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CARBON MARKET ASSESSMENT REPORT 

 
A. Introduction to the Project 
 
1. The proposed Loan for VIE: Low Carbon Agricultural Support Project (the Project, 
LCASP) supports progressive adoption of Climate Smart Agricultural Practices (CSAPs) 
especially on the management of livestock waste. Agricultural sector is the largest contributor to 
Greenhouse Gas (GHG) emissions in Viet Nam1. Methane released by livestock waste is a 
major contributor to GHG emissions. The Project proposes treating livestock manure in biogas 
plants (BPs) to both reduce GHG emission and produce fuel that can be used for cooking 
and/or electricity generation while the effluent can be used to support sustainable agricultural 
practices and improve the livelihoods of rural communities. 
 
2. The proposed small biogas plant (SBPs) and medium-sized and large biogas plants 
(MBPs and LBPs) were assessed against key eligibility criteria for clean development 
mechanisms (CDM) and other potential carbon markets and a summary of the results is shown 
in Table 1 below. 

 
Table 1: Evaluation of Key Clean Development Mechanism and  

Other Carbon Markets Eligibility Criteria 
Eligibility Criteria SBP MBPs and LBPs 
Involve GHG involve in the Kyoto Protocol  Yes Yes 
Host country is a party to the Kyoto Protocol  Yes Yes 
Additionality Likely Likely  
Non diversion of ODA Likely Likely 
Contribute to sustainable development objectives Yes Yes 
Measurable emission reductions Yes Yes 
Project type Yes Yes 
Eligible organization Yes Yes 
LBP = large biogas plant, MBP = medium-sized biogas plant, SBP = small biogas plant, ODA = official 
development assistance. 
Source: Asian Development Bank and Government of Viet Nam estimates.  
 
3. The biogas activities meet most of the eligibility criteria. However, carbon market 
additionality aspect needs further assessment and the detailed investment and barrier analysis 
need to be carried out. One important issue is the use of ODA in the project for which a 
demonstration is required that there is no diversion of ODA. In addition, the government will 
need to receive transfer of the rights to carbon credits from beneficiaries in return for the 
financial incentives. Other LCASP activities may also qualify for earning carbon credits; 
however, these have to be explored in more detail. 
 
B. Carbon Markets 
 
4. Emission reduction through market-based approach was first experimented under the 
US Clean Air Act (mainly for SOx and NOx emissions from power plants). The same concept 
was later on extended to GHG emission reduction at international level under the Kyoto 

                                                 
1  In 2008, International Fund for Agricultural Development found that GHG arise from the following main sources: 

Agriculture (50%); Energy (25%); Forestry (19%); Industry (4%); and Waste (2%). GHG from Agriculture: rice 
cultivation (45%); livestock (35%); agriculture-soil (11%); and, post-harvest field burning (9%) (IFAD. 2008. 
Livestock and Climate Change. Rome) . 
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Protocol.  The Kyoto Protocol provides economic incentives for achieving GHG emission 
reductions that are additional to those in the absence of the project. GHG emissions reduced 
through biogas plants (household, medium and large) are likely to be purchased under a 
national or international scheme of carbon market which may be voluntary or legally binding. 

 
C. Clean Development Mechanism 
 
5. CDM is one of the flexible mechanisms defined in the Kyoto Protocol. It is defined in 
Article 12 of the Protocol, and is intended to meet two objectives: (1) to assist parties not 
included in Annex I (developing countries) in achieving sustainable development and in 
contributing to the ultimate objective of the United Nations Framework Convention on Climate 
Change (UNFCCC), which is to prevent dangerous climate change; and (2) to assist parties 
included in Annex I in achieving compliance with their quantified GHG emission limitation and 
reduction commitments. CDM allows industrialized countries to invest in projects in developing 
countries in return for certified emission reductions (CERs). CDM is a well-established emission 
trading scheme. Until October 2012 more than 4,500 CDM projects have been registered and 
more than 150 of these projects are in Viet Nam. The first commitment period of the Kyoto 
Protocol expires on 31 December 2012. The European Union (EU) may buy CERs from Viet 
Nam if a bilateral treaty is signed between the EU and Viet Nam for projects registered under 
CDM after 2012.  
 

1. Program of Activities  
 
6. The CDM executive board has introduced a simplified procedure for projects that are 
repetitive in nature, have the same characteristics, are small in size and are implemented over a 
long period. Such projects can be registered under a mechanism called program of activity 
(POA) where a framework is registered first. The next projects do not have to repeat most of the 
common elements. This is a process similar to a multi-tranche financing. This simplified 
procedure will reduce overall CDM processing cost and time. Similar practice is prevailing now 
in some other voluntary systems, such as the Gold Standard, also.  
 
7. An assessment was made of other carbon markets which may be applicable to the 
activities under the project. Some of the existing carbon markets which can be accessed by the 
project are as follows: 
 

(i) Clean Development Mechanism (regulated under Kyoto Protocol) 
(ii) Voluntary Gold Standard (voluntary) 

 
8. Apart from these existing markets, the following new carbon markets are envisaged:  

 
(i) Japan Bilateral Offset Crediting Mechanism 
(ii) Australia Emission trading scheme 
(iii) New Zealand Emission trading scheme 
(iv) South Korea Emission trading scheme 
(v) Bilateral arrangements with nations in the EU. 

 
9. Viet Nam is also likely to launch its own internal GHG emission trading scheme.  
 
 
 
 



3 
 

 

D. Voluntary Market 
 
10. The voluntary market is a parallel market to the CDM market and is explored by project 
developers as an alternative to CDM for non-LDC countries. The main standards in the 
voluntary market are the Verified Carbon Standard (VCS) and the Voluntary Gold Standard 
(VGS).2 The voluntary market is more flexible and in some cases less strict than the CDM. 
However, Carbon Credit prices are often lower than the regulated market. Some premium 
standards, i.e. the VGS, are likely to fetch higher prices3. The voluntary market, in contrast to 
CDM, relies on voluntary actions of companies, individuals and others to offset GHG emissions. 
There may be a need to make active efforts to search for a buyer.  
 
E. Bilateral Markets for CERs 
 
11. Several countries are developing domestic markets, for example Australia and New 
Zealand Emissions Trading Scheme  (AU/NZ ETS) that would be in operation in 2015. These 
countries may make use of Kyoto Protocol CERs to meet their domestic emission reduction 
targets. CERs from Viet Nam, even from projects registered post 2012, are likely to have access 
to the AU/NZ ETS. The EU ETS may also open up to bilateral emission trading agreements in 
the future. Other countries, such as South Korea are exploring similar bilateral frameworks. 
 
12. Japan intends to operationalize its bilateral offset credit mechanism (BOCM) in 2013. It 
will establish its own rules for project eligibility and certification. The BOCM is likely to coexist 
with the UNFCCC framework.4 Recently, 15 projects were selected5 that can trade emission 
reductions through this ETS. The BOCM is conditional on the use of Japan’s advanced green 
technology,6 and hence, applicability to current biogas project to Japan BOCM will have to be 
investigated further.  
 
F. Viet Nam Domestic Carbon Market 
 
13. The Partnership for Market Readiness (PMR)7 of the World Bank, together with ADB, is 
supporting Viet Nam with the development of a domestic ETS. This domestic ETS is a potential 
scheme to sell carbon credits generated through the biogas projects under the Project. 
 
G. Nationally Appropriate Mitigation Actions 
 
14. Nationally Appropriate Mitigation Actions (NAMAs) are policies, programs and projects 
that are undertaken by developing countries to contribute to the global effort to reduce GHG 
emissions. Developed countries have committed to supporting meaningful mitigation actions in 
developing countries through financing, technology transfer and capacity building. There are 
three types of NAMAs, unilateral, supported and credited. A credited NAMA can become a 
mechanism for the emission reductions generated under the project. As of May 2012 there were 
52 NAMAs in the pipeline including a concept NAMA hosted in Viet Nam ‘supporting up-scaled 

                                                 
2  State of the Voluntary Carbon Markets 2011, Ecosystem Marketplace and Bloomberg New Energy Finance. 
3  CER price is around $5/CER in May 2012, while charismatic VGS project such as household biogas can fetch around 

7 to 12 euro ($9-$15) per credit http://www.cdmgoldstandard.org/a-flight-to-gold-standard-credits. 
4  A. Marks and J. Rector. Bilateral Emission Offset Mechanisms Might Eclipse CDM. http://www.milbank.com/images/ 

content/1/0/1043/MarchApril_2011_ELP_Reprint.pdf. 
5  Point Carbon. Japan Picks 15 New Bilateral Offset Projects. http://www.pointcarbon.com/news/1.1849136.  
6  New Mechanisms Information Platform. http://www.mmechanisms.org/e/event/details_120517SB36sideevent.html. 
7  The Partnership for Market Readiness. http://wbcarbonfinance.org/docs/PMR_Brochure_v2.pdf. 
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mitigation in the cement sector’ of which two are being implemented.8 The policy framework 
around NAMAs is still being developed but NAMAs are set to become a building block for a 
future climate agreement. 
 
H. Current Biogas Carbon Activities  
 
15. A programmatic CDM for household biogas is being developed as part of the Quality and 
Safety Enhancement of Agricultural Products and Biogas Development Project (QSEAP) by 
MARD, ADB and the Government of Netherlands through SNV, a Dutch nongovernmental 
organization supporting the program. The POA includes one CDM Project Activities (CPA) at 
the moment, containing 10,518 biogas units. On 16 February 2012 the POA was validated by 
the Coordinating and Managing Entity (CME) and is now awaiting completeness check by the 
CDM executive board. Once the POA is registered, new activities can be developed for the new 
project, included for the QSEAP and the proposed LCASP . 
 
16. The Netherlands-supported Biogas Program for the Animal Husbandry Sector of 
Vietnam (BPAH) is developing a VGS project, Carbon for Development, in parallel with the 
POA. BPAH was registered in June 2012 and credit issuance is expected at the end of 2012.  
 
I. Carbon Market Opportunities for LCASP 
 
17. The following table summarizes potential carbon markets for LCASP. 
 
Project Type Details Carbon Market 
Household 
biogas 
(SBP) 

Biogas units up to 50 m3 of household that 
use fossil fuel in their baseline 

CDM (if  Viet Nam Biogas 
Program POA is able to 
pass registration process) 
or VGS POA 

Households that do not use fossil fuel in the 
baseline 

VGS – Likely to be a 
launching of new POA  

MBPs and LBPs  Units larger than 50 m3 and below 1,000 m3 
for MBPs and larger than 1,000 m3 for 
LBPs that use biogas for electricity / heat 
generation 

To be explored, all except 
the EU ETS – A new POA 
under CDM / VGS may be 
launched 

Other LCASP 
activities  

As per recommended option 

CDM = clean development mechanisms,  EU ETS =  European Union’s Emissions Trading Scheme, LBP = large 
biogas plant, LCASP = low carbon agricultural support project, MBP = medium-sized biogas plant, POA = program of 
activity, SBP = small biogas plant, VGS = voluntary gold standard. 
Source: Asian Development Bank estimates. 
 
18. Based on the above initial information, it has been estimated that the emission reduction 
for 36,000 small biogas plants will be about 900,000 tCO2e during six years of the project 
duration (at about 2.7 tCO2e / m3 biogas plant per year).  
 
19. During the course of project implementation developments in international negotiations 
will be followed and new opportunities in the carbon market will be explored.  

                                                 
8  Nationally Appropriate Mitigation Actions Database. http://namadatabase.org/index.php/Global_statistics (accessed 

17 June 2012). 




