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1. introduction

1.1 Background

The REDD+ Partnership was launched in the Oslo Climate and Forest Conference May 27, 2010. In total, approximately USD 4 billion was dedicated towards fast-start funding to support developing countries in their efforts to reduce emissions from forest loss during 2010-2012. In the UNFCCC Conference of Parties (COP-15) in Copenhagen, USD 3.5 billion was pledged for REDD+. The REDD+ Partnership is intended to allow developing and developed country partners to implement REDD+ without delay, building on the existing political momentum on enhancing the role of the world´s forests in climate change mitigation and adaptation. The Partners aim to improve “the efficiency, effectiveness, transparency and coordination of REDD+ initiatives and related financial instruments, to facilitate among other things knowledge transfer, capacity enhancement, mitigation actions and technology development and transfer”
.

The Partnership approved its Work Program in Bonn, August 6, 2010 which is composed of two phases: (i) Immediate actions; and (2) Medium-term actions (2011-2012). Component 2 of the Work Program calls for initiating efforts to identify and analyze gaps and overlaps in financing and take steps to address them. This study has been prepared to assist the REDD+ Partnership in the implementation of the first phase of this Component of the Work Program. 

1.2 Objectives

The objectives of the assignment are to produce

· a preliminary identification and analysis of REDD+ financing gaps and overlaps. This identification and analysis will cover the full scope of REDD+, including financing for, and actions directed towards, building capacity and facilitating enabling institutions in developing countries to better channel finance and technology for REDD+ actions; and

· an initial set of recommendations on ways to address REDD+ financing gaps and overlaps to be considered by the Ministerial Meeting in Nagoya, October 26, 2010

The terms of reference of the study is given in Annex 1.1 which also includes a tentative list of questions to be answered in the study.

1.3 Approach and Methodology 

Figure ‎1.1 illustrates the overall approach of the study which has two main lines of investigation: (i) financing needs and (ii) financing sources. Figure ‎1.2 illustrates how the information on the needs and sources of financing evolve into financial agreements between parties. 

Figure 1.1
Study Approach
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Figure 1.2 
Interaction of Needs and Sources in REDD+ Financing
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Sources of information 

The study is mostly based on the available information including, among others:

· REDD+ Financing and Activities Survey prepared by the Intergovernmental Taskforce, for the Oslo Climate and Forest Conference, May 27, 2010

· the Voluntary REDD+ Database (VRD) which is being developed by FAO
 
· FCPF REDD+ Project Plans (R-PPs) and their supporting documents which are currently available on 15 countries

· UN-REDD Joint Program Documents (JPD) and their supporting documents which are currently available on eight UN-REDD partner countries

· Various abatement cost studies and financial needs assessments for REDD+ 

· The design document of the Forest Investment Program and the mapping study on financing needs and sources;

· Background documents produced for the Informal Working Group on Interim Finance for REDD+ (IWG-IFR) 

· Relevant other documents on REDD+ financing produced by CIFOR, WRI, CI, TNC and others

· Surveys of forest carbon markets and the CDM website

· Other sources such as websites of the Amazon Fund, the Congo Basin Partnership Fund, bilateral and multilateral agencies and their climate and REDD initiatives

In addition, a quick survey was attempted among donors to clarify their current fast-start commitments. In order to complement the available documented information, consultations were also carried out with bilateral and multilateral funding sources as well as some recipient countries on which the available information on needs of financing was not adequate. 

Scope of REDD+ and financing needs

The study covers all the three phases of REDD+, i.e. (i) planning (development of national strategies, action plans, policies and measures), organization and initial capacity building
, (ii) implementation of policies, measures and action plans (REDD+ national strategy imple​mentation) which may involve further capacity building, technology transfer and results-based demonstration activities, and (iii) implementation of results-based actions through e.g. payment schemes for verified emissions reductions and removals Box 1.1
The three phases are not necessarily consequential as activities can be implemented in parallel and each country will determine its own course of actions. For instance, capacity building and demonstration activities can be part of both the first and second phase. In assessing the needs for and sources of financing, the focus will be in the fast-start phase and the other phases are covered to the extent available information allows. The financing needs are analized as identified by developing countries participating in REDD+.

Box 1.1
REDD+ Phases

1. Planning, organization and initial capacity building

-
organization of the REDD+ process

-
consultations

-
development of national REDD+ strategies

-
action plans

-
design of policies and measures

-
elaboration of reference scenario

-
design and testing of monitoring system

-
stakeholder engagement

-
management arrangements of the REDD+ process

-
initial training (REDD+ Readiness)

2. Implementation of policies and measures, strategies and action plans (REDD+ national strategy implementation – Phase I.


3. Implementation of results-based actions through payment schemes (REDD+ national strategy implementation – Phase II

It needs to be recognized that REDD+ financing can be divided into three categories: (i) financing of specific REDD+ activities as listed in Box 1; (ii) cross-cutting activities in the forestry sector in which REDD+ can form a significant part, and (iii) cross-cutting activities in other sectors which are targeted at reducing pressure on conversion of forest land and utilization of forest resources (Figure ‎1.3). Emissions reduction is not necessarily a primary objective in such activities even though they can contribute to REDD+ objectives. Both mitigation and adaptation can be simultaneously targeted in the interventions of the last two groups. For the analysis of financing gaps and overlaps, this can represent a problem as data is not always adequately classified.

Figure 1.3 
Specific and Cross-cutting Costs of REDD+
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Pagiola & Bosquet (2009) have provided a framework for assessing costs of REDD+ which is also useful for estimating needs for financing. They separate three cost categories: (a) design and implementation of the REDD+ programme, (b) opportunity costs relecting the foregone benefits of alternative land use for REDD+ programme, and (c) transaction costs which are associated with the performance-based payment schemes. This study focuses on categories (a) and (b). The transaction costs are likely to be limited (e.g. Grieg-Gran 2008) and they are therefore not considered here.

Short-term Financing Needs

The main comparable sources of information on short-term country financing needs are FCPF REDD+ Project Plans (R-PPs) and UN-REDD Joint Programme Documents (JPDs). A consolidated database in the form of country-level excel worksheets was prepared on the available details on budgeted requirements by component and subcomponent. The component breakdown followed the FCPF categories (the first four components in Box 2) but additional categories were included to incorporate some activities which could not be directly linked to those of the FCPF budgets.

Box 2
Cost Categories Applied in the Short-term Needs Assessment

1. 
Organization, consultation and management of the REDD+ process 

2. 
REDD+ Strategy

3. 
Reference scenario 

4. 
Monitoring system 

5. 
Other capacity building 

6. 
Demonstration activities

7. 
Indirect and other costs 

The budget estimates of the UN-REDD Pilot countries were reclassified within the above groups.
 This is not fully compatible with the R-PP budget template but the UN-REDD figures were related to those of FCPF. 

It is recognized that the information refers to the REDD+ first start phase only and is therefore limited. However, it allows the first quantitative cross-country analysis of the situation and is helpful for making recommendations for further action.

In addition to cross-country comparisons, an attempt was made to assess possible over or underestimation of financing needs by comparing the country estimates of some REDD+ components (mainly monitoring costs) with data from other sources.

Long-term Financing Needs

Data on financing needs beyond readiness is scattered, and less consistent which is partly due to lack of commonly agreed guidance on how they should be estimated by countries. Countries were requested to provide their own estimates beyond readiness for the REDD+ Financing and Activities Survey (May 27, 2010) but the information was not analyzed in the report. The review of the submitted data carried out in this study revealed major inconsistencies in the approach of estimating these broader financing needs which limits their use (see Annex 2.1). 

Several studies have been carried out on estimating REDD+ opportunity costs, most focusing on deforestation. They were reviewed for the purposes of this study.

Funding sources and supply of financing

The following funding sources will be covered in the study: (i) bilateral donor agencies, (ii) multilateral and regional financing institutions and initiatives, (iii) domestic public funding, (iv) civil society organizations, (v) the private sector, and (vi) others. In the assessment of multilateral and regional financing initiatives it needs to be clarified what are their funding sources, i.e. mainly bilateral donor agencies. Civil society organizations receive funding from donor agencies and national government bodies as well but they also raise financing from philanthropic foundations, private individuals and other sources. A comprehensive picture of the financing flows was attempted to avoid double counting of financing flows. 

Compilation of the available data on sources of REDD+ financing proved to be a complex and challenging exercise due to several reasons. Individual data usually refers to varying periods (in this case mostly for 2008-2012). The assessment of the relevance to REDD+ in main individual cases is not easy due to lack of information. 

The information also changes over time; in this case often rapidly as REDD+ is a political priority for many financing sources. 

The data is not always consistent between donors, multilateral and regional agencies and recipient countries, i.e. multilateral agencies can report different figures on their sources from those submitted by donor agencies. Discrepancies can be due to different dates, currency exchange rates and other reasons. Another issue is double counting when the same funds appear twice as flows from bilateral agencies to multilateral and regional agencies, NGOs and other intermediaries, and further from them to recipient countries or their beneficiaries. The web of financing flows to forests is complex and difficult to track (Simula 2008). 

The supply chain of financing is also difficult to track because of the time factor: pledges take time to convert into commitments and further into agreements between parties (Figure ‎1.4). Furthermore, what has been pledged or committed may not be readily available for administrative reasons. If intermediaries are involved, they add another layer into the supply chain involving their own procedures. Another area of delays can be due to the recipient country administrative procedures. Transaction costs can be significant if several intermediaries are involved as many programme evaluations have shown. 

The feedback loop from monitoring and evaluation of activities and impacts will be particularly important for REDD+ financing due to the expected size of funding flows which are increasingly linked with the delivery of performance.

Figure 1.4
Supply Chain of Public Sector Funding to REDD+
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Gap and Overlap Analysis

Figure ‎1.5 provides a conceptual framework for identifying gaps between financing needs and sources. Gaps can be assessed on three levels related to the three phases of REDD+ process. In this study gaps (and overlaps) were assessed systematically for Phase I (Readiness) based on the available information on budgeted needs in countries participating in FCPF and UN-REDD programmes. Gaps at the level of Phase 2 and 3 could only be assessed on a very general level based on the various independent estimates on needs and, in the case of Phase 2, the review of available funding for activities related to implementation of REDD+ policies and measures.

Issues Related to Integration with Other Planning Frameworks and Participation

The Terms-of-Reference of the study called for investigation of these aspects as well. An analysis was made on to what extent the planning documents (R-PPs and JPDs) referred to various macro-level and sectoral planning frameworks including sustainable development plans, poverty reduction strategies, low-carbon development plans, land reforms and land use development plans, plans to combat land degradation and desertification, national forest programmes (NFPs) and other targeted forest programmes, environmental and biodiversity plans, energy plans, governance programmes, agriculture plans and programmes to develop payment schemes for environmental services.

For the assessment of scope of participation in REDD+ planning the R-PPs and JPDs were analyzed in terms who had developed them and who had participated in the preparatory process. The following stakeholder groups were included in the analysis: (i) various ministries and government agencies (planning, finance, environment, natural resources, forestry and others), the private sector, universities and research institutes, the civil society organizations (national and international), indigenous peoples, forest communities and landowners, and bilateral donors and their project staff. 

It is recognized that the assessment can be only tentative at this stage due to the fact that the documentation used has been developed at differing degrees of detail between countries. A better understanding on these issues could be obtained through the examination of national REDD+ strategies which exist only for a few countries for the time being. They will be examined for the final report of the study.
Figure 1.5
Elements of Gap Analysis
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2. ASSESSMENT OF FINANCING NEEDS FOR REDD+
2.1 Short-term Financing Needs: Readiness and Implementation of the National REDD+ Strategy

The FCPF R-PPs and UN-REDD JPDs provide an initial basis to assess needs for REDD+ financing for readiness. The former exist for 15 countries and the latter for eight countries. It is the first time that comparative information on financing needs is available on such a large number of developing countries. The two programmes overlap in three countries (DRC, Indonesia and Tanzania)
. Due to the larger budgets the analysis will be mainly based on the FCPF estimates which also include UN-REDD inputs even though this does not appear to be fully consistent.

Financing Requirements in FCPF R-PPs

The FCPF budgets (Annex 2) have been compiled using four main components (1) Plan and Organize, (2) elaboration of the national REDD+ Strategy, (3) establishment of the reference level, and (4) monitoring system. In some countries there are some additional elements related to capacity building and demonstration. The budget data by component and country is given in Annex 2.2
.

The FCPF detailed budget data by component was available on 14 countries.
 The total needs of these countries were USD 190 million usually covering a period of two to three years. The analysis reveals that there is extensive variation between countries of budget breakdowns by component (Figure ‎2.1). The average country needs were USD 13.6 million ranging from a minimum of USD 4.1 million (Costa Rica) to a maximum of USD 39.6 million (Mexico) (Table ‎2.1 and Annex 2.2). The financing requirements exceed USD 15 million also in DRC, Suriname and Indonesia. The typical range appears to be from USD 5 to 10 million per country. 
Figure 2.1
FCPF
 budgets by Component and Country
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Table ‎2.1
FCPF Budgets
	Component (USD 1,000)
	%
	Mean
	Min
	Max

	1. Organize and Consult
	21
	2,876
	536
	10,157

	2. REDD+ strategy
	28
	3,772
	641
	7,644

	3. Reference level
	16
	2125
	323
	6,153

	4. Monitoring system
	32
	4411
	248
	30,234

	5. Indirect and other costs 
	3
	723
	60
	3470

	Total
	100
	13,597
	4,070
	39,589


The budgeted needs for component 1 Plan and organize vary extensively between countries from USD 0.5 to 10.1 million (Mexico and Suriname, respectively).
 As a whole the calculated average share of this component in the total costs is 21% but in some cases they absorb about a third (Ghana, Nepal and Peru). High amounts for the management of the REDD+ process are reported in Peru (USD 3.9 mill.) and DRC (USD 5.6 mill.) but more than USD 2 million is also needed in Kenya, the Republic of Congo, Argentina, Ghana, Nepal and Tanzania. The needs in Costa Rica and Indonesia are less (USD 0.9 and 0.7 million, respectively). The low needs in Mexico, Costa Rica and Indonesia are probably explained by significant efforts made by these countries before the R-PP needs were identified. The costs also depend on the extent of the consultation activities which belong to this budget category. Some of the other estimates appear to be on the high side and can raise the issue of efficiency in resource use.

The second largest component of the readiness phase financing needs is the elaboration of the National REDD+ strategy which accounts for about 28% of the total costs on average. The country costs vary from USD 0.6 million (Madagascar) to about USD 7.5 million (Mexico and the Republic of Congo). More than USD 5 million is also required in the DRC, Kenya and Suriname. In the other countries the financing needs are in the range of USD 1 to 4 million. 

Closely associated with these two components is the elaboration of the reference level which on average takes about 16% of the total costs. The country-level needs vary from USD 0.3 million (the Republic of Congo) to USD 6.2 million (Indonesia) but also in Guyana and Suriname the estimated needs are high (USD 5.6 million and USD 3.7 million, respectively). In the other countries the costs of reference level elaboration require an investment of USD 0.7 to 2.6 million.

The wide variation of the component-wise budget estimates in these two components (REDD+ strategy and reference level) can be partly explained by the work which was already carried out before the FCPF requirements were estimated. It is also apparent the size of the country has an impact. In addition, there appears to be some inconsistencies in how the various activities were classified. For instance, part of the cost of reference level elaboration in some cases, have been reported under the elaboration of the national REDD+ strategy. Nevertheless, some of the differences cannot be explained without a more detailed examination of the budgets and consultations with the countries.

The largest single component is usually the costs of the monitoring system for which an average of USD 4.4 million is needed. This is however influenced by the very large investment to be made in Mexico (USD 30.2 million) while elsewhere the estimated needs are generally in the range of USD 1 to 2.5 million. In the DRC the estimated needs are USD 8.8 million and in Indonesia USD 6.5 million which are probably influenced by the large size of the country as in the case of Mexico. The lowest needs are identified in Costa Rica and Ghana (USD 0.2 and 0.6 million, respectively). The monitoring costs are discussed in more detail in another subsection of this chapter below.

Financing Requirements in the UN-REDD JPDs

The UN-REDD detailed budget data by component was available on eight countries. The total needs of these countries were USD 31.5 million usually covering a period of one to three years (Annex 2.3). The analysis reveals that there is extensive variation between countries in terms of budget breakdowns by component. The average country support need is USD 3.9 million ranging from USD 1.8 million (DRC
) to USD 5.2 million (Panama) (Table ‎2.2).

One third of the total needs for UN-REDD financing comes from the three countries which are also supported by FCPF (DRC, Indonesia and Tanzania). 

The largest single item in the UN-REDD budgets is support needs to Component 2 preparation of the national REDD+ strategy accounting for more than a third of the total (Figure ‎2.2). The next largest component is monitoring system which together with organization, consultation and management of the REDD+ process absorb 18%, each.

Table ‎2.2
UN-REDD Budget Requirements by Components
	USD 1,000
	Total %
	Min
	Max
	Mean

	1.
Org., consult. & Management
	18
	680
	1,410
	1,148

	2.
Prep. REDD+ Strategy
	35
	315
	2,273
	1,380

	3.
Develop. of Ref. Sce
	11
	300
	780
	474

	4.
Monitoring system
	18
	120
	1,914
	825

	5.
Other capacity building
	11
	180
	1,650
	595

	6.
Demonst. Activity
	3
	1,100
	1,100
	1,100

	7.
Indirect costs
	3
	123
	369
	253

	Total
	100
	1,883
	5,165
	3,944


Monitoring Costs

A national monitoring system is a basic requirement for participation in the REDD+ process. It requires both investment and recurrent costs as it needs to provide periodic reliable reporting. Forest resource monitoring systems have been operated for decades in developed countries but much less so in developing countries. REDD+ participation means that a set of specific requirements for establishing a national forest carbon monitoring system has to be met. The criteria have not yet been agreed upon but it is clear that a monitoring system has to be based on systematic and repeated measurements of all relevant forest‐related carbon stock changes. Robust and cost‐effective methodologies for such measurements exist.
 The development of a national monitoring system for REDD is an iterative step-wise process and the costs are here assessed at the three level.

Figure 2.2
UN-REDD 
Budget by Component and Country
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The Intergovernmental Panel on Climate Change (IPCC 2006) has provided guidelines to assist countries in developing carbon assessment methodologies. These guidelines are organized into three “Tiers”, each providing successively increased accuracy for monitoring and verifying carbon stocks and emissions. The Tier 1 approach is based on simple nation​wide estimates of forest cover and generic forest carbon density values (e.g., tons of carbon per hectare). Tiers 2 and 3 provide increased detail on carbon stocks and emissions at sub-national and national levels using a combination of plot inventory, satellite mapping and carbon modeling approaches. To achieve Tier III levels of accuracy, both aboveground and belowground live and dead carbon stocks must be estimated and modeled. The difference between the two levels is in the accuracy and precision of results and thereby also a possibility to prepare reliable sub-national estimates of changes in carbon pools and emissions which are likely to be useful in many developing countries.

As many developing countries have passed or will have to pass through these stages in developing their REDD+ monitoring systems we use it in the following as a basis of estimating respective costs and thereby financing needs. For Tier 2 level the National Forest Monitoring and Assessment (NFMA) approach of FAO (2008) has been taken as the basis. Expanded stratification of forest cover can increase the accuracy and precision of measuring carbon stocks in a cost effective manner when moving from Tier 2 to Tier 3.

Most of the existing cost estimates are either generic or based on research or estimation in selected countries (cf. UNFCCC 2009). The problem of applying general approaches is that the actual costs are country-specific depending on (i) the purpose of monitoring which defines requirements for accuracy and precision and thereby the requirements for fieldwork data collection, (ii) the existing country capacity in forest inventories, monitoring and forest management planning, (iii) need for external technical assistance which can often be the largest cost element, (iv) unit costs of professional, skilled and unskilled labor force, and (v) level of infrastructure and accessibility of forests. In addition, the costs depend on (vi) the size of the country and its forest area, and (vii) type of forest and tree resources (the extent of primary natural tropical forest, secondary natural forests, planted forests, trees outside forests, agroforestry systems, etc.) as their carbon pools vary and there are differences in sampling intensity which is influenced by the degree of homogeneity/heterogeneity of the occurring forest types.

Table ‎2.3 provides tentative estimates for costs in a reference country conditions assuming a total forest area of 15 to 30 million ha. There are significant economies of scale in monitoring costs due to the importance of the fixed costs as demonstrated by Figure ‎2.3 On the other hand, the national institutional conditions and how the work is organized can have major impact on the costs.

Table ‎2.3
Monitoring Costs Estimates of REDD+ for a Reference Country
	Level of 

monitoring
	Details
	Indicators
	Cost estimates 

	
	
	
	Establishment
	Recurrent per year

	
	- USD 1000 -

	Tier 1
	IPCC methods and default values
	Forest area change
(IPCC default values)
	100-200
	..

	Tier 2
	IPCC methods and country specific data for key factors (some level of field measurement)
	Country-level estimates of carbon stock change 
(above ground)
	400-1,000
	200-500

	Tier 3
	Country specific methods or models, national carbon stock inventories with repeated measurement of permanent sample plots (multi-purpose inventory with sub-national results)
	Comprehensive carbon stock change estimates

-
deforestation

-
degradation

-
afforestation

-
all carbon pools


	600-1,800
	300-900

	Notes: 
-
Cost estimates refer to a reference country conditions (forest area 15-40 mill. ha)

· Tier 1 based on interpretation of satellite images (Landsat)

· 
Tier 2 corresponds to the NFMA approach (FAO 2008)

-
Tier 3 assumes increased level of stratification, increased number of tracts and additional research on below ground cartoon pools and other aspects 


Source:
Based information in FAO (2008), UNFCCC (2009), Hardcastle & Baird (2008) and expert consultations

Figure 2.3
First-Year Monitoring Unit Costs with Tier 3
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Source: Calculated based on Hardcastle & Baird (2008) as reported in UNFCCC (2009)

The monitoring system costs in R-PPs (Table ‎2.1) averaged at USD 4.4 million corres​ponding an investment cost during the first three years in typical conditions, the range varying from USD 0.3 to 30.3 million. The average forest area of these countries was 31.6 mill. ha which is influenced by three large countries (Indonesia, Mexico and DRC). Without them the average R-PP costs for the monitoring system would be USD 1.6 million.
Annex 2.4 summarizes earlier cost estimates prepared by Hardcastle & Baird (2008) for the Eliasch Review covering Tier 2 and Tier 3 levels in 25 developing countries. The average total costs for both levels are about USD 1 million for the first year establishment phase and USD 240,000 to 360,000 for subsequent annual recurrent costs to operate the system. If only aboveground carbon pools are considered, the costs would be about 15% less. It must however be cautioned that there are economies of scale due to the size of the country (Figure ‎2.3). Other reasons can also cause variation in country level estimates. Therefore, any average or reference values given above should be interpreted with care. 

As a conclusion it is likely that some of the larger R-PP cost estimates for the monitoring system have an element of overestimation which would merit further investigation. However, in most other countries the budget estimates appear to be in the range of other expert assessments. Possible overestimation may be influenced by several factors such as lack of clarity about the final characteristics of the monitoring system complying with future requirements, different Tier levels adopted in the estimates, differences in the targeted accuracy and precision, and the level of current monitoring capacity in the country.

2.2 Long-term Needs

Country Estimates

The replies to the REDD+ Financing Survey (May 2010) on the long-term financing needs by developing countries are summarized in Table ‎2.4. An important element of the country estimates is demonstration projects for which USD 50 to 100 million is estimated to be needed in the DRC, Gabon and Mexico. DRC and PNG have also estimated the financing needs for performance-based payments (USD 3.0 and 3.7 billion, respectively).

In general, Table ‎2.4 shows that countries have used different approaches and methods in their estimation. Some estimates are probably largely judgmental. Without knowing the background of estimates, it is, however, impossible to make any substantive analysis of them. This remains an area for further development.

Table ‎2.4
Country Estimates of Additional Financing for REDD+
	Country
	Low carbon plan and REDD strategy
	Implementation
	Demonstration projects
	Performance
-based payments

	
	- USD million -

	Brazil
	11)
	7,500
	..
	..

	Central African Republic
	20
	20
	..
	..

	Chad
	10+10
	20
	9
	9

	Congo Dem. Republic
	12
	700
	50
	3,000

	Ecuador
	5.0
	..
	..
	..

	Gabon
	4.0
	3.5
	100
	250

	Indonesia
	-
	10.0
	5.0
	..

	Mexico
	20-30
	20-30
	50-80
	20-40

	Mozambique
	0.3
	5.0
	0.2
	3.0

	Nigeria
	7.0
	5.0
	2.0
	2.0

	Papua New Guinea
	..
	40-50
	..
	3,700

	Uganda
	65.1-123.5
	3.6-6.0
	..
	..

	1)
Annual costs


Source: REDD+ Financing Survey (May 2010)
Opportunity Costs

Opportunity costs are the key component of abatement (or mitigation) costs which include all the costs of activities needed to achieve emissions reduction. The total abatement costs therefore include related implementation costs (readiness, policies and measures, and transaction costs).
 In a well-functioning market economy opportunity cost can provide an indicator for the minimum amount to be paid to forest owners or users for not converting forest for other uses if it can be assumed that decisions are made based on economic factors. In the case of REDD+ the additionality and non-leakage criteria have to be met as well (Gregersen et al. 2010).

There are several global and regional estimates of opportunity costs of emissions reduction from deforestation. Only few estimates exist for such costs of degradation in spite of the fact that there is a general agreement that the respective emissions are significant as country-level analyses have shown (Angelsen 2008). 

The opportunity cost estimates have been used as indications of the funding needs. for the implementation of payment schemes. Meridien Institute (2009) has made a comprehensive comparison of most available estimates which differ in terms of time horizon, abatement level, and geographic coverage.
 Some estimates give annual total opportunity costs and some estimates are expressed as per ton CO2 equivalent (tCO2e). Also the assumptions made and the degree of disaggregation of the analyses vary.

Based on the various available studies, the IWG-IFR (2009) estimated that approximately USD 20 billion would be required by 2015 towards a 25 per cent reduction in deforestation and an additional USD 4 billion for reduction of emissions from forest degradation
: This was based on the analysis of opportunity costs resulting in a global average interim incentive payment of USD 5.40/tCO2. 

Opportunity costs have been calculated either through (i) a “bottom-up” or “engineering” approaches based on data on particular activities at fixed prices from selected countries (e.g. Grieg Gran 2007; McKinsey 2009) or (ii) “top-down” global simulation models (e.g. Kindermann et al. 2008). The latter have generally yielded higher estimates for the costs of large-scale REDD+ as they take into account market feedbacks from prices of commodities from alternative land uses (Lubowski 2008). The supply curve of REDD+ credits is taken as sloping upwards showing that small emissions reductions costs can be low (low abatement activities such as improved management of protected areas). 

The IWG-IFR (2009) report recognizes that the opportunity costs do not include transaction costs which may be substantial. On the other hand, private opportunity cost does not necessarily reflect the incentive required to be paid as significant increase in emission reductions from forests could be achieved by improving law enforcement. 

When considering the time scale, the short and even medium-term opportunity cost estimates of reduced deforestation are likely to overstate the opportunities immediately available. The costs of effectively implementing land reforms, land use planning and zoning and various policy and legislative reforms tend to be high and the necessary political decisions may take long as past experience has shown (cf. Pfaff et al. 2010). The same slowness may be expected in addressing some key drivers which are outside the forestry sector (agricultural subsidies, tax codes, energy pricing, etc.). These various implementation costs may be spread over longer periods of time e.g. in situations in which the country has to implement a basic land reform. However, most studies assume that institutional frameworks and capacities are readily available to immediately implement REDD+ worldwide (Lubowski 2008). The needs for financing to cover costs and the scale of implementation are therefore linked and therefore influence the timing for funding flows.

The underlying assumption of opportunity costs on absence of policy failures and market distortions is not valid in most forest situations in developing countries. As Gregersen et al. (2010) have pointed out, several factors limit the use of the opportunity cost approach in the forest sector (subsistence production in shifting cultivation, the importance of the informal sector in market transactions, illegal logging and land conversion, perverse incentives for forest conversion, etc.) but these can be addressed in country-level analyses. The abatement cost curve approach (e.g. McKinsey 2009) which underlies many opportunity costs estimates does not usually take into account numerous non-monetary benefits to forest communities and local population who often regard these as the main incentive for conservation and management of their forests (Singh Karky & Skutch 2009). If payments are market-based they will not be determined by opportunity costs but by the demand for and supply of forest carbon offsets. For these reasons, the opportunity costs as they have been calculated in the existing studies are likely to be underestimates. In addition, many opportunity cost analyses (e.g. McKinsey 2009) are carried out at fixed prices and therefore do not take into account the dynamic changes in market conditions, technology and accumulated knowledge. It appears that the utility of the existing studies to calculate the opportunity costs of avoided deforestation seems very limited to forecasting what would be the financial requirement to act against deforestation (Pirard 2008). Furthermore, even less analysis is available on estimating the financing needs of arresting forest degradation. 

As Pagiola and Bosquet (2009) have suggested, it is in the country’s interest to carry out specific country and sub-national level analyses which rely on data on the varying local conditions by forest types and types of threat for deforestation (alternative use). The work should also cover various co-benefits from the REDD+ perspective.
 In addition to opportunity costs, realistic estimates of implementation and transaction costs can also be prepared at this level. There is a need to provide practical guidance and training on methodologies to facilitate the work to be carried out on the preparation of long-term REDD+ costs (and benefits) to avoid pitfalls in policy decisions due to under or overestimation. Simulation models and sensitivity analysis should be applied in order to address risks and uncertainties. On a global level, the IWG-IFR (2009) estimates may guide international level policy design for the time being until realistic bottom-up estimates become available in representative situations. 

3. SOURCES OF FINANCING FOR REDD+

3.1 Overview of Financing Sources

In this chapter we first review the presence of various REDD+ financing sources in developing countries. These sources include: (i) bilateral donor agencies, (ii) multilateral and regional financing institutions and initiatives, (iii) domestic public funding, (iv) civil society organizations, and (v) the private sector. There are also others like philanthropic foundations but only very partial information was available on them.

Annex 3.1 provides an overview of the current situation showing that 63 countries participate in or receive support from various financing sources related to REDD+. The REDD+ partnership has 51 recipient country members
 out of which six do not receive any REDD+ related assistance for the time being according to the available information.
 The broadest country coverage is in GEF (40 countries), followed by bilateral programmes and FCPF (37 each) (Figure ‎3.1). The UN-REDD has 8 pilot countries but 16 partner countries. Three large US-based NGOs
 extend their REDD+ activities to 22 countries. The Clean Development Mechanism (CDM) projects are found in 18 countries. The Congo Basin Forest Fund (CBFF) has not yet formally decided the number of eligible countries but it is expected to be 10. The Forest Investment Program (FIP) has eight pilot countries. The ITTO REDDES programme has so far supported eight countries but could extend its support to all the eligible producing member countries of the Organization.

Box 3.1 illustrates in a simplified manner how the various funding sources contribute to the various phases of the REDD+ process.

Figure 3.1
REDD+ Financing by Type of Source
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Total USD 4.6 billion

Based on the available (incomplete) information, the total amount of multilateral and bilateral funding sources is estimated at USD 4.6 billion of which the latter account for 70% and the balance is channeled through multilateral and regional programmes (Table ‎3.1 and Figure ‎3.1).To this funding of USD 44 million from the three US-based NGOs needs to be added. In addition, the global forest carbon markets have generated about USD 150 million (see a separate section below for details).

Table ‎3.1
Financing of Multilateral Regional and Bilateral REDD+ Programmes

	Programmes
	Multilateral
	Bilateral
	Total
	Multilateral
	Bilateral
	Total

	 
	- USD million -
	- % -

	Australia
	18.5
	67.4
	85.9
	1.36
	2.07
	1.86

	Belgium
	10.0
	0.0
	10.0
	0.73
	0
	0.22

	Canada
	40.0
	0.0
	40.0
	2.9
	0
	0.87

	Denmark
	52.2
	17.3
	69.5
	3.83
	0.53
	1.50

	European Commission
	24.2
	0.0
	24.2
	1.77
	0
	0.52

	Finland
	42.7
	56.4
	99.1
	3.13
	1.73
	2.15

	France
	42.0
	0.0
	42.0
	3.08
	0
	0.91

	Germany
	59.2
	220.3
	279.5
	4.34
	6.77
	6.05

	Japan
	70.2
	467.8
	538.0
	5.15
	14.37
	11.65

	Netherlands
	20.0
	00
	20.0
	1.47
	0
	0.43

	Norway
	539.8
	2,326.6
	2,866.4
	39.58
	71.49
	62.06

	Sweden
	14.7
	0.2
	14.9
	1.08
	0.01
	0.32

	Spain
	33.5
	0.0
	33.5
	2.46
	0
	0.73

	Switzerland
	37.5
	24.8
	623
	2.75
	0.76
	1.35

	UK
	162.0
	29.0
	191.0
	11.88
	0.89
	4.14

	USA
	192.3
	0.0
	192.3
	14.10
	0
	4.16

	Others
	 
	 
	 
	 
	 
	 

	NGOs
	5.0
	44.8
	49.8
	0.37
	1.38
	1.08

	Total
	1,363.8
	3,254.6
	4,618.4
	100
	100
	100

	Note : 
The total multilateral funding in this table is less than the total in Annex 3.2 as only part of the GEF contributions to GEF SFM REDD+ programme are here accounted by donors. See also the footenote in Annexes 3.2 and 3.3


.Sources: Annexes 3.2 and 3.3
Box 3.1
Participation of Funding Sources in the REDD+ Phases
	Programmes
	Phase 1
	Phase 2
	Phase 3

	Bilateral programmes
	
	
	

	FCPF
	
	
	

	UN-REDD
	
	
	
	

	FIP
	
	
	

	GEF
	
	
	

	REDDES
	
	
	
	

	CBFF
	
	
	

	Amazon Fund
	
	
	

	Private sector
	
	
	

	Philanthropy
	
	
	
	


Available Financing from Multilateral and Regional Programmes

The total amount from international and regional programmes that is presently estimated to be available for REDD+ is about USD 1.5 billion which includes what has been provided since 2008 (Annex 3.2). The largest mechanism is expected to be FIP (currently with more than a half of the total or USD 542 million) followed by FCPF’s Readiness Fund (USD 210 million), GEF (the GEF- incentive mechanism USD 250 million) and the Congo Basin Forest Fund (USD 167 million) (Figure ‎3.2). The contributions to UN-REDD are presently estimated at USD 108 million. ITTO’s REDDES programme has a committed funding of only USD 4.4 million which is supposed to be doubled in 2011 (Figure ‎3.2). It is important to note that various international and regional programmes are to contribute for the time being another USD 181 million to REDD+ implementation (Annex 3.2.).

The most significant source of financing of multilateral and regional programmes is Norway accounting for 40% of the total. Significant sources are also provided by the United States (14%) and the United Kingdom (12%) while the rest is divided among 13 other donors (Table ‎3.1 and Figure ‎3.3).

The data on individual contributions to multilateral programmes and bilateral sources in Annex 3.2 indicates that there are differences between what is reported by the programmes and what is reported by donors. The main source of discrepancies is probably that the programmes tend to report on pledges and donors often report only on what is committed as agreed amounts within the national budget cycles. A minor source of difference is variation in exchange rates.

Figure 3.2
Available REDD+ Funding by Multilateral and Regional Programmes
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Total USD 1,537 million

Figure 3.3
Multilateral REDD+ Financing by Source
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Available Financing from Bilateral Programmes and Projects

The total amount from bilateral programmes and projects that is presently estimated to be available for REDD+ is about USD 3.3 billion which includes what has been provided since 2008 (Table ‎3.1). The actual figure is, however, larger as the presently available information in the REDD+ Voluntary Database does not cover all donor sources. 

Because of the Norwegian long-term commitments to the Amazon Fund, the Guyana REDD+ Investment Fund (GRIF) and to the phased implementation of REDD+ in Indonesia and Tanzania, the country’s share of the total bilateral funding is more than 70%. Japan (14%) and Germany (7%) are the other two key donor sources (Figure ‎3.4). 
Figure 3.4
Bilateral REDD+ Funding by Source
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Total USD 3.3 billion

A cursory review of the individual data suggests that, apart from the above mentioned Norwegian contributions, most other figures on bilateral funding refer to three-year periods from 2008 to 2015. Three years is the typical duration of bilateral donor projects. Based on this the estimated and known annual funding volumes of the Norwegian programmes, it can be estimated that, about USD 500 to 600 million will be available for REDD+ to developing countries through existing and planned bilateral programmes on an annual basis. 

Available Financing from NGO Sources

The available financing for REDD+ activities from the three US-based NGOs is about USD 45 million. It has not been added to the previous figures as a significant part of funding comes from bilateral sources.

Recipients of Available Financing for REDD+

The REDD+ financing through various delivery channels reaches a total of about 68 countries. (Annex 3.3) and (Figure ‎3.5). 

Multilateral and bilateral financing complement each other as 24 countries receive funding from either of these sources while another 44 are able to tap both sources. This complementarity is important to note as without it there would many country gaps in the financing flows. On the other hand, Annex 3.3 also reveals that there are 23 countries which have no access to REDD+ financing for the time being; fifteen of them are presently members of the REDD+ Partnership. These countries include six small island development states. 
Figure 3.5
Country Coverage of REDD+ Related Funding Sources
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In spite of the relatively broad geographic coverage, the REDD+ financing is relatively heavily concentrated among a few main recipient countries. Two countries (Indonesia and Brazil) receive two thirds of the total financing flows to the 68 recipients (Figure ‎3.6). About 85% of the total goes to seven countries which also include Guyana, Tanzania, Vietnam, Lao PDR and China. Another 10 countries receive from USD 20 to 40 million and another 10 from USD 10 to 20 million. In the remaining about 40 countries the support is less than USD 10 million and in seven countries less than USD 1 million (Table ‎3.2).
Annexes 3.4 and 3.5 provide additional details on the concentration of multilateral and bilateral financing flows. 

A further analysis of the geographic pattern of the REDD+ financing flows could be carried out to relate them with the potential for emissions reduction from deforestation and forest degradation as well enhancing carbon storage through various types of forest investments.

When financing flows become large in the initial years of REDD+ implementation and the funding is mainly needed for readiness and implementation of policy reforms and other measures, the question can be raised about the effectiveness of fund utilization and the absorptive capacity of countries. There are also risks for an unsustainable funding system or even negative impacts on governance (REDD net 2010). It is critical for all the development partners that the REDD+ funding is used in a proper way to ensure that mobilization of large-scale financing will not be compromised by inefficiency and ineffectiveness in fund utilization. 
Figure 3.6
Main Recipients of REDD+ Financing
Multilateral sources – Total USD 404 million
Bilateral Sources – Total USD 3,254 million
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Both Sources – Total USD 3,658 million
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Table ‎3.2
Main Recipient Countries of REDD+ Financing by Type of Source

	Recipient country
	Multilateral & regional1)
	Bilateral & NGO
	Total
	Share of multilateral & regional
	Share of bilateral & NGOs

	
	- USD million -
	- % -

	Indonesia
	113.3
	1,221.1
	1,334.4
	8
	92

	Brazil
	30.0
	1,108.6
	1,138.6
	3
	97

	Guyana
	4.0
	253.4
	257.4
	2
	98

	Tanzania*)
	11,6
	106.4
	118.0
	10
	90

	Vietnam
	8.0
	109.8
	117.8
	7
	93

	Lao PDR
	3.6
	73.4
	77.0
	5
	95

	China
	6.1
	66.5
	72.6
	8
	92

	Nepal
	3.6
	36.8
	40.4
	9
	91

	Dem, Rep, of Congo
	32.3
	7.2
	39.5
	82
	18

	Chad
	33.6
	 
	33.6
	100
	0

	Mexico
	11.3
	19.4
	30.7
	37
	63

	Bolivia
	14.5
	16.1
	30.6
	47
	53

	Ethiopia*)
	3.6
	26.6
	30.2
	12
	88

	Myanmar*)
	 
	27.0
	27.0
	0
	100

	Malaysia
	4.8
	21.0
	25.8
	19
	81

	Kenya
	8.7
	15.0
	23.7
	37
	63

	Cambodia
	2.6
	17.7
	20.3
	13
	87

	Papua New Guinea
	10.0
	9.9
	19.9
	50
	50

	Peru
	6.0
	12.4
	18.4
	33
	67

	Senegal*)
	2.9
	15.0
	17.9
	16
	84

	Ecuador
	3.1
	14.6
	17.7
	18
	82

	Gabon
	7.1
	7.6
	14.7
	48
	52

	Philippines
	 
	14.3
	14.3
	0
	100

	Paraguay*)
	13.0
	 
	13.0
	100
	0

	Burkina Faso*)
	0,9
	12.0
	12.9
	7
	93

	Mozambique*)
	 
	12,4
	12.4
	0
	100

	Cameroon
	9.1
	1,1
	10.2
	89
	11

	Other Countries
	60.7
	28.6
	89.3
	68
	32

	Total
	404.4
	3,253.9
	3,658.3
	 11
	89 

	*)   Not a member of REDD+ partnership

	1) The GEF country contributions do not include the following items (i) USD 7.6 mill, to a project for Argentina, Bolivia and Paraguay; (ii) USD 5.0 mill, to a project for Brunei, Indonesia,  Malaysia, the Philippines, Singapore and Thailand; and (iii) USD 17.8 mill, to a regional Congo Basin project, These (totaling USD 50.4 mill,) are, however, included in the GEF total,

	Source: Annex 3.___


Availability of Fast-Start Financing for REDD+
The bilateral commitments to REDD+ made in 2010 are listed in Table ‎3.3 which is partly based on the REDD+ Financing and Activities Survey in May 2010 and replies received of a rapid survey among donor countries which was launched for this study partly based on the with very a short deadline. By the writing of this draft report only six country replies with quantitative information were received. Some donors have pointed out that assessment in their case can be a complex exercise involving country offices who are responsible for actual programming and budget allocations. The commitments have been made in local currencies and therefore the USD amounts in Table ‎3.3 can be considered approximate figures.

The total amount of the commitments is about USD 4.1 billion and there has been a slight increase compared to the situation in May 2010. Fifty percent of the total is provided by Norway and the United States (25% each). Germany and Japan will provide about half a billion US dollars, the United Kingdom USD 450 million and France about USD 330 million. These six countries account for about 95% of the total commitments while the rest is shared by five other countries.

A review of the REDD+ Voluntary Database was also carried out to identify to what extent financial arrangements have been made specifically for the period 2010-2012 by various sources. The results cannot be related to the tables listed in Table ‎3.3 as the arrangements may have been agreed upon already in 2009. Nevertheless, the review indicated that there are financial arrangements for a total of USD 338 million from donor countries for this period.
 

Apart from what is indicated in Table ‎3.3 no other information is available on how much of the commitments can be considered “new and additional”. In the case of Belgium, Canada and Germany this would be the case.

Financing From Domestic Sources

Some developing countries have also reported to the VRD on their own financing to REDD+ implementation (Annex 3.7). The information is, however, still patchy and further work is needed for data collection and analysis on domestic financing for REDD+.

Carbon markets as a Source of Financing for REDD+

Forest carbon markets have developed slowly since the early 1990s although the start was very promising. The total value the global forest carbon market has been estimated at USD 149.2 million with carbon offsets of 20.8 million tCO2 generated by 226 projects (Hamilton et al. 2010)
. The area covered by these projects is estimated at 1.7 million hectares. Most of the market volume (73%) is transacted under voluntary systems and the rest in the regulated markets. Developing countries participate in both market segments through over-the-counter voluntary (OTC) deals and through afforestation and reforestation (A/R) projects under the Kyoto Protocol. 

Table ‎3.3
Bilateral Commitments to the REDD+ Fast Start Period

	Country
	Commitments USD million
	Details

	Australia 
	120.0
	Australia’s total fast-start contribution for REDD+ is AUD146 million, which includes the USD 120 million contribution announced in COP-15 in Copenhagen. 

	Belgium
	13.5
	Belgium has pledged 10 million EUR to REDD+ in 2010. This amount can be considered as new and additional to 2009.

	Canada
	40.0
	This contribution for 2010 is through the FCPF and comes entirely from new and additional funds, as part of Canada’s $400 million contribution in 2010 to fast-start financing under the Copenhagen Accord. 

	Denmark 
	16.5
	This (minimum) amount only includes multilateral contributions for 2010. Potential contributions for 2011 are not yet determined. 

	France 
	332.0
	France committed EUR 246 million for the fast-start period. This represents 20% of France‘s total fast start funding commitment. 

	Germany 
	503.0
	At least EUR 350 million REDD+ will be allocated to REDD plus. The total amount is additional.*). 

	Japan 
	500.0
	Japan pledged USD 500 million for REDD+ assistance (including bilateral/multilateral) from 2010 to 2012 at COP 15. 

	Norway 
	1,000.0
	Norway has pledged USD1 billion for REDD+ over the fast-start period. 

	Spain 
	18.9-37.8
	Fast start funding approved by Council of Ministries for REDD+ in 2010 will be between EUR 14 million and EUR 28 million.

	Sweden
	73.5
	Both through multilateral and bilateral channels

	United Kingdom 
	450.0
	The financial contribution shown for the United Kingdom is an indicative amount. It does not represent a pledge by the United Kingdom, which will only be able to formulate a final position after the new government has taken decisions. 

	United States 
	1,000.0
	The US intends to dedicate USD 1 billion for REDD+ over the fast-start period; preliminary figures for 2010 and 2011 are not yet complete, but include at least USD 536 million. 

	Total
	4,067.4 – 4,086.6
	

	Note: The countries underlined provided quantitative information for the survey. In this table the following exchange rate is used EUR 1 = USD 1,35. The original table used different exchange rates for Euro Zone countries

*)  In relation to fast-start finance, the German government defines additionality in terms of: (a) the additionality of climate-related funds compared to a basis year of 2009, and/or (b) the additionality of income derived from innovative financing instruments such as revenue from the sale of certificates within the European ETS.


Sources: Synthesis Report: REDD+ Financing and Activities Survey, prepared by an intergovernmental taskforce (2010) and donor survey responses.

Voluntary markets

The voluntary market is mainly driven by purely voluntary motivations but during the last few years pre-compliance buyers have shown an increasing interest. Most of project developers (53%) are non-profit organizations, the private sector accounts for 40%, and the rest are developed by public sector organizations. The volume transacted comes mainly from A/R projects but two thirds of the area covered is under REDD projects (Figure ‎3.7).

Figure 3.7
Voluntary Carbon Markets in 2009
Types of project (all regions)

Volume transacted
Area covered by type of project
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Source: Elaborated based on data in Hamilton et al. (2010)

The eleven REDD projects cover a total area of 1.1 million hectares but their contribution to carbon offsets is relatively low, only 3.1 million tCO2 valued at USD 41.6 million. Five of the REDD+ projects were located in Latin America and the others in Africa, Asia, North America and Oceania. 

The 183 A/R projects cover 122,390 ha generating 7.8 million tCO2 accounting for 59% of the total volume transacted. The transacted value was USD 52.2 million or about USD 10 million more than the REDD projects with a total area of about one tenth. They are smaller in size than REDD+ projects. Most of the projects used indigenous species in planting. (Hamilton et al 2010). 

Merger (2010) analyzed 118 A/R projects currently being developed or implemented providing an indication of potential supply. These projects cover a total area of 655,000 ha estimated to generate credits of 140 million tCO2 over the next 50 years (2.8 mill. tCO2 per year). Their regional breakdown is given in Figure ‎3.8 showing that all the developing regions are well represented in the potential supply chain. In fact, the potential supply for A/R projects in developing countries is huge. 

There are five projects which are implemented in concession forests to enhance carbon stocks in existing forests generating 1.1 mill. tCO2 valued at USD 10 million. There are also seven projects which combined activities in A/R, REDD and improved forest management for enhancement of carbon storage. The total value of these transactions was USD 5.5 million. These projects are located in Mexico, Ecuador, Brazil Uganda and Madagascar (Hamilton et al 2010).
 

Regionally, 38% of the voluntary forest carbon markets are transacted in North America, 23% in Latin America and 15% in Africa, followed by Asia (Hamilton et al 2010). However, the developing regions account for 98% of the total area of forest carbon projects (Figure ‎3.8). It is expected that the growth will be particularly rapid in Asia through national initiatives such as the Green Carbon Fund in China with the participation of the State Forestry Authority and China Green Foundation and the large number of projects at planning stage in Asia (Wertz-Kanounnikoff & Kongphan-apirak 2009).

Figure 3.8
A/R Projects in Operation or Under Development in Developing countries
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Source : Elaborated based on Merger (2010)

Regulatory markets

By the end of October 2010 17 A/R projects had been registered by the CDM representing about one per cent of the total credit volume of the Mechanism. However, there were 26 projects in the validation pipeline (Figure ‎3.9). Apart from two of the registered projects, all are located in 18 developing countries (Annexes 3.1 and 3.6). Most of these projects are fairly small and the largest projects are found in China and Brazil. Six projects have been financed by the BioCarbon Fund. The development of the CDM A/R market has been constrained by high transaction costs, lack of demand, and the temporary nature of forest credits

The market is, however, growing now as there were at least 26 projects in the CDM validation pipeline. It has been estimated that in 2010 up to 30 projects could come on stream (Merger 2010).

Figure 3.9
Registered and Pipeline CDM A/R Projects (October 2010)
Number of projects
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Supply and demand prospects

The slow development of the forest carbon markets has been due to a variety of reasons: (i) regulatory limitations and high transaction costs in the compliance market as demonstrated by the token number of registered projects, (ii) uncertainty about the post-2012 arrangements which has kept the pre-compliance demand fairly low, and (iii) inherent characteristics of forestry offsets (issues related to permanence, leakage, and investment risks) (Hamilton et al. 2010). Nevertheless, about 40 developing countries have already gained some experience in the development of projects for carbon offset trade but the level of transactions is still low. A significant area of forest land is already under various arrangements. The “pipelines” of both REDD+ and A/R projects (Wertz-Kanounnikoff & Kongphan-apirak 2009) suggest that a significant increase in supply can be created within a short period of time were there clarity about the future rules of carbon trade. In particular, REDD+ projects could have a major impact on the area and the amount of offsets in the short run while in A/R projects the volume of offsets will mature in longer term but financial arrangements can address this as the experience gained by the BioCarbon Fund has shown.

On the demand side, most of the private sector participation in the forest carbon markets has come from the United States, mainly because of the Chicago Climate Exchange (CCX). However, many hurdles in the international and legal frameworks as well as local capacity constraints would need to be removed before forest carbon can become a broadly accepted asset by the private sector. Few developing countries (e.g. Brazil, Chile, China, India) meet the standards needed to develop domestic market mechanisms but even they face significant challenges in terms of adjustment of the legal, institutional and governance framework (O’Sullivan et al. 2010)

The potential demand is coming from a broad range of sectors including energy and utilities, environment, transport and aviation, professional services, financial services, retailing, information technology and others as well as companies which are or will be facing carbon emission compliance. Key demand drivers have been (i) cost reductions and costing of carbon emissions in corporate accounting, (ii) corporate social responsibility, (iii) preparation for compliance markets, (iv) green marketing, and (v) managing reputational and commercial risks. Co-benefits of carbon projects have also been important for many investors (Ecosecurities 2010).

In spite of the general positive attitude towards forest carbon offsets, many potential investors have a negative or mixed attitude. This is particularly the case among European companies which are less active in this field than North Americans (Ecosecurities 2010). In addition to adequate country governance, the private sector involvement in REDD+ investments requires reduction of investment risk and raising finance. Guarantees and insurance can address some sources of risk, and securitization and bonds can help mobilize necessary upfront finance. These services have not been adequately developed for REDD+ transactions but their building up is necessary for ensuring large-scale private sector financing through performance-based payments (O’Sullivan et al. 2010).
 It is, however, clear that a CDM-type arrangement will not be the solution to deblock the potential demand which could benefit many countries that cannot otherwise have access to forest financing. This is also demonstrated by the fact that the BioCarbon Fund has been the source of financing for several CDM projects due to absence of private sector interest caused by uncertainties about the quality of their credits.

4. GAPS, OVERLAPS AND MATCHING NEEDS AND SOURCES OF REDD+ FINANCING

Gap Analysis

The short-term gap of REDD+ financing (cf. Figure 1.5) is here assessed based on the budget estimates of the FCPF which are indicative for this purpose. The results of the analysis are given in Table ‎4.1 which shows that the total estimated gap in 11 countries included is USD 100.9 million or about USD 9.2 million on average. The biggest absolute gaps are found in Indonesia (USD 15.3 mill.) and the DRC (USD 12.2 mill.) followed by the Republic of Congo (USD 7.8 mill) and Kenya (USD 6.4 mill.). The Tanzanian budget is fully funded and this almost the case also in Costa Rica where only 2% of the requirements are to come from the already identified sources. The situation in Ghana is also similar but about 7% of the total requirements still need to be found. 

Madagascar, Panama and Suriname did not include a financing plan in their R-PP and if their needs are taken into account the total funding needs would be about USD 142 million. 

As a whole, domestic sources are planned to provide 34% of the total budget requirements which is strongly influenced by the extensive government funding in Mexico (accounting 80% of the total. Elsewhere the government funding varies from nil ((DRC, Indonesia, and Peru) to up to 44% in Argentina. In the other countries the domestic contribution is less than 10%, apart from Guyana where it is 16%.

Multilateral agencies are the backbone of the readiness financing for the time being and their share varies from 30% in Tanzania to 100% in Indonesia but also in Costa Rica, DRC and the Republic of Congo their share is high or more than 80%.

Bilateral funding is only identified in three countries, i.e. Tanzania (55% of the total), Nepal (38%) and Kenya (5%). Other sources are included only in the Peruvian and Tanzanian R-PP budgets.

This analysis is based on facts which are not clear as in some cases the sources are truly identified (e.g. from FCPF, UN-REDD and bilaterals) but the other sources are only identified as possibilities of future funding. This may also refer to domestic funding sources in some cases. 

Information to establish estimates on the medium-term funding gap for REDD+ Phase 2 implementation of policy measures and action plans (national REDD+ strategy) does not exist. As explained in chapter 2 reliable estimates on the needs do not exist and tentative estimates vary extensively. On the supply side, it was estimated in chapter 3 that the current financing volume could be in the range of USD 500 to 600 million. It is a significant amount but part of it is spread relatively thinly.

Neither can the long-term financing gap be quantitatively estimated. It will decisively depend on the mechanisms to be put in place at international and national levels for performance-based payment systems. The analysis of the carbon market in chapter 3 showed that in this field there much work to be done as the current level of funding is marginal. Fortunately, an increasing number of countries in gaining experience in implementing various approaches to enhance to role of the market for raising financing for REDD+.

While the quantitative analysis is not possible, some qualitative observations can be made:
· The current funding flows are heavily concentrated on the three large forest countries in the tropics (see chapter 3). Even though the number of participating recipient countries is increasing, there are still many geographical gaps.

· Thematically, the focus is naturally presently given to the REDD+ readiness phase. There are two important challenges: (i) how to finance and implement REDD+ and the transformative investments needed as the main source targeted at this is the Forest Investment Program with very limited resources (USD 0.5 million); and (ii) how to engage the private sector effectively so that REDD+ Phase 3 can become a true reality as without its participation implementation may not be realized.

Issue of Overlap

The mix of funding sources has enabled a broad geographic coverage of REDD+ support building on earlier support programmes, particularly those to sustainable forest management and biodiversity. On the other hand, support is often thin and therefore expected outcomes cannot be significant either. Most sources work based on proposals from eligible potential beneficiaries, sometimes within country support programmes and strategies. Due to uncertainties involved the same kind of support may be simultaneously applied for from more than one source creating a risk for overlaps. It is not uncommon that the some achievements may be reported under several programmes or projects because they may have provided partial financing to the activities in question. There is probably an element of overlap particularly in countries which are receiving significant funding from several sources (See Annexes 3.1 and 3.3).
 

With regard to possible overlap between the UN-REDD and the FCPF Table ‎4.1 shows how their funding is distributed between components and it also gives the average, minimum and maximum amounts in cases funding a provided to a sub-component or a component. The FCPF budget breakdown has been used as the template according to which the sub​components of the UN-REDD budgets have been (re)classified.
Table ‎4.1
Short-term Financing Gap of REDD+
	Country
	Financing Gap

USD 1000
	Financing gap % of total budget

	Argentina
	4,166.0
	43.6

	Costa Rica
	79.9
	2.0

	DRC
	12,169.0
	55.0

	Ghana
	580.0
	7.9

	Guyana
	4,326.0
	38.5

	Indonesia
	15,264.0
	80.9

	Kenya
	6,442.5
	62.5

	Mexico
	5,622.0
	14.2

	Nepal
	1,688.5
	22.1

	Peru
	5,532.0
	38.3

	Republic of Congo
	7,807.0
	68.0

	Sub-total
	100,095.0
	..

	Madagascar
	5,377.6
	100.0

	Panama
	15,000.0
	100.0

	Suriname
	21,250.0
	100.0

	Grand total*)
	141,722.6
	78.6


*) Does not include Tanzania which had full financing of its FCPF R-PP budget
The previous analysis of needs for and sources of financing has shown that only initial steps have been taken to address overlaps and gaps. This is partly due to the fact that the needs are known on a systematic basis for the REDD+ readiness phase (Phase 1) while reliable estimates for Phases 2 and 3 are not yet generally quantified.
 
The main instrument for this purpose is the FCPF budget approach which considers all sources but is not yet successfully applied as three countries (out of the total fifteen on which R-PPs exist) have not been able to identify any sources for their readiness phase. Only minor role played by other sources than FCPF and the government shows that there is not enough integration with related financing opportunities. Furthermore, it was observed that there has also been lack of integration between UN-REDD and FCPF budgets, for the reasons of different budget components and time horizons.

National Level

The current arrangements for coordination are not adequate and do not offer an effective mechanism for matching financing needs with available sources. 

The obvious solution for this is that the arrangement at national level is built on the national REDD+ strategy. In the preparedness phase when the strategy is still under development coordination of financing of the initial support is necessary. In countries where FCPF is present, its comprehensive approach addressing all the key aspects of the readiness, provides a useful mechanism. The support of UN-REDD, bilateral and other support should be crafted in this framework which does not appear to have been the case so far. The recent proposals for closer integration of FCPF, UN-REDD and FIP are a move to the right direction. 

In countries which do not opt for a comprehensive REDD+ strategy approach, the REDD+ support could be coordinated by one of the following approaches:

· The government to assume the lead in carrying out a comprehensive needs assessment within (a) an existing mechanisms such as the national forest programme which already has many shared elements with REDD+ (monitoring of forest resources, policy reforms, governance strengthening, addressing cross-cutting issues related to forests) or a similar new approach as the REDD+ readiness adjusted to the local conditions. 

· In countries with limited knowledge and resources to lead the initial phase of the REDD+ process, UN-REDD programme to assume the lead in supporting a comprehensive needs assessment and assisting the country in mobilizing financing from all sources

In many countries, the national units being in charge of coordination of REDD+ support and activities, will also need to improve the transparency of financing flows to REDD+ and related activities so that all the development parties can work based on adequate information when planning their support. There is a lot of piecemeal information available but as imple​mentation of REDD+ related activities fall under different sectoral ministries and agencies (environment, natural resources, forestry, energy, agriculture etc.) it is often difficult to establish a comprehensive picture. There are existing national bases but further efforts may be needed to compile it periodically into reports which reveal in which areas gaps exist and how they could be filled through new funding, co-financing, or other arrangements.

International Level

There has been lack of or insufficient integration of the budgeting of international support to countries participating in the REDD+ process. Even the FCPF R-PP and UN-REDD JPD budgets have not been coordinated and as they have different breakdowns by component, integration of the budgets is difficult. Furthermore, as their dates and time-horizon are not the same, operational integration is difficult. Another issue related to this is that if the disbursements for the follow-up work cannot be swiftly made, the prepared budgets would need to be updated. As FCPF has been able to provide funding support only to R-PP preparation, this has become a serious concern. In the Meeting of the FIP Sub-Committee in June 2010 (Climate Investment Funds 2010) it was proposed to consider a Common Delivery Platform to be managed by a REDD+ country. Further. It was proposed that institutions other than the World Bank could implement the FCPF readiness grants to assist countries to make a fast start. These proposals would be moves to the right direction even though there are some barriers to be addressed such as different safeguards to be applied. 
The development of the REDD+ Voluntary Database (VRD) is another positive development as it will improve the transparency of existing and planned financial flows to developing countries. It is still in initial phases of development and the coverage of data should be expanded to make it truly useful for enhancing coordination and harnessing synergies between various sources of support. Several areas need to be developed further to make VDR to deliver its full value added to the efficiency and effectiveness of REDD+ Partnership. They include, among others, coverage and quality of data, updating and reporting.

(i)
There are four aspects related to the coverage issue; three related to sources and one related to that kind of financing should be included. 

(a) ODA. The current status shows that VDR has information on only nine bilateral donors, FCPF, UN-REDD, some UN organizations, ITTO, and the World Bank. However, it apparent that in the case of some sources the information is not complete. In addition, some key external donor sources are lacking (e.g. regional development banks, the EC as the biggest donor to forests, and a number of other donor sources). 

(b) Domestic sources. Only four countries
 have presently provided quantitative information which is on a general level and with differing coverages in terms of activities. There is need to consider (a) at what level information should be collected specifically from recipient countries to a centralized international data based for coordination purposes in view of the difficulties to compiling and updating that information using a common format. In this case efforts could perhaps be better allocated for making REDD+ related information on countries (national REDD+ strategies, budgets and investment plans available from countries, through the VDR as a portal until a more formal registry of the formal agreements, financial transfers and independent verification of action results can be provided through a structured data collection and processing approach along the lines of the Carbon Asset Registry System (CARS) database.

(c) Other sources. This is a major challenge as it is known that the CPF Finance Sourcebook
 contains about 700 possible sources of financing but it has been impossible to collect quantitative information on their financing to forests.

(d) Type of financing. There is an agreement that grant financing and budgetary financing should be reported. There is no agreement whether loan financing should also be included and this has major implications for any analysis of available funding for REDD+.
 
(ii) 
Quality of data varies in the VDR. Data ownership rests with the submitting organizations and therefore its adjustment is sensitive. In any case a quality assurance system would be required as pointed out by Holmgren (2010).

(iii) 
Updating and reporting modalities still remain to be defined. When the number of data entries (presently more than 300) increases, the development of structured reporting procedures becomes necessary. This will then have to be linked with a periodic updating cycle rather than relying on parties’ capacity to continuously keep their data up-to-date. 

In spite of the fact that the main focus on coordination and matching between funding needs and sources should be on the national level, an adequate communication mechanism should be in place at an international level as part of the VRD to inform the donor community and other external sources where the financing gaps are in terms of countries and activities.

5. QUALITATIVE ASPECTS OF REDD+ FINANCING PROCESS

Integration with Other Planning Frameworks 

The FCPF R-PPs and UN-REDD JPDs were reviewed in order to find out to which extent REDD+ processes are linked with other planning frameworks and policy processes. References covered a wide range of other initiatives (Figure 5.1). More than 80% of the 21 countries included in the analysis mentioned forest policy/legislation/NFP processes and national low emission/climate change plans.  Two thirds referred also to national/sustainable development plans. About a half of the countries identified linkage with poverty reduction strategy, national land-use plan/zoning, and national environment/biodiversity plans and programmes. The other policy/planning frameworks mentioned included were governance programmes, programmes to combat land degradation and desertification, agriculture, land reform and tenure, payment for environmental services, agriculture and energy.

It is apparent that there is a high degree of integration with climate and forest related planning frameworks and the link with macro-economic and environmental planning is also identified with national REDD+ strategies in the initial planning phase. A more detailed examination of the countries´ REDD+ strategy plan documents would reveal to which level the integration is actually achieved. 

On the other hand, the analysis reveals a low level of integration with planning frameworks which directly address key cross-sectoral issues; i.e. agriculture and energy. In addition, there was no mention on linkage with infrastructure. It is important that these lacunae be duly considered when national REDD+ strategies are formulated in order to design effective measures for addressing the key cross-sectoral drivers of deforestation.

In a few cases there was also a reference to gender and indigenous peoples programmes but these were exceptions.

As a conclusion, intersectoral linkages and integration of REDD strategies in relevant national policy and planning frameworks appear to need more attention than in the past. Lessons learned should be effectively shared as the issue is complex. Full integration can only be expected over a period of three to five years due to the fact that integration into other policy processes can effectively be carried out within their planning cycles. There is a need to periodically monitor and assess this issue in the future. 

Figure 5.1
Linkages and Integration of REDD+ Strategy with Other 
National Planning Framework
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Source: Analysis of R-PPs and JPDs
Participation

Stakeholder participation in the REDD+ processes was assessed based on the information provided in R-PPs and JPDs on who had participated in the elaboration of the planning documents and which groups had been consulted. In general, there is a broad range of groups who have participated in the process but the frequency of group participation has varied between countries (Figure 5.2 and Annex 5.1).

In about half of the countries on which information is available on participation the level was medium (6-9 groups identified) or high (10 or more groups identified). In the other countries the scope of participation has been narrower or less than 6 groups involved in the process.

The most frequent participants in the process have been forest authorities, universities and research institutes and various government bodies. In less than a half of the countries ministries of planning/financing and environment/natural resources were involved which is a cause of concern for integration of the REDD+ strategies in national macro level plans and budgets.

International NGOs have participated more frequently than their national counterparts who were mentioned only in a third of the countries. Bilateral donors and their project staff are also mentioned in about a third of the cases. Only one in seven countries reported on participation of indigenous peoples and forest communities/landowners. This low level may in some cases be explained by weak national organizations of these stakeholder groups to enable their effective participation. 

The private sector participation is reported in more than 50% of the countries but the figure includes consulting companies. This item needs further investigation to find out the participation of the other elements of the private sector.

A word of caution is needed on these tentative results which have several limitations. The source documents do not report on consultation of individual groups in a consistent manner. There are countries which have apparently organized broad-based consultation processes but their participants may not have been duly reflected in the planning documents reviewed. A proper review would require examination of the various workshop reports, minutes of the meetings held, and background studies but such an exercise is beyond the scope of this study. Nevertheless, three conclusions may be made:

· In spite of specific resources made available for consultation, stakeholder participation in the REDD+ processes appears to have different levels of coverage and intensity between countries and in particular the low level of involving indigenous peoples and forest communities and landowners is likely to be a cause of concern.

· There is a need to have proper records on stakeholder involvement in different phases of the REDD+ process to allow assessment of stakeholder participation to ensure effective implementation of policy measures and action plans. Specific guidance for this purpose may be required.

· There is a need to keep stakeholder participation and engagement under periodic review to take corrective action if needed.

Figure 5.2 
Stakeholder Participation in the Elaboration of REDD+ Project Plans and UN-REDD Join Programme Documents
Number of stakeholder groups
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6. CONCLUSIONS AND RECOMMENDATIONS

6.1 Conclusions

Financing Needs for REDD+

· The average country-level needs for financing of the REDD+ Phase 1 (readiness) are about USD 14 million ranging from USD 4.1 to 39.6 million depending on the country conditions and methods of estimation. Assuming about 60 countries to participate in REDD+, the readiness requirements could be in the range of USD 700 to 800 mill.
· Short-term bottom-up estimates on RDD+ financing needs show extensive variation between countries. Some large estimates for certain components could include an element of overestimation and can raise an issue of absorptive capacity for effective short-term deployment of funds. Examination of monitoring costs revealed that they are generally in line with other independent information. Similar assessment on the costs of other components was not possible at this stage.

· There is lack of clarity on what are the needs of financing for REDD+, partly due to the cross-cutting nature of implementation costs requiring financing to and from other sectors than forests. A related issue is that REDD+ phases can be implemented in parallel which makes classification of individual needs sometimes complex.

· Long-term needs of funding by countries are not yet satisfactorily estimated. Adequate guidance for this is not available and external expertise is therefore often used. National skills in estimating costs and benefits of REDD+ and elaboration of REDD+ strategies need strengthening.

· The existing global or national level opportunity cost estimates of REDD+ suffer from significant weaknesses due to several identified reasons. There is need for further research and development in this area which would be adequate for actual country situations.

Sources and Funding

· Based on the pledges made the currently available fast-start financing for REDD+ plus is about USD 4 billion. The currently available funding through multilateral and regional mechanisms is about USD 1.4 billion and through bilateral programmes and projects USD 3.3 billion, the latter representing about USD 600 million per year. However, information is lacking from many bilateral sources and therefore that actual figures are higher. 

· Financing is presently provided by a few large donors (particularly Norway) who are investing significant amount of funds into REDD+. Measures are being taken by several others to expand their participation and new sources are also preparing themselves for future REDD+ funding. 

· Information on different phases of the ”supply chain” of financing from pledges to disbursements is not consistent and difficult to track. This is due to administrative reasons as firm commitments can usually only be made for donor government budgets. 

· The current multilateral programmes are critical for financing of REDD+ readiness, often accounting for more than up to 80% of the total needs. Domestic financing generally plays a minor role but there are exceptions like Mexico. A few countries (Brazil, Guyana, Indonesia, Tanzania) have significant inputs from bilateral sources and are therefore also the main recipients of REDD+ funding for the time being.

· Available funding doesn’t necessarily mean that countries have a ready access to funds. For instance, FCPF has not yet disbursed their planned contributions to the implementation of R-PPs. GEF´s funding is dependent on allocations by countries.

· More balanced distribution among funding sources and recipients and more agile disbursement mechanisms would be needed to accelerate the national REDD+ processes. There is a need for continuous technical support to ensure funding flows are realized.

· Disbursement of REDD+ funding is political, complex, and slow; improved coordination, transparency and simplification of rules are necessary. There is also a need for clear longer term guarantees among recipient countries on fund availability but this is difficult – often impossible – to ensure by donor countries due to administrative reasons. 

· Lack of clarity on Post-2012 international arrangement related to REDD+ has also slowed down the flow of funds, particularly from the private sector which still plays only a marginal role in REDD+ financing. There is an urgent need to boost up private sector engagement through a variety of mechanisms and initiatives.

Gaps and Overlaps

· The total estimated financing gap in 11 countries with complete R-PP budgets on needs and sources is USD 100 million or about USD 9.2 million on average. Assuming about 60 countries to participate in REDD+ and similar funding structures, the financing gap could be in the range of 500 to 600 million. 
· The current funding flows are heavily concentrated on the three large forest countries in the tropics. There are still many geographical gaps to be addressed.

· When more countries join REDD+, significant new gaps are foreseen to emerge; there is a need for additional resource mobilization. 
· There are two important challenges to address financing gaps: (i) how to finance and implement REDD+ and the transformative investments needed; the main source targeted at this is the Forest Investment Program with very limited resources (USD 0.5 million); and (ii) how to effectively engage the private sector so that REDD+ Phase 3 can become a true reality as without their participation large-scale implementation may not be realized.

· In general, overlaps on a country level do not appear significant as yet but the risk is increasing if more funds become available and the flows continue to be concentrated on the main existing recipient countries.

· There is probably a degree of overlap in the scope of multilateral initiatives; their added value and competitive advantages/niches need further clarification for REDD+ financing and planning of funding sources at national level. Duplication can only be avoided through effective coordination.

· The relationship between multilateral and bilateral initiatives is not always clear and need more clarity; existing bilateral initiatives can be better integrated into REDD+. However, formal matching mechanisms are largely missing.

· The proliferation of REDD+ sources is an advantage for allowing flexibility but it is also a challenge for coordination of funding flows to duly address gaps and avoid overlaps.

· The current competition for REDD+ funds from a large number of various types of service providers should be critically reviewed to avoid overlapping activities.

Integration and Scope

· Mainstreaming of REDD+ in sustainable development planning, low carbon strategies and government budgeting is still at initial stages limited to a few countries. Intersectoral linkages and integration of REDD strategies in relevant national policy and planning frameworks appear to need more attention than in the past. Lessons learned should be effectively shared as the issue is complex. There is a need to periodically monitor and assess this issue in the future.

· Readiness plans do not appear to be duly covering all the necessary areas such as cross-sectoral aspects, establishment of REDD+ asset class, and development of ”supply chain” and market for REDD+ performance payments (incl. safeguards, risk mitigation tools, verification and accreditation standards, etc.).

· Increasing focus on demonstration projects in funding may divert attention from a coherent holistic REDD+ strategy and implementation. Countries are encouraged to develop coherent strategies for REDD+ to complement field level implementation to ensure effectiveness.

Participation

· Local ownership is the key for success but REDD+ is often perceived largely as a top-down process.
· In spite of specific resources made available for consultation, stakeholder participation in the REDD+ processes appear to have different levels of coverage and intensity between countries and in particular the low level of involving indigenous peoples and forest communities and landowners is likely to be a cause of concern. The domestic private sector should also be fully engaged.
· The private sector should be engaged from the beginning and there is still lack of clarity about their participation in REDD+. 
· NGOs can play valuable multiple roles but their actions should also be in coordination and coherence with REDD+ strategy implementation. 
· There is a need to keep stakeholder participation and engagement under periodic review to take corrective action if needed. This requires proper records on stakeholder involvement in different phases of the REDD+ process to allow assessment of the scope and intensity of participation to ensure effective implementation of policy measures and action plans. Specific guidance for this may be required.
Information 

· The Voluntary REDD+ Database under development represents a major step towards enhanced transparency and coordination of REDD+ financing. The initial focus has been on the financing sources side and a major effort is needed to complement the data on partner country needs and how they are being met from various sources.

· Information on existing and future funding flows is inadequate and often inconsistent, partly due the procedural constraints. Integrated nature of projects makes it difficult to classify there inputs for REDD+ and its component. 

· Assessment of the quality of data on needs requires further effort; there are clear indications that the quality varies between countries. There is a need to include a quality assurance system in the development of the VRD.

· Inadequate sharing of experience and solutions at national/international levels appears a constraint for practicioners.

6.2 Recommendations

Short-term

· The REDD+ Partnership should develop a clear vision about what should be achieved by partners and by when.

· Cooperative action should be taken to achieve an increased level of harmonization between international REDD+ initiatives and sources of financing through commonality in the principles and criteria; streamlined procedures, requirements and budgeting

· FCPF, UN-REDD and FIP should develop a common country level implementation platform which should be open for other participants. This would facilitate country efforts and addressing the existing financing gaps as well as help avoid overlaps in programming and financing. 

· FCPF should find appropriate mechanisms for accelerating fund disbursement by engaging other development partners.
· Various delivery mechanisms and initiatives should clarify and effectively communicate on their competitive advantages. Diversification of support channels could help exploit competitive advantages and fill thematic gaps (e.g. REDDES programme). 

· Guidance for estimating short-term needs and clarity about methodology for estimating long-term needs and the respective training materials/tools should be developed and initial training provided.

· Use of a common REDD+ strategy and budget (a single national document) as a framework for all participants should be encouraged. 
· Coordination should be strengthened at all levels drawing both on formal and voluntary mechanisms. The focus should be in REDD+ country level coordination which should be respected by partners. The lead donor approach could be drawn on if there is inadequate country coordination capacity.
Long-term

· Large-scale REDD+ financing should be prepared in a systematic manner. Support to on-the-ground REDD preparatory work (land-use planning, tenure clarification, local level, consultation, etc.) should be scaled up and direct payment mechanisms for distribution of carbon revenue should be explored, piloted and their implementation started. 

· Fragmentation of support from many small sources should be avoided, few donors with substantial, transparent and predictable inputs would facilitate country-level coordination and efficiency

· Partnerships between the public sector, the private sector, multilateral and bilateral agencies, and NGOs should be developed; concrete action is still limited.

· Countries should take action towards revision of OECD DAC Markers to reflect information needs for monitoring ODA flows to REDD+, SFM, biodiversity and related activities.

· Monitoring of financial flows to REDD+ should be extended to cover all the sources, including private sector, NGOs and others.

· Mechanisms should be developed for matching needs and sources and addressing gaps if it appears that less informal coordination is not sufficient.
· Through international organizations, establishment of an effective knowledge management mechanism should be put in place; this can include promotion of regional initiatives for improved strategies, standards, information sharing, and financing cooperation
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2. Cross-cutting activities with SFM�	-	governance improvement
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1. Specific REDD+ activities�	-	REDD+ strategy�	-	MRV�	-	specific REDD+ capacity building�	-	carbon payments








� 	REDD+ Partnership document


� 	The uploaded on the VDR by 15 October 2010 was included in the study.


� 	This phase is often referred to as REDD+ Readiness which, however, may include also activities in category (ii).


�  	The UN-REDD cost components are a) planning and coordination, b) capacity building, and c) technical dimensions which are further divided into subcomponents..





� 	Estimation of financing needs for REDD+ have proved to be an evolving process. Annex 2.4 and 2.5 show how various estimates have evolved overtime.


� 	Panama had only a total budget figure.


� 	The Surinamese estimate contains probably a calculation error and will be rechecked.


� 	Complementary funding to FCPF and other sources.


� 	UNFCCC workshop in REDD monitoring methods: report and presentations �	(http://unfccc.int/methods_and_science/lulucf/items/4289.php ) 


� 	See e.g. the India case study in UNFCCC(2009) section V.


� 	Stern (2008) concluded that the opportunity costs of forest protection could be responsible for 70% of emissions from land use change.


� 	Annex 2. REDD Finance Options in Meridien Institute (2009).


� 	Original estimates in euro, the exchange used here is EUR 1  = USD 1.35


� 	Maintenance or enhancement of many of the REDD+ co-benefits are often preconditions for achieving the REDD+ objectives, not only as “co-benefits”. 


� Including Mexico which an OECD member and Belize which joined in October 2010. 


�	Dominica, the Dominican Republic, Fiji Islands, Pakistan, the Republic of South Africa and Togo do not receive any REDD+ related funding.


� 	Conservation International, The Nature Conservancy and Wildlife Conservation Society


� 	The largest component in this group is Norway’s support programme to civil society organizations. 


� 	This can be deducted from the data in the VRD and the organization websites.


� 	Countries were Australia, Finland, France, Germany, Japan, Norway, Spain, Switzerland and the United States.


� 	There is an element of double counting in these estimates (Ecosecurities 2010).


� 	There is also one project in the USA.


� 	There are obviously many other issues to be addressed in relation to private sector as a source of funding for REDD+ which cannot, however, be discussed here.


� 	Detailed examination of the FCPF and UN-REDD budgets is still on-going to identify areas where possible overlaps may exist between these two sources addressing the readiness needs and the results will be reported in the final report of the study.


�  	Existing national REDD+ strategies have not yet been analyzed in this draft report. The results (based on DRC, Indonesia, Guyana) will be included in the final report.


� 	Cameroon, Honduras, Nigeria, and Papua New Guinea (see Annex XX)


� 	http://www.fao.org/forestry/cpf/sourcebook/en/


� 	See further discussion on this issue in Simula (2008).
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