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*For the purpose of the PMR, market instruments refer to domestic instruments (e.g., emissions trading scheme) and, without prejudging the outcomes under the United Nations 

Framework Convention on Climate Change negotiations, scaled-up market mechanisms. 
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1. Policy context: Domestic mitigation objectives  
and emission profile 
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1. Domestic mitigation objectives: are to develop the green/low-emission economy to 
protect and enhance quality of life; ensure national security and sustainable development in 
the light of climate change and join forces with the international community to protect the 
global climate system.  

 

2. Participation in international conventions 
 Vietnam signed the United Nations Framework Convention on Climate Change (UNFCCC) in 

Jun 1992 and ratified it in Nov 1994, the country also signed the Kyoto Protocol in 1997 and 
ratified it in 2002.  

 Vietnam has prepared its first and second national communications (SNC) for the UNFCCC. 
The country is currently organizing its consultation framework to prepare its third national 
communication.  
 

3. Vietnam has set priorities for Climate change in its national charter on environment, 
Strategic Orientation for Sustainable Development (SD), National Climate Change Strategy 
(NCCS) and (Draft) Green Growth Strategy (GGS). 

1.1 Policy context and objectives (1/2) 
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 Vietnam has ambitious laws and action programs for energy efficiency and the large-scale 
development of renewable energy sources. The mid to long-term objectives of these are to 
bring the share of renewable energy to 4.5% in 2020 and to 6.0% in 2030 and reduce average 
energy elasticity ratio of 1.5 by 2015 and 1 by 2020. [Power Master plan VII]. 

 

 

 Vietnam is developing a Green Growth Strategy with following targets: 

 To reduce energy consumption per unit of GDP by 2.5-3%per year to 2020 and reduce 
GHG emissions and by 2-3 % per year from 2020 to 2030.  

 2020: Reduce GHG emissions in the energy sector by 10% -15% relative to 2010 level. 

 

1.1 Policy context and objectives (2/2) 
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 Vietnam’s latest official GHG emissions figures 
come from the Second National 
Communication [SNC].  Considerable effort is 
currently underway to provide updates 
estimates, including a more detailed sectoral 
breakdown.  

 If left unchecked, emissions will rise from a 
low base of 1.94 tCO2e/capita in 2000 to 4.96 
tCO2e/capita by 2030 [SNC].  

 Overall GHG emissions will triple by 2030 with 
the energy sector accounting for all the 
growth. By 2020 it is set to account for over 
80% and 90% by 2030 of VN’s total emission 
[SNC].  

 Fuel subsidies are prevalent and will need to 
be removed. 

1.2 Overview of the country’s GHG emissions  

Source: Vietnam’s Second National Communication to the UNFCCC, 2010 

Note: Emission trends uncertainty for 1994-2000 period was 19.5% 
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2. Technical building blocks of market readiness  
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 Vietnam intends to initially apply MBIs to selected sectors with a view to broadening 
the scope over time. The aim is to achieve broad based carbon pricing over time. Key 
criteria used to select sectors are: 

1. Readiness for market instrument(s) including  

1. Responsiveness to price signals within the sector;   

2. Paying attention to market concentration; 

3. Data reliability; 

4. Ability to build on relevant existing initiative. 

2. Interest of stakeholders; 

3. GHG mitigation potential and potential for win-win options; 

4. Alignment with country’s SD priorities, scope of PMR and overlaps with other 
programs/projects. 

 Potential sectors to be considered for MBIs: 

        1) Steel; 2) Solid Waste Management;  3) Power (EE of demand side) and 4) 
Transport (optional). 

 Some progressive municipalities may provide a good trialing ground for MBI’s 
especially with respect to energy efficiency in building and appliances.  
Therefore, some MBI activities may be piloted in cities. 

2.1 Criteria for Identification Applied  
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Readiness for market instruments 

 A program development for Energy Efficiency with UNIDO support to meet environmental 
requirements at minimum cost. 

 Data reliability is good: 18 plants are surveyed and being monitored by UNIDO project. 

 The sector has a small number of point sources and high levels of concentration – MBIs will 
have to be designed with care to achieve necessary levels of liquidity and avoid collusion. 

Interest of Stakeholders: 

Sector is working towards establishing a covenant on voluntary reductions and has set the 
following targets: 

• From now to 2015 will strive to reduce 10% of main income materials and energy 
consumption for a ton of billet steel compared with consumption in 2011; 

• By the year 2015, 100% billet producers belong to VSA members reached standards, 
regularizations emission (gas, solid & liquid) into the environment as support for developing 
sectoral carbon pricing (potential for expansion of MBIs in the sector in the medium term). 

2.2.1 Taking stock of relevant sectors : Steel Industry 

The GHG emissions from steel contributes 25.3% of industrial process (year 2000), 

initial assessment shows that for electronic arc furnace facilities GHG reductions of 

30% or more are feasible and leading to increased profitability of facilities 
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Taking stock: Steel (2) 

GHG mitigation potential: 

• Production of finished products in 2010 
reached 9,248,000T, 33% up over 2009; 

 Steel companies consume about 3.5 
billion kWh of electricity accounting, and 
take 25% GHG emissions from industrial 
processes [SNC]; 

 Significant mitigation potential: 17/18 
surveyed factories are low-efficiency 
compared to best practices even in-
country [UNIDO]. 

Alignment with National Policies: 

• NSCC: - by 2020 “50% industrial 
establishments apply cleaner production, 
savings 8-13% of consumed energy, 
material, fuel”. 

Source: Energy and Resource Efficiency in 

the Vietnamese Steel Industry, UNIDO,  Jul’ 2011 
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Readiness for market instruments 

On going CDM activity in the sector;  

Part of the collection process is private 
contracted out as well as some of the 
processing; 

Data are available but further 
improvements needed.  

 

Stakeholder engagement 

Three municipalities have shown 
commitment to MBI in Waste management; 

Waste management is a responsibility of 
municipal government who are interested 
to pilot green growth interventions; 

Sector is seeking new options to increase 
efficiency of waste management. 

2.2.2 Taking stock of relevant sectors: Solid Waste 

Management 
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Taking Stock (solid waste) 

GHG emission potential  

According to the SNC, emission from waste in 2000 accounted for about 8 Mt 
CO2e or 5% of total emissions; 

Solid waste collection is set to grow five fold to 2020 from 2000 levels, 
partially due to the rise in waste volumes and partly due to better collection 
rates.  It will therefore increasingly be possible to turn waste into energy and 
reduce emissions;  

Already three CDM projects active in land fill methane capturing, possibly 
developing a NAMA or PoA. 

Alignment with national policies: 

Environmental protection law, strategy and related legal implementation 
document provide opportunities for private sector engagement  
Recently approved supportive policies: 

Decision 798/QD-TTg of may 25, 2011 by the PM on approval of 
investment program of solid waste treatment stage from 2011 to 2020 
Political support for emissions reductions from this sector. 
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Readiness for market instruments 
• The Power Sector is being reformed to gradually operate in line with market 

principles as article 17 of Law of Power 2004. 
• The removal of fuel subsidies presents significant opportunities for improved 

economic outcomes and large potential emissions reductions.  
• There is potential for the emergence of energy service companies supported 

by MBIs (eg white certificate trading schemes or energy efficiency credit lines) 
• Past (ABD) and recent studies (UNDP) show that win-win options are available 

through energy efficiency measures. 
• Work on going on energy efficiency has been ongoing, this has created reliable 

data sources. 
Interest of Stakeholders as Financing for EE is growing rapidly:  
• VietinBank with the support of Ministry of Science and Technology lend 14.1 

million USD for EE activities in SMEs. 
• IFC is supporting the Energy Conservation Center and Techcom  bank to set up 

a 50 million USD loan fund; 
• Interest from building sector to promote “green building”; 
• Vietnam approved LOTUS standards for residential, non-residential and 

existing buildings officially recognized by the World Green Building Council for 
national use. 

2.2.4 Taking stock of relevant areas: Energy Efficiency in  

Demand Side 
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Energy Efficiency in Power demand (2) 

• GHG emission reduction potential 
• After 2015, Vietnam will begin to face fuel shortages. According to the baseline 

scenario, there will be a shortage of nearly 53 million TOE in 2020 and up to 143 
million TOE in 2030;  

• The construction sector is projected to have an annual compound growth rate of 
11.73% through to 2015. Urban areas are set to double between 2010 and 2020.  

• GHG emissions from Energy Sector in 2000 [SNC] was 35% of total, in which the 
residential sector accounted for 7.5% of energy sector; 

• The green building could reduce GHG emission by 35%. 

Alignment with national policies 

• Energy efficiency law (2010 enacted) aims for a 5 to 8 % reduction in energy use; 

• Well established legal framework:  existing codes related to energy efficiency, 
pollution, and water conservation, plans to develop labeling, enable ESCO 
development and innovation; 

• Removal of fuel subsidies and power sector reform will provide an enabling policy 
framework for MBIs; 

• Links with other sectoral plans such as building code review, green building, 
development of RE and the economic restructuring agenda. 
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 Vietnam is exploring the potential for MBIs to be piloted in cities as some – 
such as Hoi An and Da Nang – are championing green, smart and sustainable 
development while others (eg HCM city) have CDM experience.  
 

 EE in the residential sector may be a candidate for regional pilot MBIs as GHG 
emissions from this sector are significant (in 2000 [SNC] it accounted for 7.5% 
for total emissions of energy and some regions are more willing/ready to trial 
the use of MBIs in this space. 
 

 MBIs in other sector, such as waste management may also be piloted in regions 
first, before they are expanded to cover the whole country.  This may assist is 
setting up institutions and begin activities more quickly but would also bring 
with it difficulties associated with the setting of boundaries and leakage. 

2.2.5 Piloting MBIs at the city level 
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2.3 Preliminary assessment of readiness of potential sectors  

Sector 
Implemented 

Activities  
Strengths  Challenges Readiness 

Steel industry 

Various ER 

projects 

implemented  

National EE law and 

strategy 

High RE Potential  

Benchmark system being  

set up 

Limited motivation 

for a local carbon 

market due to low 

carbon prices 

High  

Solid Waste 

Management 

03 landfills 

CDM projects 

Major RE 

projects 

Opportunity to establish 

a local MRV reference 

MRV system still to be 

established 

Legal base needs 

improvement  

Medium 

EE Building 

(energy) 

Power sector 

reforms 

ongoing 

(further 

floating price) 

Local authority and 

investors  

Strong synergies with 

productivity growth and 

energy security 

objectives 

Energy policy and 

other policy may 

create uncertainty for 

EE development, 

overlap with sectoral 

EE policies 

High 
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 Market Based Mechanism in Viet Nam will be 
organized along sectoral development lines.  

 MPI, is responsible for state management of the 
economy planning, monitoring and reporting.  

 MONRE (responsible for amongst other climate 
change policies and GHG monitoring) will develop 
guidelines and mechanisms. Especially on MRV.  

 Line Ministries are responsible for the respective 
sectors. 

 City/Region is in charge of pilot, feed back. 

2.4 Core Readiness Components - Institutional/regulatory 

components (1/2) 
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MONRE is tasked to develop an assignment on management of 
GHG emission and carbon credit trading to international 
markets focusing on: 
 

 Review and formulate the national policy and institution for 
management of GHG emission and carbon credit trading to 
international markets; 
 

 Develop a National GHG inventory system and emission 
baseline scenario; 
 

 
 Develop methodologies for calculation of total GHG emission 

reduction; 
 

 Enhance Carbon market awareness and capacity building.  

2.4 Core Readiness Components - Institutional/regulatory components 

(2/2) 
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 Market based instruments (MBIs) can be very effective in achieving climate change 
related policy goals and hold the promise of improving resources allocation, incentivizing 
participation by enterprises and attract capital. 

 If successful, MBI’s can become a key to Vietnam’s strategy on climate change and 
support the implementation of it’s Green Growth Strategy.  

 As evidenced by the SD, NCCS and GGS mentioned above, Vietnam is actively pursuing 
climate friendly development.   

 MBIs have the potential to help deliver Vietnam’s mitigation ambitions at lower cost. The 
PMR can help speed up the deployment of MBIs for climate change mitigation in a 
number of ways: 
 Further enhance awareness by key decision makers about the efficiency and cost advantages of 

MBIs for GHG mitigation in Vietnam; 
 Develop feasible options to implement MBIs for mitigation in selected sectors or regions – this 

includes finding ways to transmit price signals to industry and consumers given existing 
economic planning practices;  

 Explore pathways to comprehensive emissions pricing in the medium term – eg how to expand 
coverage from selected sectors/regions to the whole economy; 

 Explore opportunities to use MBIs as a basis for access to existing and emerging  international 
carbon markets and/or international flexibility mechanisms ; 

 Support Vietnam’s negotiations under UNFCCC; build on CDM experience; and anchor the 
polluter-pays principle into the low-carbon regime 

 Take stock of existing MRV arrangements and identify needs for further enhancements – begin 
with selected sectors/regions, obtaining experience and expertise and enhancing MRV 
institutions through pilot sectors/regions. 

2.5 Interest in Market Based Instruments 
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Examples of MBIs already affecting GHG emissions 

Tools Examples Legal document 

1 Charge: Tax and fee (but mainly 
impact on inputs) 

Gasoline, oil, 
grease, coal, 
HCFC 

Environmental protection 
tax Law and its sub-law 
doc. 

2 Subsidies  

(not necessarily structured as 
MBIs yet) 

Development of 
RE: wind power, 
solar power 

Energy Efficiency Law 

Decision to promote Wind 
power 

3 Marketable permits and other 
incl. deposit/ refund systems 

CDM projects, 
PES, REDD+ 

 

Decree on CDM, PES 
(mainly from water 
resource) 

Draft Nat’l strategy for 
REDD+ 

4 Eco-labelling, licenses (not nec. 
Structured as MBI’s yet) 

Green building, 
Energy label 

Energy Efficiency Law 

2.5 Interest in Market Based Instruments 
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3. Organization and Consultations 
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3.2 Consultation Process  

Outputs 
 Development process of  

the organizing framework 

 Consultation  

  and Validation 

Initial Draft of OF 

Note on comments  

for Draft of OF 

Revised Draft of OF 

Final Draft of OF,  

presentation on OF  

and Draft PDO  

ready to submit 

Submitting Final OF and Draft PDO 

Collecting comments and finalizing  

draft of OF, prepare presentation  

on OF, and Draft PDO 

Defining building blocks and  

stock taking its elements and  

options of MBIs, tools  

to enable NAMAs,  and  

organizing workshop for comment 

Draft of OF based on Template  

of OF sent by PMR Secretariat 

PMR drafting  

team meeting 

Comments  

for initial draft of OF 

Comments for  

draft of OF 

Workshop  



23 

3.3 Partners in the formulation of Vietnam’s Market 

Readiness Organizing Framework  

Ministerial 

Departments 

 Ministry of Planning and Investment (MPI);  

 Ministry of Natural Resource and Environment (MONRE); 

  Ministry of Finance (MOF); 

 Ministry of Industry and Trading (MOIT);   

 Ministry of Agriculture and Rural Development; 

 Ministry of Transport; 

 Ministry of Construction; 

 People’s committee of City: Da Nang, Hoi An (TBC). 

Offices/Agencies  

  Dept for Science, Education, Natural Resources and Environment 

(under MPI); 

 Foreign Economic Relations Department (under MPI) 

 International Cooperation Department (under MONRE) 

General Dept for Climate change (under MONRE);  

 General Dept for Industrial Safety and Environment (under MOIT); 

 Dept for Science, Technology and Environment, General Directorate of 

Energy (under MOIT); 

 Vietnam Forest Directorate and  National office for REDD+ (under 

MARD).  

Public Financial 

Institutions 
 GESF; IFC and Techcombank, Dragon Capital. 

Professional 

organisations 

  Professional Association of Steel Producers, EVN, Researchs 

institutes and Cement Association. 

International 

Cooperation 
 WB, ADB, Belgium, Luxemburg, UNDP, Koika, Jica, Danida 
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4. Other key relevant initiatives (1) 

Vietnam has a significant portfolio of international assistance that can complement 
the PMR program.  Such programs include: 

 Ongoing WB Low Carbon Development Study to set the reference values for 

GHG emissions in Vietnam and offer mitigation options. The project team 

includes CIEM, TDSI and IoE; 

 Under SP-RCC, there are a number of relevant initiatives, including JICA's 

GHG emissions inventory -- pls reference; 

 GHG emissions registry for key emissions sources funded by NFD/ADB. The 
activity focus on identifying key emission sources;  

 Development of an overall modeling approach. The work is supported by DFID 
and implemented by the Central Institute for Economic Management (CIEM) 
under MPI. Scoping report is already available;  

 Multi-regional, recursive-dynamic CGE model, with top down CGE w/structure 
of GTAP-E model, regional and sectoral disaggregation: 114 regions and 57 
sectors based on GTAP – 8 and social accounting matrix, up to 2050. 
Supported by DFID, ADB, JICA and USAID. Top down and bottom up models, 
bottom up models include the following energy sectors for Viet Nam: Power 
Generation, Residential, transport and industry interface; 

 Modeling LCS; Kyoto University and National Institute for Environmental 
Studies models (AIM-models). Capacity building to create the scenario of 
climate change impact as a basis of NAMA. Period 2011-2013, ISPONRE and 
technically the project is supported by KU and NIES with financial assistance 
from JICA; 
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5. Organization of work and estimated timeline 
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5.1 Organization of work and estimated timeline 
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6. Other relevant information 

Vietnam is preparing for competitive electricity market: MOIT in collaboration 

with MOF is proposing to GoV, and National Assembly for further floating 

electricity prices. (20 Apr 2012) 
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7. Conclusions – Summary of market readiness 
priority areas for PMR support 
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Conclusion: 3 sectors, policy researchs, MRV, 2 local pilot 
 

• Strengthening market readiness in terms of technical, institutional and legal framework for 
central ministries and local authorities; 

 
In particular, PMR is to support: 
 
• Study and deploy potential MBIs in the following sectors:        1) Steel; 2) Solid Waste 

Management; 3) Power (EE) with pilots in Da Nang OR Hoi An for pilots; 
 

• For MPI: integration of MBIs in development planning and policy and coordination to 
assess the use of MBIs in mainstreaming green growth; 
 

• For MONRE: i) to further develop drafted proposal of MONRE on GHG emissions 
management and carbon markets and ii) Establish and manage a MRV;  
 
 

• For sectors/region: to prepare emission profile, prepare BAU  (for city), identify emission 
reduction options, approval/implementation of NAMA/MBIs and sectoral MRV systems.     

7.1 Market readiness priority areas for PMR support 
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Phase 1: 2013-2018 Establish legal frameworks and a pilot market 
based instruments in selected sectors/regions 

 Study and propose the required legal framework to implement selected MBIs;  

 Set up Institutions required to ensure the success of pilot MBIs; 

 Creation and testing of institutional, technical and regulatory instruments 
and feed back for further refinement of MBIs. 

 

Phase 2: 2018-2020 Establishment of a domestic carbon market 
instrument and connection to international market 

 Broaden coverage of MBIs, ideally to achieve a comprehensive carbon pricing 
scheme;  

 Integration with the international market.  

Implementation 
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 The Role of third party/independent verification 
Accuracy of base line data 

Verification of reductions 

 Limited Awareness of benefits of MBIs in Vietnam 

 Understanding of Interactions with existing planning 
and price control practices is limited 

 How to connect sectoral and regional approaches. 

 How to develop pathways from pilots to 
comprehensive carbon pricing.  

Thank you for your attention!  

Key Issues 


