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stract

Macro shocks like COVID-19, geopolitical turmoil and extreme weather events have hit
economies hard. This reduces the funds that can be allocated to new infrastructure and
highlights the need for governments to better manage the assets they already own. From
disastrous failures to heightened corruption risks, the pitfalls of a business-as-usual approach
to public asset management (PAM) are vast. A better approach is effective, proactive, and
digitally oriented. This helps to safeguard against risks and presents major benefits in two key
and interlinked areas. By adopting effective approaches to PAM, states can optimize public
service delivery, which boosts growth and governance, and improves the wellbeing of citizens.
Second, improved PAM unlocks revenues and can significantly increase fiscal sustainability.
Better PAM prioritizes and enhances prospects for green, resilient, and inclusive development.
It also ensures that practices and approaches are both optimized for digital-era demands,
and leverage digital-era opportunities. The assets that governments already own are typically
secluded in the shadows. Yet by adopting a fresh approach, governments can emerge from
setbacks with new resilience, healthier balance sheets and greater prospects for growth.




ecutive Summary

Governments face pressure to provide reliable and equitable services, and to generate revenues
in a way that promotes growth, boosts resilience, and builds wealth and wellbeing. It is possible
for nations to embark and remain on such a pathway to prosperity — but to achieve this, most
states need to do a better job at managing their assets.

This note explores how improved public asset management (PAM) enhances infrastructure
services and unlocks revenues. This can and ought to occur in a way that is green, resilient,
and inclusive — and digitally oriented. Effective, digital-era PAM has several facets. It refers to
‘the way we do PAM’ — in other words, how the management of non-financial assets is enabled
and optimized through modern business processes, data, and design support. Second, it refers
to modernizing the stock of infrastructure to meet digital-era demands, for instance around
connectivity. And third, it calls for improving the valuation, utilization, and management of digital
assets like data, software systems and intellectual property as a category of non-financial public
assets in its own right.

But first, let’s define which assets we’re talking about.

For the purposes of this note, we are referring specifically to/non-financial public assets; such |
as infrastructure, properties, and land. As mentioned, digital systems and data are also growing
in complementary value to physical assets.

Every government is a large holder of non-financial assets. The state of these assets determines
a country’s capacity to effectively deliver services, and forms the cornerstone of every country’s
public sector balance sheet. Yet in nearly every case, both the management of assets, and the
assets themselves, are often secluded in the shadows.

The state of these assets determines
a country’s capacity to effectively
deliver services, and forms the
— cornerstone of every country’s public
447+ sector balance sheet.




What are non-financial public assets?

Public sector balance sheets (PSBSs) give us insight into the health, wealth and resilience of national
economies. PSBSs are composed of assets and liabilities: with the difference between the two reflecting
net worth.

Public assets, in turn, are composed of financial and non-financial assets.

A financial asset is a liquid asset that gets its value from a contractual right or ownership claim, and
includes examples like cash, stocks, bonds, mutual funds, and bank deposits. A non-financial asset is not
traded on the financial markets, and can be tangible (e.g. protected areas, roads or clinics) or intangible
(e.g. brand recognition or intellectual property). On government balance sheets they can be increased
through investments, but reduced through depreciation, destruction, or disposals.

While rights to mineral and energy resources are also considered non-financial public assets, this note
focuses mainly on infrastructure (both ‘bricks and mortar’ examples like bridges and waterways, and
increasingly also digital infrastructure, like data centres and networks), land, properties, and virtual assets,
like information.

What is the value of the public sector's non-financial assets?

Properly accounting for the value of non-financial assets — including infrastructure, properties, land, and
even intangible digital assets — is a challenge for any country. Assets must be accounted for and valued
in monetary terms. Headline measures see these stock values in comparative, per capita US dollar terms
— or as a share of total economy annual gross domestic product (GDP) flows. Key reference practice
frameworks include the International Monetary Fund’s (IMF’s) Government Financial Statistics and the
International Public Sector Accounting Standards (IPSAS).

Figure 1: Public sector balance sheets — global snapshot
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Source: IMF, 2019.



Most governments still have limited information, at best, to show the value of their non-financial assets
— whether from an accounting or a physical asset management perspective. Yet an example like New
Zealand shows that significant progress is possible. Using public sector accounting reforms, the country
attained a solid view of its balance sheet for an accounting as well as a management perspective (see
Ball 2021, 70).

The IMF Investment and Capital Stock Dataset (2022) provides estimates of the general government
capital stock (thus, all the existing physical capital in an economy) for 160 countries for 2019. While these
are on average 80.6 percent, the reported values range from 22.7 percent (Ghana) to 1,216 (Venezuela).

These figures are based on converting historical investment series into capital stocks using the perpetual
inventory method. The perpetual inventory method is a system that tracks and records changes in the
quantity and value of public assets over time, providing an up-to-date picture of their status and value.
This approach is subject to a number of assumptions — including whether the investments are actually
translated into actual asset values. These figures may therefore not capture the true quality of this capital
stock — also given differences in how well investments were made (the public investment management
[PIM] process), or how well the stock is used.

The IMF’s (2019) Public Sector Balance Sheet provides a comprehensive view of public sector assets and
liabilities for 38 countries, covering 63 percent or the global economy, based on the IMF (2014) Governance
Finance Statistics framework. In Georgia, for example, the non-financial assets of the general government
amount to 38.6 percent of GDP. By including sub-national government and public financial corporations,
this increased to 108.1 percent. But, as the IMF (2022, 7) notes: “A major part of the balance sheet are
non-financial assets, such as infrastructure, land, and minerals, where valuations remain less reliable, so
net financial worth remains the more reliable indicator [of net worth].”

Estimating the value of different types of public assets at any point in time can represent various
methodological and data challenges, as states employ differing approaches. McKinsey (2021) provides
a fuller integrated analysis of the balance sheet developments of the world’s 20 major economies. This
suggests that changes in both financial and non-financial assets have significantly impacted headline
numbers associated with this type of data.

The focus of this note is on understanding and boosting the real value of public sector non-financial assets
in enhancing service delivery and revenue performance over time. Integral to this understanding is also
how green, resilient, inclusive, and digitally informed these non-financial assets are. Digital refers to both
the modernization of how non-financial assets are managed, as well as the growing importance of digital
data as an asset.

Balance Sheet

Liabilities Assets




Overview of public sector assets
Non-financial assets encompass a range of assets. Out of the 43 current International Public Sector
Accounting Standards (IPSAS), six elaborate on issues of financial reporting concerning non-financial
assets (12, 13, 16, 17, 27, and 31).

Figure 2: Financial versus non-financial public assets
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Source: Authors, based on Pulsar (2020, 10)

Table 1: Examples of non-financial public assets, per IPSAS

Standard

IPSAS 12 Inventories Military inventories, consumable stores, maintenance
materials, spare parts for plant and equipment, strategic
stockpiles (e.g. energy), stocks of unused currency,
postal services held for sale (e.g., stamps), land and
property held for sales.

Name Coverage/Examples

IPSAS 13 Leases Leases to explore for or use mineral, oil, natural gas,
and-or similar non-regenerative resources; licensing
agreements for such items as motion picture films, video
recordings, plays, manuscripts, patents and copyrights.

IPSAS 16 Investment Properties held by entities for to manage government’s
properties property on a commercial basis.

IPSAS 17 Property, plant and Weapons systems, infrastructure assets, service
equipment concessions arrangement assets.

IPSAS 27 Agriculture Biological assets (animals, crops), agricultural produce.

IPSAS 31 Intangible assets Computer software, patents, copyrights, motion picture

films, lists of users of a service, acquired fishing
licenses, acquired import quotas, and relationships with
a user of a service; heritage assets



‘ere have all our assets gone?

There are several reasons why assets and the way they are managed are marked by underperformance.

First, states typically allocate greater resources and attention to new investments and new asset acquisition, and seldom
give sufficient consideration to their existing stocks. This can be politically motivated. Shiny new investment projects
attract high-visibility opportunities for political grandstanding. In stark contrast to the ribbon-cutting fanfare, maintaining
and mending assets can appear murky and mediocre, and are seen as par for the course.

Similarly, public debate about state finances typically
focuses on the flows of public investment — as do Shi c .
internal budget preparation processes and debates Iny new investment pl'OjeCts

about budget allocation. Rarely is similar scrutiny attract high-visibility opportunities
applied to the management and use of assets that sy .

already exist. (This, in turn, affects the quality of public for polltlcal grandStandmg'
investment management, as new investments need to
take stock of existing assets.)

A second reason is that many governments simply don’t know their assets — including their location, value, state, and
potential. Many non-financial assets are often held by the state as a result of some aspect of historical legacy. They
may never have been acquired in any commercial way. This makes it impossible to effectively care for or manage these
stocks, or to understand what investments are needed to maximize their use.

Many governments simply don’t know their assets —
including their location, value, state, and potential.

Assets are also typically scattered [across/different levels of governments and state-owned enterprises (SOEs). New

investments are increasingly made by subnational governments (40 percent in Organisation for Economic Co-operation
and Development [OECD] countries), which may lack the resources, capacity, or tax prerogatives to finance effective
asset management and maintenance.

A third reason is that PAM has failed to keep up with
the fourth industrial revolution. In many contexts,
processes are either archaic and analogue, or have
been replaced by ineffective digital systems. This
results in a significant and unnecessary drain on
resources, and prevents states from leveraging tech-
enabled opportunities to improve PAM. It also has
implications for how a new generation of assets — which
includes data, information, and virtual systems — is
valued, used, and managed. While digitalization is not
a solution in itself, digital-era practices and approaches
are needed to achieve impact.

The net result is that the assets that governments
already own are typically secluded in the shadows,
where their potential cannot be maximized, and they
gradually lose value.

The net result is that the assets that governments already

own are typically secluded in the shadows, where their
potential cannot be maximized, and they gradually lose value.




The present value of Rome’s Colosseum was recently estimated at €76.8 billion (Bove 2022).
But that doesn’t mean lItaly is about to sell an iconic asset to reduce national debt.

The value of the Colosseum as a public asset was arrived at by considering direct contributions,
such as entrance fees and revenue from events held at the site. Indirect contributions, such as
the economic multiplier effect, were also factored in, including the 47,000 full-time employment
opportunities created by the asset, and the resulting boost to the local economy. The value also
accounts for the significant role the Colosseum plays in generating revenue, both directly and
indirectly, for the tourism industry.

Furthermore, the study accounted for the indirect use value of the asset, which improved the
quality of life of those living or passing regularly near the asset. Finally, it also accounted for the
iconic social value of the Colosseum.

The systematic exercise not only served to generate a better understanding of where value
could be further enhanced, but also how risks could be mitigated. This could include greater
emphasis on investments in digital technology, and boosting its value for Italian culture and
educational outreach.




‘/ond the pandemic: a critical crossroads

There has been no shortage of macro shocks in recent years.— Global shocks such as

the pandemic, major geopolitical events, and extreme weather occurrences are exacerbating an already constricted
fiscal space. Given that this reduces the funds that can be allocated to new infrastructure, these stressors highlight
the need for governments to better manage the assets they already own. Not only are asset performance and service
delivery improved, but states are better able to absorb shocks around climate change and other macro pressures.

As we take stock of the economic, human, and environmental costs of ineffective PAM in the wake of macro shocks,
an urgent rethink is required in the way states invest in, and manage, their public assets. A starting point needs to be to
elevate the case for the value of better PAM.

In this note, we explore in greater detail why governments and partners should adopt an effective, proactive, and digitally
oriented approach to PAM. We also illustrate how governments can achieve this.

An urgent rethink is required in the way states invest in,
and manage, their public assets.




y proactive PAM trumps
‘business-as-usual’

A ‘business-as-usual’ approach to PAM is not a neutral pathway but presents a series of pitfalls
that stand to be worsened by the next global shock, and which will become more costly over
time.

In the extreme, this can lead to disastrous failures. Poor PAM may also undermine the legitimacy
and trust vested in state institutions. Furthermore, it increases corruption risks, as a lack of
transparency over state assets and their management can contribute to an abuse of power
(e.g., in the selling off state land, or in the issuance of tender).

A better approach to PAM is, among others, effective, proactive, and digitally oriented. This can
help to safeguard against risks, and presents major benefits in two key and interlinked areas,
namely:

1. First, by adopting effective approaches to PAM, states can significantly enhance
public service delivery, which in turn boosts growth and governance, and improves
the wellbeing of its citizens.

2. Second, it's good for generating revenues. With improved PAM, states can optimize
public wealth and significantly increase fiscal sustainability.

Better PAM also prioritizes and enhances prospects for green, resilient, and inclusive
development (GRID). It also ensures that practices and approaches are optimized for digital-
era demands, while leveraging digital-era opportunities.

Let's look at each of these in greater detail.



hproving infrastructure services

Public assets come about, or are created, through different means and for various reasons. Some are a byproduct of
a regulatory system (land and business ownership, or patents) or enable complex economic and social logistics and
interactions (such as roads, internet connectivity and access to electricity). Many were created to deliver or support
services.

For much of government, it is impossible to think of service delivery without consideringithe assets involved. Healthcare
systems need hospitals, the education sector needs schools and universities, and public transit systems need buses
and trainlines. Other sectors include administration and judicial services, housing, and social welfare. Governments
have a duty of care to enhance the productivity of a countries’ asset portfolio for future generations. Citizens need to
enforce it, and should be given a voice in the decision-making process.

New perspectives

Using proactive PAM objectives as a starting
point means viewing non-financial assets
from a number of different perspectives.
These could include, for instance, a focus
on a portfolio of assets (e.g., health facilities)
or systems (roads and bridges transport
networks). Holistic, strategic and resilient
service delivery would also mean taking stock
of the overlaps between assets, for instance,
how and where health, roads, and drainage
infrastructure assets intersect.

When assets are not managed well, for example through inadequate or deferred maintenance, this increases vulnerability
to breakdowns in efficient and equitable service delivery, and asset loss. The result is that citizens are asked to pay
higher taxes and shoulder heavier debt than should be necessary — as well as receiving inferior services. In turn, this
can erode trust in governance and public institutions, cause a fraying of the social fabric, and contribute to insecurity
and unrest.

Through better PAM, such a lose-lose scenario can be halted and, in many ways, reversed.

‘Pay me later’ — what happens when maintenance is deferred

Maintenance deferred means (asset) life curtailed — and a lower return on investment. Insufficient and/
or poorly prioritized maintenance expenditures result in reduced infrastructures service quality and short-
term pressures for rehabilitation investments. For major assets such as roads and bridges, they may also
reduce transport safety. Poor asset management in terms of inadequate maintenance also increases
vulnerability to service delivery breakdowns and asset loss in the face of shocks. A poorly maintained
road is less likely to withstand environmental shocks. Lack of maintenance of storm drains can aggravate
flooding in the face of mounting climate change extremes.

This is not specific to developing or emerging countries. Many OECD countries tend to have large and
aging infrastructure assets that require substantial maintenance, and more proactive asset management.
For example, after the collapse of the Genoa bridge in Italy in 2018 during a storm, an assessment
conducted in Germany revealed that more than 40 000 bridges in the country needed urgent maintenance
and repair.
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Macroeconomic stability increases as the adverse effects of external shocks are softened through the provision of well-
structured and robust infrastructure that ensures service continuity in times of crisis. When non-financial state-owned
assets are managed in an effective, proactive, and digitally oriented manner, citizens’ wellbeing can also be improved
significantly through the effective provision of critical services. It's good news for accountability, transparency, and
governance, and helps to keep taxes lower. The effective, equitable and continued provision of essential economic
infrastructure such as roads, telecommunication networks, and access to potable water also unlocks opportunities for
sustainable growth.

When non-financial state-owned assets are
managed in an effective, proactive, and digitally

oriented manner, citizens’ wellbeing can also be
improved significantly

Poor PAM: when society foots the bill

Natural hazards not only damage assets and strain public budgets, but also disrupt services with
significant impacts on households and economic activities (Hallegatte 2019, 2). The direct costs of public
infrastructure structure losses or disruptions to government typically pale compared to those borne in
consequence by society. It is estimated that “... in low and middle-income countries, direct damages from
natural hazards to power generation and transport alone cost $18 billion a year... but the disruptions to
services cost households and firms at least $390 billion”.




‘)sting revenues, reducing debt

The pandemic and climate change have battered economies and increased fiscal pressures around the world, but
through effective, proactive, and digitally oriented PAM, governments can unlock significantly underutilized opportunities
for generating revenue.

Public debt financing may be a short-term cyclical response, but revenue optimization will be critical for financing
sustainable public service delivery and contingency demands over time.

There are many ways to achieve this, but let’'s consider a few.

Various studies show, for instance, massive untapped potential in the more efficient use of public properties and land
— both within the public sector as well as in partnership with the private sector. Whether applied to land or other asset
classes, public-private partnerships (PPPs) also offer a way for national and sub-national governments to generate
revenue from assets — under the condition that the value proposition has been adequately assessed.

Privatizing government assets is another way to raise finance.
As a transaction, this replaces one asset (a business or physical :
asset) with another (cash). The cash can then be applied for Whether applied to land or

different purposes, including investment in new assets. It may not other asset classes public—
be necessary to sell real property to generate cash: other ways :

include consolidating government occupancy and renting to other prlvate part“erSh'ps offera way
commercial occupants, or charging for the air and exposure use for national and sub-national
associated with some assets. This is done on city rail systems governm ents to gen erate

and airports, for instance. Another option is the
—Vvacant land owned by the government and partnering with the revenue from assets

private sector for commercial and residential uses.

Net fiscal benefits could also flow from more efficient user charge collection, e.g. through improved billings and
collections systems for services delivered. This depends on the quality of the service, as well as the willingness and
ability to collect those revenues. Enhanced profitability can also stem from reducing generation-plant downtime through
maintenance planning (increasing volume sold), and from making capital spending more efficient (reducing capital
acquisition costs). Not only can this help to offset expenditures associated with the costs of provision, but a real rate
of return on assets in service should also support the generation of a surplus, which can fund a dividend stream to
government and other shareholders.

Many opportunities for boosting revenues are hampered by a lack of clarity and valuation and a political reluctance to
charge. A starting point for many ministries of finance is simply to know which assets they have, what their market value
is or how to incentivize their use more efficiently (see ‘Information’ below).



‘ocking green, resilient, and inclusive development

Extreme weather events are becoming more frequent and severe, and increasingly expose the vulnerability of public
infrastructure assets. This means assets must be made more climate resilient, but that often entails additional capital
or operational costs. Against a constrained fiscal backdrop characterized by a rising public debt burden, proactive PAM
is an opportunity to implement a carefully calibrated transition towards climate resilience. Although this may include a
higher upfront investment, this approach is more cost effective in the long term.

Asset destruction, breakdowns in services, and significant public sector liabilities occur_This

adds urgency to the need for an improved approach to PAM. Climate change poses uncertainties concerning likely
environmental stresses on assets, as well as the service delivery demands of assets.

Better PAM, on the one hand, will enable adaptations that allow assets to withstand weather extremes for longer
durations, which means assets are more resilient. A resilient asset performs optimally and ensures better value and
reliability of services and revenues. It can accommodate or quickly recover from severe climate events, which reduces
the likelihood of damage or irreversible impact, and extends asset life (see UN 2021).

Factoring in climate change in asset management therefore helps to safeguard investments and protect financial outlays,
as governments also reduce the need for costly retrofit while acquiring greater value from infrastructure investments.

Better PAM will enable adaptations that allow assets
to withstand weather extremes for longer durations

Climate change is also making more urgent the transition towards carbon-neutral economies. As this shift gains much-
needed traction, the impact on the life cycle and value of assets is also becoming more significant. While climate-friendly

assets such as solar power will be gaining in value, more carbon-intensive energy or infrastructure assets will lose value
or even becomeﬁ

Building climate resilience in assets begins at the planning and design stage, with climate horizons and resilience
aspects included in PAM policies, asset management plans, service definitions, and asset performance measurement.
Likewise, maintenance strategies and plans should
include specific allowance and adaptation measures
to address items that limit impacts from climate
change.

In this way, states can also be optimally supported
in their nationally determined contributions and long-
term low carbon transition strategies. It also means
that assets which harness natural resources can be
designed to do so through green investments, which
are more sustainable. Decarbonizing public sector
assets can make a significant contribution to meeting
climate mitigation targets.




‘ital lag: Why modern-era PAM is overdue

Rapid changes in technology have long necessitated a shift in how governments think of non-financial assets and
liabilities. The longer states take to implement a digitally oriented approach to PAM, the more expensive it becomes:
both in terms of opportunity costs, and the investment required to catch up to modern, digital-era practices, policies and
approaches.

Digital-era PAM calls for transformation in three key aspects.

First, as mentioned above, states can effectively digitalize administrative processes. The development and implementation
of digital systems must occur with the end user in mind, rather than being relegated to information technology (IT)
experts and departments . Sufficient and ongoing user testing must form part of this conversion to drive adoption.

Second, governments can proactively pursue innovative opportunities whereby technology can improve PAM. Digital
platforms and data can and should serve as important tools to deliver better PAM decision support and value. Technology
can, for instance, assist greatly in monitoring the access to, use and performance of physical assets, and can help to
measure and anticipate exposure to climate risks. Doing so can reduce costs, and makes good sense for modern-era
PAM. In the process, human resources are also freed up to be directed more effectively.

Third, states can take stock of how the digital revolution has putincreased demands on different asset classes. Traditional
public infrastructure asset concerns have been heavy on concrete and steel. In recent times, governments have had to
catch up on their digital infrastructure. They also need to explore and utilize intangible assets like digital data, software,
and technology patents as an increasingly prominent and even dominant asset class.

These trends are clear if looking at the balance sheets of global technology giants such as Google and Facebook, as
well as the platform economy that derives value simply by better leveraging existing physical assets, without investing
in them (e.g., Uber and AirBnB). As the World Bank’s 2021 World Development Report suggests, the fact that data is a
non-rivalrous good that can be repeatedly used in different ways can endow it with significant public-good value.
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do we get there?
ouchstones towards proactive PAM

It starts with taking responsibility

Elevating PAM from the shadows demands a new sense of urgency, momentum — and
leadership. Proactive PAM is challenged by bottlenecks such as a lack of data; insufficient
policy frameworks; a lack of integration in planning; and a rapidly changing environment. These
issues are often relegated to different technical specializations, but a critical mass of attention
and will is needed to map these bottlenecks against expected results, and in turn address them.

A PAM policy and reform strategy can build common understanding and consensus, and a robust
institutional coordination mechanism is critical for its implementation. Such a mechanism needs
to have high-level buy-in (at minister or secretary level), and include all critical stakeholders
(finance, planning/investment, comptroller general, home affairs [for sub-national governments],
environment [climate], technology and select sectors).

Effective PAM has a lot to do with
caring for the assets we already have,

and making sure we know enough
about them to make good decisions




‘ to know your assets

For PAM to be effective, officials need detailed data on the condition, value, and potential of public assets to make
informed decisions, prioritize maintenance efforts, and identify opportunities for efficient use. In this way, PAM can
support sustainable recovery and put countries on a pathway to wealth, resilience, and wellbeing.

However, a major challenge is that governments or sectors often do not know their assets, their condition, value or even
their ownership. This can lead to duplications, or the underfunding of maintenance or refurbishment costs that could
increase assets’ life span and resilience. It can also curtail the economic benefits of the assets’ infrastructure network.

Knowing the extent, state, and location of all key physical assets is therefore a starting point for a better PAM. This
means that first and foremost, governments need to use and maintain asset registries and asset maps to make sure
they know what assets they have. Registers must be accurate, comprehensive, and updated regularly. They should also
include the value of most nonfinancial assets, which must also be frequently re-evaluated.

Asset registers also provide important non-financial information for public sector decision-making — such as type, nature
or physical condition, and replacement schedule. For example, for revenue purposes, a building block for revenue
recovery and capital charging is with information about the current state of specific assets.

Responding to current demands and futureproofing service delivery capacity, administrative and operational entities are
also required to track the condition and deterioration of assets in the provision of services or public goods. Proactive
management may, for example, involve getting rid of assets that are not working for citizens and replacing them with
functional, effective, and sufficient assets.




‘rventions: seven signposts and red flags

Data is a necessary starting point towards innovative,
effective, and proactive PAM. However, adequate data alone
will not automatically lead to the benefits described above.
Below, we consider seven key signposts, or elements that
can be considered hallmarks for more proactive, effective,
and digitally oriented PAM. We also identify some ‘red
flags’ — or commonly encountered pitfalls.

Signpost #1

Having an effective legal and regulatory framework is a cornerstone for effective PAM, as laws
and regulations establish public authority over public fixed assets.

Red flag: These frameworks often focus unduly on budgeting (flows), rather than the stewardship of
the assets under control of government agencies. To institutionalize effective, modern PAM, it may
be necessary to update legal frameworks.

Signpost #2

An integrated and practical asset management policy and roadmap is an important step to
address a disconnect between policy and practice.

Red flag: Typically, the surrounding legal and regulatory framework is fragmented, as a policy and
roadmap fulfil a cross-cutting function that should include everything from planning, public investment
and accounting to climate change strategies, disaster risk management, and decentralization
frameworks. There are also multiple objectives to consider, including optimization, valorization, and
accountability. These complexities must be acknowledged and addressed for an asset management
policy and roadmap to be close the gap between policy and practice.

Signpost #3:

The effective maintenance of assets is core to effective, proactive and digitally oriented PAM. Assets
can exist for a lengthy period of time and are intended to be productive and profitable throughout.
To achieve this, assets require adequate care across their life cycle: not just the inception, creation,
or disposal phases.

Red flag: The largest losses from poor PAM tend to be more slow brewing and initially inconspicuous.
A classic example is deferred asset maintenance. While relative neglect of asset maintenance may
not reveal itself in the short term, the impacts are likely to be more deleterious over the medium to
longer term. Asset maintenance also tends to be underfunded. Reasons can include political (and
donor) bias; a disparate approach (across different agencies); a lack of accurate and timely data on
the condition of assets, and the costs associated with maintenance. That is why this note calls for a
more integrated and data-driven approach.

Signpost #4:

For PAM to translate into optimal fiscal benefits, government need to pay more attention to pricing
and charging. Many assets can be charged to recover full costs, including opportunity costs, which
can generate revenue from those who are willing to pay. At the same time, governments need to
ensure that charging is consistent with service delivery and inclusion objectives. For example, while
changing for COVID-19 tests would have made sense from a cost-recovery point of view, it clearly
would not have made sense from a public health or equity perspective. Conversely, encouraging
revenue generating commercial activity in transportation hubs may make sense in providing a return
additional to that made by the transportation system.

Red flag: While pricing and charging can often be improved across all types of assets, the value of
digital assets can be the least explored and optimized.
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Signpost #5:

States should consider portfolio as well as individual assets. The diversity of the assets held
by government means that there can be portfolio effects. That is, when some assets increase in
demand (or value), others may reduce; or when some see a rise in their service use (such as health
clinics), others may be in decline (primary schools).

Red flag: To optimize assets’ usage in this way (as AirBnB is doing), it is important to project
service demand (both public and private).

Signpost #6:

Enhancing the climate resilience of assets should also be embedded in a strategic approach
to planning, viewed in the context of the system as a whole. Planning should be informed by
assessments that identify the most serious climate risks (e.g., flooding, rising sea levels), as well
as national climate mitigation goals (e.g., forest cover, mangroves, and natural dikes). These
considerations should guide the prioritization of the most critical assets, whether new assets are
needed, and the upgrading of existing assets.

Red flag: Climate considerations should be incorporated in planning frameworks and processes,
but beyond that, systematic climate risk and impact screening must be mandated for large
infrastructure assets and areas at risk (flood plains, river basins, coastal areas). Another frequently
overlooked area is having in place robust information systems. Sufficient information, based on
complete, reliable, and geospatially referenced data points, should be used to limit exposure to
hazards and curb climate impact on assets.

Signpost #7:

Digitally oriented PAM can be mainstreamed in a cross-cutting manner. To reap the benefits
of a proactive approach to PAM, management instruments, systems, and processes must seize
the opportunities presented by technological innovation. This is critical to enable internal planning
processes and guidelines to automatically factor in up-to-date information on assets.

Red flag: Digital systems are often developed without sufficient input from the end user. Modernizing
PAM calls for creating and implementing effective and user-friendly digital platforms that are
actually applied for decision support in the public sector. This is vital if national and sub-national
governments are to overhaul a business-as-usual, paper-based, and bureaucratic management of
public assets.
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.lanced institutionalization

While the interventions outlined above can act as pragmatic entry points to align relevant stakeholders and deliver
results, better PAM must be institutionalized in an ongoing manner as governments think through existing and emerging
challenges. Successful and sustained improvements in PAM will hinge on the ability of advocates to articulate clear
driving business cases, along with leadership to be able to demonstrate tangible results. Again, PAM cannot be deferred
to individual disciplines such as accountants, engineers, or finance officials, but requires a whole-of-public-sector
approach to emerge as a critical mass of cross-disciplinary skills and efforts.

Better PAM must be institutionalized in an ongoing

manner as governments think through existing and

emerging challenges
‘cessful PAM: A matter of metrics

To reap and build on the benefits of effective, proactive, and digitally oriented PAM, we also need to get better at
measuring how successful we are at investing in and managing our assets. PFM benchmarks, including with their
growing attention to climate change, are an important entry point. But building greater momentum for a new generation
of proactive PAM measures hinges on clearly communicating the tangible service delivery and revenue mobilization
benefits (and costs).

Beyond traditional service delivery and revenue mobilization motivations, governments across the global are increasingly
under pressure do demonstrate ways in which they are green, resilient, inclusive, and digital.

This note has set out how improved PAM can enhance infrastructure services and unlock revenues. This can and ought
to occur in a way that is green, resilient, and inclusive — and digitally oriented.

This note is intended to create awareness of the immense benefits that governments stand to unlock by adopting a
proactive, effective, and digitally oriented approach to PAM. Climate change and COVID-19 have amplified the call for
a new perspective on public asset management. By adopting a fresh approach, governments will emerge from these
setbacks with greater resilience, healthier balance sheets and better prospects for growth.

Climate change and COVID-19 have amplified the call

for a new perspective on public asset management
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