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The vital role of the private sector

The challenge

Public Funds
2010-2012 | 2012-2020 | 2020+
* Public funds focused at readiness  + Public funds for continuing * Diminishing public funds
preparations and institutional and  readiness and demonstration « Scaling up of private finance with
technical capacity projects verifiable emission reduction
* Private finance from early movers credits through regional or

international REDD+ framework

Source: PwC, 2010

PWC Slide 3



What is holding back the private sector?

The risks are too high, and rewards too low.

Compliance
market credit
price?
$5.87 tCO2¢e

5 . Timber,+
slash and burn . .
. . Ranching ranching +
Brazil: agriculture $4 tCO26 sovbean
Underlying < $2.1tCO2¢ 4 y
$7.1tCO2e
land use
S | | | | | | | | | | | | | | | | —>
4 $0 $10 $15 $20
Indonesia:
Underlying <
land use ‘slash and burn’

Soybean Palm Oil

$4.4 tCO2e

agriculture Logging

$9 tCO2e $20.6 tCO2e

$2.5 tCO2e

Voluntary
market credit L
price! 1. Average 2012 voluntary carbon credit price
$5.9 tCO2e 2. 13 June 2013 closing EUA Dec13 price

Source: PwC adapted from IUCN 2010 and Ecosystem marketplace 2010
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| What is holding back the private sector (2)?

Awareness and Information failures Lack of consumer/
e behavioural failures > business awareness or difficulty
Entrenched behaviours in changing behaviour
Policy failures Regulatory support Lack of policy support to create
" the proper incentives for actors
Political feasibility
Capital failures Capital intensity Lack of access to the capital
" necessary for implementation
Capital availability

Technology failures . . Immature technology to pursue
(4) Technological readiness the opportunity

O nnehniziatnineiliiivel| Network effects

Insufficient market participation
Supply chain bottlenecks or infrastructure

Source: 3GF, “Accelerating Green Growth through public-private partnerships
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What does a green growth context change for the
private sector and REDD+?

« A focus on opportunities/growth

« Integrated across a
landscape/sectors

« Measuring broader positive (and
negative) outcomes, ideally in
financial terms

« More holistic changes in :
enabling environments activities

Business

« Stronger commercial
rationale/regulation than
current REDD+ policy
uncertainty
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How can the barriers be overcome?

1. Awareness raising °

Create transparency to costs and benefits of different products
Provide training or mindset shift required

and behavioural .
shift

2, Policy and .
regulation

Change market structures through regulatory reform or development of
new instruments

A commitment device to build the political will needed to address a
challenge

3.Capital .
mobilisation

Support the mobilization of private capital by reducing associated risks
such as currency risk, country risk and policy risk, and by overcoming
start-up challenges (e.g. providing loan guarantees to local banks to spur
lending)

4.Product .
development

Promote early-stage product development by enabling critical research
and development activities, and supporting project developers and trial
projects

5.Coordination and -
delivery

Brings together actors from relevant industries to accelerate overcoming
initial network effects

Combines logistics capabilities, infrastructure, local networks, and project
management expertise that no single organisation possesses alone

Source: 3GF, “Accelerating Green Growth through public-private partnerships
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Need to align Green Economy metrics, with
business reporting

Narrow lens Profit/

on growth share price

Additional value Additional value

Factoring in
‘good’ growth

Profit/

share price

Some getting Generally

measured missed T
TIMM
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Conclusions

« The private sector needs to be part of the solution

« And many parts of the private sector are already taking significant positive
steps

« However there are many barriers hindering their engagement at a greater
scale

« Well designed public finance and support offer exciting opportunities to
overcome these barriers...

- ...alongside greater recognition of the benefits of REDD+ through new Green
Economy initiatives and value measurement methodologies

« These valuation methodologies need to be aligned across the public and
private sectors
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Thank you.

Christopher Webb
christopher.i.webb@uk.pwc.com

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice.
You should not act upon the information contained in this publication without obtaining specific professional advice. No
representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this
publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept
or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in
reliance on the information contained in this publication or for any decision based on it.
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