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Greening PFM systems. WHY? (1)
A macro-critical question

Source: munichre.com

but

https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html


Greening PFM systems. WHY? (2)

❑ NDCs, SDGs → government policies (climate/environmental impact, direct or indirect)

❑ Expenditure side: national budget – a tool to achieve national policy objectives

❑ Revenue side: provides fiscal space for policy implementation, incentives for behavioural 

change

Green PFM is the integration of an environment/climate-friendly perspective into PFM practices, 

systems, and frameworks (especially the budget process) with the objective to support fiscal 

policies that are responsive to environmental and/or climate concerns. 



Greening PFM systems. WHY? (3)

“… a greater use of green 
budgeting tools will help to 
redirect public investment, 
consumption and taxation to 
green priorities and away from 
harmful subsidies”

Principles: ‘Green and clean’ and ‘Good 
governance and transparency’ 

“The EU will use its various tools to 

improve conditions for attracting 

quality investments in partner 

countries. This will include […] 

Strengthening domestic resource 

mobilisation, public finance 

management and debt 

management, and improving debt 

“27.h) We will promote the 

consideration of the environment, 

biodiversity, climate, disaster risk […] 

in fiscal programming […]. While 

respecting national sovereignty, 

options may include, but are not limited 

to, green budgeting, taxation and 

fiscal rules, and taxes on 

environmental contamination and 

pollution. ”



Greening PFM 
systems. 

WHERE ARE WE?



❑ Green PFM practices remain nascent in most countries, including in advanced economies

❑ 60% of the OECD membership are not implementing any green budgeting (OECD, 2021)

❑ Green taxation is already relatively widespread. Over 70 non-OECD countries having 

some green taxation in place

Greening PFM systems
WHERE ARE WE?



Greening PFM 
systems. 

WHAT ARE THE 
ENTRY POINTS?



1. Legal framework

2. 4 stages of the budget cycle

3. Beyond the budget cycle (state-owned enterprises, sub-national governments)

4. Green taxation, removal of the harmful subsidies

5. Dedicated national green funds

Greening PFM systems 
WHAT ARE THE ENTRY POINTS?



❑ Led by the MoF

❑ Budget circular – key for 

sending a signal on the 

importance of CC/ENV issues

❑ Environmental impact assessm.

❑ Tagging climate related 

expenditure in the prep. phase

❑ Integration of green aspects into 

medium-term budgetary 

frameworks

❑ Green dimension to be integrated into national 

development strategies, MTFF.

❑ Fiscal risks – CC/ENV dimension to be 

considered

❑ CC/ENV-related expenditure tracking 

(budget tagging)

❑ CC/ENV sensitive green public 

procurement

❑ Green audits

❑ CSO participation in the field of 

CC/ENV

❑ Legislative oversight of « green » 

budgets and spending

Strategic 
planning 
and fiscal 

frameworks

Budget 
preparation

Budget 
execution 

and 
accounting

Control 
and Audit

4 stages of the budget cycle



EU’s support to 
greening PFM 
systems 

HOW? 



❑ Policy dialogue

❑ Budget support  

❑ Support/encourage the use of relevant diagnostic tools (e.g. PEFA 

climate, C-PIMA, MAPS Sustainable procurement module)

❑ Dedicated projects

❑ Working with international partners (WB, IMF, OECD, etc.);

▪ Global Public Finance Partnership (IMF)

▪ PFM-PP (IMF, financed by the EU)

▪ IMF Regional Capacity Development Centres

▪ Multi-donor Trust Funds (e.g. EUD Bhutan’s work through WB PFM 

MDTF)

❑ INTPA Facilities: Macro-fiscal facility (E1); Greening facility (F2)

EU’s support to greening PFM 
systems in partner countries. HOW? 



❑ Direct financial transfer to the national treasury of a partner country to support sustainable 
development reforms. 

❑ But it is not just money! Budget support has a number of entry points to support green reforms:

▪ Policy dialogue

▪ 4 general eligibility criteria (sectoral policy reforms, macro-fiscal 
stability, progress in PFM reform implementation and budget 
transparency)

▪ Variable tranche indicators

▪ Capacity building measures

Budget support



Budget support promoting policy 
results



Thank you

Useful links:

▪ Webpage with budget support guidelines

▪ INTPA E1 intranet page with technical e-notes on 

Green PFM, Green taxation, Green taxation and 

development, Green Budgeting in the context of the 

Global Gateway

▪ Climate module of the Public Expenditure and 

Financial Accountability framework (PEFA)

▪ Methodology for Assessing Procurement Systems 

(MAPS)

▪ Climate-Public Investment Management Assessment 

(C-PIMA)

▪ IMF’s Climate-Sensitive Management of Public 

Finances—”Green PFM”

▪ IMF – How to Make the Management of Public 

Finances Climate-Sensitive–“Green PFM”

▪ Joint EU-IMF-OECD publication “Green Budgeting: 

Towards Common Principles”

▪ UNDP/IIED – Global Climate Public Finance Review

▪ EC-GIZ Navigating Green PFM: a reference guide

Contact person:

Gabija.ZYMONAITE1@ec.europa.eu

https://international-partnerships.ec.europa.eu/document/download/47b7fa2f-d4a2-4cb0-a7e2-865382330c29_en?filename=budget-support-guidelines-2017_en.pdf
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/SitePages/domestic-revenue-mobilisation.aspx
https://myintracomm.ec.europa.eu/dg/INTPA/eu-development-policy/budget-support-public-finance-domestic-revenue/Pages/technical-notes-2a4.aspx
https://eceuropaeu.sharepoint.com/:b:/r/sites/intpa-what-we-do/Domesticrevenue%20Documents/ENOTES/ENOTE%204-%20Green%20PFM.pdf?csf=1&web=1&e=xWgGEa
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/_layouts/15/viewer.aspx?sourcedoc=%7bedfeaf88-ad06-4ed8-9373-7ebf47025860%7d
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/_layouts/15/viewer.aspx?sourcedoc=%7b17a4952c-185e-423d-9849-2cef0b75e7a2%7d
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/_layouts/15/viewer.aspx?sourcedoc=%7b17a4952c-185e-423d-9849-2cef0b75e7a2%7d
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/_layouts/15/viewer.aspx?sourcedoc=%7bb4d2ac00-a874-4f3f-92b2-9bbe6f756269%7d
https://eceuropaeu.sharepoint.com/sites/intpa-what-we-do/_layouts/15/viewer.aspx?sourcedoc=%7bb4d2ac00-a874-4f3f-92b2-9bbe6f756269%7d
https://www.pefa.org/resources/catalog?field_resource_type_target_id=5961
https://www.pefa.org/resources/catalog?field_resource_type_target_id=5961
https://www.mapsinitiative.org/
https://www.mapsinitiative.org/
https://infrastructuregovern.imf.org/content/PIMA/Home/PimaTool/C-PIMA.html
https://infrastructuregovern.imf.org/content/PIMA/Home/PimaTool/C-PIMA.html
https://www.imf.org/en/Publications/staff-climate-notes/Issues/2021/08/10/Climate-Sensitive-Management-of-Public-Finances-Green-PFM-460635
https://www.imf.org/en/Publications/staff-climate-notes/Issues/2021/08/10/Climate-Sensitive-Management-of-Public-Finances-Green-PFM-460635
https://www.imf.org/en/Publications/Fiscal-Affairs-Department-How-To-Notes/Issues/2022/12/08/How-to-Make-the-Management-of-Public-Finances-Climate-SensitiveGreen-PFM-525169
https://www.imf.org/en/Publications/Fiscal-Affairs-Department-How-To-Notes/Issues/2022/12/08/How-to-Make-the-Management-of-Public-Finances-Climate-SensitiveGreen-PFM-525169
https://ec.europa.eu/info/sites/default/files/economy-finance/cop26_en.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/cop26_en.pdf
https://www.undp.org/publications/undp-global-climate-public-finance-review
https://mia.giz.de/esearcha/browse.tt.html


Additional 

information and 

resources



Relevant diagnostic tools

PIMA climate change 

module (C-PIMA)
Lead: IMF

Key public investment 
management practices from 

the climate change perspective

PEFA Climate framework
PEFA secretariat

PFM system readiness to 
support and foster the 

implementation of government 
climate change policies.

MAPS Sustainable 

procurement module
MAPS secretariat (hosted at OECD)

Quality and performance of public 
procurement systems from social, 
economic and environmental point 

of view.

Climate Public Expenditures 

and Institutional Reviews 

(CPEIRs) 
Lead: UNDP

Opportunities and constraints for 
integrating CC concerns within the 
national and sub-national budget 

allocation and expenditure process

Public Environmental 

Expenditure Review 

(PEER)
Lead: WB

Government resource allocations, 
their efficiency and effectiveness in 

the context of environmental 
management framework and 

priorities. Identifies reforms needed

Climate change 

financing frameworks 

(CCFF)
Lead: UNDP

Aligning a country’s climate policy 
framework with its budgetary process 
and integrating climate finance into its 

existing PFM systems

With 

EU 

Support

Other



1. Green PFM project, INTPA.E1 (with GIZ)

❑ Objective: support selected countries in introducing green fiscal reforms, covering both revenue 

and spending

❑ Countries of focus: Cameroon, Rwanda, Benin, Ghana, Malawi, Namibia, Zambia (Sub-Saharan 

Africa);   Mexico, Central American Integration System (SICA) (Central America), Peru (Latin 

America). 

❑ Project activities: Navigating Green PFM: a reference guide, methodology on designing green 

fiscal reforms, green PFM seminar in Kigali (Jan 2025), ongoing bespoke technical assistance 

(Ghana, Benin, Zambia)

2. Green PFM in South and South-East Asia, INTPA.C2 (with OECD)

❑ Objective: Improved integration of climate change, SDGs targets and gender mainstreaming in the 

budget cycle

❑ Countries of focus: Bangladesh, Bhutan, Cambodia, Indonesia, India, Laos, Malaysia, Maldives, 

Mongolia, Myanmar, Nepal, Pakistan, Philippines, Sri Lanka, Thailand, Vietnam.

❑ Project activities: in-person workshops, in-country knowledge sharing missions

Ongoing projects to support green PFM/DRM in 
partner countries

https://mia.giz.de/esearcha/browse.tt.html


Global Public Finance Partnership (GPFP–EU contribution EUR 15M 

in 2024-29)

❑ Objective: Strengthening fiscal institutions and supporting public finance reforms

through a comprehensive approach, covering both revenue and spending

❑ Beneficiaries: Open to LICs, LMICs and a small number of UMICs. Priority given to

fragile and conflict-affected states and to LICs.

❑ Expected outputs: countries are supported in (a) reforming their public investment

management systems through Climate Public Investment Management

assessments (CPIMA) and capacity development to follow up on recommendations;

(b) reforming their budgetary processes through green PFM and climate budgeting,

(c) integrating climate change issues into their macro-fiscal frameworks, (d)

implementing green taxation, among others.

❑ How to request for support: Demand-driven programme - authorities send their

requests to the GPFP Secretariat.

Available support to green PFM/DRM through EU 
Programmes with the IMF (1)



EU-IMF Public Finance Management-Partnership Programme phase 2 

(PFM-PP2 – exclusively financed by the EU with EUR 8 mil. in 2024-29)

❑ Objective: Strengthening institutional capacity across core PFM and spending areas

including improved fiscal policies and institutional frameworks to combat climate change and

its impact. The program will provide tailored support based on IMF FAD’s analysis of green

PFM framework, and the CPIMA

❑ Beneficiaries: PFM-PP2 focuses on fragile and conflict-affected states (FCS), low-income

countries (LICs), and lower-middle income countries (LMICs)

❑ Expected outputs: C-PIMA assessment and follow-up, PFM climate policy diagnostic,

climate mitigation policy Strengthen effectiveness of management and reporting of climate

related fiscal risks…

❑ How to request for support: Demand-driven programme

Available support to green PFM/DRM through EU 
Programmes with the IMF (2)



1. Greening facility (F2)

❑ Objective: improved integration of environment, biodiversity, climate change and Disaster Risk 

Reduction (EBCD) in EU supported policies, programmes and investments

❑ Beneficiaries: INTPA HQ, EUD staff

❑ Expected outputs: a dedicated PFM expert to review new programmes, action documents, fiches. 

Possibility of short-term missions to support EUDs in programme design.

2. Macro-fiscal facility (E1)

❑ Objective: To enhance INTPA’s capacity to identify macroeconomic and fiscal challenges and 

support the design and implementation of appropriate macro-fiscal policies in partner countries

❑ Beneficiaries: Demand-driven support to INTPA HQ, EU Delegations and INTPA countries

❑ Expected outputs: analytical notes on selected issues, conferences, workshops, country missions

❑ Contact: Peter.KOVACS1@ec.europa.eu

Available support to green PFM/DRM through 
INTPA’s facilities

mailto:Peter.KOVACS1@ec.europa.eu


National Forest Funds : 
unleashing their potential for 

forest finance

National Public Finance

Dr. Ludwig Liagre, Rio Impact / CIFOR-ICRAF consultant
Dr. Anja Gassner, CIFOR-ICRAF Europe Director



Agenda

•Quick overview of domestic forest finance 
solutions

•What are National forest funds and why are 
they important?

•Other domestic funds include Conservation 
Trust Funds

•Key principles underlying NFF capitalization

•Examples from the practice

•Reflections for innovative forest finance 
approaches



Quick overview of 
domestic public forest 
finance solutions

• Public budget allocations

• Government funding via ministries (e.g., 
environment, forestry)

• Often supports forest conservation, restoration, and 
management

• Environmental taxes & levies

• Taxes on forest products or activities (e.g. logging 
fees)

• Revenues earmarked for sustainable forest 
programs

• Subsidies (incl. repurposing harmful ones) & 

incentives 

• Grants or tax breaks for reforestation, agroforestry, 
or conservation

• Encourages private sector and community 
participation

• Payments for Ecosystem Services (PES)

• Compensation to landowners for maintaining forest 
ecosystem functions

• Example: watershed protection, carbon storage



What are National 
Forest Funds?

• Matta/FAO (2015): “dedicated financing 
mechanisms established with the main 
objective of supporting the conservation and 
sustainable use of forest resources”.

• Common characteristic : extra-budgetary 
funds, so “they exist for more than a single 
government budget cycle” (R & L., 2001) 

• FAO & GIZ (2013) considers that NFFs are 
different from commercial forestry funds which 
main objective is to provide returns to investors.

• Exiting list of + 80 NFFs (FAO, 2015; Liagre, 
2023)

• NFF build on several domestic finance 
solutions (taxes and levies, PES, etc)



Why are they 
important?

• NFFs appear among the priority 
financing instruments in several 
countries from the FF assessment 
(among others):

• Congo

• DRC

• Guyana

• Gabon

• Morocco

• When designed properly, they can 
mobilize a diversity of funding sources: 
domestic, international, public, private

• NFFs in developing countries “hold or 
manage an estimated US$12–13 billion” 
(FAO, 2015). 



Limited literature on NFFs



Other domestic funds include Conservation Trust Funds

“ CTFs are private, legally independent institutions that provide sustainable grant 
funding for biodiversity conservation. They often finance part of the long-term 

management costs of a country‘s protected area (PA) system as well as 
conservation and sustainable development initiatives outside Pas (Conservation 

Finance Alliance, 2020)”

• More than 100 existing CTFs around the 

world (overlaps with NFFs)

• Around 40 new CTFs created between 

2010 and 2020, Africa, Asia, Latin 

America, and small island states in the 

Caribbean

• CTF networks promotes knowledge 

sharing and capacity strengthening. 

CAFE is the African CTF regional 

network, REDLAC the one for the LAC 

region, and APNET for Asia-Pacific



Key principles underlying 
NFF capitalization 

Polluter-
degrader-

pays 
principle

Beneficiary-
pays 

principle

- Deforestation
fines

- Penalties 
- Carbon tax
- Biodiversity 

offsets
- etc

- Fees on 
ecotourism
revenues

- Water fees
- PES payments
- etc



NFF domestic capitalization sources : examples

Source: FAO, 2015



Example 1: FONAFIFO, Costa Rica 

Fund model – rewarding local landholders and local communities

Oil tax.
Water fees.

Corporate partnerships.

Cession of rights on 

environmental 

services

Resources to pay 

for PES contracts

Annual

payments $ 
Ensures:

-Transparency. 

-Financial security

-Monitoring

Small and medium forest
producers

- Water protection

- Landscape beauty

- Biodiversity 

conservation

- Climate change 

mitigation



Example 1: FONAFIFO, Costa Rica 

FONAFIFO revenues

Revenue / PES spending (in 2019) Amount (USD) %

Oil tax 17,919,144 72.49%

Water tariff 2,294,680 9.28%

CSR partnerships 39,712.00 0.16%

Remainings (previous year) 4,468,068 18.07%

TOTAL (anual) 24,721,064 100%

FONAFIFO, 2021



Example 1: FONAFIFO, Costa Rica 

PES modalities – spending/supply side

FONAFIFO, 2021



Example 2: Vietnam National Forest Fund (VNFF)

Aquaculture

Hydropower

Water supply

Tourism

Industrial production

40 

VND/m

3

20 

VND/K

wH

1% -

2%

Annual 

income

~ 

98%

~ 1 %

~ 0.1 

%

Users of Forest Ecosystem ServicesPayment

sources

VNFF, 2021

PES approach on 
the demand side

“Beneficiary-pay 
principle”

+100 M USD 
generated / year

1% -

2%

Annual 

income

~ 0.1 

%

40 

VND/m

3
~ 1 %



Example 2: Vietnam National Forest Fund (VNFF)

FES SUPPLIERS 

(FOREST 

OWNERS)

HOUSEHOLDS, INDIVIDUALS (can 

use 100% of received amount)

ORGANIZATIONS

(deduct 10% for 

administration costs)

FES Users 100%

VNFF

(Keep 0.5%

administration costs)

99.5%

Provincial FPDFs

(Keep maximum 10%

administration costs + 5% 

contingency)85%

100%

Spending process 
of the VNFF

Decentralized 
system

VNFF, 2021



Example 3: Moroccan National Forest Fund

76%

12%

11%

1%

Tax on
imported
woods

NFF income / financial resource

(indicative)
Affectation of funds:

• 1)- 10% in research activities

• 2)- 90% in A/R activities (including the use of a 
compensation mechanism)

Modalilities for 2)-

• Subvention « in kind » : 6000 plants/beneficiary/budgetary 
exercise

• Subvention (monetary) : 30% A/R costs (limited to 2500 
MAD/ha, up to 5 millions MAD/beneficiary/budgetary exercise)

• Reforestation on collective lands in the framework of contracts 
(between HCEFLCD and the MI/Local collectivity directorate) 
>> benefit-sharing : 50% NFF / 50% Collectivity



Example 3: Moroccan National Forest Fund

« Compensation pour mise en défens »

Ruled by law - March 21, 2002; Objective : combating

overgrazing; fostering natural regeneration

➢Calculation of opportunity cost for graziers

=cost of not being able to feed its cattle)compensation 

amount >> direct payment into the account of associations 

of farmers - approximately (tbc):

•500 MAD/Ha (cork oak, cedar trees, pines)

•700 MAD/Ha (argan trees)

➢ Minimum fenced area : 100 Ha (Argan) / 300 Ha (other

tree species)

➢ Funds used for community projects and income

generating activities



Food for thoughts 

• Possible coordination role between domestic 
funds in view of landscape approaches 

• Support to private sector investments: NFF could 
provide TA and preparation support for 
commercially-viable projects

• Sharing risks with other funding mechanism 
(Project preparation facilities, Impact funds, etc)

• Potential innovations: NFFs designed for private 
sector instruments (e.g. equity, concessional 
loans) – e.g. Forest Finance Revolving Fund 
Facility in Guyana

NFFs can be key allies in derisking 
strategies for increased private sector 
engagement in the forest investments



July 2025 
Biodiversity Finance 

Lessons from UNDP/BIOFIN



The story of BIOFIN

Back in 2012…



The story of BIOFIN 
Today - 2025

10 donors
133 countries
200 solutions
US$ 1.6 billion 
catalysed
US$ 1 billion tracked
US$ 10 billion potential



The BIOFIN Methodology 

National 

Steering 

Committees

Ministries of 

Environment Finance, 

Planning and others

Choose & validate 

solutions 

Bottom up

National 

Teams

National Experts

Embedded in 

government

Contribute to 

main policy 

discussions



Central Bank

Development Banks

Ministry of 

Environment, 

agriculture

Ministry of Finance

Fintech

SMEs

Finance sector 

Local Government Academia

NGOs

Local communities

Indigenous people

National alliance of stakeholders

Costa Rica

Guatemala

Sri Lanka

ZambiaMexico

Costa Rica

Philippines

All countries

All countries



CATALOGUE OF FINANCE SOLUTIONS >150 Mechanisms

PES

ISLAMIC FINANCE

CONSERVATION FUNDS

REPURPOSING SUBSIDIES

LOTTERIES

BIODIVERSITY CREDITS/OFFSETS

FINES/TAXESECOLOGICAL FISCAL TRANSFERS 

RESULTS-BASED BUDGETING

TAX BREAKS/INCENTIVES

PROTECTED AREA/TOURISM FEES

CARBON CREDITSDISCLOSURE FRAMEWORKS

TAXONOMIES

CERTIFICATION

GREEN LOANS/CREDITS

FINTECH/GAMING APPS

DEBT FOR NATURE SWAPS

CSR

NATURE BONDS CONSERVATION WILDLIFE PLATES

CROWDFUNDING/REMITTANCES

IMPACT INVESTMENT/PIPELINE INSURANCE

PRIVATE SECTOR MAIN FOCUS

PUBLIC SECTOR MAIN FOCUS









Private Sector led solutions





What is it?
• First Tourism Incubator mobilizing to fill finance void for 

indigenous entrepreneurs NBSAP goal 63

Results?
• USD $ 1.5 mobilized to date blending finance sources 

from Development Bank System Funds for innovation 

(US 600k), Ministry of Labor (USD $ 514), Learning 

Institute (Technical Assistance)

• 3 generations of indigenous entrepreneurs; 28 approved 

projects benefiting 68 people (67% women)

• Total of 2101 people benefited 53% women in general

• 1,891 ha of forest under sustainable use



Private Sector

• TNFD/Central Banks Risk Assessment 

• Biodiversity Credit Alliance

• Nature and Insurance

• Nature Bonds 

• Nature Investment Facility

• Tiger Landscapes Investment Fund 

• Enabling environment/National Investment Platform/Pipeline



Nature and infrastructure

• Mitigation hierarchy 

• Strategic Environmental Assessment 

• Environmental Impact Assessment 

• Biodiversity Offsets 

• Renewable energy mitigation/compensation

• Investments in nature-based infrastructure





Access Here

Repurposing subsidies

Three step process
1) Screening

2) Repurposing plan

3) Redesigning priority subsidies

Preliminary inventory of harmful subsidies 
> 100 countries

Four types of scenarios
1) Phasing out

2) Reducing

3) Greening

4) Repurposing

https://www.biofin.org/knowledge-product/nature-subsidies-step-step-guide-repurpose-subsidies-harmful-biodiversity-and






2025-6 
Expenditures in 
Sea walls US$ 0 



Many thanks for your attention
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