
FAO-Facility Work 
on Forest Finance

Supporting the development of 
National Forest Financing Strategies

New York, 20 April 2009



Outline

• Background

• Building capacity at the national level

• Experiences

• Lessons learned 



Background on country level 
assessments

• Collaborative knowledge sharing initiative 
in Latin America on financing mechanisms

• Objectives:
– (a) produce a broad assessment of the status, 

perspectives, and experiences with financing 
mechanisms

– (b) increase the capacity of National Forest 
Programs (NFPs) for the development of 
national strategies for forest financing



Key observations
• Wide range of financing mechanisms exists , but ad-hoc 

approaches predominate (subsidies, credit, ODA)

• Variability in forest functions, values and actors requires a 
diversified set of financing sources and mechanisms

• The biggest problem with financing SFM is often not  
the lack of money (but problems of availability and 
access exists for some activities and actors, e.g., NFM, 
incorporating social and ecological criteria, small and 
community forestry)
– Narrow views of forests’ contribution to sustainable development
– Limited dialogue financing-forest sectors

• The private sector as an important and growing source of 
financing (PES, Capital Markets, etc.)



Key observations (2)

• Success factors :
– Supportive policy and institutional 

environment, including clarity of land tenure

– Alignment of forest strategy with long-term 
national priorities and commitments 

– Synergistic incentive packages that combine 
financing with favorable investment, credit 
and trade policies

• Framework conditions as key challenge



Development of a 
capacity building process



Experiences

• Namibia (October 2007)
• Guatemala (November 2007)
• Suriname (June 2008)*
• El Salvador (September 2008)
• Peru (December 2008)*
• Paraguay (February 2009)

* Module implemented by partners







Initial achievements

• Financing instruments identified for development or 
improvement
– Trust funds attractive to private and institutional investors 
– Capital market instruments (with Stock and Commodity 

Exchange)
– Improved Government programs

• Strategic elements identified (governance, FFIU)
• Strengthened linkages between Forestry Departments 

and Min. Environment and finance sector). E.g., REDD
• Task force groups formed to address information gaps, 

– Finance and economics
– Legal and technical information 
– Marketing

• Declarations being signed by ministers and key private 
sector reps in support of sector development



Lessons learned

Strengthen institutions (national forest programs)
• Funding is often available but forest sector is ill-prepared 

to deal with financial sector (public and private)
• Institutional weakness needs to be addressed:

– Knowledge of financing language, instruments, processes
– Strengthen linkages with other sectors and key stakeholders
– Reduce dependence on public resources

Build capacity
• South-South learning can be very effective 
• Combine learning with decision making/prioritizing

(“learning by doing”)
• Build on national ownership and leadership



Lessons learned
• Support partnership building and 

communication
– Linkages among sectors (forest – environment –

financial)
– Strengthen links between national and regional/ 

international processes on financing.

• Promote financial innovation
– Access to capital markets
– Payments for Environmental Services
– Risk mitigation and guarantee instruments



Recommendation
Encourage a strategic approach to finance through 

National Forest Financing Strategies:
• Provide strategic financing direction, harmonized with 

national priorities.
• Are grounded in national forest programs, enjoy multi-

sector support
• Improve access of funding to critical beneficiaries
• Exploit the multi-functionality of forests
• Promote diversification and harmonization in the 

sources of and mechanisms for financing. 
• Take advantage of emerging opportunities (e.g., 

REDD and other international mechanisms, private 
sector, conservation finance, etc.)



Thank you!

For more information
http://www.fao.org/forestry/finance/en/


