
Strengthened Public Financial Management Program (RRP TUV 45395) 

SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY 
 
Country: Tuvalu Project Title: Strengthened Public Financial Management 

Program 
    
Lending/Financing 
Modality: 

Policy-based grant Department/ 
Division: 

Pacific Department/ 
Pacific Subregional Office 

 
I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Targeting classification: general intervention 
A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  

Tuvalu’s economy grew at a real rate of only 2.4% per annum during 2007–2011. Economic growth is driven mainly 
by offshore earnings, public sector expenditure, and construction. To accelerate economic expansion and reduce 
poverty, the country needs to broaden the scope of economic activity and develop its private sector. The 2010 
Household Income and Expenditure Survey indicated that the proportion of the population living in poverty had risen 
to 25% from 17.5% in 2005. The economy’s recovery from the global economic crisis has been slow and the growth 
outlook remains cloudy. 

The government’s National Strategy for Sustainable Development for 2005–2015 aims to improve the quality of life for 
all the country’s people by laying the foundation for sustainable, broad-based economic growth supported by a 
continuation of reforms and private sector development. Poor allocation of public expenditures has significant 
opportunity costs in Tuvalu’s micro-sized economy (Tuvalu’s population in only 11,000). For this reason, making 
government fiscal management more effective will contribute greatly to the national strategy’s priorities and is the 
focus of the Asian Development Bank country operations business plan for the country for 2012–2014. Better fiscal 
management will benefit the poor because they are disproportionately affected by shifts in government expenditure, 
by the poor reliability and quality of such utility services as power and water supply, and by inefficiencies in public 
utilities. 

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  

1. Key poverty and social issues. Tuvalu’s difficulties in fiscal management arise from such external factors as high 
external debt and volatility in external revenues and from internal issues such as weaknesses in their budget 
management and in planning procedures and controls. The internal factors include the large and increasing size of 
the public sector, which has placed significant pressure on the government’s limited financial resources. Because 
fiscal management is weak, the government has difficulty in accurately determining its financial position. 
Inconsistencies occur between budget papers and audited accounts.  
 
Tuvalu’s private sector is very small and has limited opportunities to grow without becoming oversaturated. The 
government manages eight business-like public enterprises that could be sold or managed under contracts by the 
private sector but the government has not taken these steps yet although only two of the firms are operating 
profitably. An overarching legislation—the Public Enterprise Act, 2011—defines the obligations of these enterprises 
and the preparation of corporate plans or state performance targets is improving. 
 
2. Beneficiaries. The program will not have a direct impact on vulnerable groups. However, improved fiscal 
management capacity will free up resources that can be reallocated to such priority areas as infrastructure 
development and basic health and education. This more effective use of government resources can improve the lives 
of the country’s people. 

3. Impact channels. The government’s own policy reform matrix (PRM) includes actions to protect social service 
expenditure. The policy reforms supported by the program contribute to three outputs—improved fiscal management 
policies, improved fiscal management processes, and rationalization of selected public enterprises. These outputs will 
allow the government to maintain fiscal sustainability over the medium term, improve the quality of fiscal 
management, and facilitate private sector growth through opportunities for full or partial privatization of selected public 
enterprises.  

4. Other social and poverty issues. Discuss any other social and/or poverty issues that the project does not address, 
and how these issues will be addressed by other actions outside of the project (e.g., by governments, civil society 
organizations, other development partners). Not applicable. 
 
5. Design features. The program is not designed as a pro-poor intervention. The outcome of the program––improved 
fiscal management capacity––will enable the government to make better decisions when allocating expenditures. As 
a component of the broader government PRM, it will benefit the poor because it will, at a minimum, ensure protection 
of basic social services expenditure such as primary education and preventative health care. The program will also 
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create employment opportunities through the privatization or partial privatization of selected public enterprises. 
Though there is not expected to be a net increase in employment in the short-term, new private sector jobs will be 
created as rationalized enterprises begin making profits and undertake increased capital investments to improve 
facilities (for example, the hotel), or expand the range of products offered (for example, the use of pre-paid electricity 
meters). 
C. Poverty Impact Analysis for Policy-Based Lending 

1. Discuss the impact channels of the policy reform(s) (direct and indirect, short and medium term) on the country and 
major groups affected. 

The Strengthened Public Financial Management Program will help the government limit any residual increases in 
poverty incidence arising from weak domestic activity and the negative impact on the Tuvalu Trust Fund and seafarer 
remittances arising from the ongoing volatility in global financial markets. 
 
2. Discuss the impacts of the policy reform(s) on vulnerable groups and ways to address and mitigate these. 

The program will not have a direct impact on vulnerable groups. However, improved fiscal management capacity will 
allow the government to better allocate funds to such priority areas as infrastructure development and basic health 
and education. This more effective use of government resources can improve the lives of the country’s people. 

3. Discuss the systemic changes expected from the policy reform(s) for poverty reduction, pro-poor and inclusive 
growth, and attainment of social development goals including the MDGs. 

The policy reforms will free up fiscal resources and with the support of the government’s broader PRM will enable these 
to be redirected to social services such as basic health and education. They will also allow job creation in the private 
sector through the full or partial privatization of selected public enterprises. The policy reforms will help the governmen  
achieve the Millennium Development Goals for 1 (halving extreme poverty), 2 (universal education), and 4 (child health)  
and 5 (maternal health). Improvements in Tuvalu’s fiscal position will allow the government to limit any residua  
increases in poverty incidence arising from weak domestic activity and the impact on the Tuvalu Trust Fund and 
seafarer remittances arising from ongoing volatility in global financial markets. 

II. PARTICIPATION AND EMPOWERING THE POOR 
1. Summarize the participatory approaches and the proposed project activities that strengthen inclusiveness and 
empowerment of the poor and vulnerable in project implementation. 
 
All residents of Tuvalu are potential stakeholders in this program of government budget support. Specific interest 
groups among stakeholders include public enterprises and private sector actors that are potential beneficiaries of 
proposed policy actions. Key implementing ministries—the Ministry of Finance and Economic Development, the 
Office of the Prime Minister, and the Ministry of Foreign Affairs (which includes the tourism portfolio)—are also key 
stakeholders. Government and nongovernment stakeholders are consulted regularly on ADB’s operations generally. 
ADB TA has been instrumental in increasing awareness and understanding of the need for policy reform, and the role 
of various stakeholders. Examples include workshops for Parliamentarians on public enterprise reform. 
 
2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. Not 
applicable. 
 
3. Explain how the project ensures adequate participation of civil society organizations in project implementation.  Not 
applicable. 
 
4. What forms of civil society organization participation is envisaged during project implementation?   
     L  Information gathering and sharing   L Consultation    N Collaboration   N Partnership 
 
5. Will a project level participation plan be prepared to strengthen participation of civil society as interest holders for 
affected persons particularly the poor and vulnerable?  
        Yes.     No. Only low level of participation during program implementation 
 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: no gender elements  
A. Key issues.  
Women in Tuvalu must deal with relatively restricted opportunities to participate in economic and political activities, 
have generally lower earning capacity than men, and face subtle forms of gender bias. 
B. Key actions. 
       Gender action plan       Other actions or measures      No action or measure 



IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 
A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
1. Key impacts. The program is not envisioned to require any resettlement. 
2. Strategy to address the impacts. NA 
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework 

  Environmental and social management 
system arrangement 

  No action 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework 
  Social impact matrix 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 
1. Key impacts. The program is not envisioned to have any specific impact on indigenous people. 
 
Is broad community support triggered?     Yes                     No 
 
2. Strategy to address the impacts. Not applicable 
3. Plan or other actions. 

   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement 
   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

V. ADDRESSING OTHER SOCIAL RISKS 
A. Risks in the Labor Market  
1. Relevance of the project for the country’s or region’s or sector’s labor market.  Low or not significant (L). 
 

 unemployment    underemployment   retrenchment    core labor standards 
2. Labor market impact.  
 
In the medium term, the program is expected to create new private sector job opportunities with contracting out of 
government services. In the longer term, more efficient public corporations should reduce the costs of doing business 
and promote and stimulate private sector development—hence, create more private sector job opportunities. 
B. Affordability  
Limited action and therefore no action necessary 
C. Communicable Diseases and Other Social Risks  
1. Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA):  
NA   Communicable diseases   NA  Human trafficking  

   Others (please specify) ______________ 
2. Describe the related risks of the project on people in project area. Not applicable 
 

VI. MONITORING AND EVALUATION 
1. Targets and indicators: The design and monitoring framework only contains indicators at the impact, outcome and 
output levels that deal with improved government capacity for fiscal management. Monitoring will be the primary 
responsibility of the Ministry of Finance and Economic Development (which is coordinating the implementation of the 
program) and course correction will be under their guidance by the implementing agencies.  
2. Required human resources: The Ministry of Finance and Economic Development will monitor the progress of the 
Strengthened Public Financial Management Program as part of its periodic review of the implementation progress of 
the government’s policy reform matrix (from which the policy actions for the program were selected). ADB review 
missions will also monitor the program, including the poverty and social impacts. 
3. Information in PAM:  Not applicable. 
4. Monitoring tools: Not applicable. 

Source: Asian Development Bank.  


