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Forest Finance: 
A simple national forest financing strategy for SFM 
Linked to a “National Forest Program/Forest Strategy ” that sets the 

priority in forest-based development 
 
 (1) Define main areas of work and funding needs 

(2) Map relevant sources of financing 

(3) Design approaches to harness them in a 
synergetic and complementary fashion 



An Architecture for the National Forest Financing Strategy 

Public international 
Funding (MEA, ODA) 

Private international 
Funding (FDI) 

Public domestic 
Financing («Budget») 

Private domestic 
Financing 

Blended funding 

NATIONAL FOREST FINANCIAL FRAMEWORK (SFRA) 

Capacity building. 
Innovation transfer, MRV 
Research/Development 

Microfinance 
Private investments 

Forest users (producers, managers, other interested parties): 

Timber Biomasse NTFP Services Conservation 

Processors 
Service Providers 

Grants, 
Results 
Based 
payments 

Concessional credits, 
guarantees, grants 

Innovative  
credit lines 

Concessional credits, 
subsidies, guarantees 

Technical 
Assistance Innovative  

credit lines 

Training, 
Support, 
Services 

Innovative  
credit lines 



Guidelines SFM 

Principle 7: 

 

Investment in natural forest management and 

economic instruments (pages 62-64) 

 

Investissement dans la gestion des forêts naturelles et instruments 

économiques 

SFM only succeeds if it is properly financed. 

Capturing the full value of forests, including 

environmental services, and ensuring the equitable 

distribution of costs and benefits, are essential for 

SFM 



 Generating income +  public budget  

 Institutional funding for forestry from different sources: 

How to generate new types of targeted public funding: 
 National Forest Fund (besides REDD+?) / Fonds national forêt… 
 Carbon tax? 

 
 See guidelines and suggested actions in ITTO SFM Guidelines: 
      builds to large extent on actions that can be covered by  
      domestic funding 

Public domestic 
Financing («Budget») 

Private domestic 
Financing 



Principle 7: Investment in natural forest management  

and economic instruments  

Guidelines (1-5) 

 

7.1  Enable a favourable environment for investment in natural tropical  

       forest management   

7.2  Provide guidelines for optimum efficiency in timber harvesting to  

       reduce log waste   

7.3  Monitor the distribution of the costs and benefits of forest management 

       among stakeholders   

7.4  Encourage economic instruments to support natural tropical forest  

       management   

7.5   Provide preferential access to markets for products from sustainably  

        managed tropical forests   



7.1  Enable a favourable environment for investment in natural tropical  forest management 
  



7.2  Provide guidelines for optimum efficiency in timber 
harvesting to reduce log waste  



7.3  Monitor the distribution of the costs and benefits of 
forest management among stakeholders   



7.4  Encourage economic instruments to support natural tropical 
forest  management   



7.5   Provide preferential access to markets for products from 
sustainably managed tropical forests   



International financing SFM – three types of sources 

Full-value investment 

International and country-based 

funding .Main financing secured 

by market regulation and global 

externality payments. Results-

based payments. New transfer 

payment schemes, voluntary 

carbon market. “Green 

Economy”? 

Long-term, «sustainable» 

 

POLICY COOPERATION 

Develop negotiation strategy for 
PES-schemes (market, fund 
based) and forest products and 
service trade 

 
LEVEL OF FUNDING 
Significant – to be secured from 
investment and financial flows, 
reflecting appropriate valuation 
 

Initial upstream funding 

ODA funding, bilateral or 

dedicated funding: REDD+ 

readiness (FCPF, UN-REDD, 

GCF Readiness, FAO TCP), 

Forest & Farm Facility, 

thematic programs of ITTO, 

Bonn Challenge /FLR , etc.) 

 

Short term 2017-2022? 

 

TECHNICAL COOPERATION 

Reconfirmed and increased 
tailor-made funding to eligible 
countries, taking into account 
the global role of SFM (FI, 
REDD+, and MEAs) 

 
LEVEL OF FUNDING 
100K to several million US$ 
(LDCs in particular) 
 
 

Mainstream upfront investment 

Coordinated work through inter-

national organizations  including 

multilateral support World Bank and 

Regional Banks grant and lending, 

GEF, FIP, REDD+ Phase 2 funding; 

FCPF Carbon Fund; forest-related 

adaptation funds, Green Climate Fund 

Proposal supported by A.E. 

Mid-term 2017- 2030 

 

STRATEGIC COOPERATION 

Coordinated by a competent 
organisation;  need strategic decision 
for mainstream involvement in those 
countries that commit themselves to the 
SFM pathways 

 
LEVEL OF FUNDING 
Several tens or hundreds of millions of 
US$ (high forest cover countries) 
 
 



Public international 
Funding (MEA, ODA) 

Blended funding 

 World Bank/IDA or IBRD Funding  
 generally loans, partly blended with support instruments 

 Green Climate Fund  see some ideas on separate slides 

 Adaptation Fund  accessibility for forests alone difficult 

 Clean Technology Fund (CTF)  transfer for clean technologies (e.g. bioenergy) 

 GEF Funding  Accessible, inter-institutional collaboration needed 

 FAO own funding: only TCP (small) or mandated  by donor agencies/organisations 

 FLEGT (European Timber Trade Regulations, VPAs) 

 Forest Landscape restoration  forest-poor areas? 

 Post-2020 Sustainable development mechanism(s)  UNFCCC negotiation 

Grants, loans, result-based payments 
• Grants for institutional development + research and R/D 
• Loans for investments (e.g. WB, regional banks, etc…) 



REDD+/SFM finance 
 Financing phase 1 (readiness funding and full funding 

proposals, also in non-REDD+ countries, e.g. countries in 
transition) 

 Financing Phase 2 (incl. bridge and support of Phase 3 
implementation) 

 Phase 3: Results-based payments (RfP in several phases) 

 
Joint Mitigation and Adaptation 
(including ecosystem-based adaptation funding) 
 
Private Sector Financing 

 

NDCs/NAPs     Readiness    PPF       GCF-Funding Proposal       GCF pipelines 
 

Green Climate Fund (Phase 1-3):  Funding for forests 



Phase 1 projects (readiness) 

4 areas of support: 
 NDA strengthening 
 Strategic frameworks 
 Support for direct access entities 
 Adaptation planning processes. 

 
 There is a CAP per country and per year: 1 million US$ for (1) to (3) type of activities 

and US$ 3 million for national adaptation plans and/or adaptation measures (4). 
 
Early ideas from countries for REDD+ readiness support:  

 Develop of a GCF concept note focusing on REDD+ implementation 
 Pre-feasibility studies required for the development of the REDD+ concept note 
 Support the country’s REDD+ readiness and enabling environment, specifically the 

National Forest Monitoring System, MRV and investment planning for REDD+ 
 Key sectoral studies in  forestry and land-use sector, in particular finalize the methods, 

tools and data sets to measure, report and verify REDD+ results 
 Engage the private sector in national reforestation, sustainable charcoaling and 

sustainable wood transformation efforts 
 Strengthen the organization of SMEs, to steer this sector towards the adoption of 

sustainable practices. 
 



REDD+ results-based payments in Green Climate Fund (Phase 3) 

UNFCCC requirements GCF Funding Proposal 
approval process 

GCF Request for Proposal REDD+ RBP  
(Proposals for a technical document on the RfP) 

National REDD+ 
strategy 

Accreditation 
  

 
Procedural elements: 
 
- Access modalities 
- Financial valuation  
- Size of requests for proposal (RFP) 
- Risk of double financing 
- Use of proceeds 
- Ownership, legal titles, implications for NDCs 
- Eligibility date for payments, length of the RFP 
  
Technical elements: 
 
- Scale of implementation 
- FREL/FRL and MRV 
- Operationalization of Cancun REDD+ safeguards 

FREL/FRL 
(forest reference 
emission level/forest 
reference level) 

Proposal development 
and submission 
  

NFMS/MRV 
(national forest  
monitoring system) 
  

Second level due 
diligence (see Table 2) 
  

SIS 
(Safeguards 
Information System) 

Board consideration 
and approval 


