agricultural land for

cultivation.

5.4 Collaboration between private rubber companies
and state forest companies

In some provinces in the Central Highlands, a collaborative model has been established
between private rubber companies and state forest companies to develop rubber
plantations. In this collaborative model, forest companies contribute land, much like the
contribution of capital in the form of shares to joint venture companies. Private companies
contribute investment capital, provide techniques, and input materials to implement the

projects. In this model, both sides have basic responsibilities and rights as follow:
For forest companies

«Upon approval of the PPC (executive agency), contribute their land to private companies

to jointly establish rubber plantations

« Contribute labor to the joint venture, partially addressing the redundant labor problem

of forest companies

«When rubber latex is harvested, forest companies are distributed benefits proportional
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to their capital contribution in land and labor
For private rubber companies

- Collaborate with forest companies in applying for approval for plantation projects and

the conversion of forestland managed by the partner forest company
« Contribute capital, material, and techniques for implementation

« Hold the majority of investment capital, thus in charge of management and direction

in the joint venture

«When rubber latex is harvested, private companies are entitled to benefits proportional

to their capital contribution to the joint venture

Although there are certain advantages in applying for conversion of forestland to rubber
plantations, this collaborative model presents certain risks to both sides. For forest
companies, risk is likely to arise if the private company increases investment capital in the
joint venture while the forest company is not capable of contributing capital %. This may
end up with a forest company losing its right to make decision in the joint venture due to
reduced capital contribution. Besides this, forest companies must answer to the laborers
— part of their contribution to the joint venture - who require reimbursement for their
labor contribution; this can result in a situation where private rubber companies instead
begin paying the joint venture workers, turning forest company laborers into their own
workers. This directly reduces the capital contribution ratio of forest companies in the joint

venture.

For private rubber companies, risks are likely to arise in the future when the Government
implements a restructuring of the forest company system nationwide. To date, different
options for the restructuring are still being discussed. In other words, the roles and functions
of forest companies in the future are still unclear. Entering joint ventures or collaborative

models with forest companies in the present context exposes private companies to

% The current situation of many forest companies, in particular companies that are managing poor forests, is quite
gloomy. Many companies, such as the Eahleo Rubber Company, have not had sufficient revenue to pay workers for a
long period of time. Most forest companies do not have assets to mortgage; as a result they are unable to access bank
loans. For further information, please see “Land conflicts between forest companies and local population,” To Xuan
Phuc et al.(2013).
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potential risks.

Expansion of rubber plantation area is a major policy of the State. Section 6 below presents
some impacts of the expansion of rubber plantations on forest resources and other

economic, social, and cultural impacts nearby.
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Impacts of rubber plantation expansion

6.1 Impacts on forest resources

According to the national rubber development strategy to 2020, the expansion of rubber
plantations will largely rely on degraded forestland and household cultivation land. The
Strategy states that 56% of the land used for rubber expansion will derive from degraded

forest; the residual 44% will derive from agricultural land owned by households.

The Government of Vietnam has implicated conversion of forest to industrial crops such as
rubber trees as a primary driver of deforestation and forest degradation in Vietnam (MARD
2011, MARD and UNREDD 2010). Rubber plantation expansion in recent years demonstrates
that 79% of new rubber plantations in the Central Highlands have been established in
former natural forest (see Figure 2 and Table 4). The development of rubber plantations,
especially in the Central Highlands, has directly damaged forest resources. It is widely
considered that the primary drivers of deforestation are not policies but rather differences
in policy enforcement at local levels. Local governments appear overly compliant when
licensing rubber plantation projects; the relaxation of land and forestland management by
competent authorities and lack of effective inspection and monitoring have enabled some
rubber companies to take advantage of loopholes in the forest conversion management
- sometimes exploiting forest that was not qualified for conversion at all. In some
provinces, the conversion of forest to rubber plantations takes place on a massive scale
with little control or even without control at all. This situation has regularly been reflected
by domestic news agencies in recent years . Instruction No 1685/CT-TTg was issued by
the Government in 2011 for strengthening guidelines on forest protection measures and
preventing deforestation and resistance against law enforcement officers in some of the

most affected provinces. Some of the more destructive forest conversion situations have

2 Major newspapers such as Saigon Liberation (Sai gon Giai phong), Agricultural News (Néng nghiép), and The Youth
(Thanh Nién) have published detailed reports reflecting the situation of deforestation for rubber plantations during
the period 2009-2011.

33



Rubber Expansion and Forest Protection in Vietnam

been curbed, though in some provinces not originally chosen for plantation expansion,
conversion of forest to plantation continues apace %. In some provinces, upon learning that
local governments would allocate land to rubber plantation companies, local populations
have themselves encroached on forest to harvest timber and secure land for cultivation %.

This does not only damage forest resources but also provokes land conflicts.

In the Northwest, some forest areas allocated to communities have been converted to
rubber plantations and the remaining forest not yet allocated to communities has been
degraded, directly affecting local communities’ access to valuable forest resources. The
conversion of forests to rubber plantations does not only result in deforestation but also
directly affects biodiversity (Hoang Minh Ha et al., 2011; MARD and UNREDD, 2020). During
a Government public hearing, a National Assembly delegate frankly shared: “We are now
establishing 100,000 ha of rubber plantations in the Central Highlands. 60,000 ha of existing
forestistobe cleared. Forests preserve biodiversity and they provide tree cover several times
better than that of rubber plantations which contain nothing.” 3 Additionally, with regard
to the capacity of carbon sequestration and storage, Cotter et al. assumed that regenerated

forests in Yunnan, China have much greater potential than do rubber plantations.

6.2 Impacts on economic efficiency

With regard to economics, with the current average productivity of 1.8-2.4 ton of raw
latex/ha/year and a mean price of 60 million VND/ton, each ha of rubber plantation after
deducting production costs can offer a profit of 24 million VND/ha/year. Is this economic
efficiency guaranteed, in particular for rubber plantations in locations where climatic and

topographic conditions are not favorable for the growth and development of rubber trees?

28 Agricultural News (Nong nghiép) published a series of articles from 13-15 February, 2012 on the situation of mas-
sive conversion of forest to rubber plantations in provinces not chosen for rubber development such as Thanh Hoa,
Hoa Binh, and Ha Giang. With regard to this issue, the Government submitted Document No. 1039/VPCP-TH dated 22
February, 2012 to MARD; The Laborer (Nguci Lao ddng) published articles on forest depletion in the Central Highlands

due to rubber plantations and hydro power. The Pioneer (Tién Phong) also wrote an article on the rubber deforesta-
tion problem.

2 Natural Resources and Environment news (Bao Tai nguyén & Mai truong) published a series of articles reflecting on
this issue. Detailed information can be seen here.

% National Assembly delegate Nguyen Dinh Xuan (Tay Ninh province) questioned the Prime Minister on the conver-
sion of forest to rubber plantations in the Central Highlands.
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This question remains unanswered. Some scientific studies show that rubber trees grow

well in conditions as follow’s (Table 7).

Table5. Optimal conditions for rubber tree growth

Minimum Optical Maximum

Average temperature (°C) <20 25-28 34
Precipitation level/ mean

evaporation (cm) 150 200-250 400
Cold weather duration (months) © - >3
Light intensity (hour d-1) 3 6 >7
Flooding (days) - 0 3
Root depth (cm) >50 >150 =
pH <35 4-5 >6
Soil carbon concentration (%) >0.5 >2.5 =
Soil fertility Low Very high -

Source: Cotteret al., 2009.

Circular127/2008/TT-BNN providing guidance on planting rubber trees on forestland was
issued by MARD on 31 December, 2008. It specifies technical standards for planting rubber
trees on forestland, with criteria on land and climate suitable for rubber development

including:

« Annual mean temperature from 25-30 °C; no frost in winter; annual mean precipitation

above 1,500 mm; few typhoons above Category 8
« Elevation below 700m above sea level (600m for Northern Uplands)

« Surface slope of less than 30°
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« Minimum soil layer depth of 0.7m

- Water table deeper than 1.2m and freedom from flooding when raining

« Mechanical composition: from light to heavy clay with good drainage

+ Curdling level: rocks mixed within cultivation soil layer< 50%

+ Chemical characteristics: humus content of surface soil layer>1.0 %; pHkcl: 4.5-5.5

It is widely understood that some rubber plantations in Vietnam have been developed
in locations without suitable climatic and soil conditions and this has likely resulted in
risk of plantations producing no latex or at least below expected volume upon reaching
harvesting age; economic efficiency is therefore not guaranteed. The problem of high
rubber seedling mortality due to unsuitable condition of pedology and hydrology in the
Northwest and Northeast from 1998-2009 has increased suspicion regarding the economic
benefits rubber can realistically bring in the future. This concern was raised by the
Government in the national rubber plantation development strategy — especially for the
Northwest: “provinces in the Northwest: it is not advisable to develop rubber plantations
in a spontaneous manner” Document No 1039/VPCP-TH dated 22 February, 2012 by the
Government was sent to MARD to address the massive development of rubber plantations
in provinces that were not chosen for rubber development: “pedologically and climatically
unsuitable conditions have resulted in high rubber tree mortality, or even if they survive,
they are not likely to produce latex, or if producing latex, the productivity is likely to be
low... these end up as a waste of land resources, labor efforts, and financial resources for

enterprises and local populations.”

For regions where rubber plantations can potentially offer economic returns, an important
guestion is how economic benefits from rubber plantations and have been distributed
among relevant stakeholders - in particular the local population and communities where
rubber plantations have expanded. Rubber plantation development models as established
by state-owned or private rubber companies in the Central Highlands could potentially
provide economic benefits to the companies in fulfilling their tax obligations as well as
contribution to the local government development. Yet apart from those households with
family members employed as workers by the rubber companies, most households are not

engaged in this model. In other words, rubber plantation expansion in these provinces is
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likely to provide economic benefits only to companies, while the local population does not
benefit. Unless the rubber economy derives remarkably general economic growth of which
people benefit (directly by employment, and directly by any social welfare). This can only
happen when local people have enough agricultural land, and their labors entirely engage
to the rubber plantation as well as the rubber’s products market is stable. This condition is
really challenges for rubber production without long term plan and the sufficient scientific

experimentation beforehand.

Collaborative models between companies and local population in the Northwest also
provide economic risks to participating households. Foremost, contributing land to
company operations reduces cultivation land available to the households and thus an
important daily livelihood source. Additionally, redundant labor is a frequent consequence
when cultivation land is contributed to rubber development and households often lack an
alternative to turn to. This also puts pressure on existing natural forest resources. Rubber
companies sometimes employ workers from other provinces, which initiates competition
in the local labor market and increases social conflicts or encounter new social evils that
have never existed before in this region. Local governments at communal and village levels

have found it challenging to prevent and tackle these issues.

The conversion of forest for rubber plantations without proper scientific advice and top-
down decision — especially in community forests previously allocated to communities for
management such as those in the Northwest — has deprived households of opportunities
to access nearby forest resources. Many previous studies have shown that although
local communities are not directly involved in forestland management, forest resources
play a critical role in household livelihoods. The conversion of forest — in particular forest
directly managed by communities — to rubber plantations has changed the pattern of land
accessibility from “public ownership to private ownership” as Mr. Nguyen Dinh Xuan, a
National Assembly delegate, argues. He feels that the conversion has completely deprived
households of the rights of access to community forests. Because, the information of
rubber production and its market, benefit, cultivation technique, etc. was not sufficiently
provided to the local community. The planning period and implementation process of

rubber plantation did not get completely participation and consensus of local community.
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It therefore, lead to over expectation from rubber plantation while challenges and risks
have not been seriously analyzed and discussed with local community (Nguyen Cong Thao,
etal, 2013).

When households collaborate with companies, they face certain disadvantages; a major
problem is accessibility of information, including data related to product consumption
markets. This can put household at future risk because they don't have insurant of the crop,
secondly almost property was contributed to the rubber plantation. The collaborative
relationship is considered to be an economic collaboration, with the companies taking the
dominant position, yet households are continually exposed to greater risk associated with
prices. The prevailing paradox in the rubber industry is that companies earn giant profits
whereas local populations tend to suffer substantial loss. This issue was recently reported
on by Great Solidarity (Dai Doan Két) newspaper, suggesting the risk of companies abusing
market mechanisms and transferring loss to local populations in order to maximize their

own profits.?!

6.3 Social and cultural impacts of rubber expansion

The conversion of forest to rubber plantations continues to cause social disorder in some
regions. In certain provinces, local governments have allocated forestland previously
managed by forest companies to private rubber companies, prompting the local population
to encroach onforest, illegally harvest timber, and occupy land for cultivation. Land conflicts
and degraded forest resources have resulted. This issue has recently been reflected by news
agencies (see footnote 30for a series of articles published in the Natural Resources and
Environment newspaper). In Bao Loc district, Lam Dong province, the local government
allocated land to rubber companies even though local populations lacked cultivation
land; this has not only heightened land conflicts between local communities and rubber
companies, but also intensified tension in the relationship between communities and local
governments. This problem was discussed in the “Land conflicts between forest companies

and local population” report by To Xuan Phuc et al.(2013).

% For detailed information, please visit CafeF business news.
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In Son La province, the expansion of rubber plantation into former household cultivation
land has delivered negative social impacts. Conflicts have occurred among family members
due to the loss of cultivation land to a joint venture; inequity in access to employment with
rubber companies also arises 32. The lack of cultivation land has resulted in some households
reclaiming the land they had contributed to companies, touching off conflicts between
local populations and companies (Nguyen Cong Thao et al., 2013). Lack of cultivation land
has also driven some households to encroach on forestland being managed by various
actors, including other communities. In short, the consequences are conflicts between
local populations and local governments, between neighboring communities, and within

communities themselves due to land scarcity and the changes of land use in the region.

The model of land contribution to rubber companies for developing rubber plantations is
considered by companies as mechanism of considerable potential benefits for communities

and society as a whole: 3

« Contributing to poverty reduction in remote areas; improving rural infrastructure with

new roads and other projects; general community welfare is clearly improved

- Establishing an industrial farmer workforce in rural areas with certain knowledge and
skills; contributing to stabilizing social order, national defense, and security — especially

rural security

« Contributing to increasing forest cover, ensuring water provision sources, erosion control,

flash flood prevention, soil restoration, and environmental improvement

With the existing models, the development of rubber plantations can not only help bring
expected benefits but can also expose many potential risks to communities, including

cultural, social, and rural security disorders.

32 Nguyen Cong Thao et al. (2013) reflected on this issue in detail.
3 Detailed information about land contribution options of Son La Rubber Joint Stock Company can be found on the
company website.
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Conclusion: Rubber development and
JA implications for REDD+ and FLEGT processes

The National Rubber Plantation Development Strategy to 2015 and the vision to 2020
set the target of stabilizing a rubber plantation area at 800,000 ha and attaining total
export value of 2 billion USD/year. These targets have already been overtaken. Rubber
plantation area has rapidly increased since 2008, particularly in the Central Highlands and
Northwest where the Government explicitly approved expansion. The master plan has
been overtaken by reality not just because of massive expansion in various provinces but
also due to the development of rubber plantations in provinces not originally slated for
rubber development. Over recent years, the growth of plantation area has slowed mainly
because the Government has taken steps to enforce compliance of local governments with
regulations on allocation of forestland to rubber companies. The conversion of forestland
to rubber plantations, however, still takes place in some provinces.

In the period 20027 - 2012, 79% of the new rubber plantations in the central Highlands
were converted from natural forestland. This figure should catch the attention of those
who are concerned about sustainable management of forest resources. This 79% does not
simply reflect the loss of a vast forest area but also points to poor enforcement of policies
at local levels. The Strategy requires that local governments: “Establish 150,000 ha of new
rubber plantations on unproductive agricultural and unused land, or convert degraded,
poor natural forests which are suitable for growth requirements of rubber trees." The 79%
figure reflects that the Strategy was not seriously respected or enforced at local levels. The
Strategy is was not effective, as hundreds of hectares of natural forest have been converted
and monitoring and inspection of the conversion process has not been strictly executed
at both national and local levels. This also reflects the generally poor efficacy of forest

governance in Vietnam.

Vietnam is actively participating in the REDD+ programme, with the Government
committing to introducing effective mechanisms to address drivers of deforestation and

forest degradation. The Government’s REDD+ readiness report in 2011 noted that forest
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conversion for plantations of industrial trees such as rubber was one of the major drivers of
deforestation and degradation in Vietnam. For the purpose of effective implementation of
REDD+, new and effective mechanisms must improve forest governance. Some potentially
workable mechanisms include strengthening monitoring and inspection of the appraisal
process and implementation phase of forest conversion projects. Companies which are
licensed to convert forestland to rubber plantations should not only be obliged to comply
with regulations on environmental impact assessment but must also conduct wider
consultation processes with local communities. In other words, the Government should
consider the application of Free, Prior, and Informed Consent (FPIC) procedures to all
projects which convert forestland to rubber plantations through which local communities
may be adequately and widely consulted before companies are licensed to implement
forest conversion. On the other word, the FPIC must be conducted properly before projects
implementation taking place. Forest governance needs to be strengthened through close
and effective vertical and horizontal collaboration. The forestry and agriculture sector
needs to collaborate with the rubber industry to ensure harmonization of interests among
different sectors. Additionally, collaboration among different agencies at different levels
in the same sector also needs to be intensified to avoid a situation where decisions made
at higher levels compromise locally-approved plans, as in the case of Eahleo district

mentioned in this report.

397,879 m3istheofficial estimatefortimbervolumeharvestedfrom 66,838 haof natural forest
during the conversion process by more than 200 rubber plantation projects implemented
in the Central Highlands. This figure has many implications, especially to the on-going
negotiation process of aVolunteer Partnership Agreement (VPA) under the framework of the
EU-FLEGT initiative in Vietnam. The primary goal of FLEGT is to eliminate illegally harvested
timbers from the supply chain to European traders and consumers. Under the framework
of the FLEGT program, legal timber is defined as that which is produced in compliance with
all conditions regarding land use, harvest, transport, processing, and other environmental

conditions 34 Timber harvested from natural forest to clear land for rubber plantations is

3 Detailed information about how timber is defined as legal can be referenced in the draft timber legality definition,

developed by the FLEGT working group.
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known as conversion timber. According to the prevailing regulations of the Government of
Vietnam, if operators are involved in harvest, transport, and processing in full compliance
with conditions as specified in prevailing legislations, conversion timber may be considered
legal timber 3>. Whether timber from converted forests is acceptable or not for circulation
in the FLEGT supply chain is still being discussed between the Government of Vietnam and
the European Union (EU). Moreover, some suggest that the actual timber volume harvested
from converted forests has been much greater than the officially published statistics since
some rubber plantation projects have abused timber harvesting rights in some provinces.
Legitimate conversion timber mixes with illegally-harvested timber along the supply chain,
making it quite difficult to control timber legality. This issue also directly undermines the
image of Vietnam's export-oriented timber processing and furniture industry — one of
its key export industries — in international markets. After all, the question emerges as to
whether it's worth sacrificing natural forests for rubber plantations while the benefits and
also all the other consequences of rubber plantation expansion for the rural poor - whose

daily subsistence largely depends on forest resources — are still far away?

3 Under the framework of FLEGT VPA, the Government is in the consultation process with relevant stakeholders on
the timber legality definition (currently draft six). Prevailing regulations associated with the definitions of timber le-
gality can be found here.
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