Evaluation and Learning

Financing Forest-Related
Enterprises: Learning from the
Forest Investment Program
and Other Initiatives
OBJECTIVE
The objective of this study is to learn lessons from the experience
of the Forest Investment Program (FIP) and other initiatives in
supporting investment in forest-related enterprises. The study
identifies key barriers and risks that impact leveraging private
finance and examines how to overcome these challenges to increase
the viability and scale of private-sector investments, with an
emphasis on small and medium-scale enterprises.
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ADDRESSING THE GAP
The majority of additional REDD+
funds leveraged for financing forestrelated enterprises by FIP has come
from MDBs rather than the private
sector. Since most of forest and farm
production comes from multiple
smallholders, and the MDBs generally
prefer large scale investments, the
study concludes that the MDBs are
an inappropriate investment vehicle
for the smaller, enabling investments
needed to close the enterprise
support gap.

“There is no shortage of
small projects with innovative
project developers. What
there is a shortage of is the
US$100 million projects that
banks are looking to fund.”

FIP Mexico support for forest-related
small- and medium-scale enterprises in
Ejidos and Communities
FIP’s work in Mexico provides a clear example of how an emphasis on
organization, business incubation and de-risking finance can yield results
and impacts for communities. The project—a US$3 million FIP contribution
and an expected co-financing of US$4 million—established a business
incubator for community forest enterprises (CFE). The work involved
aggregating products, business development support, and tailored financing
instruments and credit to de-risk finance—a comprehensive approach that
increased the CFEs’ ability to manage forests profitably and sustainably.
For example, a CFE in San Pedro el Alto was given a US$265,000 loan via
local microfinance institution FINDECA for a new sawmill and kilns. This
improved management practices and increased the quality and volume of
forest products, with higher returns. This investment enabled the project
implementing agencies to form new partnerships with local banks and local
communities. The combination of grants and concessional loan financing
lowered overall risk for the implementing bank and allowed them to work
with communities that previously did not have enough credit history to
qualify for traditional financing.

