
Validation Report 
October 2022 

Nauru: Improving Public Investment Management 
Program 

Reference Number: PVR-892 
Project Number: 52073-001 
Grant Number: 0703 



ABBREVIATIONS 

ADB – Asian Development Bank
COVID-19 – coronavirus disease
DMF – design and monitoring framework
DOF 
EA 

– 
- 

Department of Finance 
executing agency 

FMIS – financial management information system
IMF – International Monetary Fund
IPIMP – Improving Public Investment Management

Program
NIISP – Nauru Integrated Infrastructure Strategic

Plan
NTF 
PCR 

–
– 

Nauru Intergenerational Trust Fund
program completion report

PPPF 
RRP 

–
– 

post-program partnership framework
report and recommendation of the President

SOE – state-owned enterprise
TA – technical assistance

NOTE 

In this report, “$” refers to United States dollars. 

Director General 
Deputy Director General 
Director 
Team Leader 

Emmanuel Jimenez, Independent Evaluation Department 
Sona Shrestha, Independent Evaluation Department (IED) 
Joanne Asquith, Thematic and Country Division (IETC) 
Philip Nathaniel Chan, Principal Evaluation Specialist, IETC 

The guidelines formally adopted by the Independent Evaluation Department (IED) on avoiding 
conflict of interest in its independent evaluations were observed in the preparation of this report. 
To the knowledge of IED management, there were no conflicts of interest of the persons 
preparing, reviewing, or approving this report. The final ratings are the ratings of IED and may or 
may not coincide with those originally proposed by the consultants engaged for this report. 

In preparing any evaluation report, or by making any designation of or reference to a particular 
territory or geographic area in this document, IED does not intend to make any judgments as to 
the legal or other status of any territory or area. 



PROGRAM BASIC DATA 
Project number 52073-001 PCR Circulation Date 21 Dec 2021 
Loan and grant 
numbers 

Grant 0703 PCR Validation Date Oct 2022 

Project name Improving Public Investment Management Program 
Sector and 
subsector 

Public sector 
management 

Public expenditure and fiscal management – Reforms 
of state-owned enterprises 

Strategic agenda Inclusive economic growth 
Safeguard 
categories 

Environment C 
Involuntary resettlement C 
Indigenous peoples C 

Country Nauru Approved 
($ million)  

Actual 
($ million) 

ADB financing 
($ million) 

Total project costs 5.32 5.32 

ADF: 5.00 Grant 5.00 5.00 
Borrower 0.00 0.00 
Beneficiaries 0.00 0.00 
Others 

0.00 0.00 
Cofinanciers Total cofinancing  

Government of New 
Zealand 

0.32 0.32 

Approval Date 3 Jun 2020 Effectiveness date   9 Sep 2020   8 Jul 2020 

Signing Date 11 Jun 2020 Closing date 

Financial closing date 

30 Jun 2020 

- 

10 Sep 2020 

10 Sep 2020 

Project Officer 
J. Connell

M. Hodge

Location 
Pacific Liaison and 
Coordination Office 
(PLCO) 

Pacific Liaison and 
Coordination Office 
(PLCO) 

From 
Jun 2020 

Jun 2020 

To 
Sep 2020 

Sep 2020 

IED review 
  Director 
  Team Leader 

J. Asquith, IETC
P. Chan, Principal Evaluation Specialist, IETC*

ADB = Asian Development Bank, ADF = Asian Development Fund, IED = Independent Evaluation Department, IETC = 
Thematic and Country Division, OCR = ordinary capital resources, PCR = project completion report. 
* Team members: E. Gozali (quality reviewer), A. Morales (Senior Evaluation Officer), B. Hitchcock (consultant).



2 

I. PROGRAM DESCRIPTION

A. Rationale

1. Nauru is a Pacific Island microstate. Its small size (population of less than 11,000 people)
and remoteness raise the cost of and limit the capacity to provide public infrastructure and
services while limiting competitiveness and economies of scale. This results in long-term
dependency on financial transfers to bolster limited domestic revenue sources. Nauru has been
seeking to address weaknesses in its public financial management by engaging in long-term
development partnerships to improve economic sustainability and provide for more inclusive
growth. The Improving Public Investment Management Program (IPIMP)1 built on progress made
under previous ADB-financed, policy-based programs and technical assistance (TA) to improve
the management of public expenditure and assets and governance of state-owned enterprises
(SOEs).

2. IPIMP was a stand-alone policy-based program. The report and recommendation of the
President (RRP) justified the choice of this modality noting (i) the success of the ADB’s Public
Financial Management Reform Program2 and Fiscal Sustainability Reform Program,3 which also
employed this modality; (ii) lessons from prior ADB-financed programs to avoid design complexity
and ensure a tight focus on a limited set of policy actions; (iii) the need to leverage support for
reform in a targeted manner in fragile and conflict-affected environments; and (iv) ongoing
uncertainties at appraisal regarding the most appropriate modality to support the next phase of
Nauru’s reforms.

3. IPIMP sought to address weaknesses and provide capacity in public expenditure
management with a focus on budget control, reporting and transparency; improving public asset
management through development of a strategic infrastructure plan based on an up-to-date
registry of assets; and strengthening the governance of state-owned enterprises (SOEs) through
the establishment of clear, legislated governance policies for SOEs, supported by the creation of
a performance monitoring mechanism.

B. Expected Impacts, Outcomes, and Outputs

4. The planned program outcome has strengthened public investment management and
fiscal sustainability through three reform areas: (i) improved public expenditure management; (ii)
improved public asset management; and (iii) enhanced SOE governance. The design and
monitoring framework (DMF) described “key policy actions” as reforms to strengthen public
procurement; maintenance of the government’s commitment to depositing a percentage of its
annual revenue into the Nauru Intergenerational Trust Fund (NTF); issuance of instructions to
strengthen financial control and reporting to enhance public accountability and transparency;
establishment of a central asset register; adoption and implementation of the Nauru Integrated
Infrastructure Strategic Plan; approval of a commercially oriented SOE policy; approval by
Parliament of the Public Enterprise Act; and the establishment and resourcing of the Public
Enterprise Monitoring Unit in the Department of Finance (DOF). These policy actions all become
indicators against the reform areas listed in the DMF.

1 ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 
to Nauru for the Improving Public Investment Management Program. Manila. 

2 ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 
to Nauru for the Public Financial Management Reform Program. Manila. 

3 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 
to Nauru for the Fiscal Sustainability Reform Program. Manila. 
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C. Provision of Inputs

5. The program was approved by the ADB Board of Directors on 3 June 2020 and declared
effective on 8 July 2020 (the target was by 9 September 2020). The program was closed on 10
September 2020 (the target was 30 June 2020), following one extension to provide sufficient time
for achieving its targets.

6. The cost of the program was $5.3 million. ADB provided a grant of $5 million from ADB’s
Special Funds resources (Asian Development Fund). The grant was fully disbursed as a single
tranche on 28 August 2020. There was no change in the cost and financing plan set out in the
RRP. The Government of New Zealand also provided $0.32 million in budget support through a
non-ADB administered cofinancing arrangement.

7. The program was classified as category C for environment, involuntary resettlement, and
indigenous peoples. The program was classified as effective gender mainstreaming, with two of
the three reform areas incorporating gender-related prior actions.

8. Significant technical assistance (TA) was provided from a range of sources to assist the
design and implementation of the program. Regional ADB TA projects provided international
expertise and advisory services to support six of the eight policy actions.4 The Pacific Financial
Technical Assistance Centre, which ADB partly finances, provided TA to help the DOF implement
the International Public Sector Accounting Standards.5 The International Monetary Fund (IMF)
provided TA in statistics, and the Government of Australia provided long-term advisors and short-
term TA to the DOF.6 To support the post-program partnership framework (PPPF) actions, an
ADB TA is providing ongoing international advisory services to the DOF to improve debt recording
and reporting and embed and extend SOE governance reforms under the program. The project
completion report (PCR) did not estimate the total quantum of technical support either in terms of
cost or person-months.

D. Implementation Arrangements

9. The DOF was the executing agency (EA) for the program. The DOF and the Department
of Infrastructure Development were the implementing agencies. There were no changes to the
implementing arrangements, which proved adequate to ensure full delivery of planned program
outputs.

10. The RRP identified two broad types of risk which could impact program implementation.
These were that capacity constraints and staff turnover at government agencies and SOEs could
slow the implementation of policy reforms; and that external shocks, such as the coronavirus
disease (COVID-19), could undermine the fiscal position and/or divert administrative and political
attention away from reforms. The mitigation strategy proposed by the RRP were (i) reform
prioritization and sequencing to avoid overburdening the small public administration staff and
decision makers, and (ii) provision of TA to help the government undertake required policy
actions. The SOEs did not play an active role in the implementation of policy actions. Regarding

4  ADB. 2013. Technical Assistance for Pacific Economic Management (Phase 2). Manila; ADB. 2013. Technical 
Assistance for Establishment of the Pacific Regional Infrastructure Facility Coordination Office. Manila; and ADB. 
2019. Technical Assistance for Improving Pacific Public Financial Management Facility. Manila. 

5  ADB. 2016. Technical Assistance for Pacific Financial Technical Assistance Centre, 2016–2022. Manila. 
6  IMF. 2020. Republic of Nauru 2019 Article IV Consultation—Press Release; Staff Report; and Statement by the 

Executive Director for the Republic of Nauru. IMF Country Report No. 20/31. Washington, DC. 
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possible external shocks, the RRP noted that the program sought to build fiscal resilience by 
improving expenditure and asset management and governance of SOEs. It noted that the 
government had established fiscal cash reserves to provide a cushion against adverse external 
shocks. The validation notes that the SOEs were not listed as implementing agencies, despite 
the expectation that they would implement the policy reforms.  

11. The PCR reported that the government had complied with all of the program covenants.

II. EVALUATION OF PERFORMANCE AND RATINGS

A. Relevance of Design and Formulation

12. The PCR rated the program relevant. The PCR noted that the program was consistent
with the country’s development priorities, 7  ADB Strategy 2030, 8  ADB’s country operations
business plan for 11 Small Pacific Island countries, 2020–2022,9 and the Pacific Approach, 2016–
2020.10  It noted that the DMF was appropriately structured with output indicators that were
specific, measurable, time-bound, and achievable. The three outcome indicators mirrored the
three reform areas. The PCR noted that the program remained relevant during the government’s
response to the COVID-19 pandemic and that the program objectives were consistent with the
IMF view that improving public investment management, including through better SOE
monitoring, was crucial for maintaining budget stability and placing public debt on a sustainable
path over the medium-term. It noted that the choice of modality was appropriate given the
experience from earlier programs in Nauru and the need to leverage reform in a targeted manner.

13. The program addressed identified weaknesses and built on previous reform efforts which
had been undertaken in the context of a long-term partnership between the Government, ADB,
and other key development partners. The program also supported a set of policy actions in public
financial management, infrastructure development, and SOE governance to strengthen public
finances and support inclusive growth. The choice of modality was appropriate and well justified
in the RRP. The program design reflected lessons learnt both from previous operations in Nauru
and other small island economies. The outcome indicators were closely aligned with the three
planned outputs. Key features of the program design were the extensive TA support provided
from a range of sources and the post-program partnership framework to help ensure
consolidation and sustainability of the undertaken reforms. Donor coordination with both the IMF
and bilateral partners contributed strongly to the quality of the program. The validation assesses
the program relevant.

14. The program design could have been strengthened by developing stronger policy actions
to demonstrate the achievement of outputs. The policy matrix contained eight policy actions, most
of which were process-oriented and demonstrated through cabinet decisions. Limited information
and evidence in the PCR combined with the heavy reliance on process-oriented policy actions,
as opposed to demonstration of reform implementation, made verifying that the policy actions led
to the successful achievement of program outputs and outcomes challenging.

7 Government of Nauru. 2020. Nauru’s National Sustainable Development Strategy, 2019–2030. Yaren. 
8  ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 
9  ADB. 2019. Country Operations Business Plan: 11 Small Pacific Island Countries, 2020–2022. Manila. 
10 ADB. 2017. Pacific Approach, 2016–2020. Manila. 
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15. As all the policy actions in this single tranche program were taken prior to board approval
and as the program period concluded at loan/grant effectiveness, the DMF had been largely a
record of program design and not a useful tool for monitoring the achievement of program outputs
or their contribution to outcomes. The DMF for the IPIMP could have benefitted from greater
clarity of its impact, outcome statements, and alignment with the program description provided in
the text of the RRP. The three outcome indicators relating to the NTF, infrastructure spending,
and audited financial statements were readily measurable. The NTF outcome indicator was
perhaps best described as an output indicator for its corresponding policy action. The indicator
for infrastructure spending was a reasonable measure of how well spending was aligning with
policy. The submission of audited financial statements and annual reports sounded like a rather
low-level measure of outcome, but experience had shown that accomplishing these tasks could
be very difficult if it had not been done before, especially given the scarcity of human resources
in Nauru.

16. The major policy actions undertaken by the program were maintenance of the
government’s commitment to depositing a percentage of its annual revenue into the NTF;
adoption and implementation of the Nauru Integrated Infrastructure Strategic Plan; approval of a
commercially oriented SOE policy and approval by Parliament of a Public Enterprise Act.
Expected to improve the effectiveness of public management in the medium-term, these reforms
were supplemented by a number of administrative measures, including the establishment and
resourcing of the Public Enterprise Monitoring Unit in the Department of Finance (DOF), the
issuance of instructions to strengthen financial control and reporting to enhance public
accountability and transparency, and the establishment of a central asset register. The framework
of cooperation between the government and its development partners provided a degree of
confidence that the measures undertaken would be implemented and monitored. The contribution
of the program reforms could be best seen as part of an ongoing reform process meant to address
gaps and weaknesses in public management and institutionalize systems and procedures that
could help Nauru overcome its limited human resource base.

17. There could be sufficient evidence to assess the program less than relevant due to design
difficulty and inability to assess the results of the policy actions. However, this validation finds the
program relevant overall since the standalone approach seemed to be the right modality to
address Nauru’s immediate fiscal needs during the pandemic while tackling the ongoing need for
policy reform.

B. Effectiveness in Achieving Program Outcomes and Outputs

18. The PCR rated the program effective. It reported that, with respect to the first outcome
indicator, government contributions to the NTF totaled A$113 million in March 2021, which
exceeded the program target by 28%. As for the second, the PCR reported that preliminary
budget data indicated that more than 50% of government infrastructure spending was linked to
the Nauru Integrated Infrastructure Strategic Plan (NIISP), thus meeting the target. Regarding
the third, four SOEs submitted their FY2021 financial statements to external auditors on 14
September 2021. On 14 December 2021, two audit reports were completed, and one annual
report was submitted to the responsible minister. The PCR noted that the annual report target
would likely be met while the target for audited financial statements would depend, in part, on the
timely completion of the remaining audits.

19. The achievement of reforms or policy actions in Nauru depended on the effective use of
TA. Nauru has a small population and relies on additional capacity to deliver basic state functions.
Para. 8 above describes the significant role played by the TA in the design and implementation
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of the program. The PCR documented the role played by ADB in program design, policy dialogue 
and supervision. It assessed that the relationship between ADB and the EA, implementing 
agencies, and other development partners was effective. ADB staff at headquarters, the Pacific 
Liaison and Coordination Office in Sydney, and ADB’s Nauru Pacific Country Office played key 
roles in helping the government design the program and make it effective. The PCR also noted 
that ADB staff actively monitored the program’s progress through three consultation missions 
before fact-finding. ADB maintained dialogue with development partners, ensuring that resources 
were available to support the reforms. 

20. The program was classified effective in gender mainstreaming, and two of the three reform
areas had gender-related prior actions. For reform area 2, the NIISP used economic and social
criteria to prioritize public infrastructure spending that included a consideration of the potential job
opportunities for women that a project will provide. Under reform area 3, Nauru’s Public
Enterprises Act directed public enterprises to promote gender equality in their employment
practices and policies and in their board of directors. To ensure that directors of public enterprises
are fully aware of their new responsibilities under the Public Enterprises Act, the DOF was to
coordinate training with current and prospective directors, with a target of at least 30% women,
as a PPPF measure. The PCR reported that women’s attendance in the training workshops was
low (12.5% of total attendees), reflecting low women’s representation on SOE boards (16.1%).
ADB should continue to monitor gender-disaggregated data on women’s role in public sector
infrastructure projects and in SOE management and employment.

21. Considering the progress in achieving the outcome indicators to date, this validation
assesses the program effective.

C. Efficiency of Resource Use

22. The PCR rated the program efficient. The PCR reported that the program was mostly
implemented in a timely manner. Although the implementation period, which was two years and
four months, was longer than usual for a stand-alone program. The implementation period
coincided with a national election and provided time for the incoming government to complete the
final prior action, which was the cabinet approval to adopt and implement the NIISP.

23. The achievement of the prior actions placed a significant burden on Nauru’s limited
administrative capacity. The initial phase of the COVID-19 pandemic may have also caused
delays. No disbursement or fiduciary issues were reported by the PCR.  The validation assesses
the program efficient.

D. Preliminary Assessment of Sustainability

24. The PCR rated the program likely sustainable. The PCR noted that the government (with
the support of TA) by 2021 had demonstrated progress in implementing various PPPF actions
with development partner support. These included preparing cash reconciliations; submitting
financial statements for auditing; completing a stock-taking of public debt; depositing in the NTF
the equivalent of 10.1% of the previous year’s adjusted revenue for FY2020 and FY2021;
updating the financial management information system (FMIS) with financial information on fixed
assets from the new asset register and rolling out the FMIS to additional government
departments; affirming its commitment in the FY2021 budget to link at least 50% of government
infrastructure spending to the NIISP; appointing two local staff to work in the Public Enterprise
Monitoring Unit in the DOF; and supporting the issuance of a cabinet directive for SOEs to
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develop a plan to achieve compliance with key aspects of the Public Enterprises Act. However, 
less progress had been made on some PPPF actions, notably improving procurement planning, 
and bringing into force the implementing regulations under the Public Enterprises Act. These 
were complex reform issues that required more time and additional TA support. 

25. Judging sustainability in a small country like Nauru is not straightforward. In relation to
capacity issues for example, as actions are unsustainable without long-term TA and on-going
partner support. However, in addition to the successful implementation of a series of public
management reforms over the last decade, this validation recognizes the success of the long-
term partnership between Nauru and its development partners as a positive factor contributing
towards sustainability – but the definition of sustainability is not the one normally applied.11 The
follow-up actions undertaken by the government under the PPPF indicate a continuing
commitment to reform. It will be important for ADB to assist in preparing the implementing
regulations for the Public Enterprises Act so that the governance reforms envisaged for SOEs
can take effect, while recognizing that Nauru is a small country with limited capacity. Both audited
financial statements and annual reports by SOEs offer the potential to improve transparency and
accountability, provided the documents are of good quality and are used appropriately. This
validation sees the long-term partnership between Nauru and its development partners, in
addition to the successful implementation of the series of public management actions over the
last decade, as a step toward sustainability. This validation assesses the program likely
sustainable (if TA and donor support is continued).

III. OTHER PERFORMANCE ASSESSMENTS

A. Preliminary Assessment of Development Impact

26. The PCR rated the development impact of the program satisfactory. The PCR noted that
it was difficult to attribute strengthened public investment management and fiscal sustainability to
changes supported by the program, given other development efforts and external factors.
However, the PCR argued that the program was likely to have positive development impacts by
supporting important building blocks of public investment management. The PCR also noted that
the program outcome targets, which were aligned with the planned development impact, were
exceeded or are likely to be achieved. The PCR also noted that the significant fiscal surplus
achieved in FY2021 enabled the government to build the value of the NTF, maintain its fiscal
cash buffer above the IMF-recommended two months of adjusted expenditure, and resolve
legacy debt obligations. These were judged to be positive steps for public investment
management and fiscal sustainability.

27. The three dimensions of the program of strengthened public financial management, a
more strategic approach to infrastructure provision, and improved SOE governance can be
expected to produce development impacts over the medium-term. Improved financial reporting,
should yield greater transparency and accountability, and contribute to increased budget
efficiency. Infrastructure planning and the asset register will also result in efficiencies if both are
kept up to date. As noted above, implementing regulations for the Public Enterprises Act are
essential to enabling governance concepts set out in the Act in guiding SOE policies and decision
making. However, perhaps the most important development impacts of the program are the

11 In the case of the South Pacific micro-states, the threat of climate change and natural disasters adds a significant 
negative dimension to any discussion on sustainability. How to build capacity and resilience (financial, physical, 
human) is a key issue, including how to measure progress and performance.  The best measures of sustainability 
are different for Pacific micro-states. The role and relationship of the government and development partner, and 
ongoing technical assistance support will remain fundamental to sustainable economic management. 
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benefits flowing from fiscal stability, including the avoided costs of poor macroeconomic 
management. The validation assesses the development impact of the program satisfactory. 

B. Performance of the Borrower and Executing Agency

28. The PCR rated performance of the borrower satisfactory. It noted that the DOF was fully
engaged in the program and that all reform areas were achieved despite inherent capacity
limitations. Capacity constraints and staff turnover outside the EA occasionally slowed the
implementation of policy reforms.

29. The Government and the EA demonstrated strong commitment to the program, including
during the post-program period. The validation assesses the performance of the government
satisfactory.

C. Performance of the Asian Development Bank and Cofinanciers

30. The PCR rated the performance of ADB satisfactory. The positive role of ADB in the
program design and implementation is described in the effectiveness section above. ADB
maintained dialogue with development partners and ensured that TA was available to support the
reforms. The PCR noted that effective communication and management were maintained despite
the challenges of the Covid-19 pandemic.

31. The validation considers ADB’s long-term and continuous engagement with Nauru on
public sector management as key to ADB’s contribution to the country’s development. ADB
worked effectively with the government and other development partners to design this program
which addressed Nauru’s requirements and which the government, with limited capacity, proved
capable of implementing. The design drew on lessons learnt in public sector reform in microstates
and other Pacific member states. The validation assesses the performance of ADB satisfactory.

32. The Government of New Zealand provided $0.32 million in cofinancing. ADB did not
administer this cofinancing. During program preparation, the Government of New Zealand
coordinated with ADB, and an official from New Zealand’s Ministry of Foreign Affairs and Trade
joined the ADB consultation mission. ADB also coordinated with the IMF during program
preparation, and the IMF participated in the policy dialogue. The PCR noted that a high degree
of coordination between the partners helped mobilize TA to support reform implementation.

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS

A. Overall Assessment and Ratings

33. The PCR rated the program overall successful. It rated the program relevant, noting that
improving public investment management, including through better SOE monitoring, was crucial
to maintain budget stability and to help put public debt on a sustainable level over the
medium-term. The program was rated effective with good progress reported towards achieving
the program’s outcome targets and all planned policy actions achieved. The program was rated
efficient as it was mostly implemented in a timely manner. The PCR also rated the program likely
sustainable noting that the government has demonstrated progress in implementing various key
PPPF actions.

34. The validation assesses the program relevant, noting that the design drew on lessons
learnt in public sector reform in microstates and other Pacific member states, to avoid complexity
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and ensure a tight focus on a limited set of policy actions. The program was assessed effective 
with notable features being the important role played by the TA in supporting the achievement of 
the policy actions and a strong performance by ADB in monitoring program implementation. The 
program was assessed efficient as the program was completed within a reasonable time despite 
the significant burden on Nauru’s limited administrative capacity. The program was assessed 
likely sustainable with the successful functioning of the long-term partnership between Nauru and 
its development partners seen as contributing toward sustainability. Overall, the validation 
assesses the program successful. 
 

Overall Ratings 

Validation criteria PCR IED review 
Reason for disagreement 

and/or comments 
Relevance Relevant Relevant The quality of the DMF could have 

been better. There should be a 
clear distinction between the 
intended results and policy actions 
(i.e. the policy actions should not 
double up as DMF indicators.  The 
DMF could have benefitted from 
greater clarity of its impact and 
outcome statements, and alignment 
with the program description 
provided in the RRP. 12 

Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Likely 

Sustainable 
Likely 

Sustainable 
The sustainability of the reforms 
and corresponding policy actions 
needed to be intrinsically linked to 
ongoing long-term TA and 
development partner support.  The 
role of the government-
development partner relationship 
and ongoing TA support would 
remain fundamental to sustainable 
economic management. 
 

Overall assessment Successful Successful  
Preliminary 
assessment of impact 

Satisfactory Satisfactory Perhaps the most important 
program development impacts were 

 
12 PARD appreciates IED’s review and finds it well-balanced in its assessment of the program’s strengths and 

weaknesses. PARD notes that the program design followed ADB’s 2016 DMF Guidelines prevailing at the time of 
preparation. In contrast to IED’s point that ‘the policy actions should not double up as the indicators in the DMF’ 
(Overall Ratings table), ADB’s 2016 DMF Guidelines state on page 28 that: ‘the details of the PBL policy actions 
are captured as DMF output indicators. PARD disagrees with the PVR’s characterization of Cabinet decisions as 
‘process oriented’ (para. 14), since under ADB’s PBL Policy, PBLs may include ‘introduction or revisions to laws, 
regulations, and policies to address structural bottlenecks’ (OM Section D4 para. 2), which are exemplified by 
government (including Cabinet) approvals. Table 9 of ADB’s 2020 DMF Guidelines continue to show approval of 
Cabinet decisions as an important component of the PBL results chain. 

 

https://www.adb.org/sites/default/files/institutional-document/31483/om-d4.pdf
https://www.adb.org/sites/default/files/institutional-document/32509/guidelines-preparing-dmf.pdf
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Validation criteria PCR IED review 
Reason for disagreement 

and/or comments 
the benefits flowing from fiscal 
stability, including the avoided costs 
of poor macroeconomic 
management resulting from the 
government partnerships that 
evolved to support the program. 

Borrower and 
executing agency 

Satisfactory Satisfactory Sound TA design and full DOF 
engagement in the reform process 
were critical in this regard despite 
inherent capacity limitations in 
government agencies. 

Performance of ADB Satisfactory Satisfactory Program success was underlined 
by ADB’s role in supporting 
program design, careful program 
monitoring and ongoing 
consultations with partners. 

Quality of PCR  Satisfactory Paras. 44–46.  
ADB = Asian Development Bank, IED = Independent Evaluation Department, DOF = Department of Finance, PCR = 
project completion report, TA = technical assistance. 
Source: ADB (IED). 
 
B. Lessons 

 
35. The PCR emphasized that the prior actions were grounded in government policy and built 
on sound technical assessments and that this helped ensure that the reforms were supported, 
despite a change in government. The validation noted that the government needed significant 
ongoing support to implement the reform agenda under this program, and similar policy dialogue 
and TA would be required for future programs.  The PCR also noted that the shared TA and policy 
dialogue with various development partners facilitated improvements in public expenditure 
management, illustrating the importance of government-development partner coordination 
(footnote 4, para. 40). The PCR concluded that further reforms, building on this program’s 
achievements, will be needed to secure a sustainable improvement in public infrastructure and 
service delivery, and ultimately living standards (footnote 4, para. 41). 
 
36. The validation offers two additional lessons for consideration. First, the successful 
implementation of IPIMP supports the view that long-term partnerships between government and 
key development partners are essential for supporting macroeconomic management Pacific 
small island economies. Partnerships provide a framework for on-going policy dialogue and 
coordination of support, which facilitates the government’s role in macroeconomic management 
and provides a foundation to support sustainable development (program-level lesson).  Second, 
IPIMP also demonstrates the case that helping island economies strengthen management 
systems (such as the FMIS), developing realistic infrastructure strategies, incorporating sound 
governance concepts in legislation, and supporting regulations can assist Pacific DMCs, if these 
policy actions are accompanied by a TA to overcome human resource limitations and achieve 
sound economic management outcomes (sector-level lesson). 
 
37. At the methodology level, any assessment of the achievements of program policy 
milestones should focus on what these achievements are rather than the process of achieving 
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them (milestones).  For example, government and cabinet decisions are an inadequate indicator 
to demonstrate that a policy has been implemented.   
 
38. In small island developing countries with limited policy reform capacity, ADB should avoid 
targeting multiple reform areas—i.e., public expenditure management, public asset management, 
and SOE reform—in one policy-based operation, and keep prior actions to a minimum.  

 
C. Recommendations for Follow-Up 
 
39. ADB should assist in preparing the implementing regulations for the Public Enterprises 
Act so that the governance reforms envisaged for SOEs can take effect. 
 
40. Depositing a fixed percentage of adjusted revenues in the NTF is a good mechanism to 
ensure that the NTF is not neglected. However, levels of contribution will need to be monitored 
to ensure that the needs of the current generation and those of the next are equally met. The 
tradeoff between paying down debt and investing in the NTF also requires monitoring against a 
range of metrics including the level of concessionality of the national debt stock. 

 
41. ADB should consider the provision of TA in all future governance support for Nauru since 
it is difficult to embed and institutionalize reforms without dedicated ongoing support in this area.  

 
42. ADB should continue to monitor gender disaggregated data on women’s role in public 
sector infrastructure projects and in SOE management and employment. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
43. There were no deficiencies in monitoring and reporting. The PVR reported that the 
government complied with all general and specific covenants. 

 
B. Comments on Program Completion Report Quality 
 
44. Frank in its assessment of the government’s capacity challenges, the PCR sufficiently 
described the program’s rationale. The PCR would have been strengthened by examining the 
critical role of policy actions to achieve the program’s development outcomes and including 
evidence to demonstrate how program outputs (e.g., Cabinet approval) led to the implementation 
of policy reforms and the achievement of outcomes. The PCR could have used the DMF to 
demonstrate the achievement of the performance targets more clearly. Design weaknesses 
related to the prior actions not necessarily leading to outcomes.  
 
45. The PCR generally met the requirements for the preparation of program completion 
reports. It adequately described the context in which the operation took place and carefully 
discussed program design and implementation. It provided a detailed accounting of the progress 
achieved in implementing the policy matrix and formulated a number of useful lessons relevant 
to future operations in the Pacific. Overall, PCR quality is satisfactory. 
 
46. In programs such as IPIMP, TA plays an important role in both design and implementation. 
It would be useful if future PCRs provided estimates of the total TA cost and effort in person-
months from all sources. Quantifying the TA input would assist in gauging the efficiency of 
development partner support. 
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C. Data Sources for Validation 

 
47. The data sources used to prepare this validation were the PCR, the RRP, and back to 
office reports of ADB processing missions.  
 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
48. The validation recommends that a project performance evaluation report be prepared to 
determine the medium-term impact of the reforms introduced under the program.  
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