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Disclaimer: Any views expressed on the slides and during the discussion are my own and may 

not in any circumstances be regarded as stating an official position of the Commission.



EU committed to the twin green- digital transition
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❖ Key European 

Commission priorities: 

European Green Deal  and 

EU digital strategy

❖ Requiring an additional 

EUR 650 billion annually 

up to 2030 in the EU, 

mostly privately funded

❖ Still, public investment to 

play a key role

60%20%

20%

EUR 650 BILLION 

Climate and energy Environmental Digital

390 billion
130 billion

130 billion

Source: SWD(2020)98 final



The Recovery and Resilience Facility: strong 
green and digital focus
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❖ EU’s (temporary) policy 

response to the Covid crisis, 

worth EUR 723 billion

❖ Includes 37% green and 20% 

digital targets

Source: https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html
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Key work streams at the COM Services level
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❖ Green Taxonomy/ Sustainable Finance Strategy

❖ InvestEU

❖ Efficiency of Public Investment Management

❖ Disaster Risk Management and an EU Climate adaptation strategy

❖ Green budgeting
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Climate Action Tracker: warming projections based on targets & policies



Carbon dioxide emissions from developed fossil fuel reserves, 

vs climate budget(s)



Source: Doubling Back and Doubling Down: G20 Scorecard on Fossil Fuel Funding (2020)

Tracking government support across all stages of fossil fuel production and use
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Infrastructure as a Stimulus

Stimulating economic 
activity 

Assisting 
distressed 
businesses

Getting 
Individuals 

Back to 
Work  

Infrastructure 
Investment

Clean Growth

Employment 
Equality

Governments need to boost the economy through infrastructure investments with an environmentally 
friendly focus and adequate workforce training

GOVERNMENTAL NECESSITY SOCIETAL DEMANDS OBJECTIVES

Infrastructure spend is a 

medium-term fiscal stimulus –

good infrastructure required to 

underpin any economy

Infrastructure is an excellent 
platform for Private Sector 

Participation – Finance, 
Expertise and Efficiency

Project Prioritization required to 
deliver shovel ready projects –
create an immediate economic 

impact

Deliver infrastructure for new 
post-COVID economy – new 

definition for ‘Essential Assets’

Infrastructure can create 

significant employment
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The Direct 
Employment Impact 
of Public Investment
JANUARY 25, 2022
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▪ Contribution to Chapter 2: “Public Investment for the Recovery”  and Online Appendix 2.4

▪ Special thanks to David Amaglobeli, Raphael Espinoza, Paolo Mauro, and Cathy Pattillo for comments and 

suggestions, to Mouhamadou Sy for sharing his dataset, and to Juliana Gamboa and Riki Matsumoto for 

priceless research assistance
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▪ IMF Working Paper and “Chart 

of the Week” blog

▪ Ample press coverage 

▪ Disclaimer: No relation between 

the frontpage news ;)
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Background and key question

▪ COVID-19: record-high unemployment, ~495 million FTE jobs 

lost in 2Q2020 (ILO 2020, September) 

▪ Public works programs: Great Depression, ARRA...

▪ How many jobs can be created by increasing 

public investment?

► By sector

► By income group

►Parametrized with labor intensity and labor mobility
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Overview

▪ Scope

► Education/health, electricity, roads, and water & sanitation 

► AEs and EMEs; extrapolation to LIDCs

micro

macro

4 sectors, 

3 groups

▪ Methodology

► Public works contracted to construction companies (rarely government payroll)

► Large micro panel of construction companies: 1999-2017, +48k observations

► Estimate employment impact per US$1 million invested

▪ Results

► Δ US$1 million → 3–7 jobs in AE, 10–17 jobs in EME, and 16–30 jobs in LIDC

► Green investment and R&D component → higher employment effect

► 1% of GDP in public investment → +7 million jobs worldwide
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Summary—Job content per US$1 million
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Welfare and political economy considerations

▪ State-Owned Enterprises (SOEs) 

► 3% of labor force, on average 30% higher job intensity than private firms 

▪ PPPs not panacea for limited fiscal space

► ≠ “free” money: pecking order driven by profitability and enforcement of property rights

► Fiscal space ↔ state capacity necessary for effective regulation

► ... but if no fiscal space, state capacity likely weak too → private sector unlikely to fill void

▪ Policies on greening the recovery ought to be carefully designed to avoid backlash

► Short-term labor intensive (Garrett-Peltier 2017); but not all (Popp et al. 2020)

► Some green investment also not job rich in the long term and require specific skills

► Green investment = global welfare gains (Hicks-Kaldor); debatable Pareto efficiency for LIDCs
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Thank you!


