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The Swiss-Philippine Initiative
and Implementing Partners

The Cancun Agreements (Decision 1/CP16) set forth
the broad parameters for an international REDD-
Plus mechanism' aimed at effectively reducing the
human pressure on forests in developing countries
that results in greenhouse gas emissions, including
actions to address drivers of deforestation. Parties
requested the Ad Hoc Working Group on Long-term
Cooperative Action (AWG-LCA) to explore financing
options for the full implementation of the results-
based actions on REDD-Plus for consideration
during the 17th Conference of the Parties in Durban,
South Africa in December 2011.

The governments of Switzerland and the
Philippines are supporting an initiative towards

The implementing partners designed a dialogue
process to inform the UNFCCC negotiations in
Durban on REDD-Plus financing options. This
dialogue brings together around 100 experts and
representatives from country Parties, multilateral
organizations, private sector and civil society in a
space that encourages independent and innovative
thinking unconstrained by formal negotiating
positions. The process includes a literature review,
electronic survey, and face-to-face workshops2.

Partners hope that the dialogue results will help
crystallize proposals for 3 governance framework
for REDD-Plus financing in the negotiations,
building on the existing knowledge base, and

’ '- I 4 developing a governance framework for REDD- highlighting principles and elements, as well as the
’ . / Plus financing that lays the foundation for associated opportunities and risks, to effectively
. a ' securing financial commitments for the full finance a decrease in forest carbon emissions,
| & ™ 5 implementation of REDD-Plus. Switzerland has while addressing drivers of deforestation and
Lw; y gL A }?' successfully reformed its forestry sector through adhering to social, environmental and governance
i a of ' 3 decentralization and catalyzing private investment,  safeguards.
' f‘h n W, and supports many countries, including the
! 4
g( 2 £ Philippines, that are also undergoing the process of
Yoy g ':g_- . forest governance reforms. The Philippines, on the
e | - i /f 'l ﬁ" ¥ . . . .
-l e p R e s L other hand, is a pioneer in community-based forest
e ?.-.,. f ?’ ; -"i management and is actively adapting its forest
: <o A Y5 1’5 gy ::"F governance strategies to capitalize on international
. ) - (i, / Sy L support to reduce forest carbon emissions. The
e 3 ?., N initiative is implemented by the collective effort
E‘ | o “_ _ 15 "?._ K f of the Ateneo School of Government, the Climate
< > v - et Markets & Investment Association, and HELVETAS
-~ -.;-L ™ Swiss Intercooperation.
E s
¥ ool o

1 FCCC/CP/2010/7/Add 1, para 70
2 For the complete set of outputs, visit http://www.asg.ateneo.
edu/news2.php?newsid=259



0 Schweizeris.che E:Idgencsaewschaft I\/\essage from the
Coniédération suisse Government of Switzerland

Confederazione Svizzera
Confederaziun svizra

Swiss Confederation

On behalf of Switzerland’s Federal Office for the Environment and the
State Secretariat for Economic Affairs, we wish to give highest priority
to this initiative Towards a Governance Framework for REDD-Plus
Financing with our colleagues from the Philippines.

Effective forest governance is essential to securing investments

in the forestry sector and REDD-Plus. Further, financial resources

are necessary to speed up moving towards sustainability, more
productivity, and better distribution of benefits. Consumers are
increasingly becoming conscious of the importance of paying for
sustainably produced goods and services. The capacity of countries to
meet the growing demands for these products and services, including
carbon, should also be strengthened through better forest governance.

Our specific interest in contributing to a robust forest governance
framework has its roots in our own national experience. Switzerland
was heavily deforested and degraded in the mid 19th century. This
resulted in high environmental damage and high costs, which brought
us to a turning point and consequently to improved legislation.
Henceforth, public and private investment in the sector has been

key to providing capacity building at all levels and improvement of
governance structures. The change of policy was a success because of
the strict enforcement of the new legal framework.

In Switzerland we recognized the relevance of community
management for securing sustainable forest management. Therefore,
in our forestry system traditional communal forest management is
the basis for decentralization, regaining and maintaining stability,
biodiversity, and promoting restoration. Financial resources were also
essential in promoting sustainability, enhanced productivity and better
distribution within the forest sector.

é// Another key element is appropriate participation of the private sector.
, Not only can it provide capital, but also ensure long-term economic
Ambassador Beatrice Maser Mallor . . o
Head of the Economic Development and feasibility of REDD-Plus agreements. Switzerland has a long tradition of
D O e conomic Affairs promoting multi-stakeholder partnerships in tropical forestry including
the private sector, civil society and public entities. This experience has

e ﬁ shown the relevance of creating dialogue platforms when designing
s . s, v H H H H
—r /gz_fj mechanisms aimed at securing sustainable use of natural resources.
Ambass;Zor Franz Perre

Head of the International Affairs Division This initiative between our countries has definitely brought us and

Federal Office for the Environment other countries and stakeholders, notably the private sector, closer
together. Opening up communication between the forest and financial
sectors is at the heart of building together a solid foundation of
understanding, trust and prosperity.

Message from the
Government of the Philippines

The Philippine Government is deeply honored to be part of this
joint endeavor with the Government of Switzerland that seeks to
develop with the international community a governance framework
for catalyzing REDD-Plus financing. In these times where resources
are becoming more scarce against an ever growing need to address
climate change through adaptation and mitigation, the world needs
innovative ideas and solutions that can meet the demand of science
and fast-track action on the ground.

As the world converges in Durban for the 2011 Climate Change
Conference, it is with great pleasure that we share this policy paper
with the international community. It embodies the confluence of
views, insights, and aspirations of a diverse group of stakeholders who
worked hard with us in Panama last October 2011 and who are just as
passionate to find ways for unlocking and sustaining the potential of
REDD-Plus to serve the climate, environment, and communities in the
coming decades. The challenges we face - closing the funding gap,
building capacities, institutionalizing safeguards and addressing the
drivers of deforestation - all seem tall. But what this joint initiative
has proven quite clearly is that when the creativity, diversity, and
experience of nations, the private sector, NGOs and stakeholders
converge under a common cause, no challenge is insurmountable. It
is our hope that this policy paper makes for a valuable contribution to
the ongoing discussions on REDD-Plus financing and its vital link with
governance. The Philippines firmly believes that REDD-Plus financing
should stand on solid bedrock that is good governance.

In closing, | also thank and congratulate our implementing partners, the
Ateneo School of Government, the Climate Markets and Investment
Association, and HELVETAS Swiss Intercooperation for their untiring
efforts to usher this project into success.

/9 2»«”«;;,;_-@,?:_;/_4 e

I'I\Jladfere’(/' M. Safo
“ Commissioner
Climate Change Commission
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1. The international community should
catalyze adequate financing for REDD-
Plus in all phases of implementation.

There are currently different sources for
REDD-Plus financing, including: international
(multilateral and bilateral) public funding,
domestic public funding, carbon markets and
direct private investments. Multilateral and
bilateral sources currently make up more than
90% of existing fund flows? mostly through
Official Development Assistance (ODA). The
private sector has invested relatively small
amounts directly into forest carbon projects.

Table 1

Multilateral Financing for REDD-Plus

Fund US$ Million Pledged

Current pledges for REDD-Plus support (US$4.58
until 2012) pale in comparison to what is required
for sustaining REDD-Plus into the future. It

may be up to US$33B annually, according to

the Eliasch Review”. Although estimates of

the financing gap for REDD-Plus vary, there is
general agreement that the financing shortfall

is substantial and will continue to increase over
time. Furthermore, the gap is not likely to be
met by additional international public funding,
but is expected to come from private sector
investments.

Various multilateral funds have emerged
since the Bali Action Plan in 2007. See Table 1.

Deposited Approved Disbursed
I

Grand Total: Us$ Million  $2'530.08

Source: Climate funds update as of October 12 2011

3 Simula, M, 2010. Analysis of REDD+ Financing Gaps and Overlaps
4 Eliasch, ). 2008. Climate Change: Financing Global Forests

$966.08 $369.58 $173.97

Multilateral initiatives so far have mainly invested
in capacity building, governance reform, national
strategy development, and implementation of
policies and measures to get countries ready for
REDD-Plus.

Current pledges are probably enough to

support readiness activities (Phase 1), and

some demonstration activities (Phase 2).
However, these pledges are insufficient for full
implementation of results-based activities (Phase
3), which will require substantively more funding
that could come from the private sector. See
Figure 1.

Many REDD-Plus countries are eager to
implement field activities, but the financing

Figure 1

challenge is two-fold: scaling-up with new and
additional funding from current sources (mainly
0DA), and diversifying sources of funding to
include the private sector. Collaboration between
the public and the private sectors is needed to
make REDD-Plus a success. The international
community is now faced with the challenge and
responsibility to make this collaboration work and
develop a framework that catalyzes sustainable
and predictable commitments and investments.

Some stakeholders caution that too much
attention is given to finding the money needed
for full implementation of REDD-Plus rather than
finding ways to address the problem of forest
loss more comprehensively.

Financing REDD-Plus: the Threat and the Challenge

The challenge

Private

Finance

The threat

Fast start Public Funds

2010-2015 2015-2020 2020~

- Public funds focused at - Public funds for continuing - Diminishing public funds
readiness preparation and readiness and demontration - Scaling up of private finance
institutional and technical projects with verifiable emission
capacity reduction credits through

- Private finance from early regional or international
movers REDD-Plus framework

Source: PwC, 2010. Scaling up Private Sector Investment in REDD+: Demand Side

Issues and Options.



2. Unlocking private finance requires
demand for REDD-Plus credits and
incentives for sustainable investments

The role of the private sector can be crucial in
three ways: it can make capital available for
REDD-PIlus; it has the potential to shift away fro
current investments that drive deforestation;
and it has the appetite to strengthen a market
for goods and services that protect forests, :
including carbon. Emerging experiences from -="‘

demonstration activities involving the private :
sector show how REDD-Plus can reduce forest
carbon emissions, redirect capital away from
destructive activities, and create a local econom
that values ecosystem protection.

Unlocking this potential requires an enabling
environment driven by a stable demand for
REDD-Plus credits internationally, complemented ;.

with clear signals and incentives for sustainable ? r"‘ g
investments in the country that catalyze 7 a
economic growth while maintaining ecosystem

integrity.

A demand for REDD-Plus credits gives incentives
to invest in forest carbon projects, as clearly
shown in the existing voluntary market. A
significantly bigger compliance market for
REDD-Plus is likely to catalyze and attract
substantial private sector investments, because
it increases security and certainty for investors.
Deployment of private capital in pilot projects
has the potential to facilitate development of

national criteria and guidelines for safeguard
implementation and monitoring by feeding
lessons learnt and best practices as designed for
the project level up to national level decision-
makers.

Investments of all types expect to be paid back
with a premium. This premium can consist

of many things, for instance social and/ or
environmental stability, job creation, leveraging
of other types of finance, profit etc. The type
and amount of premium a public or private
investor expects is determined by strategic
priorities as well as the risk-reward profile of that
investment. In view of this, the private sector
has expressed willingness to provide significant
capital for REDD-Plus under the conditions that
signal a clear demand for REDD-Plus activities
and mechanisms to recoup investments. In line
with development priorities, governments should
design investment policies that will allow fair
returns on investments and reduce unnecessary
costs of doing business, including policies that
improve transparency, efficiency and certainty

in working with government agencies and local
stakeholders.

Specifically, if private investments are to be
unlocked, public capital should be spent wisely
to increase regulatory certainty in the forest
and land use sector, for example by assuring
effective forest governance, clarifying land
tenure for forest land, enhancing integrated land
use planning as well as by removing perverse
incentives for unsustainable land-use practices.
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3. Planning for REDD-Plus financing
should be part of a broader policy
approach, which orients investments
towards specific country strategies and
objectives

As REDD-Plus countries continue to build
readiness and experiences, momentum towards
results-based payments will have to be met with
support in terms of financing and governance.
Developing countries should autonomously
develop their national REDD-Plus strategies

that are consistent with their overall economic
development strategies and arrived at through
an open dialogue among all sectors of the
national economy. Consistent with the country’s
REDD-PIlus strategy, a REDD-Plus financing plan
could create appropriate enabling conditions

for private investments, which should clearly
outline regulation on safeguards implementation,
benefit-sharing arrangements, carbon and land-
tenure rights, and other relevant policies, so as
to properly channel investments and resources
towards achieving REDD-Plus goals.

The enabling condition for private sector
investments opens up opportunities to explore
innovative investment models such as Public-
Private Partnerships (PPP), access to markets
and capital, including venture and philanthropic
capital. Others include conservation concessions,
forest bonds, supply chain investments, and
certification schemes.

Additionally, the private sector has expressed
that it is not completely wedded to a REDD-Plus
credit system alone and is indeed interested

in looking at other business models that could
either work with or learn from existing ones.
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4. REDD-Plus payments should cover
implementation and monitoring of
environmental, social and governance
safequards.

The Cancun Agreements provide guidance

and safequards for policy approaches and
positive incentives for REDD-Plus. According

to the survey facilitated under this initiative,
safeguards should largely be enabled by public
funds because of the close link between
safeguards and government’s responsibility

to protect the rights of local communities and
indigenous peoples, provide basic services, and
facilitate sustainable development. Having clear
policies for safeguards implementation is crucial
towards building confidence of investors and
communities to engage in REDD-Plus, because of
the fairness, predictability and enforceability that
is built into the policies:

- From the investors’ perspective, a
comprehensive approach to REDD-Plus,
underpinned by strong safeguards, creates a
governance environment capable of attracting
scaled-up financing and investments.

-+ From the communities’ perspective, REDD-
Plus programs and projects which feature
an inclusive approach for the respect of
indigenous peoples rights, multi-stakeholder
processes, livelihoods, and environmental
integrity facilitates community-oriented
outcomes and equitable benefit-sharing
agreements.

- For governments, complementary and

additional resources from REDD-Plus payments
can augment constrained public budgets and
allow for devoted resources towards the
implementation of safeguards. Such public
investments will enable governments to
promote best practices needed to link REDD-
Plus to basic services and bring about a
multiplier effect.

The private sector identifies safeguards as vital
to the success of REDD-Plus. The voluntary
market has evolved standards for quantifying
emission reductions (e.g. VCS) and for
demonstrating institutional, social, economic and
environmental co-benefits (eg. CCBA). There

are complementary principles and standards

for responsible investments in forestry and
agriculture initiated by the private sector. The
early demonstration of results and benefits from
REDD-Plus can build confidence and lead to

changes in behavior among government officials,

local communities and indigenous peoples, and
in the process, promote champions willing to
implement REDD-Plus programs and projects
with strong safequards and transparent, verified
results.
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5. Governments in REDD-Plus countries
should ensure balanced investments
within and outside the forest sector
in order to address all drivers of
deforestation and forest degradation

Forests are being systematically destroyed for
timber and other products, and to make way for
food and fuel production, urban development,
and other alternative land uses. As global
population and demand grow, more forests are
expected to be destroyed, unless attractive
incentives are made available to sustain standing
forests, create alternatives to forest products,
increase the efficiency of land-use practices, and
ultimately change consumer behavior. To reduce
greenhouse gas emissions from deforestation
and forest degradation, countries therefore need
to look beyond forests and design a complete
package of institutions, regulations and incentives
to address the drivers of deforestation.

Designing and implementing such a package
may require fundamental changes to a country’s
institutional and economic frameworks—changes
that require proper coordination between various
government agencies, and serious political will.
Estimating the opportunity, transaction and
implementation costs to REDD-Plus also requires
considering further the real costs of behavioural
change at national and local levels. Ultimately,
such a policy package should be able to address
pervading issues of corruption and the slow
disbursement and poor distribution of funds on
the ground, so as to avoid the marginalization
and/or abuse of local communities and
indigenous peoples.

..

On the side of the private sector, it is well known
investments into forests have mainly resulted in
unsustainable produce, deforestation and forest
degradation. Governments can provide incentives
to improve the sustainability of produce as well
as encourage more efficient supply chains via,
for example, the introduction of production
standards or fiscal measures (tax exemptions,
subsidies). An enabling policy environment

for sustainable investments has the potential

to reduce opportunity costs of, and thus be
complementary to, REDD-Plus activities.

Sustainable investments can then be channeled
to support economic growth, maintain and
enhance environmental stability, and ultimately
reduce pressure on forests. Examples include
investments into: i) (certified) sustainable
production of crops, livestock, timber, biomass;
ii) ecosystem services; iii) eco-tourism, iv)
integrated planning of renewable energy
infrastructure expansion; v) conservation
concessions, etc.

Caution however must be exercised as countries
scale up efforts to effectively address the drivers
of deforestation and forest degradation. Such
efforts can increase timber prices and mount
pressure on the ground towards exploiting
unprotected forests. Therefore it is also critical
to address the demand side, which requires
coordination within and among countries. At

the international level, we gain very little if one
country is protected from deforestation but this
results in the transfer of unsustainable practices
and deforestation to another.

19
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Implementing Partners:

SWISS STATE SECRETARIAT FOR ECONOMIC AFFAIRS

The State Secretariat for Economic Affairs (SECO) is
Switzerland’s competence centre for all core issues
relating to economic policy. Within its Economic
Cooperation and Development, SECO supports
developing and transition countries to frame their
economic and trade policies measures. The support
offered by SECO aims at integrating the partner
countries into the global economy and to promote their
sustainable economic growth, which is contributing to
the alleviation of poverty.

(http://www.seco-cooperation.admin.ch/themen/
handel/index.html|?lang=en)

PHILIPPINE CLIMATE CHANGE COMMISSION

The Commission is the sole policy-making body of the
Philippine national government tasked to coordinate,
monitor, and evaluate government programs and action
plans on climate change. It carries out its duties and
responsibilities as an independent and autonomous
agency. It was created by virtue of the Philippine
Climate Change Act of 2009 and is chaired by the
President of the Republic.

(www.climate.gov.ph)
SWISS FEDERAL OFFICE FOR THE ENVIRONMENT
The Federal Office for the Environment (FOEN) is the

centre of environmental expertise of the Swiss federal
government and is part of the Federal Department of

the Environment, Transport, Energy and Communication.

Sustainable use of natural resources is FOEN’s main
responsibility, while minimising natural hazards,
protecting the environment and reducing risks to
human health from excessive pollution, and maintaining
biological diversity.

(http://www.bafu.admin.ch/index.htmI?lang=en)

ATENEO SCHOOL OF GOVERNMENT

The Ateneo School of Government (ASoG) is the
graduate school for leadership and public service of the
Ateneo de Manila University in the Philippines. Guided
by its vision, “Transforming communities. Building a
nation,” the School works towards the formation of
ethical and effective leaders in the public sector, who
serve as vehicles for building prosperous and just
communities throughout the nation. ASoG’s strength
lies in enabling a learning process that bridges the
gap between classroom wisdom and real-world policy
decision-making and governance.

(http://www.asg.ateneo.edu/index.php)
HELVETAS Swiss Intercooperation

HELVETAS Swiss Intercooperation is a development
non-governmental organization from Switzerland. It
came into existence on 1 July 2011 with the merger

of two organisations: Helvetas (founded 1955) and
Intercooperation (founded 1982). As a politically and
denominationally neutral association, HELVETAS Swiss
Intercooperation is supported by 102,000 members and
sponsors as well as 12 regional groups in an honorary
capacity. 1170 local and 58 international employees
(mainly Swiss) are engaged in 30 partner countries in
Africa, Asia, South America and Eastern Europe.

(http://www.helvetas.ch/wEnglish/index.asp )
CLIMATE MARKETS AND INVESTMENT ASSOCIATION

CMIA is an international trade association representing
firms that finance, invest in, and provide enabling
support to activities that reduce emissions across

five continents. Its membership accounts for an
estimated 75 per cent of the global carbon market,
valued at approximately USD 120 billion in 2010. CMIA
distinguishes itself from other trade associations by
providing a unique opportunity to be a part of an
industry grouping that does not include any entities with
compliance obligations under cap-and-trade schemes.
This results in a unique and harmonious advocacy
platform with emphasis on the environmental integrity
of market mechanisms and climate change policies.

CMIA would also like to acknowledge the support of the
following organisations: Althelia Climate Fund, Climate
Focus, Lowering Emissions in Asia’s Forests (LEAF),
Norton Rose, and PwC.

(http://cmia.net/)




