
Public Sector Program, Subprogram 2 (RRP RMI 43321-023) 

 

SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY 
 
Country: Republic of the Marshall 

Islands 
Project Title: Public Sector Program, Subprogram 2 

    

Lending/Financing 
Modality: 

Policy-based loan (cluster) Department/ 
Division: 

Pacific Department/Urban, Social 
Development and Public Management 
Division 

    

I. POVERTY ANALYSIS AND STRATEGY 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy  

The Republic of the Marshall Islands (RMI) does not have a current national poverty reduction strategy; however, the 
Asian Development Bank (ADB) undertook a participatory poverty assessment in 2003.

a 
That assessment noted that 

priority interventions sought by the poor included better delivery of essential public goods and services, and more 
jobs and other income-generating opportunities. ADB’s Pacific Approach serves as the country partnership strategy 
for the RMI.

b
 The Pacific Approach endorses the findings of ADB’s Priorities of the People: Hardship in the Pacific 

series as remaining relevant today. The series consistently prioritized the need for (i) more jobs and private markets 
to create income opportunities, (ii) delivery of basic social services, and (iii) stronger governance. These findings are 
consistent with the priorities of the Pacific Plan and that of other major development partners.

c
 

B. Poverty Analysis Targeting Classification: General intervention 

1. Key issues. Income poverty in the RMI is greater in the outer islands than in the major urban centers. The 

real issue, though, is the lack of economic opportunities, employment, or access to capital and technology, as well as 
the high cost of interisland transport and the formidable challenge of initiating longer-term sustainable and inclusive 
growth. The gross domestic product, budget, and balance of payments depend on foreign grants and transfers, 
especially under the Compact of Free Association with the United States (US). The real economy is centered on the 
service sector, with productive sectors like agriculture, industry, construction, and energy playing relatively minor 
roles. The public sector dominates the economy and its growth, leaving the private sector to play a secondary role. 
With the gradual decrease of Compact grants and the potential for declining wage income from the US military base 
in Kwajalein, economic prospects and poverty trends are likely to worsen unless the government carries out fiscal 
and public sector reforms. The diversification of the economy and a dynamic environment for private sector growth 
will open up opportunities for income and employment growth; however, more opportunities need to flow to the outer 
islands, where many of the poor live. 

2. Design features. The program will contribute to poverty reduction in several ways. First, more rigorous 

fiscal management will reduce fiscal deficits; improve capacity to deal with external shocks; and create a foundation 
for sustainable, equitable, and inclusive pro-poor economic growth. Second, revenue enhancement will enable the 
government to make transfers to the Compact trust fund, allowing a smooth transition to the post-Compact era, which 
could otherwise create social and economic tension as public expenditure and employment shrink and poverty and 
deprivation worsen. Third, improving the efficiency of state-owned enterprises (SOEs), especially Marshalls Energy 
Company, will reduce the burden that cash transfers place on the budget, and make additional resources available 
for development. 

C. Poverty Impact Analysis for Policy-Based Lending 

About one-fifth of all households in the RMI live below the international poverty benchmark of $1 a day, with poverty 
deepening in the outer islands and parts of Majuro and Ebeye. Poverty seems to have worsened since 2007 in both 
urban and rural areas under increasing social and economic pressure, magnified by worsening macroeconomic 
indicators such as a budget deficit, a debt crisis, transfers to SOEs, and inflation. The problem is acute in the outer 
islands, which are isolated and disconnected from the mainstream, with extremely limited economic opportunities and 
access to capital, and poor service delivery, especially in health care and education. The primary gain in the short-to-
medium term will be a stronger budgetary situation and better service delivery and, over the longer term, greater 
developmental effectiveness in the public sector. Improvement in the budgetary situation will come primarily from two 
program components: (i) increased revenue through the implementation of a new tax policy; and (ii) a cap on the 
growth of government current expenditure, in particular subsidies and civil servant wages. Greater efficiency and 
effectiveness in the public sector will lift the quality of education and health care, which currently absorb about half 
the budget. Developmental results will come from the sustainability of public services and increased or at least 
sustained public investment. 
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II. SOCIAL ANALYSIS AND STRATEGY 

A. Findings of Social Analysis 

Key issues. The primary beneficiaries are the people of the RMI, who will benefit from long-term fiscal sustainability 

of the government. The public sector dominates the economy and its growth, leaving the private sector to play a 
secondary role. Given the gradual decrease of Compact grants, economic prospects and poverty trends are likely to 
worsen unless the government carries out fiscal and public sector reforms. The diversification of the economy and a 
dynamic environment for private sector growth will open up opportunities for income and employment growth, 
including in the outer islands, where many of the poor live. The program will help mitigate some of the negative social 
impacts that arise from the immediate difficulties the government is facing and the resulting fiscal prudence. ADB’s 
grant for Social Protection of the Vulnerable in the Pacific provides direct support to the vulnerable in the Marshall 
Islands.

d
 

B. Consultation and Participation 

1.     Provide a summary of the consultation and participation process during project preparation. 

A consultation and participation program was started under subprogram 1 and continued under subprogram 2.
 
Project 

preparatory technical assistance under subprogram 1 assisted the government in carrying out public consultation, 
bringing together stakeholders from the government, civil society organizations, academia, the private sector, and 
youth groups in six sessions. Open debate on a wide range of issues brought out significant information, opinions, 
insights, ideas, and recommendations. All consultations were bilingual. Each session covered the economy, fiscal 
and economic trends and outlook, and policy options and actions. A strong consensus emerged on key points related 
to ongoing economic difficulties, a period of uncertainty that is likely to persist over the next few years, the necessity 
of adopting serious reform measures to deal with imbalances, and the imperative that the cabinet and Parliament 
take the lead in this reform process. 

2.     What level of consultation and participation is envisaged during the project implementation and monitoring? 

        Information sharing     Consultation       Collaborative decision making       Empowerment 

3.     Was a consultation and participation plan prepared for project implementation?  Yes  No 

C. Gender and Development                  Gender Mainstreaming Category: No gender elements 

1.   Key issues. As caregivers of families and conduits for handing down land rights, women play a pivotal role in 

Marshallese society. Traditionally, many women practice weaving and medicine. Women’s participation in public life, 
the civil service, nongovernment organizations, Parliament, local government, and other spheres is increasing, 
though slowly at times. There is a distinct male bias in education, employment, and compensation. Gender parity 
has been achieved in completed primary education but not so in secondary or tertiary education. Nonetheless, the 
RMI has made significant progress in improving female primary and secondary educational attainment, and in 
participation in wage labor. The outstanding issues are the status of female health, as well as the impact of nuclear 
radiation on affected women and children, violence against women and girls, limited access to reproductive and 
sexual health-care and family-planning services, and a rising incidence of teenage pregnancy. 

2.   Key actions. The consultation and participation program that was started under subprogram 1, and continued 

under subprogram 2, has involved local women’s organizations. In a general sense, women will benefit from the 
elements of the program design that contribute to poverty reduction (see section B above). In addition, ADB’s grant 
for Social Protection of the Vulnerable in the Pacific, which is supporting the RMI ($1.2 million of the $3 million grant 
is allocated to the RMI), does contain gender targets.

d
 However, gender elements were not a feature of the original 

program design in 2010 (which is based on the government's own public sector program), and accordingly 
subprogram 2 has a no gender elements classification. 

       Gender action plan       Other actions or measures      No action or measure 

III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

Issue 
Significant/Limited/ 

No Impact 
Strategy to Address 

Issue 
Plan or Other Measures 

Included in Design 

Involuntary resettlement No impact The program will not entail 
any resettlement. 

 No action 

Indigenous peoples
 

No impact The program will not have 
an impact on indigenous 
people. 

 No action 

Labor 
 Employment 
opportunities 
 Labor retrenchment 

Limited Subprogram 2 involves the 
completion of public sector 
workforce audits. The 
focus of the workforce 

 No action 
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 Core labor standards audits is matching 
workforce requirements to 
the objectives of each 
government agency now 
and in the future. Areas of 
misalignment between 
organizational structure, 
jobs, and remuneration will 
be identified, as well as 
developing a more 
consistent approach to 
human resource 
management across the 
public sector. While labor 
retrenchment could be an 
outcome of the workforce 
audits in the long term, it is 
not a focus of this 
subprogram. 

Affordability No impact The government is 
currently providing 
electricity subsidies to 
landowners. This, 
however, does not target 
the poor or other 
vulnerable groups, and 
development partners 
have requested the 
government to review the 
scheme.

e
 

 No action 

Other risks and/or 
vulnerabilities 

HIV/AIDS 
Human trafficking 
Others (conflict, 
political instability, etc.) 

Limited Refer to linked document 8 
for the Risk Assessment 
and Risk Management 
Plan.

f
 

 Plan 

IV. MONITORING AND EVALUATION 

Are social indicators included in the design and monitoring framework to facilitate monitoring of gender and social 
development activities and/or social impacts during project implementation?   Yes  No 

ADB = Asian Development Bank, RMI = Republic of the Marshall Islands, SOE = state-owned enterprise, US = 
United States. 
a
 ADB. 2003. Priorities of the People. Hardship in the Marshall Islands. Manila. 

b 
ADB. 2009. ADB's Pacific Approach. 2010–2014. Manila. 

c
 Pacific Islands Forum Secretariat. 2007. The Pacific Plan for Strengthening Regional Cooperation and Integration. 

Suva. 
d
 ADB. 2010. Proposed Grant Assistance Regional: Social Protection of the Vulnerable in the Pacific (Cook Islands, 

Marshall Islands, and Tonga). Manila (Grant 9151–REG, approved on 13 September 2010, for $3,000,000 
financed by the Japan Fund for Poverty Reduction).

 

e 
An ADB grant project for improved energy supply for poor households will assist in mitigating the impact of tariff 
changes on the poor. ADB. 2010. Proposed Grant Assistance Republic of the Marshall Islands: Improved Energy 
Supply for Poor Households. Manila (Grant 9148–RMI, approved on 6 August 2010, for $1.76 million, financed by 
the Japan Fund for Poverty Reduction). 

f
 ADB. 2006. Second Governance and Anticorruption Action Plan (GACAP II). Manila. 
Source: Asian Development Bank. 


