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Agenda

1. Introduction: Green Public Finances and Pricing Instruments in German Development 

Cooperation

2. Break-out Sessions 

• Carbon Pricing Impact Calculator

• Water tariffs in Costa Rica

3. Plenary Discussion

4. Closing
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Green Public Finances and Pricing Instruments in 

German Development Cooperation
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➢ Climate change, ecosystem degradation and environmental pollution are increasingly threatening 

people’s livelihoods in all GIZ partner countries.

➢ Global momentum to act on climate change is growing, especially emerging economies have set 

ambitious climate and environmental targets → financing gap

➢ Several developing and emerging countries are facing tight fiscal space (exacerbated by Covid pandemic, 

energy crisis and inflationary pressure). Sovereign debt levels have increased. 

➢ Public finances and incentives are often not aligned with climate and environmental objectives.  

Why does GIZ work on green public finances?
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Case for green public finances:

It is seen as normal that non-sustainable economic activities are cheaper than

sustainable ones…
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fuels
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Air travel Train travel

Conventional

agriculture
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agriculture

vs.

vs.

vs.
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• (1) The value of an intact environment is

not reflected in economic and policy

decisions.

→ Environmental damages are not reflected in prices

→ Negative externalities

→ Economic and policy frameworks foster

environmental destruction

• (2) Often, current policies and subsidies

favour harmful status quo economic

practices

… but this is the result of market failure!
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The Solution through triple-win

Greening public finance: Reforms of taxes, fees, subsidies

Economic dimension

• Mobilizes urgently needed domestic 

resources, increase fiscal space

• Can create incentives for ecological 

modernization and innovation for 

industries of the future

Environmental dimension

• Incentives for environmentally 

sustainable behaviour

• Mobilizing resources for 

environmental protection

Social dimension

• Socially just design (Just 

transition) essential

• Various social benefits, i.e job 

creation, health, food security
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• A carbon price is a surcharge (tax) on goods and services in equivalence to carbon 

emissions associated to their production, distribution and use:

➢ Carbon tax: Upstream tax on fossil fuels (gasoline, diesel, natural gas, coal) 

according to their specific carbon content.

➢ Emissions trading system: Issuing limited number of permits to emit carbon 

emissions. Emitters may trade permits which results in a carbon price.

• Carbon pricing is a cost-effective instrument.

➢ Providing an economic incentive to reduce high-carbon fuels and technologies.

➢ Providing an economic incentive to invest in cleaner technologies by adjusting 

relative prices.

➢ Establishing the “polluter-pays-principle”.

➢ Raising revenues, which can be used for compensation.

Example: Carbon pricing to internalize pollution costs (I)

In 2023, instruments for carbon pricing 

cover only 23% of emissions globally (WB 

2023).
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Example: Carbon pricing to internalize pollution costs (II)

The Challenges… 

• In short-term carbon pricing 

increases costs of goods 

and services to consumers 

• Carbon pricing can be 

regressive and impact low-

income households more 

than high-income 

households, even if the 

former use less energy

• Policy makers are hesitant 

to introduce additional 

taxes/pricing instruments

• Opposition by different 

actors: civil society, private 

sector, policy makers

The approach…

• Introducing a socially 

just carbon price 

requires 

comprehensive data 

collection and analysis, 

information 

dissemination, 

knowledge exchange 

and communication

Our solution…

EM “Supporting socially 

responsible carbon pricing”

Output 1:  

Digital Interactive Tool

(Carbon Pricing Incidence

Calculator)

Output 2: 

Policy Recommendations on 

design of a socially accepted

CO2-price in two pilot countries

Output 3: 

Dissemination of Tool and 

experiences from pilot

countries within international 

networks



24.11.2023 10

Green revenue policy

▪ introduction of green taxation and levies (carbon pricing, waste management fees,…) and incentives for 

promoting a green economy

▪ identification and reduction of harmful tax expenditure

Green budgeting (planning, execution and evaluation) 

▪ integration of national climate and environmental strategies into medium-term expenditure frameworks 

and annual budgeting

▪ strengthening transparency, monitoring and evaluation of public expenditure on green policy objectives

▪ green public procurement

Other Green Public Finance Instruments

Consideration of transitional and physical risks in fiscal planning

▪ Identification and assessment of environmental and climate-related risks on public finances 
and fiscal stability

▪ Integration of risks into medium/long-term expenditure planning, development of risk 
management systems, etc.
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GlZ Engagement on Green Public Finance

Morocco: Just Transition –

economic instruments for NDC 

implementation; Environmental 

Prgramme Morocco (PGPE)

Namibia: Climate Change 

and Inclusive Use of 

Natural Resources, Green 

Budgeting

Zambia: Good Financial 

Governance including

envrionmental tax reform

Algeria: Improved 

implementation of 

environmental tax 

legislation (ALFEN)

Burkina Faso: Strengthening 

of Good Financial Governance, 

Green Budgeting

OLACEFS: 

Strengthening 

external financial 

control, 

environmental 

audits

Mexico: German-Mexican 

alliance for climate protection; 

Preparation of an Emissions 

Trading System (ETS)

SICA states: Good financial 

governance for a green and 

inclusive economic recovery 

in the countries of the Central 

American Integration System

Indonesia: Strengthening 
carbon pricing mechanism 
and fiscal framework for 
energy transition and climate 
finance

Viet Nam: Programme 

Macroeconomic Reform -

Green Growth; SHIFT 

focuses on private and 

public finance for a green 

transition

Ukraine: Support for the 

establishment of an emissions 

trading scheme (ETS) in Ukraine.

Chile: Decarbonisation

of the Chilean energy 

sector

China: Sino-German Cooperation 

on Emissions Trading, Market 

Mechanisms and Mitigation of 

Industry-Related N2O Emissions

Green Economy 

Transformation:

Support to Costa Rica and 

Indonesia in developing 

environmental fiscal reforms; 

Green Fiscal Policy Network

Global Carbon Market: 

Supporting public and private 

decision-makers in developing 

and applying carbon market 

instruments

Ghana: Good 

Financial 

Governance, 

Green Fiscal 

Policy 

Strategy

Costa Rica: Water 

Resource Protection Tariff
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Break-out Session 1: The Carbon Pricing Incidence Calculator (CPIC)
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• Planning for climate-resilient 

water sector

• Resource mobilization for water 

security and eco-system-based 

adaptation

Break-out Session 2: Innovative resource mobilisation for water, 

biodiversity and climate adaption: The Costa Rican Water Protection Tariff
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Deutsche Gesellschaft für 

Internationale Zusammenarbeit (GIZ) GmbH

Registered offices

Bonn and eschborn, Germany

Friedrich-Ebert-Allee 32+36 Dag-Hammarskjöld-Weg 1-5

53113 Bonn, Germany 65760 Eschborn, Germany

T +49 228 44 60 – 0 T +49 61 96 79 – 0

F +49 228 44 60 – 17 66 F +49 61 96 79 – 11 15

E info@giz.de

I www.giz.de

mailto:info@giz.de
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