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reductions of emissions that are theoretically 
possible from the forest sector, and what actions 
should be prioritised. At the national level, 
McKinsey’s analysis has been used to inform 
national strategies on how countries will implement 
REDD. For example, significant sections of the 2009 
McKinsey study for DRC, including 14 strategic 
options for REDD, were integrated with virtually 
no alteration into the country’s REDD Readiness 
Preparation Plan (RPP) – submitted to, and approved 
by, the World Bank’s Forest Carbon Partnership 
Facility (FCPF) in March 2010 – which set out the 
process by which DRC will become ‘ready’ for REDD.4 

This briefing will first highlight some of the 
weaknesses of the cost-curve methodology and then 
examine its use as a policy-making or influencing 
tool for REDD before drawing some conclusions 
and recommendations. We believe that use of 
the cost-curve could mislead decision-makers as 
to the choice of the most appropriate strategies 
for REDD and their likely costs and benefits. It 
could result in pressure to reduce deforestation 
and degradation falling disproportionately on local 
communities and indigenous peoples, endangering 
their customary land rights and traditional way of 
life, while allowing large-scale extractive industries 
to continue ‘business as usual’ or even to benefit 
from REDD without changing destructive practices.
According to the general McKinsey cost-curve above, 
several of the lowest-cost, highest abatement 
potential options (those with low, wide columns) are 
related to forestry, including ‘reduced slash and burn 
agriculture’, ‘degraded land restoration’ and ‘reduced 
pastureland conversion’.

2.  Why the McKinsey cost-curve is   
 methodologically flawed

The cost-curve is methodologically flawed as it does 
not show the real costs of REDD: it substantially 
underestimates the cost of reducing emissions 
from activities such as subsistence agriculture and 
it often bases calculations of compensation on 
inflated, unverifiable projections.

Missed opportunities to show the real cost  
of REDD

The cost-curve purports to give decision-makers a 
bird’s eye view of carbon mitigation measures from 
the point of view of cost-effectiveness, but it fails to 
include large and unavoidable costs into the model. 
There are at least four types of cost for REDD5: 

Opportunity costs: that is, the projected financial 
benefits that a land owner would forego by not 
deforesting or degrading forests. For example, if 
a land owner can earn $10/ha/year from natural 
forest, and $50/ha/year from palm oil, the 
opportunity cost of not converting the land would 
be $40/ha/year.  

Implementation costs: for carrying out the 
actions and projects to actually reduce 
deforestation or forest degradation, including 
administration costs. 

Transaction costs: for identifying REDD 
programmes, negotiating contracts, and 

Figure 1: The global McKinsey cost-curve
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