Helsinki Principle 4

Take climate change into account in macroeconomic policy, fiscal
planning, budgeting, public investment management, and procurement
practices
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Macro-economic Policy Fiscal Policy Budgeting PIM Public Procurement
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Mainstreaming Climate Change
World Bank Work Plan

Tack Primary Con.ser.mus Tec'hnical Existing Traini.ng S:::::ﬁo institutional Partners
Research  Building Guidance  Tool ~ Materials olan

1. Budget Classification & Tagging 4 v OECD, IMF, UNDP, PEFA

2. Public Investment & Asset Management v Yo IMF

3. Green Procurement 4 v VAR

4, Subnational Government 4 v Y IDB

5. Disaster Resilient PFM v v v v Y DRM Network

6. Insitutional Framework 4 v v Grantham Institute

7. SOE Reporting v v v v v v




Climate-Smart Public Investment Management

Policy, planning, institutions - all need to take account of climate change

Transition

Type

Extreme weather events

Slow onset environmental
change: shift and
disruption of agro-
ecological zones

Too late: continued use of
high carbon technologies
and unsustainable land use
practices

Too early: early adoption
of low carbon technologies
and land use practices

Too messy: poorly planned,
poorly structured changes

Damage and loss of infrastructure.

Stranded assets: no longer appropriate for environmental conditions.
Path-dependency and Lock-ins: cannot adapt to new environmental conditions

Wrong Signaling: does not raise awareness or provide guidance

Stranded assets: costly or redundant when market conditions and/or regulations
change

Path dependency and Lock-ins: chaoices limit options for adaptation to new
technologies

Poor fit: choices are high cost and/or not well adapted to future technologies,
market conditions and regulations

Path dependency and Lock-ins: choices limit options for adaptation to new
technologies

Poor signaling: send confusing signals to households and market and so fail to
provide consistent guidance

Mixed bag of poor fit, stranded assets, lock-ins and path dependency challenges




Climate-Smart Public Investment Management

. . Tools, _
Policy Planning expertise, PIM Reporting &
Programming system financing

» long & medium _
term CC plans > Design » Green bond &
(NDCs, LTS, flexibility statutory
adaptation plans) » Data & requirements
» Landuse plans analytics » asset
especially » Risk management,
important; plus screening, insurance

tools




Expenditure Tagging Methodologies

To ask — why we do this, and are we achieving our goals?

1. Diverse practices — different
methodologies, mitigation focused, negative
impacts not identified.

<

Stocktake
&
consensus
building

2. Varying purposes — expenditure reviews,
- policy & institutional, responding to other

stakeholders, etc.

Does this help: Transparency? Planning &
decision making? Comparison across
economies and over time? Financing?




3. PEFA

Climate Change Responsive Public
Financial Management

Abidjan, Cote d’lvoire
25 February 2020

PEFA Secretariat

www.pefa.org
#PEFA




What is and why use a climate change responsive PFM assessment?

A framework to inform how PFM
systems can support the
implementation of government
climate change actions

P

m

Policy-based fiscal
strategy and budgeting

O Transparency

oH]

d Management
of assets and
liabilities

External scrutiny an

audit budget execution reliability

Accounting and reporting

Climate change responsive budget circular

Does the budget circular(s) require budgetary units to include information on the impacts of their spending
proposals on climate change?

SCORE MINIMUM REQUIREMENTS FOR SCORES
The budget circular requires budgetary units to provide the climate change impacts of new
spending proposals and proposed reductions in expenditures. The budget circular includes
instructions to classify climate change expenditures.

“ The budget circular requires budgetary units to provide the climate change impacts of new
spending proposals and proposed reductions in expenditures.
The budget circular requires budgetary units to provide the climate change impacts of new
spending proposals.
Performance is less than required for a C score.

Budgetary central government

Last budget submitted to the legislature

Scoring & calibration

Each dimension is scored separately.

High level of performance that meets good
international practices

Sound performance above the basic level

Basic level of performance broadly consistent
with good international practices

Either less than the basic level of performance
or insufficient information to score

vocabulary used

implementation

AV7 4

Key elements of the full PFM cycle

o) i ge Consistency in, and convergence on the

Agenda setting on climate change and PFM and
reference for reform design and

% PEFA |

~Hy




Supporting the work of the Coalition - Principle 4

* Close collaboration with the members of the Coalltlon in the 2 0
development of PEFA CCRPFM <

— Technical feedback

— Sounding board members

— Pilots

GREENLAND

S WPEFA | -



3% PEFA |\ oyt steps in the Design of PEFA CCRPFM

January-May 2021

Pilot testing
February-May 2020 July-November 2020 +
Development of CCRPFM Pilot testing Design of guidance for

and corresponding assessment teams, training

guidance materials, case studies

December 2019 June 2020 December 2020 June 2021
Presentation of the : : .
Public consultation Presentation of a .
Presentation of the
proposal for a CCRPFM on the propbosed _ _
Prop revised version to final version to the
supplementary framework the Soundin i
framework to PEFA & Sounding Board
_ _ Board before before
Steering Committee
endorsement by endorsement by

the PEFA SC the PEFA SC



Upcoming Events
Institutional Partners and Country Leads

Activity

Joint 3rd OECD Paris Collaborative on Green Budgeting Expert March 2020
Group Meeting & 1st Workshop of the Coalition of Finance Minster

on Climate Action on Helsinki Principle Four “Macroeconomic

Management and Public Finance

Sustainable Finance (Ireland) June 2020

APEC DRFI Study Course focusing on the elements of Principle 4 in TBD
relation to DRR and CC (Philippines)




