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Overview

1. Economic and fiscal impact of climate change
2. Greening PFM systems

3. Recap — Quiz (1)

4. Greening budget support

5. Recap — Quiz (2)
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A macro-critical guestion

The 2024 natural disasters in figures

Worldwide, natural disasters caused losses of US$ 320bn in 2024 (2023, adjusted for inflation: US$
268bn), of which around US$ 140bn (US$ 106bn) were insured. The overall losses and, even more so, the
insured losses were considerably higher than the inflation-adjusted averages of the past ten and 30
years (total losses: US$ 236/181bn; insured losses: US$ 94/61bn). In terms of insured losses, it was the
third most expensive year; in terms of total losses, 2024 ranks fifth on the cost scale since 1980.

Weather catastrophes were responsible for 93% of overall losses and 97% of insured losses. Around
11,000 people lost their lives as a result of natural disasters in 2024 - significantly fewer than the
average.

Losses from non-peak perils such as floods, wildfires, and severe thunderstorms were yet again
substantial, producing total losses of US$ 136bn, of which around US$ 67bn were insured. Although this
was slightly below the figures from the previous year (US$ 143bn, of which insured losses totalled a
record US$ 82bn), it was well above the average figures of the past ten years (inflation-adjusted US$
110bn/48bn). It is striking that, from a long-term perspective, non-peak perils are increasingly fuelling
the trend of rising losses, while peak risks like tropical cyclones and earthquakes continue to be a source
of loss volatility.

In 2024, tropical cyclones alone contributed US$ 135bn to the total losses and US$ 52bn to the insured
losses. The majority of these losses were caused by major hurricanes in the USA (US$ 105bn, of which
US$ 47bn were insured).

Source: munichre.com

Green returns

The economic benefits of accelerating the transition to a low-
carbon economy vastly outweigh its cost.

World potential GDP benefit under net zero carbon emissions by 2050
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https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
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Greening PFM systems
WHY?

d NDCs, SDGs <> government policies (climate/environmental impact, direct or indirect)
O Expenditure side: national budget — a tool to achieve national policy objectives

 Revenue side: 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.

European

Integrating environment & climate change S
Commission

Greening EUcooPERATION m




Greening PFM systems
WHERE ARE WE?

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

1 60% of the OECD membership are not implementing any green budgeting
(OECD, 2021)

1 Various diagnostics and studies carried out, but limited follow-up

O Green taxation is already relatively widespread. Over 70 non-OECD
countries having some green taxation in place
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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. Also, green taxation, removal of the harmful subsidies



4 stages of the
budget cycle

O Green audits
O CSO participation in the field of

CC/ENV
O Legislative oversight of « green » /\
budgets and spending |

Control and |
Audit ,»'

Strategic
planning
and fiscal
frameworks

Budget |

O CC/ENV-related expenditure tracking
(budget tagging)

O CC/ENV sensitive green public
procurement

and
accounting

execution 1
I

O Green dimension to be integrated into national
development strategies, MTFF.
O Fiscal risks — CC/ENV dimension to be

considered

Budget
preparation

=
=

(N

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
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Example: Green PFM In Bangladesh
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EU’s support to greening PFM systems in
partner countries. HOW?

4 Policy dialogue
O Budget support
1 Support/encourage the use of relevant diagnostic tools

1 Dedicated projects

O 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)

1 INTPA Facllities: Macro-fiscal facility (E1); Greening facility (F2) gy

ommission



Support/encourage the use of diagnostic tools (1)

With
EU
Support

PEFA Climate framework

PEFA secretariat

PFM system readiness to support
and foster the implementation of
government climate change
policies.

Other

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

PIMA climate change

module (C-PIMA)
Lead: IMF

Key public investment
management practices from the
climate change perspective

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

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 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




Relevant diagnostic tools (2)
Example: PEFA climate module

INDICATORS

CRPFM-| Budget alignment with climate change strategies
CRPFM-2 Tracking climate related expenditure

CRPFM-3 Budget circular

CRPFM-4 Legislative scrutiny

CRPFM-5 Climate responsive public investment management
CRPFM-6 Climate responsive non-financial asset management
CRPFM-7 Climate related liabilities

CRPFM-8 Climate responsive procurement

CRPFM-% Climate responsive revenue administraton

CRPFM=10 Compliance of climate related expenditure

CRPFM-11 Climate responsive fiscal decentralization
framework

CRPFM-12 Climate related performance information
CRPFM-13 Climate related evaluation

CRPFM-14 Expenditure outtwrn for climate activities

LEVEL OF CRPFM PRACTICE ON A FOUR-POINT ORDINAL SCALE

Score Level of practice

Climate change issues and the policy response are mainstreamed in
the relevant PFM institutions, processes, or systems

- Climate change issues and the policy response are partially

mainstreamed in the relevant PFM institutions, processes, or systems
Initial efforts have taken place to mainstream climate change issues
and the policy response in the relevant PFM institutions, processes, or

systems
Performance is less than the basic level of performance

EXAMPLE OF INDICATOR: CRPFM—3.1. BUDGET CIRCULAR
SCORE MINIMUM REQUIREMENTS FOR SCORES

The budget circular provides a methodology to track climate change
related expenditure, as well as expenditures that are counter to climate
policy. It contains guidance on how to factor climate change mitigation
and adaptation planned expenditure into budget proposals, and on how
to limit expenditures that are counter to climate. It refers to the
national climate change strategies.

The budget circular provides a methodology to track climate change
related expenditure. It contains guidance on how to factor climate
change mitigation and adaptation planned expenditure into budget
proposals and refers to the national climate change strategies.

The budget circular contains guidance on how to factor climate change
mitigation or adaptation planned expenditure into budget proposals.
Performance is less than required for a C score.
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Navigating green

german -

cooperation Co-funded by
OEUTSEHE ZUSANMENASSE the European Union

NAVIGATING GREEN PUBLIC FINANCIAL MANAGEMENT

A REFERENCE GUIDE FOR MINISTRY OF FINANCE OFFICIALS

PFM tools (3)

Link to ‘Navigating Green PFM: A Reference

Guide for Ministry of Finance Officials

European
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https://www.addistaxinitiative.net/sites/default/files/resources/Navigating%20Green%20PFM.pdf
https://www.addistaxinitiative.net/sites/default/files/resources/Navigating%20Green%20PFM.pdf

Projects to support green PFM/DRM In partner countries

Green PFM project, INTPA.EL1 (with GlZ)

U Objective: support selected countries in introducing green fiscal reforms, covering both revenue and spending

O Countries of focus: Cameroon, Rwanda, Benin, Ghana, Malawi, Namibia, Zambia (Sub-Saharan Africa);
Mexico, Central American Integration System (SICA) (Central America), Peru (Latin America).

U Project activities: Navigating Green PEM: a reference guide, methodology on designing green fiscal reforms,
green PFM seminar in Kigali (Jan 2025), ongoing bespoke technical assistance (Ghana, Benin, Zambia)

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

0 Objective: Improved integration of climate change, SDGs targets and gender mainstreaming in the budget cycle

O Countries of focus: Bangladesh, Bhutan, Cambodia, Indonesia, India, Laos, Malaysia, Maldives, Mongolia,
Myanmar, Nepal, Pakistan, Philippines, Sri Lanka, Thailand, Vietnam.

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

m European
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https://www.addistaxinitiative.net/sites/default/files/resources/Navigating%20Green%20PFM.pdf

Working with international partners:
Support to green PFM/DRM through EU Programmes with the IMF (1)

Global Public Finance Partnership (GPFP-EU contribution EUR 15M in 2024-29)

d

d

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.

m European
Commission




Working with international partners:
Support to green PFM/DRM through EU Programmes with the IMF (2)

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

O Beneficiaries: PFM-PP2 focuses on fragile and conflict-affected states (FCS), low-income
countries (LICs), and lower-middle income countries (LMICS)

O 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 ...

O How to request for support: Demand-driven programme

m European
Commission



Support to green PFM/DRM through INTPA's facilities

1. Greening facility (F2)

Q Objective: improved integration of environment, biodiversity, climate change and Disaster Risk
Reduction (EBCD) in EU supported policies, programmes and investments
O Beneficiaries: INTPAHQ, EUD staff

O Expected outputs: a dedicated PFM expert to review new programmes, action documents, fiches.
Possibility of short-term missions to support EUDs in programme design.

N

Macro-fiscal facility (E1)

O 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

O Beneficiaries: Demand-driven support to INTPA HQ, EU Delegations and INTPA countries
0 Expected outputs: analytical notes on selected issues, conferences, workshops, country missions

m European
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RECAP — QUIZ (1)

1. Which of the following tools is used to assess the readiness of PFM systems
to support the implementation of government climate change policies?

a) Climate Macroeconomic Assessment Program
b) Public Expenditure and Financial Accountability (PEFA) Climate framework
c) Global Public Finance Partnership (GPFP)

2. In which stages of the budget cycle can green PFM elements be integrated?

a) S1 - Strategic Planning and Fiscal Frameworks and S2 - Budget Preparation
b) S3 - Budget execution and accounting and S4 - Control and audit
c) Green PFM elements can be integrated in all budget cycle stages

m European
Commission
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Budget support: not just money!

Dialogue

» As budget/policy stakeholder

» Always encompassing
macroeconomic, PFM/DRM and
fiscal transparency (eligibility)

 All levels (technical > political)

Performance monitoring

» Indicators drawn from policies, or
aligned with these at least

* Qutcome indicators if possible

* Inclusive reviews, where possible

« Use of country statistical systems

Greening EUcooPERATION

Integrating environment & climate change

Capacity building

Use of country systems

Requirements (e.g. costing/ monitoring)

Interministerial coordination
Dedicated technical assistance
Support/empowerment CSOs

Ex post payment (i.e. after actions
taken, costs incurred, reforms
completed, result achieved)

Once and only if conditions met
No earmarking on the use of funds

- European
Commission



EU budget support for the Global Gateway

Relevant and credible development and sector

policies: financing; [EGaNGNOFCGUIRICNATFEMEWOIK.
capacities; investment component and maintenance
costs; reporting and monitoring systems

Macroeconomic
stability: fiSGal
POIICIES (revenue
and spending —
recurrent and
investment), debt
sustainability

Public finance management &
fiscal transparency:
- 8% and customs administration

- budgeting (gender and Gfeen)

¥ COLLECT MORE - i

SPEND BETTER

ACHIEVING DEVELOPMENT
IN AN INCLUSIVE AND
SUSTAINABLE WAY

October 2015

Enabling factors for .

. successful investments, .
ACEICEN A maximising their returns |« public debt management

« external control & anti-corruption

Stoff Working Document

Greening EUcooPERATION
- European

Integrating environment & climate change S
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Eligibility criteria are all greening entry points

Initial analysis
Design

Progress
monitoring

Policy
dialogue

Useful inputs also to find in the Risk Management Framework +

SEA encouraged to help:

Assess policy relevance in

view of CC, environment &

biodiversity — also links with
fiscal policies and PFM

Define dialogue priorities

Design the operation
(specific objectives, source
of verification for the general
conditions, indicators)

|dentify capacity
development needs

- European
Commission



https://myintracomm.ec.europa.eu/dg/INTPA/resources-procedures/it-information-systems/rmfplus/Pages/index.aspx

Policy analysis — sector, macro-fiscal, PFM

« Does the sector/development policy meaningfully address environmental and
climate issues? Coherence with ambitions/commitments?

« What are the policy implementation likely impacts to the environment and to
climate resilience? Adequate measures to avoid/minimise them?

] o ] Credibility
« Does the policy take up opportunities to contribute to low carbon

development, and thus to the transition to a greener economy?

Relevance

« Administrative/institutional capacities? HR? PFM issues (e.g. natural -

resource management)? Interministerial coordination? Local entities involved?

« Can we count on official and public data to monitor progress?

* Financing constraints factored in? Link up policy costing/sector medium-
term expenditures and country fiscal framework (revenue, spending)? —
Improving relation between MoF and line ministries (budgeting)? Does it
Incentivise private investments where relevant and possible? -

Commission



Transparency matters

« Communication to explain reforms and transparency to feed
domestic accountability

« Disclosure of subsidies and tax expenditures with their costs,
beneficiaries and environmental assessment in budget
documentations (e.g. tax holidays on large farms or plantations,
mining, forestry, water pricing, energy pricing, types of transport)

« Open and inclusive policy dialogue (whole of government and
non-state entities) with transparency on results and challenges

 Empowering regulatory agencies, control bodies (e.qg.
performance audit) and civil society

« [Fostering open public-private sector dialogue (hearing from
local SMEs and business associations)

European
Commission
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Promoting policy results

1 CUMAE

xion SDG 13
@ Bhutan - Resilience to the impacts of climate change

The EU contributed to constructing or renovating
close to 3 000 km

of irrigation channels

In Bhutan, EU budget support aims to recuce poverty by
enhancing fooc self-sufficiency and improving rural livelinoods.
The programme also seeks to build the country’s resilience to the
negative impacts of climate change by erharcing the sustainable
maragement of ratural resources.

With EU support, 2 765 hectares were afforested/reforestec in
2018 ard about 262 949 hectares of forest area were brought
under sustzinable rmanagement. Furthermore, S 858 km of
farm roads have been built, 2 996.5 km of irrigatior channels
constructed/renovatec and 99 farmers groups anc cooperatives
registered, creating 584 employrmert opporturities.

1 CUMAE
ALTON

By the end of 2019
1 568 houses

resilient to climate change were built or under construction

The EU supports the climate resilience ard recovery plar of
Dominica, which was crezated following the devastating Hurricane
Maria in 2017. With the assistance of EU bucget support, the
clirnate resilience executive agercy of Dorninica isrow operational.

A new construction legal code and its implementation plan were
approvec to enforce higher stancards of climate resilience for
the reconstructior/repairing of houses. By the end of 2019, the
construction of over SO0 new homes was complete, 1 068 houses
were urder cornstruction and the procurement process for the
construction of approximately 3 853 houses was orgoing.

In additior, 76 public buildirgs have been reconstructed/repaired/
upgradec since Hurricare Maria.

Firally, the total nurnber of beneficiaries of sodal protection
prograrnmes for 2019/2020 reachec 13 563, well above targets.

14 S

SDG 14

fisheries

Cambodia — Increased patrolling of marine and inland

The EU helped provice 226 patrol boats and seven patrol vessels
for inland and rmarine fisheries inspection

In Carmmbodia, the EU supported marine conservation and
complizrce with laws ard regulations in the fisheries sector. The
project helped government authorities develop capacities and
proviced equipment with fast patrol vessels to effectively control
and inspact inland and marine fisherias and prevent illegal marine
fishing. The fisheries acministration bought 20 large patrol boats
and 206 smaller boats for inspectors and rangers of fishing
communities in irland fisheries, along with two large patrol
vessels and five small vessels for inspectors in marine fisheries.
In addition, the EU furced five pickup trucks for inspections at
mzrine fishing larding sites.

Increasec petrolling has led to 2 recuction of illegal fishing
activities and contributed to a more sustainable and inclusive
growth in the fisheries sector.

SDG 15

biodiversity

Colombia — Sustainable development for peace and

The EU contributed to the rehabilitation and recovery of land
and to local initiatives to overcome social and economic

disadvantages

EU budget support acdressed the socioeconomic challenges of the
regions previously affected by armed conflict

The programme promoted conservation and sustainable management
agreaments between the authorities and the rural commurities of
protected arees. It zlso supported ecoromic development and the
reduction of both geographical and gender disparities.

Between 2016 and 2021, it confributed to the rehabilitation or
recovery of nearly 28 000 hectares of forest. More than 300 local
green busiresses and 4 500 indigenous, peasant and vulrerable
families banefited fromn EU support This success encouraged the
Colombian environment ministry to increase its financial support to
national parks.

+ Global

Vietnam - Sustainable energy transition

".Gateway

EU budget support has helped installed wind power capacity to increase by

In Vietnam, the EU is contributing to the energy transition for
sustainable development.

Thanks to the EU's budget support, grid-connected wind-power-
installed capacity increased by more than seven times, and
700 km of extra-high-voltage power transmission lines (500 kV)
were installed between 2020 and 2021. Additionally, 531 new
energy managers and 82 new energy auditors were trained in
2022.

SDG 11
Tuvalu - Sustainable waste management

The EU helped Tuvalu to export 17 tonnes of baled aluminium cans
to external markets for recycling

The EU assisted Tuvalu in collecting, storing and exporting
recyclable waste to external markets for recycling. The budget
support prograrmme helped Tuvalu to fund the construction of
a recycling and transfer station, purchase the needed heavy
equipment and adopt its first waste levy regulation in 2019.

In 2021, 17 tonnes of baled aluminium cans for recycling were
exported for the first time from Tuvalu to South Korea. For a small
island nation which cannot recycle such waste on its own territory,
this is a significant first step and paves the way for future exports
of other recyclable waste to external markets.

The EU also supported Tuvalu in waste prevention and the
establishment of mechanisms for the sustainable financing of
waste management. The budget support prograrmme helped
implernent a waste levy, which yielded revenues of approxirmately
EUR 165 000 from June 2020 to June 2021. With new items
being added to the waste levy, this figure is expected to increase
in the coming years.




RECAP — QUIZ (2)

1. As a policy- and result-based instrument, a budget support operation
can help greening EU cooperation through:

a) Variable tranche indicators

b) The public policy that it supports and the other 3 general conditions (macro,
PFM, transparency)

c) The public policy that it supports, the other 3 general conditions (macro,
PFM, transparency) & variable tranche indicators

2. Greener policies are promoted through:

a) Dedicated sector reform performance contracts in relevant policy fields i.e.
biodiversity/forestry protection; energy; climate change mitigation

b) All types of budget support operations to the maximum extent, even in the
case of State and Resilience Building Contracts

Commission



Useful links:

Webpage with budget support guidelines

INTPA E1 intranet page with technical e-notes on Green PEM, 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



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=%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.mapsinitiative.org/
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/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://www.undp.org/publications/undp-global-climate-public-finance-review
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