INTERNATIONAL MONETARY FUND

IMF POLICY PAPER

memssssm———— STRENGTHENING INFRASTRUCTURE GOVERNANCE
December 2021 FOR CLIMATE-RESPONSIVE PUBLIC INVESTMENT

IMF staff regularly produces papers proposing new IMF policies, exploring options for

reform, or reviewing existing IMF policies and operations. The following documents have
been released and are included in this package:

e The Staff Report, prepared by IMF staff and completed on December 3, 2021 for the
Executive Board's consideration on December 9, 2021.

The IMF's transparency policy allows for the deletion of market-sensitive information and

premature disclosure of the authorities’ policy intentions in published staff reports and
other documents.

Electronic copies of IMF Policy Papers
are available to the public from
http://www.imf.org/external/pp/ppindex.aspx

International Monetary Fund
Washington, D.C.

© 2021 International Monetary Fund

©lInternational Monetary Fund. Not for Redistribution


http://www.imf.org/external/pp/ppindex.aspx

INTERNATIONAL MONETARY FUND

]
December 3, 2021

STRENGTHENING INFRASTRUCTURE GOVERNANCE
FOR CLIMATE-RESPONSIVE PUBLIC INVESTMENT

EXECUTIVE SUMMARY

Countries have committed, through the Paris Agreement and the Sustainable
Development Goals (SDGs), to pursue climate targets and policies that would limit
global temperature rise to well below 2 degrees Celsius, compared to pre-industrial
levels. A shift toward green public investment will help to mitigate greenhouse gas
(GHG) emissions. In addition, substantial public investment will be necessary to build
public infrastructure that makes economies more resilient to climate change and
related natural disasters.

Climate change mitigation and adaptation challenges thus compound preexisting
needs for public investment to foster the economic recovery from the pandemic and to
meet the SDGs in a broader range of areas, often in a context of limited fiscal space.
Against this backdrop, a priority for all countries is to manage their public investment
efficiently and effectively. To help countries improve the institutions and processes for
infrastructure governance (the planning, allocation, and implementation of public
investment), the IMF developed in 2015 the Public Investment Management
Assessment (PIMA), which has already been applied in over 70 countries. However, the
current PIMA does not provide a sufficiently tailored assessment of how public
investment management can support climate change mitigation and adaptation.

To fill this gap, the present paper introduces a new module to the PIMA, the
“Climate-PIMA" (C-PIMA), whose goal is to help governments identify potential
improvements in public investment institutions and processes to build low-carbon and
climate-resilient infrastructure. The C-PIMA is designed around five pillars of public
investment management that are key for climate-smart infrastructure: planning,
coordination across government, project appraisal and selection; budgeting and
portfolio management, and risk management. The C-PIMA also provides prioritized
recommendations to strengthen climate-responsive aspects of infrastructure
governance. The C-PIMA has been tested in eleven countries, providing early lessons on
its efficacy.
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