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INTRODUCTION  
 

The HCS Approach methodology was  
initially developed to practically implement 
No or Zero Deforestation commitments by 
oil palm and pulp and paper plantation  
companies operating in fragmented  
landscapes in the humid tropics of Asia 
Pacific and Africa. However, it was always 
intended for broad implementation across 
commodities, regions, and scales. During 
the development and implementation phase,  
various issues arose around situations 
where the methodology does not fit and 
needs adaptation, such as with smallhol-
ders or in High Forest Cover Landscapes 
(HFCLs), or where certain aspects require 
further consideration, such as the role of 
carbon or the assessment of HCS forests 
at a much larger scale. Further, as the 
methodology is constantly learning and  
adapting, new issues will arise. This module 
addresses some of these emerging topics. 
 

The HCS Approach does not yet include technical 
guidance for implementation with independent  
smallholders or small farmers. This becomes par-
ticularly significant as the HCS Approach engages 
with the rubber and cocoa sectors, as well as with 
other sectors where small farmers make up the 
large majority of producers. 
 
Likewise, implementing No Deforestation in HFCLs 
(landscapes with >80% forest cover) is challenging, 
particularly for companies that have existing areas 
or land banks in these landscapes. There is also  
a need for more clarity on the role of carbon in the 
HCS Approach and on how carbon stock assess-
ments can be applied more widely. 
 
In this module, representatives from the HCS Approach 
Steering Group and working groups present an outline 
of these emergent issues, discuss how they may be 
addressed, share experiences and case studies, and 
provide updates on progress made. As thinking and 
innovation around these issues evolves, there will be 
updates and additions to the toolkit that give detailed 
technical guidance.    
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WHy foCuS on  
SMALLHoLDerS?  
 
Independent smallholders are a major source of 
commodities for many companies that have committed  
to No Deforestation and protection of HCS forest 
areas.2 In the palm oil sector, at least 40% of fresh 
fruit bunches are produced by smallholders, both 
independent and scheme (RSPO, undated), and this  
proportion is steadily increasing. In the natural  
rubber sector, smallholders account for 87% of  
global production, and in cocoa over 95%. 
 
Due to the scale of their operations, smallholders 
are less likely to be involved in converting large  
HCS forest areas. They may however convert smaller 
patches of HCS forest – patches that may act as 
buffers or corridors for larger HCS forest areas.  
By doing so, smallholders can collectively clear large  

areas over a period of time. Weak land tenure security 
may also lead smallholders to convert forest in regions  
where the farming of crops is considered an indigenous 
claim to land. 
 
Smallholders generally lack access to expertise, 
resources and incentives to implement the HCS  
Approach. They often see the conversion of forest  
to cash crops as the only way to improve their liveli-
hoods. For the HCS Approach to be taken up across 
the landscape, it is important that smallholders 
learn about HCS and receive support and incentives 
to identify and manage HCS forests – together with 
community protected areas, HCV areas and peat-
lands. The SHWG is working towards an integrated 
HCS/HCV approach for smallholders that will support 
these objectives.

SeCtIon A

Helping  
smallholders  
implement the  
HCS Approach 
  
By Meri Persch-Orth (Coordinator), and members of  
the HCS Approach Smallholder Working Group (SHWG).1

1 Smallholder Working Group members: Aditi Sen (Oxfam),  
 Agung Wiyono (Asia  Pulp & Paper), Aida Greenbury  
 (Asia Pulp & Paper), Anders Lindhe (HCV Resource Network),  
 Bill Barclay (Rainforest Action Network), Charlotte Opal (TFT),  
 Cherie Tan (Unilever), David Rothschild (Golden Veroleum Liberia),   
   Dian Mayasari (SPKS), Grant Rosoman (Greenpeace), Haskarlianus  
 Pasang (Sinar Mas Agri), Ian Suwarganda (Sinar Mas Agri),  
 Kuan-Chun Lee (Procter & Gamble), Lim Sian Choo (Bumitama),  
 Mansuetus Darto (SPKS), Mark Wong (Sime Darby), Patrick Anderson  
 (Forest Peoples Programme), Ratri Kusumohartono (Greenpeace),  
 Richard Kan (Golden Agri Resources), Sapta Ananda (Greenpeace),  
 Sin Chuang Eng (KLK) and Surina Ismail (IOI). 
2 Not valid for the pulp and paper industry in Indonesia.
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tHe SMALLHoLDer  
WorkIng grouP 
 
The SHWG aims to develop guidance, incentives and  
benefits to support the adoption of the HCS Approach  
by independent smallholders. The SHWG is also 
adapting the HCS standard to meet the scale and 
setting of independent smallholders, creating a 
means for them to participate in the identification 
of HCS areas and develop and apply management 
plans for HCS forests. The SHWG believes that  
close cooperation between civil society, industry,  
governments and farmers is a prerequisite to 
achieving No Deforestation. While the application  
of HCS is being led by civil society and industry,  
the involvement of smallholders and governments 
and the integration of spatial planning processes  
are also critical for driving adoption. 
 

Given the enormous diversity of smallholder situations,  
the SHWG will initially focus on independent small-
holders in the palm oil sector in Indonesia. In the 
course of 2017, this focus will expand to include other 
regions, such as West Africa, and other commodities, 
such as rubber and pulp and paper. 
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froM SMALLHoLDer neeDS… 
  
In 2016, the SHWG supported two of its members  
– SPKS (Independent Smallholder Union of Indonesia) 
and Greenpeace Indonesia – to develop a standard 
operating procedure (SOP) for farmers to identify 
conservation areas. The SHWG also supported SPKS 
to visit a field site in West Kalimantan to present the 
HCS Approach and discuss what would be needed 
for the farmers to be able to identify and maintain 
HCS forests. The smallholders and local government 
representatives reviewed the materials and offered 
recommendations to make the application of the 
HCS Approach more practical and achievable for 
smallholders. An inter-community needs assess-
ment identified the prerequisites for the smallholders’  
adoption of the HCS Approach and the types of support 
needed. These included aspects like tenure security 
and access to fertilisers.  
 
A similar field visit to a second location is scheduled 
for mid-2017. Based on the input gathered on these 
visits, the SHWG will develop practical guidance to 
help independent smallholders implement a simplified  
HCS Approach methodology and manage HCS forest 
areas. 
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Smallholder needs for  
HCS identification 
  
During the first field visit to assess smallholder 
needs and test HCS identification, SPKS, Green-
peace and TFT found that smallholders were 
not familiar with the HCS concept. The farmers 
understood forest conservation to mean ‘not  
being allowed to use the forest in any way’. 
 
The farmers had some basic knowledge about 
Free, Prior and Informed Consent (FPIC) in practice, 
but were not aware of the theory behind it or the 
importance of environmental and social impact 
assessments. There were questions about  
grievance mechanisms and where to address 
their complaints. “Are there any sanctions for 
companies that do not implement FPIC?” they 
asked. This reinforced the need to create  
appropriate community-level resources for  
HCS forest awareness. 
 
When talking to smallholders, the team found  
it more effective to use simpler language than 
that employed in the HCS Approach toolkit. It 
also took more time to explain HCS identification 
than was initially scheduled. To ensure successful 
HCS Approach implementation by smallholders, 
it may be valuable during future field visits and 
workshops to discuss smallholders’ existing 
concepts and practices of conservation, explore 
how these can be complemented by HCS and HCV, 
and identify practical ways that smallholders 
can be supported to conserve forests.
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…to MArket InCentIveS 
 
In 2017, the SHWG will explore the incentives,  
benefits and support that actors committed to  
No Deforestation (including companies, donors, 
NGOs and governments) can provide to smallholders. 
These may include alternative livelihoods, support 
for productivity increases on smallholder plantations 
and in-kind benefits. Negative incentives, such as 
sourcing exclusion, will also be considered. We will 
look at both existing programmes and new ideas. 
The SHWG has identified organisations that have 
made No Deforestation commitments on a global 
scale and will survey these organisations to assess 
existing, planned and potential incentives to support 
independent smallholders in the palm oil sector. 
This will be complemented with in-depth interviews 
with companies and other actors at each step in the 
supply chain. Such actors include mills, refineries, 
buyers, consumer goods companies and donors. 

next StePS 
  
The next step for the SHWG is to combine small-
holder needs, market opportunities, and a package 
of incentives and benefits, along with the mechanism 
to deliver them, together into pilot implementation 
for uptake of the HCS Approach by independent 
smallholders. This pilot project will provide targeted 
technical support and align multiple stakeholders at 
a jurisdictional, landscape or mill catchment level. 
 
references 
RSPO (undated) RSPO Smallholders Introduction. 
Available from: www.rspo.org/smallholders/  
(accessed 19 April 2017).
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Conditions/framework for successful incentive  
and benefits mechanisms 
  
1. There may not be a perfect or complete alternative to  
 deforestation. Incentivising uptake of a package of activities  
 and benefits should be prioritised to promote change and  
 livelihood resilience. Alternative activities, including livelihood 
 support, must take into account financial needs as well as  
 non-economic incentives. 
2. Local context and inclusiveness should be a major consideration  
 in any alternatives or incentives offered. 
3. Incentives may need to be provided at both household and  
 community level. 
4. Barriers to applying the HCS Approach, such as lack of  
 knowledge or capital to bridge transition periods, should be  
 identified beforehand. 
5. The benefits of tenure security and long-term management 
 rights should be viewed as a prerequisite for many other  
 incentives to work. 
6. Incentives and benefits should not only address those changing 
 from unsustainable practices to sustainable practices, or those 
 who have already converted HCS areas, but also support those   
 currently refraining from deforestation. 
7. Any mechanism should focus on making No Deforestation  
 the standard, rather than creating additional red tape and  
 promoting premium markets. 
8. Incentives and benefits will have to accrue immediately and  
 continue into the future to ensure long-term conservation of  
 HCS forest. 
9. Monitoring of performance or ‘results’ of the conservation and  
 management of HCS forest areas will be required. 
 
Based on a literature review by Jonathan Ellis Maerker (TFT).

resource List 
•	 Fischer, D., Diaz, K.S., Akhalkatsi, A., Haider, M., Bottriell, K.,  
 Queirolo, S.P. and Sethi, S. (2013) Working with smallholders:  
 a handbook for firms building sustainable supply chains.  
 Washington DC, USA: International Finance Corporation Sustainable  
 Business Advisory.   
•	 Gillespie, P. and Harjanthi, R.S. (2015) Consulting Study 16:  
 Indonesian oil palm smallholders and High Carbon Stock:  
 considerations to avoid errors. High Carbon Stock Science Study.   
•	 Molenaar, J.W., Persch-Orth, M., Lord, S., Taylor, C. and Harms, J.  
 (2013) Diagnostic Study on Indonesian Palm Oil Smallholders.  
 Jakarta, Indonesia: International Finance Corporation. 
•	 Sequeira, D. and Arsenova, M. (2010) Strategic community  
 investment: a good practice handbook for companies doing business  
 in emerging markets. Washington DC, USA: International Finance  
 Corporation Global Community Investment. 

“...the SHWG will  
develop practical  
guidance to help  
independent small-
holders implement  
a simplified HCS  
Approach methodology 
and manage HCS  
forest areas.”
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“ While national systems are in the process of being  
 rolled out, sub-national jurisdictional systems relating  
 to REDD+ can benefit significantly from the accuracy  
 and consistency that HCS carbon stock data provides.”
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IntroDuCtIon  
  

The previous modules described how to 
delineate High Carbon Stock (HCS) forest  
areas using remote sensing (Module 4b), 
assign carbon stock values to each stratum 
using field data (Module 4c), and create 
an indicative map for forest conservation 
areas and development areas using the 
HCS Forest Patch Analysis Decision Tree 
(Module 5b). This section discusses the 
potential role of carbon and carbon stock 
data in wider applications, and in particular, 
how they could add value to national and 
jurisdictional1 greenhouse gas (GHG)  
accounting systems, RSPO tools and  
on-site project activities. 

 
At the national level, carbon stock data can integrate 
with data sets of recognised forest carbon strata.  
It can also be used to support national sector-specific 
monitoring, reporting and verification (MRV) pro-
grammes related to the reduction of emissions from 
deforestation, forest degradation and the enhancement 
of forest carbon stocks (REDD+). These applications 
will vary from country to country, as each national  
system is specifically designed for the country context, 
but all will have similar mechanisms and structures. 
 
While national systems are in the process of being 
rolled out, sub-national jurisdictional systems relating 
to REDD+ can benefit significantly from the accuracy 
and consistency that HCS carbon stock data provides. 
Jurisdictions may not always have locally relevant 
forest carbon stock data immediately available to 
them, and would therefore benefit from the sharing of 
such data by companies following the HCS Approach. 
Because such government-led initiatives are related 
to the implementation of policies and programmes 
at jurisdictional levels, companies following the HCS 
Approach become important and valuable actors 
within their jurisdictions. By helping jurisdictions 
achieve emission reduction performance targets, 
companies can thereby contribute to a country’s 
climate strategy. Companies following the HCS  
Approach are also able to use their carbon stock 
data to quantify their emissions, if they so wish, in 
order to demonstrate their low-carbon footprint  
and distinguish themselves from companies not  
following the HCS Approach. 
 
At the operational level, HCS carbon stock data  
can be integrated with the reporting requirements  
of other third parties, such as the RSPO’s GHG  
calculator tool, which is used by members seeking 
to expand their planted areas. 
 
HCS carbon stock data can also be used to inform 
and support the development of certain types of 
projects within a development area. Where such 
projects follow national policies and appropriate  
Environmental, Social and Governance (ESG) criteria, 
and are compliant with jurisdictional GHG programmes, 
they have the potential to create a flow of climate 
finance-related incentives for communities.
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1  For the purposes of this section, jurisdictions are defined  
 as the government and administrative boundaries one level  
 below that of national level, such as a province or state.

SeCtIon B

Role and wider  
applications of carbon 
and carbon stock data 
  
By Sebastian Persch, Gabriel Eickhoff,  
Paul Lemaistre (Forest Carbon) and Bill Barclay (RAN). 



nAtIonAL LeveL IntegrAtIon 
 
As part of the 2016 UN Framework Convention on 
Climate Change (UNFCCC) Paris Agreement to keep 
the global temperature increase this century below 
1.5–2.0°C, countries around the world are looking 
to reduce their domestic GHG emissions. There is 
no International Panel on Climate Change (IPCC) 
scenario for stabilising global warming below 2.0°C 
that does not simultaneously require halting and 
reversing tropical deforestation and steep, and deep, 
fossil fuel emission reductions. To meet their commit-
ments, countries with large source emissions from 
agriculture, forestry and other land use sectors are 
likely to start regulating the commercial entities 
driving those emissions and monitoring relative GHG 
contributions across commodity sectors. Carbon 
stock data generated through the HCS Approach can 
be a valuable and rich source of data for national  
governments to use in creating and establishing their 
nationwide forest carbon stratifications. This creates 
further opportunities for companies to engage with 
governments that are committed to the protection 
of tropical forests as a key part of their national and 
sub-national jurisdictional climate change strategies. 
 
 
nationally Determined  
Contributions (nDCs) 
 
To meet the requirements of the Paris Agreement, 
countries have individually identified their Nationally 
Determined Contribution (NDC) towards reducing 
their national GHG emissions. Individual companies 
have the potential to contribute to wider government 
climate strategies, including meeting NDC targets, 
by implementing No Deforestation commitments 
using the HCS Approach. Adopted nationally on a 
sector-wide scale, company commitments have 
the ability to dramatically impact and contribute to 
the performance and achievement of a country’s 
NDC target. The HCS Approach therefore presents 
an effective way for governments to gain additional 
ground-level data, monitor sector-wide emissions 
and progress towards their NDC goals relating to 
agriculture, forestry and other land use sectors. 
 
Using replicable measurements from LiDAR or 
other high-resolution satellite imagery provides 
an additional and rich source of data. In addition to 
identifying nationally recognised ecosystems and 
standardised HCS carbon strata, the carbon stock 
data itself can be highly useful for scientists and 

governments. It can help improve the accuracy of 
national carbon strata, and thus the GHG monitoring, 
reporting and verification systems of government 
agencies that ultimately determine sector-wide  
contributions to NDC targets. 
 
 
Jurisdictional reDD+ programmes 
  
At jurisdictional level, carbon data collected through 
the HCS Approach has two wider applications:  
informing and supporting jurisdiction-specific 
carbon strata data sets, and playing a key role in 
demonstrating the impact a company is having on 
the jurisdictional performance towards achieving 
emission reductions. 
 
Depending on the country in question, jurisdictions 
implementing REDD+ may opt to develop jurisdiction-
specific data sets for the forest types found in their 
landscapes (as forest types and corresponding 
carbon stocks may deviate from jurisdiction to  
jurisdiction). Carbon data collected through HCS 
assessments provide a valuable and unique data 
source for jurisdictional emission baselines and 
monitoring systems. 
 
The UN REDD+ mechanism plays a significant role 
in shaping the climate change mitigation strategies 
of countries with tropical forests. Although intended 
to be applied as a national system, REDD+ is being 
initially implemented at sub-national jurisdictional 
levels. When completed and added together, these 
comprise the sum national approach. Companies 
that protect HCS forest make a de facto contribution 
towards wider jurisdictional REDD+ performance. 
This is of critical importance for landscape-level 
jurisdictional land use planning and is a valuable 
argument for driving adoption of HCS forest  
protection. 
 
National coordination to understand sector-level 
GHG emissions is now under initial development in 
many landscapes, including sub-national jurisdictional 
approaches in Mai Ndombe Province in the Democratic 
Republic of Congo, South Sumatra2 and Central  
Kalimantan3 provinces in Indonesia, and Sabah 
State4 in Malaysia, to name a few. Later examples 
are now incorporating HCS forest data into land use 
planning at jurisdictional levels. A methodology for 
generating landscape-scale HCS forest data is also 
in development. 
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As NDC targets are of national interest, use of HCS carbon stock data 
could also help governments to prioritise sectorial policies by weighing 
sector-specific contributions to their NDC. This creates opportunities for 
establishing company or community-level incentives for high-performing 
actors, and also liabilities for actors who either do not report or who 
contribute negatively towards NDC targets. 
 
 
ConCeSSIon LeveL 
 
rSPo certification 
 
RSPO member growers that wish to expand their plantations must  
adhere to the RSPO New Planting Procedures (RSPO NPP). As part of 
this process, a new RSPO PalmGHG Calculator tool has been developed  
that estimates net GHG emissions associated with new plantation 
development in different development scenarios. In addition, member 
companies must also follow the RSPO GHG Assessment Procedures  
for New Plantings5 in order to estimate associated GHG emissions. 
Companies could benefit in multiple ways from the HCS Approach as  
it facilitates compliance with such RSPO requirements. 
 
Companies can gain efficiencies in two main ways. Firstly, carbon stocks 
calculated as a result of an HCS assessment can be directly used as 
an input into the RSPO GHG Assessment Procedures, saving time and 
costs while providing more accurate carbon stock estimates. In addition, 
carbon stock data from HCS estimates can be readily used as the basis 
of the GHG emissions calculations with the RSPO New Development GHG 
Calculator. 
 
Secondly, the HCS carbon stock data can also be taken into consideration 
in land use planning. The Decision Tree (see Module 5b) enables growers  
to make optimal land use planning decisions through the exchange of 
areas for development with areas that should rightly be conserved in order 
to maintain intact and contiguous HCS forest landscapes. HCS carbon 
stock data can be used in this way to quantify and measure the impact 
of such exchanges and thereby help to maximise carbon storage and 
minimise GHG emissions.
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2  www.rt14.rspo.org/ckfinder/userfiles/files/
PC4_3%20Beni%20Hernedi.pdf  
(accessed 26 April 2017)

3  http://inobu.org/projects/jurisdictional-
sourcing/ (accessed 7 August 2017)

4  www.rt14.rspo.org/ckfinder/userfiles/files/
PC4_4_2%20Datuk%20Dr%20John%20
Payne.pdf (accessed 26 April 2017)

5  www.rspo.org/certification/ 
ghg-assessment-procedure  
(accessed 26 April 2017)
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“...carbon stocks  
calculated as a result 
of an HCS assessment  
can be directly used  
as an input into the 
RSPO GHG Assess-
ment Procedures, 
saving time and costs 
while providing more 
accurate carbon stock 
estimates.”

http://www.rspo.org/certification/ghg-assessment-procedure
www.rt14.rspo.org/ckfinder/userfiles/files/PC4_4_2%20Datuk%20Dr%20John%20Payne.pdf
www.rt14.rspo.org/ckfinder/userfiles/files/PC4_3%20Beni%20Hernedi.pdf


Leveraging climate finance for HCS  
enhancements through forest and  
peatland restoration and rehabilitation 
  
Climate finance is a broadly defined designation  
for a variety of different financing mechanisms.  
In the context of the UNFCCC and forests, climate 
finance mechanisms are generally geared towards 
the generation of value for the conservation, rehabi-
litation and/or protection of forest and wetland/ 
peatland areas as carbon sinks and reservoirs  
(climate mitigation). Climate finance can also be 
used to increase the resilience of forests and forest-
dependent communities against the impacts of 
climate change (climate adaptation) and/or promo-
ting action towards the equitable low-carbon and 
forest-related targets set out in the UN Sustainable 
Development Goals (climate development). Climate 
finance can range from broad, multilateral and 
bilateral donor commitments between governments, 
to philanthropic grants set up by foundations. It can 

also include corporate social responsibility initiatives 
and voluntary, market-linked mechanisms. Climate 
finance flows may be based on non-market or market 
based mechanisms under voluntary or regulated 
GHG reduction compliance regimes. 
 
Carbon finance is a specific subset of climate  
finance. It refers to activities and transactions in 
which standardised types of verified carbon emission 
reductions can be traded, hedged or sold to counter-
parties in regulated or voluntary carbon markets. 
 
While significant progress has been made in defining 
how climate finance transactions can take place  
within agriculture, forestry and other land use  
sectors, methods and scope relating to industrial 
GHG emission reductions are still emerging. This 
represents the next important frontier of methodo-
logical development, where ensuring environmental 
integrity will be central to maintaining and scaling 
up carbon finance. 
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“Companies and communities that have undertaken  
the HCS Approach can use carbon stock data directly, 
along with subsequent monitoring, to model increases 
in carbon stocks as rehabilitation and restoration  
activities unfold.” 



A number of tropical rainforest countries are under-
taking steps to formalise their potential REDD+ policy 
and regulatory frameworks in relation to climate 
finance in general, and how, in particular, it might be 
integrated. Given the challenges and complexities of 
national-level implementation, much of the current 
work is focused on development at sub-national 
jurisdictional and landscape levels. 
 
It is to be hoped that climate finance will scale to 
become a significant source of finance for lands-
capes and conservation initiatives in the future. 
Yet the funding and preferred framework for such 
mechanisms is still an emerging science. It has, 
necessarily, taken 10 years to grapple with the many 
complexities of forest, land use and land tenure 
governance. However, one clear outcome of the 2016 
Paris Agreement is that getting access to financing 
from market and/or non-market sources is now an 
option for the land use sector. 
 
 
Supporting HCS forests through

‘community projects’ 
While it would be unlikely or impossible for a company 
plantation area to access climate finance, there is 
significant scope for smaller scale projects to be  
established within a development area. Because HCS 
forests are, by definition, protected from conversion, 
projects that seek climate finance by claiming reduction 
of deforestation would not be applicable. However, 
community-based projects designed to enhance 
carbon stocks and reduce other kinds of baseline 
emissions would be technically additional to the legal 
protection of the HCS forests. Projects could include 
reforestation, rehabilitation and/or restoration of 
HCS forest, such as Young Regenerating Forest 
(YRF), or the establishment of a community-based 
initiative aimed at the rehabilitation of peatlands.  
Depending on type, such activities combined with 
other local economic livelihood functions could  
create compelling projects and have the potential  
to deliver various levels of financial incentives. 
 
Accurate carbon stock data, such as those collected  
through HCS assessments, are critical for the  
legitimacy and credibility of projects seeking climate 
finance. Companies and communities that have 
undertaken the HCS Approach can use carbon stock 
data directly, along with subsequent monitoring, to 
model increases in carbon stocks as rehabilitation 
and restoration activities unfold. 
 

It is important that companies looking to leverage  
climate finance through project-level activities identify 
projects that meet key criteria. Not all development 
areas will be suitable for the development of such 
projects, nor will all communities necessarily be 
interested or willing to participate. Such projects 
should be identified and explored on a case-by-case 
basis. For this reason, companies and communities 
should work with experienced, in-country climate 
and forestry technical teams to assess the viability 
and feasibility of a project before launching into 
development and creating false expectations with 
communities. 
 
Likely candidates of climate finance-linked projects 
have the following traits: 
 
• Meet the key criteria of additionality and  
 correspond to one of the UNFCCC-recognised  
 mitigation, adaptation or development-based  
 activity types. 
• Use clear and standardised environmental  
 guidelines and social safeguards6 built around  
 a process of Free, Prior and Informed Consent  
 (FPIC). 
• Adhere to national policies and adopt (nest  
 within) the surrounding jurisdictional baseline. 
•  Be independent of the developer and be able  
 to be directly financed. 
• Establish that communities have clear and  
 long-term land tenure rights. 
 
In general, there tend to be two broad categories of 
climate finance: “results-based” and “performance-
based”. These are described in more detail below. 
 
 
results-based finance 
Results-based finance is a general term to describe 
money that is given in response to pledges, progress 
towards, or specific or aspirational acts undertaken 
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 Business and Human Rights: Implementing the United Nations 
 “Protect, Respect and Remedy” Framework by John Ruggie; and   
 customary laws set and followed by indigenous communities.



to achieve forest-based GHG emission reductions 
or forest-based carbon stock enhancements. Such 
finance is commonly used in bilateral negotiations 
in the form of grants between governments seeking 
to design and implement national and jurisdictional 
programmes for environmental and forest conser-
vation. 
 
For example, Country A may establish a bilateral 
programme with Country B geared towards achieving 
jurisdiction-wide certification of sustainable palm oil. 
Country A may release funds to Country B corres-
ponding to a series of steps achieved along the way to 
setting up this system. Country B may then earmark 
some of the finance for certain programmes within the 
jurisdiction, such as the conservation and protection 
of HCS forests. The Norway-Indonesia REDD+ part-
nership is a good example of results-based climate 
financing. 
 
Results-based climate financing could take the 
form of direct payments to communities as (partial) 
incentives and benefits for the ongoing enhancement 
of HCS areas. It could also support government po-
licies and measures that address underlying drivers 
of deforestation, such as insecure customary tenure 
rights, lack of regulatory enforcement, and perverse 

incentives. Results-based climate finance could also 
be a tool for removing other barriers to low-carbon 
development by supporting the efficient and effective 
implementation of the HCS Approach. 
 
While this is one example, a wide variety of different 
results-based finance options exist which may be 
more or less relevant for each company or community 
looking to generate short- and medium-term financial 
value for HCS forests. Companies should also be 
aware and note that many results-based finance  
options are not specifically designed for smaller 
scale village or project-level activities. Where such 
options do exist, they often have limited windows of 
support – lasting only 3–5 years – and may conse-
quently require additional fundraising and financing 
as time goes on.

  
  
Performance-based finance 
Performance-based finance is a term used to  
describe money that is given in direct proportion  
to a quantifiable reduction in GHG emissions, or 
storage of carbon stocks in a landscape, or both. 
Payments for performance come after emission  
reductions or carbon stock enhancements have 
been made, measured and verified through  
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independent assessments. Many national and  
jurisdictional systems are initially developed  
through results-based finance, but then become 
operational through a performance-based model. 
 
A few national, jurisdictional and project-level per-
formance-based verified emission reduction frame-
works now exist. However, national and jurisdictional 
standards are largely geared towards generating 
value resulting from government programmes and 
policy measures. 
 
At the project level, international standards exist 
for licensed or otherwise legally registered forest 
conservation and landscape rehabilitation activities. 
The Plan Vivo Standard7 is often used for smaller 
community-based forestry projects, whereas the 
Gold Standard8 and Verified Carbon Standard9 tend 
to be used for larger scale projects and are subject 
to independent auditing. 
 
Social and environmental safeguard certification  
for these projects has historically been a de facto 
requirement and can be achieved through the com-
bined use of the Climate, Community and Biodiversity 
Standard10, which is aligned with the UN Declaration 
on the Rights of Indigenous Peoples (UNDRIP) and 
embodies the principles of FPIC. The benefits of  
applying such safeguards include helping communities  
achieve clarity on land tenure rights and village 
boundary demarcation, and supporting them to take 
an active and valued role in the land use planning 
process concerning forest and non-forest areas in 
and around their community. Projects seeking to 
develop performance-based payments would need  
to be fully nested within jurisdictional baselines, 
where these exist. 
 
At smaller, community-level scales, climate finance 
may not be sufficient to cover all protection and  
conservation costs for HCS areas. In such cases,  
it should be blended with other sources of support, 
including the underlying operational costs from the 
company. If developed correctly, however, climate 
financing can help alleviate overall operational costs.
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9 See: www.v-c-s.org 
10 See: www.climate-standards.org

notes on key considerations  
for climate finance activities 
  
Climate financed forest and land use projects 
built around mitigation and adaptation are highly 
localised and field-based activities. Companies 
hoping to generate value for HCS forest conser-
vation in association with communities should 
be willing to fully adopt a number of key criteria 
necessary for a technically legitimate and  
well-safeguarded project, including: 
 
• Adherence to international, national and  
 local laws on human rights and upholding  
 the principles of FPIC with communities. 
• Developing projects according to internationally  
 or nationally recognised GHG standards. 
• Developing projects based on jurisdictional  
 baselines. 
• Working with communities to clarify legal  
 land tenure and right-of-use issues. 
• Developing biodiversity safeguard systems. 
• Putting in place leakage mitigation  
 management plans. 
• Adopting risk management systems to avoid  
 non-permanence. 
• Designing and implementing a thorough  
 protection, reforestation and/or forest carbon 
 stock enhancement programme.
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CONCLUSION 
  
Implementation of the HCS Approach leads to the development of key 
carbon stock data that can be used for a variety of wider purposes, 
making the HCS area relevant to national and jurisdictional government 
commitments and climate policy targets. This is an accessible way to 
demonstrate low carbon development models, using clear data and 
evidence of steps taken by individual companies to support government  
environmental policies and climate goals. Carbon stock data can likewise 
be utilised as an easily accessible input for new and emerging RSPO 
GHG tools. 
 
Lastly, carbon stock data can be instrumental for developing community-
level climate finance project activities within a development area. These 
can be built around securing community land tenure, mitigation of relevant 
GHG emissions, the enhancement of carbon stocks, as well as climate 
adaptation and resilience. The impacts of these project-level activities 
can be quantifiable and communicated as contributing to both jurisdictional 
performance and NDC targets, while also delivering real and meaningful 
climatic, ecological and economic impacts on the ground.
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Applying the standard HCS Approach, and in particular 
the HCS Forest Patch Analysis Decision Tree, in places 
with large areas of contiguous forest may simply 
lead to the conclusion that no large-scale plantation  
development is possible, viable or appropriate.  
This conclusion, however, may not take into account  
government development plans, policies and regula-
tions; socioeconomic factors such as poverty and 
access to basic needs; or local stakeholder land 
rights, livelihoods and aspirations. This may lead  
to the HCS Approach having minimal influence over 
these landscapes as industrial development may 
still go ahead with parties who are not bound by  
No Deforestation commitments. It may also push 
development and deforestation elsewhere (‘leakage’). 
Such outcomes depend on the degree to which 
the HCS Approach can evolve new ways to remain 
engaged in these landscapes, catalyse and support 
development that doesn’t involve large-scale  
deforestation, and meet local community rights, 
livelihoods and aspirations. 
 
The HCS Approach Steering Group established  
the High Forest Cover Landscapes Working Group 
(HFCL WG) to consider these challenges in the  
context of proposed industrial plantation develop-
ments. The Working Group uses case studies as a 
testing ground for new and innovative approaches. 
The current case studies are in Papua New Guinea, 
the Indonesian province of Papua, and Liberia. They 
collect social, environmental, economic and policy 
information at the proposed development area/lease, 
landscape and national level, and explore additional 
assessment and decision-making mechanisms 
with the goal of creating an accepted and practical 
approach for addressing conservation and develop-
ment in High Forest Cover Landscapes (HFCLs). 
 
This section summarises the main questions,  
group reflections and initial lessons derived from 
the Working Group’s review of these case studies.  
It should be noted that all cases are ongoing and  
no consensus has been reached on agreed methods 
for implementing the HCS Approach in HFCLs.
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IntroDuCtIon  
  

The HCS Approach is intended to be a 
widely accepted tool for halting deforestation  
in the tropics while ensuring that local 
stakeholder rights and aspirations are 
respected. Most applications of the HCS 
Approach to date have been in landscapes 
with high levels of human disturbance, 
where remaining forest areas represent 
a moderate to low proportion of total land 
cover. The resulting landscape mosaics 
provide an opportunity to optimise local 
community livelihoods, plantation develop-
ment plans and conservation of critical 
remnant forest areas. However, such con-
ditions are not always the case. In places 
where human disturbance of natural 
tropical landscapes has been historically 
minimal or discontinued, a high proportion 
of forest cover can remain. Such places 
include parts of Papua New Guinea, the 
provinces of Papua and West Papua in 
Indonesia, and areas in Central and West 
Africa and the Amazon basin. 
 
 

SeCtIon C

The HCS Approach  
in High Forest  
Cover Landscapes 
  
By Michael Pescott (TFT) with input from  
members of the High Forest Cover Landscapes 
Working Group.



WHAt IS A HIgH foreSt  
Cover LAnDSCAPe? 
 
Module 5 of the HCS Approach toolkit separates 
landscapes into three categories of forest cover – ‘Low’ 
(<30%), ‘Medium’ (30-80%) and ‘High’ (>80%). Only Low 
and Medium Forest Cover Landscape categories are 
included within the Decision Tree (see Module 5b). 
The Working Group is considering this 80% threshold 
and whether additional measures should be used in 
combination with it. Such measures could include 
percentage of forest cover within the development 
area/lease (as well as the landscape), overall area 
of forest and available land within development 
area/lease and landscape, and the extent of forest 
fragmentation. 

The landscape boundary definition was also subject 
to further consideration (see Module 5a for the current 
definition), such as whether to include administrative 
boundaries, spatially relevant government or private 
development plans, predicted commodity production 
catchment (likely future plantation or smallholders 
to a mill/factory), other land use change indirectly 
resulting from planned development (and associated 
infrastructure such as roads), local communities 
likely to be impacted, and lessons learned from  
similar development projects over time. 
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In addition to spatially focused definitions, the Working Group is also  
considering the relevance of a number of other questions in identifying 
and determining the eligibility of a development area/lease as a HFCL, 
notably: 
 
• What is the future risk of deforestation within the proposed  
 development area/lease, landscape and wider region if the  
 proposed development is abandoned? (For instance, as a result  
 of national/provincial/state land use planning, alternative parties  
 and/or other development?) 
• What is the feasibility of applying the standard HCS Approach to  
 the proposed development – will this provide enough area to merit  
 an investment? 
• What alternative development options exist for local communities,  
 the company and other local stakeholders (e.g. smaller mills,  
 other crops, other sites)? How do the predicted socioeconomic  
 benefits of each compare? 
• What is the socioeconomic status and what are the needs of  
 local stakeholders? Is there a strong demand from land owners  
 and affected communities for the proposed development (or some  
 form of development)? 
• Do local communities and stakeholders understand the likely impacts  
 of the proposed development and other options available for meeting  
 development needs/aspirations? 
• What is the development status of the investment? Is it: (a) not yet 
 purchased/secured a development area/lease, (b) already purchased/ 
 secured a development area/lease without commencing infrastructure/ 
 plantation development, or (c) already commenced infrastructure/ 
 plantation development in the landscape? What are the likely cut-off  
 dates for each category and how would we treat them differently? 
• What is an unacceptable level of conservation and climatic impact  
 resulting from forest clearance in the landscape context and is the  
 impact well understood for various development options or scenarios? 
• What abilities do the plantation company and communities have to 
 protect identified areas of HCS and HCV? Can conservation areas be 
 formally and adequately protected in the long term? 
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HoW Do We MAke  
DeCISIonS ABout HfCL? 
  
Meeting various stakeholder objectives in HFCLs is 
invariably complex and demanding. Each approach 
requires thorough research and a review of relevant 
data combined with stakeholder consultation. The 
Working Group is currently considering the following 
questions towards developing an adapted approach 
for addressing deforestation in HFCLs: 
 
• How might HFCLs be included within an adapted  
 HCS Forest Patch Analysis Decision Tree? What   
 would be the minimum patch size – a 10, 20, 50 
 or 100-hectare core area? What allowances for 
 give-and-take/swapping of patches – a ratio of  
 1:1 within the Young Regenerating Forest class?  
 What are the minimum requirements for community  
 use – 1 hectare? What are permissible forest 
 uses, and what other environmental or social 
 safeguards exist (e.g. maintaining overall carbon 
 neutrality)? 
• To what extent should an adapted HCS Approach  
 provide global versus country and landscape 
 development areas/lease level guidance? Are  
 national level HCS Approach guidelines necessary,  
 and what is the value in maintaining a case-by-case  
 approach? 

• Could a tiered and structured approach towards 
 information collection and stakeholder review 
 provide the necessary framework for decision 
 making? Such an approach could include a first 
 phase of ‘due diligence’, whereby a company  
 initially reviews the critical questions to identify  
 a HFCL (see questions above). This could be  
 followed by further detailed field assessment and  
 ‘draft land use planning’ that explores options  
 and scenarios, and a final phase of ‘management 
 and monitoring planning and formal agreement’. 
 Each stage could be submitted for review to  
 local community, company and government  
 stakeholders, as well as HCS Quality Assurance.  
 Such an approach could be inclusive, transparent  
 and robust, considering the landscape level  
 impacts and stakeholders. 
• What are the environmental and social baselines 
 and appropriate spatial and temporal scales  
 to ensure that forest clearance for plantation  
 development in HFCLs brings positive  
 socioeconomic outcomes without serious  
 negative climatic or conservation impacts? 
 
The Working Group will continue to research and 
engage with relevant stakeholders to answer these 
questions and we encourage any input.  
Please contact info@highcarbonstock.org.

2222

Village water source at Papua New Guinea case study  
site, 2016.
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