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Executive Summary

Over the past three decades, Ethiopia has lost a significant amount forest cover due to deforestation. Though the
current cover of high-forest is low, the rate of deforestation within the country remains quite high, about 1.0-1.5%
per year'. Cognizant of such a high deforestation rate and its associated implications for long-term economic growth
and impact on the environment, Ethiopia has shown interest in adopting REDD+ as a path towards sustainable forest
development. The country submitted its REDD Program Idea Note (R-PIN) in 2008, eventually developing both a
Readiness Preparation Proposal (R-PP) and the Climate Resilient Green Economy (CRGE) strategy, in 2011. In that
same year, Ethiopia also became an official observer to the UN-REDD program board, which enabled the country to
access additional capacity building support and finance. A specific national REDD+ strategy and is expected to be
finalized during REDD+ Readiness implementation.

Despite the country’s high deforestation rate and the government’s focus on REDD+, commitments of REDD+ finance
have been low. Financial commitments for REDD+ activities in Ethiopia (2009-2012) have reached US$20 million.
From this, approximately US$200,000 has been spent on R-PP preparation, and US$13.6 million has been committed
to REDD+ Readiness activities. The remaining funds have been committed to specific regional projects, with US$3.5
million for the Bale Eco-Region REDD+ and US$2.63 million committed for Salle-Nonno forest. To date, most of the
REDD+ activities and funding in Ethiopia are concentrated in one administrative region, the Oromia Regional State,
home to 70% of Ethiopia’s remaining forests.

Major donors include the Royal Norwegian Government and the UK’s Department for International Development
(DfID). The Government of Ethiopia is scheduled to receive the largest proportion of these REDD+ commitments
(US$13.6 million), through the Ministry of Agriculture and Ministry of Environment and Forest (MEF), followed by
Farm Africa-SOS-Sahel Ethiopia consortium (US$2.63 million).

" Mulugeta Lemenih and Tadesse Woldemarian, “Review of forest, woodland and bushland resources in Ethiopia up to 2008,” in
Ethiopian Environment Review No. 1 Forum for Environment, ed. Sue Edwards, (Addis Ababa: Eclipse Printing Press, 2010).












headquarters. This chart therefore shows the growing importance of both government and non-government actors
in financing for REDD+. Multilaterals and other types of internationally-focused donors are shown in the purple circle.

Figure 3. Proportional Total Donor Commitments and Disbursements, 2009-2012
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Figure 4. Donor Commitments by Location, 2009-2012



Figure 5 illustrates the finance flows to Recipients. Donor government agencies account for 80% of all REDD+
financing flowing to Ethiopia between 2009 and 2012. Approximately 62% of this funding is going to the government
of Ethiopia, with the other 38% flowing to Ethiopian NGOs. Multilateral institution finance accounts for the remaining
20% of the total funds committed, with the majority going to the Government of Ethiopia (USS$3,800,000). REDD+
financial flows from multilateral institutions to multilateral implementing agents account for less than 1% of the total
funds committed, as only US$140,685 is going to UNDP.

Figure 5. Flows of REDD+ Finance between Donors and Recipients, 2009-2012

$ 3,940,685 $140,685
Multilateral Institutions
@ Donor Governments
: Multilateral Implementing Agents
$ 13,800,000 o P n9ng
@ Government of Ethiopia
@ Ethiopian NGO/Academia
$16113,998 $6,113,998
Recipients

The largest recipient is the Government of Ethiopia through Ministry of Agriculture and Ministry of Environment and
Forest (MEF), followed by several NGOs, which are directly receiving REDD+ funds to support specific projects like the
Bale Eco-region project led by Farm Africa and SOS Sahel Ethiopia, Southwest montane forests by Ethio-Wetlands and
Natural Resources Association (EWNRA).

Farm Africa-SOS Sahel Ethiopia received US$7.89 miillion (6 million Euro) for eco-regional planning and sustainable
forest management in Bale, which was co-financed by the Government of Norway, the Netherlands and Ireland from
2007 — 2012, each committing USS 2.63 million (2 million Euro). Part of the funding for this project was used to
prepare the PDD for the Bale Eco-region REDD+ Project, as this is one of the few REDD+ pilots under development in
the country. Around USS$7.29 million of the funds have been disbursed and a portion of this has gone directly to
REDD+ activities. Of the US$7.29 million actually disbursed, around US$900,000 has been spent on direct REDD+
related activities, and the rest for regional planning, livelihoods and sustainable forest management through PFM.
The other activities of the project also contribute to the reduction of deforestation and CRGE targets.

The Government of Norway approved another US$2.63 million (2 million Euro) for the Farm Africa-SOS Sahel
consortium to strengthen sustainable livelihoods and forest management for REDD+ pilot implementation in Bale
Eco-region, for the period of 2013-2015. The grant is mainly for REDD+ capacity building for government and
community, verification and validation, and to strengthen community forests as well as other income generating
activities to improve local livelihoods. Similarly, Ethio-Wetlands and Natural Resources Association (EWNRA), has
received USS$2.63 million (2 million Euro) from the Norwegian Government for a REDD+ project at Salle-Nono in
lllubabor Zone of Oromia state for the period of 2013 —2015.



There are several other projects with small grants or smaller portions of their funds specifically allocated to REDD+
activities. For instance, the Ethiopian Institute of Biodiversity (EIB) is implementing a project, with funding in the
amount of US$140,685 from GEF through UNDP as implementing agent, The project is entitled “Mainstreaming Agro
Biodiversity Conservation into Agricultural Production Systems of Ethiopia” is implemented at four sites (2011-2015),
including Yayu. Part of the project activities at Yayu Coffee Forest Biosphere Reserve focus on payments for
ecosystem services, especially REDD+. The stated amount is allocated for REDD+ project development at Yayu Coffee
Forest Biosphere Reserve. Figure 6 illustrates the recipients by type.

Figure 6. Commitments to Recipients by Type
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Additional funding to Ethiopia is underway for 2013. The Government of Norway, for example, has also pledged
about US$2.63 million (2 million Euro) for Oromia Forest and Wildlife Enterprise (OFWE) to design a REDD+ program
throughout Oromia, but this had not been committed by then end of 2012. This fund is largely to be managed by the
World Bank, and is expected to be spent by OFWE starting in early 2014. Additional donors include UN-REDD, which
has committed US$150,000 for REDD+ anti-corruption and forest governance, and the government of Ireland.

Integrated REDD+ and Climate Funding

Other related finances include sustainable land management (SLM) and CRGE related funds. On August 30, 2013 two
agreements were signed between the Government of Norway and the World Bank to provide US$102 million for
sustainable land management, climate smart agriculture and forest protection in Ethiopia. The first agreement from
the government of Norway injects USS50 million through a trust fund to co-finance SLM program that aims to reduce
land degradation and increase small landholder productivity. The Government of Norway and the World Bank’s Bio
Carbon Fund (BioCF) sighed a second agreement to provide US$13 million to support Ethiopia’s Climate Resilient
Green Economy (CRGE) Facility to promote climate-smart agriculture, forest protection and land rehabilitation at the
landscape level. Similarly, the UNDP has committed US$5.2 million in 2012 from its core climate change related
budget for CRGE related activities implementation within five ministries: the Ministry of Agriculture, Industry, Water
and Energy, Finance and Economic Development, and Ministry of Environment and Forest (formerly the EPA). The
funding is through the end of 2013.



The Strategic Climate Institutions Program (SCIP) is another DfID, Norway and Denmark supported project, dedicated
to building institutional capacity in preparation for the CRGE strategy implementation. The SCIP Fund has committed
a total of US$15.2 million (GBP 9.5 million) to be fully disbursed by 2014. The SCIP funded projects focus on capacity
building for climate change adaptation and mitigation, and generation of knowledge that are useful in strategic
decision making to implement the CRGE strategy.

In comparison with REDD+, more significant commitments have been made to support implementation of the CRGE
strategy, with a total of US$122.4 million provided by the Government of Norway, the World Bank, SCIP and UNDP.
The CRGE strategy includes mitigation in seven sectors including three agriculture related sectors: forestry, soil and
livestock (other sectors include industry, electric power, transport, buildings/ green cities). The Forestry sector
includes REDD+, and the allocation of CRGE funds to the forestry sector or other sectors is based on demand of the
key actors and current level of emissions.

Challenges

Despite relatively low investments in REDD+ within Ethiopia, the ECFF team found there were several challenges in
tracking REDD+ financial flow:

1. Difficulty disaggregating REDD+ finance from other development funding: REDD+ related activities up to
now are grants by donor country governments or multi-lateral donors. Hence, projects have multiple
objectives, and make separating out funds allocated for REDD+ and other activities difficult. There are also
many projects that deal with sustainable forest management, reducing deforestation and forest restoration,
but not categorized as REDD+ project and not claiming carbon credits, though contributing similar goals.

2. Some implementers also find it difficult to disclose financial information. Some confuse the assessment
with project evaluation.

3. A Lack of institutional memory and capacity: Over the past few years, several different governmental
agencies have been responsible for coordinating and implementing REDD+ activities, which has impacted
institutional memory and capacity. As institutional arrangements are still evolving, there is a need to bolster
agencies’ capacities to oversee and manage all REDD+ initiatives. Particular attention should be paid to the
REDD+ Secretariat, which mandated to coordinate all REDD+ activities in Ethiopia.

4. A Lack of a national REDD+ registry: The lack of registry makes it difficult to assess all REDD+ relative
finances in the country. The REDDX data collected by ECFF may be of use in informing and creating a
national registry.

Recommendations for Future Action

REDD+ financing flowing to Ethiopia is relatively minimal, but is starting to grow, especially over the past year.
Additional resources are needed particularly for supporting REDD+ pilots in regional states aside from Oromia, and
within different ecological and socio-economic settings. There is also great interest from several regions for
demonstration activities.

Additionally, the REDDX tracking initiative in Ethiopia highlights the need for:

R

+» Greater communication to build trust and transparency among donors, project fund managers and
implementers. This should also include greater discussion of the importance of tracking REDD+ finance to
avoid possible misunderstandings regarding the purpose of such assessments.

« The assessment of capacity and needs of key REDD+ actors. Based on preliminary information, technical
support should be provided to the REDD+ Secretariat regarding the analysis REDD+ finance documentation
and design of the national registry.



Discussion between the National Focal Point and REDD+ Secretariat, in order to agree on protocols for
documentation of REDD+ finance until the registry is put in place.

The continue assessment of REDD+ finance over the coming years, as Ethiopia is still at an early stage of the
REDD+ process, and there is a growing trend in financial flows related to REDD+ and CRGE initiatives.

Evaluation of the location and types of, problems faced by REDD+ projects in Ethiopia in order to build
capacity and also monitor the financial flow of REDD+. Moreover this evaluation may help ensure projects
are in line with the national REDD+ strategy.

An effort to design Payment for Ecosystem Services (PES) system to create additional funds for the
effective implementation of REDD+ in Ethiopia.

Continued partnership with the REDDX finance tracking to build transparency around available funds in
Ethiopia and highlight donors and finance directed to REDD+ Readiness activities. Information on financial
flows will be beneficial in helping promote more dialogue between key actors and development partners in
order to build trust, assess capacity needs, and provide targeted technical support that can help in
implementing the CRGE strategy.





