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NOTES 
 

(i) The fiscal year (FY) of the government ends on 30 September. FY before a 
calendar year denotes the year in which the fiscal year ends, e.g., FY2008 ends 
on 30 September 2008. 

(ii) In this report, "$" refers to US dollars.  
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I. CONSISTENCY OF THE BUSINESS PLAN WITH THE CURRENT COUNTRY 
PARTNERSHIP STRATEGY 

1. This country operations business plan (COBP), 2010–2012 for the Republic of the 
Marshall Islands (RMI) is fully consistent with the country strategy and program update (CSPU), 
2007–2011.1 The operational focus is refined to reflect the latest socioeconomic situation; the 
Pacific Strategy, 2010–2014;2 and Strategy 2020.3     
 
2. The political landscape of the RMI underwent changes during 2008–2009. The turmoil 
ended in October 2009, when a no-confidence vote was tabled and a new president was 
elected. Notwithstanding some underlying tensions, the situation has stabilized and a national 
election is due to take place in November 2011. The change is a reflection of a shift in political 
power between interest groups rather than any fundamental policy differences. All contending 
parties have formed a coalition government under the new President.   

3. The development of the RMI has continued to be affected by the recent global economic 
downturn and unprecedented food and fuel price increases. Economic output stagnated in 2009 
with 0% growth of the gross domestic product. The fiscal position worsened significantly in fiscal 
year (FY) 2009 with (i) reductions in revenues stemming from tax exemptions enacted in 2008 
for imported diesel and food staples under the government's response to the economic crisis, 
(ii) local employment cuts on the United States (US) military base, and (iii) continued weakness 
in expenditure control, particularly regarding wages for public servants and subsidies to state-
owned enterprises (SOEs). Gross official reserves as of September 2009 were equal to 0.3 
months of imports, leaving the RMI no room to respond to external shocks.  
 
4. The new government has undertaken a number of new initiatives to facilitate public 
sector reform and put the RMI on a path of fiscal prudence, economic stability, and sustainable 
growth.  The Comprehensive Adjustment Program (CAP) advisory group and Tax Reform and 
Modernization Commission (TRAM) were established by the Ministry of Finance to improve the 
fiscal position. The government reduced its budgeted civil servants wage bill, for the first time 
since 2002, by 5%.4 The RMI has worked closely with development partners to improve the 
management of ongoing projects by strengthening executing agencies’ ownership of them. In 
recognition of the economic difficulties the RMI faces and of the new government’s determined 
reform effort, development partners have come forward to provide the assistance necessary to 
sustain these efforts to stabilize finances and resume growth. The Asian Development Bank 
(ADB), International Monetary Fund, and World Bank have supported the RMI's homegrown 
reform efforts driven by CAP and TRAM. Other bilateral development partners, most notably the 
US government, also support RMI reform efforts. The ADB–RMI partnership was further 
consolidated by the government’s clearance of long-standing arrears to ADB in March 2009. 
This and subsequent payment performance clearly indicate the government's firm commitment 
to policy reform and recognition of ADB as a key partner in this process. 
 

II. INDICATIVE LENDING AND NONLENDING PROGRAMS 

5. ADB’s country strategy for the Republic of the Marshall Islands is to promote economic 
and social development through inclusive and environmentally sustainable growth and good 

                                                 
1  ADB. 2006. Country Strategy and Program Update: Marshall Islands, 2007-2011. Manila. 
2 ADB. 2009. ADB's Approach to Assisting the Pacific (2010-2014). Manila. 
3  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 
4 Under the FY2010 budget. 
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governance. The COBP 2010–2012 includes one program loan and technical assistance (TA) to 
support the country in the areas of (i) macroeconomic and fiscal management, (ii) private sector 
development, (iii) human capacity development, and (iv) environment and climate change. The 
COBP 2010–2012 supports the government's efforts to restore fiscal and macroeconomic 
stability. The proposed interventions are within the core priority areas identified in the newly 
approved Pacific Approach 2010–2014 and Strategy 2020 (footnotes 2 and 3).    
 
A. Lending Program 

6. The proposed lending program in 2010–2012 has one program loan not exceeding $14 
million. The RMI is a category B country eligible for Asian Development Fund (ADF) and 
ordinary capital resources (OCR) funding. The ADF allocation of $2.28 million for 2009–2010 
reflects the results of the RMI's country performance assessment after applying the formula for 
performance-based allocation. ADB is considering to allocate 175% of the ADF biennial 
allocation,5 with the balance funded by OCR. The program loan will support implementing the 
government's homegrown reform initiatives to stabilize its fiscal position. This will be achieved 
with the following outcomes: (i) improved capacity to sustain fiscal reform over the longer term, 
(ii) the integrated functioning of the Ministry of Finance (MOF) and the Economic Policy, 
Planning and Statistics Office (EPPSO), and (iii) the improved fiscal position of selected SOEs.  
 
B. Nonlending Program 

7. The proposed nonlending program in 2010–2012 comprises a $1 million TA grant and a 
$3 million project grant. The new nonlending program will support the formulation and 
implementation of the policy actions of the proposed program. TA will also support government 
initiatives to implement its ongoing public sector reform. The proposed $3 million project grant 
will support the government’s improvement of the efficiency of the energy sector. The 
government recognizes power as a priority sector for reform to reduce the economic impact of 
high dependence of imported fuel and its disproportionate impact on the poor.6 The project 
grant will improve power supply to poor households while improving financial efficiency in the 
power sector and substituting imported diesel with locally produced fuels, thereby reducing fuel 
imports and lowering exposure to external price shocks. Reform of the Marshalls Energy 
Company (MEC) will be supported by a proposed World Bank technical assistance.  
 
8. The RMI will benefit from the regional TA project Strengthening the Capacity of Pacific 
Developing Member Countries to Respond to Climate Change. The regional TA will assist the 
government in (i) analyzing the impacts of climate change in the RMI, (ii) formulating adaptation 
plans, and (iii) building capacity to address climate change. In addition, the country will be 
included in the regional grant project on improving social safety nets. The key objectives of the 
project are to (i) provide direct short-term support to address economic, social, and 
environmental risks to vulnerable groups; (ii) strengthen existing informal social safety net 
systems to build their resilience to future economic, social, or environmental crises by 
developing a model for semiformal Pacific social safety net programs; (iii) develop the capacity 
of nongovernment and civil society organizations and government agencies working with 
vulnerable segments of the population; and (iv) promote regional knowledge sharing, 
socioeconomic monitoring, and project management. The indicative assistance pipeline for 
2010–2012 is in Appendix 1, and additional information on proposed indicative lending and 
nonlending products and services for 2010 is in Appendix 2. 

                                                 
5  ADB. 2004. Review of the Asian Development Bank's Policy on the Performance-based Allocation of Asian 

Development Fund Resources. Manila. 
6 100% of power generation in the RMI is diesel fired.  
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9. The country program will be complimented by regional TA. ADB will continue to work 
with line ministries and consider processing a new nonlending program only when the 
government demonstrates clear commitment to implementing the programs.  
 

III. SUMMARY OF CHANGES TO LENDING AND NONLENDING PROGRAMS 

10. One program loan is identified for the COBP 2010–2012. The program loan will support 
the government’s effort to implement public sector reform driven by the CAP advisory group, 
which has developed reform outlines.7 
 
11. One capacity development TA project, Responding to Economic Crisis, will be 
processed in 2010 to support the implementation of the program loan and other grant projects.  
 
12. The RMI will benefit from the regional TA project on climate change, particularly in 
assisting the government with analyzing the impacts of climate change, formulating adaptation 
plans, and building capacity to address climate change. 
 

IV. INDICATIVE INTERNAL RESOURCE REQUIREMENTS  

13. Implementing the proposed business plan in 2010 is projected to require 9 person-
months of professional staff services and 10 person-months of administrative staff services. 
 

V. RESULTS-BASED MONITORING 

14. The CSPU 2007–2011 results framework remains valid but has been refined to reflect 
the latest socioeconomic developments. Despite political turmoil and economic downturn, the 
government has taken some encouraging steps, most notably in implementing public sector 
reforms to develop rudimentary but core elements of results-based management. The CSPU 
2007–2011 identified 20 outcome indicators. As of December 2009, eight of the CSPU 
indicators, such as an enhancing private sector environment, were observed to have made 
good progress, while six, including the ones for public sector reform, were on track. The 
remaining six outcome indicators, such as climate change and human capacity development, 
will be actively monitored with additional ADB support during COBP 2010–2012 implementation.     
 
15. Additional measures that will be taken for improved results-based monitoring include (i) 
organizing more frequent country assessment missions; (ii) developing the capacity of executing 
and implementing agencies; and (iii) strengthening consultation with other development 
partners, particularly Japan, Taipei,China, the United States, and the World Bank to share 
project implementation experiences and lessons. 
 
16. The anticipated increased level of engagement, particularly given the envisaged 
resumption of lending, will require ADB to actively engage with the ADB local coordinator so it 
can help the government to supervise operations and mitigate risks, participate in donor 
coordination, and support the national agenda for aid effectiveness. 

 
7  The reform agenda recommended by the CAP advisory group is supported by Japan, Taipei,China, United States, 

Australian Agency for International Development, International Monetary Fund, New Zealand Agency for 
International Development, and World Bank. 
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Country Development Goals Country Strategy and Program Update (CSPU) 

Outcomes 
Country-Level 

Outcomes 
Key Constraints CSPU 

Outcomes 
Outcome 
Indicators 

Key Areas of 
ADB’s 

Intervention 

Risks 
 

Strategic Priority 1: Enhanced Private Sector Environment 
Weak property rights for 
movable property and 
land 

Strengthened land 
registration operations 
and increased land 
registration 
 
 
Establishment of secured 
transactions regime 

Land Registration 
Authority registrations 
and recordings increase 
from 400 in 2006 to 700 
by 2009 (achieved) 
 
New laws in place and 
operative by 2008  (not 
achieved) 
 

Ongoing ADB TA 4439 
 
 
 

Regulatory barriers Reduced administrative 
barriers 

Time required to issue 
business licenses 
reduced by 30% by 
2010 from 2008 
baseline 
 

Ongoing ADB TA 4439 
 

Unnecessarily high 
transaction costs 

Reduced administrative 
barriers 

Time taken to issue 
business licenses 
reduced by 30% by 
2010 from 2008 
baseline (achieved)  
 

Ongoing ADB TA 4439 
 

Ease priority constraints 
on business and cope 
with current price 
escalation 
 

Misunderstanding of role 
of private sector and 
lack of communication 
such as policy dialogue 
between government 
and business 
 

Increased government–
business discussion 
 
A policy-informed cabinet 

Weekly government 
business forum   
 
EPPSO policy briefs to 
cabinet  (achieved) 

Ongoing ADB TA 4439; 
ADB-funded retreats; 
RMI Chamber of 
Commerce 
program loan 

Absorptive capacity of 
local counterpart 

 Weak commercial code Relevant laws updated Bankruptcy and 
liquidation laws updated 
and publicly available 
(not achieved) 
 
 
 

Ongoing ADB TA 4439 
 
 

 

 



 

Country Development Goals Country Strategy and Program Update (CSPU) 
Outcomes 

Country-Level 
Outcomes 

Key Constraints CSPU 
Outcomes 

Outcome 
Indicators 

Key Areas of 
ADB’s 

Intervention 

Risks 
 

Strategic Priority 2: Improved Public Sector and macroeconomic management  
Oversized government Budget allocation to 

salaries and wages 
rationalized 

Budget allocation to 
salaries and wages not 
exceeding 25% of 
general fund revenue by 
2012 

Ongoing small-scale TA 
7336 
 
Future program loan to 
support civil service 
rationalization  

Lack of public support 
for reform 

High proportion of the 
RMI budget allocated to 
SOE subsidies  

Budget allocated to SOE 
subsidies reduced 

By 2012, budget 
allocation to subsidies 
reduced by 10% from 
the FY2008 level   
 

Ongoing small-scale TA 
7336 
 
Future program loan to 
support SOE reform 

Weak fiscal 
management 

Fiscal sustainability 
achieved through 
significant fiscal 
consolidation and 
structural reform  

Fiscal surplus achieved 
in FY2011   
 

Ongoing small-scale TA 
7336 
 
Future program loan to 
support SOE reform 

More efficient and 
effective public sector 

No integration of MOF 
and EPPSO 
 
 

EPPSO and MOF 
integrated  

Reporting lines of MOF 
and EPPSO streamlined  

Ongoing small-scale TA 
7336 
 
Future program loan to 
support SOE reform 

 

Strategic Priority 3: Human Capacity Development 
Weak MOE personnel 
management 

Improved planning, 
including completion of 
MOE personnel audit 

Audit report to chief 
secretary by September 
2008 (achieved) 

Future program loan  
 

Raise demand for better 
education and other 
public services 

Lack of incentives to 
improve personnel 
performance 

Systems of personnel 
performance 
accountability established 
 
 
 
Systems of performance 
awards established 

From 2007, MOE annual 
reports track 
improvements in 
personnel performance 
(achieved)  
 
Performance awards 
system established and 
annually awarded 
starting in 2007 
(achieved) 

Future program loan  
 

Current commodity 
price increases affect 
budget allocations 

5
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Country Development Goals Country Strategy and Program Update (CSPU) 
Outcomes 

Country-Level 
Outcomes 

Key Constraints CSPU 
Outcomes 

Outcome 
Indicators 

Key Areas of 
ADB’s 

Intervention 

Risks 
 

Unreliable progress 
indicators 

Strengthened education 
statistics 

Reliable standardized 
test and examinations 
implemented by 2008 
(achieved)   

Future USDOI-funded 
performance budgeting 

Lack of mechanism to 
cope with price 
increases 

Road map documents on 
energy and 
macroeconomics to be 
prepared 

Regular consultations 
with the government 
(achieved)   

Ongoing regional TA 
6477 to prepare energy 
strategy documents 
 
Future program loan 

Weak policy and sector 
strategy and ongoing 
policy dialogue with civil 
society 

Continuation of 
government–civil society 
dialogue on education 
and vocational training 
 
Strengthened education 
policy analyses and policy 
formulation 

New MOE sector 
strategy prepared in 
2006 in participatory 
manner, incorporating 
input from 
nongovernmental 
suppliers of services 
and addressing civil 
society concerns  

Future program loan 
 
NZAID-funded Pacific 
Regional Initiatives for 
the Delivery of Basic 
Education sector 
strategy formulation in 
2006 
 

Poor delivery of welfare 
services to youths at risk 

Government outsourcing 
of welfare services to 
youths at risk via National 
Youth Council 

From 2006 onwards, 
nongovernment 
organizations and 
businesses provide 
increasing range of 
demand-driven welfare 
services to youth at risk. 

Ongoing regional TA 
7458 to strengthen 
vocational skills training 
 
Future program loan 

Strategic Priority 4: Environment and Climate Change 

The RMI to develop 
clear climate change 
adaptation plans 

Lack of climate change 
adaptation plans and 
strategy 

Develop climate change 
adaptation strategy 
 
 
Pacific Regional Climate 
Change Conference  

Regular reporting to 
ADB prepared and 
adopted by Parliament   
 

Pacific Regional Climate 
Change Conference 
planned and organized; 
Majuro Declaration 
signed  

Ongoing (not available) 
 
 
 
Future TA to be 
prepared 

 

ADB = Asian Development Bank, CPS = country partnership strategy, EPPSO = Economic Policy, Planning, and Statistics Office, FY = fiscal year, MOE = Ministry 
of Education, MOF = Ministry of Finance, NZAID = New Zealand Agency for International Development, RMI = Republic of the Marshall Islands, SOE = state-
owned enterprise, TA = technical assistance, USDOI = United States Department of the Interior. 
Note: The original results framework is in ADB. 2006. Country Strategy and Program Update: Marshall Islands, 2007–2011. Manila.

 

Source: Asian Development Bank. 



     

INDICATIVE ASSISTANCE PIPELINE 
 

Table A1.1: Indicative Assistance Pipeline for Lending Products and Services, 2010–2012 
 

    Year of  

Sector Targeting   Project Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB Govern- Co- 
Name cation Priority Division Assistance Total OCR ADF Total ment financing 
       Loans Grants    
2010            
 Public Sector Management            
  Public Sector Reform 
  Program 

General 
intervention 

ECO PAHQ 2009 14 10 4 0 14 0 0 

 

    Total 
 

 
 

 
 

 
 

 
 

14 
 

10 
 

4 
 

0 
 

14 
 

0 
 

0 
            
2011–2012            
 No lending            
            

ADB = Asian Development Bank, ADF = Asian Development Fund, ECO = sustainable economic growth, OCR = ordinary capital resources, PAHQ = Pacific Operations 
Division.  
Source:  Asian Development Bank. 
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Table A1.2: Indicative Assistance Pipeline for Country Nonlending Products and Services, 2010–2012 
 
   Sources of Funding 
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($ million) Source ($ million) ($ million) 
2010        
 Public Sector Management        
  1. Responding to Economic Crisis PAHQ CDTA TASF 1.00  0.00 1.00 
   Subtotal    1.00  0.00 1.00 
          
 Energy        
  1. Improved Energy Supply to Poor 

Households 
PAHQ Grant JFPR 3.00 Govern-

ment 
0.20 3.20 

   Subtotal    3.00 Govern-
ment 

0.20 3.20 

          
2011–2012        

None 
 

       

   Total    4.00  0.20 4.20 

8 
A

ppe
ndix 1 

ADB = Asian Development Bank, CDTA = capacity development technical assistance, JFPR = Japan Fund for Poverty Reduction, PAHQ = Pacific Operations 
Division, TASF = Technical Assistance Special Fund.  
Source:  Asian Development Bank. 
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Table A1.3: Indicative Assistance Pipeline for Regional Nonlending Products and Services, 2010–2012 
 
   Sources of Funding 
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($ million) Source ($ million) ($ million) 
2010        
          
 Health and Social Protection        
  1.Social Protection of the Vulnerable 

in the Pacific 
PAHQ Grant To be 

decided 
2.00 Government, 

community 
0.75 
 

2.75 

   Subtotal    2.00  0.75 2.75 
          
 Multisector        
  1. Strengthening the Capacity of 

Pacific Developing Member 
Countries to Respond to Climate 
Change 

PAHQ CDTA TASF 1.78 CCF, 
CCFCC, 

government 

2.04 3.82 

   Subtotal    1.78  2.04 3.82 
          
          
2011–2010        

None         
   Total    3.78  2. 79 6.57 

ADB = Asian Development Bank, CCF= Climate Change Fund, CCFCC = Canadian Cooperation Fund on Climate Change, CDTA = capacity development 
technical assistance, JFPR = Japan Fund for Poverty Reduction, PAHQ = Pacific Operations Division.  
Source:  Asian Development Bank. 
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PRELIMINARY SUMMARY INFORMATION ON PROPOSED INDICATIVE LENDING AND 
NONLENDING PRODUCTS AND SERVICES FOR 2010–2012 

 
Project Name Description 
Public Sector Reform 
Program (Program Loan) 

Impact 
The main goal of the proposed program is to help the government 
implement public sector reform through the provision of a loan to (i) 
support civil service and SOE reform, (ii) contribute to revenue 
growth and expenditure reduction, and thus (iii) contribute to short-
term fiscal recovery and long-term fiscal stabilization. The program 
and accompanying TA will support the government’s efforts to 
restore fiscal balance in the near term and to position the RMI for 
further fiscal and economic reform. Assistance will be provided to 
minimize the socioeconomic impact of reform. 
 
Major Components  
There are three components to achieve the objectives of the 
program: (i) civil service rationalization, (ii) SOE reform, and (iii) 
institutional capacity development in MOF and its EPPSO. 
 
Expected Outputs and Outcomes 
The primary outputs will be to restore fiscal balance in the near 
term and to position the RMI for further fiscal and economic reform. 
These outputs will be supported through a program of expenditure 
reforms (including reduction in force), improvement in the efficiency 
of SOEs, and strengthened institutional and management capacity.  
 
 

Responding to Economic 
Crisis 

Impact 
The purpose of the TA is to complement the program loan for the 
public sector reform program. 
 
Major Components  
The major components of the TA include (i) preparing and updating 
necessary studies and other documents of macroeconomic policy 
and SOEs, (ii) developing and implementing the program loan, and 
(iii) exploring possible business opportunities for key private sector 
actors. 
 
Expected Outputs and Outcomes 
The new nonlending program will support the loan program by (i) 
assessing current and future requirements for macroeconomic 
policy measures, (ii) developing and implementing the program 
loan, and (iii) exploring possible business opportunities for key 
private sector actors toward an economy driven by the private 
sector.    
 
 

Improved Energy Supply 
to Poor Households 
 

Impact 
The proposed JFPR project in the RMI aims to improve livelihoods 
with sustainable electricity supply. 
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Project Name Description 
 
Major Components 
The project’s three components are (i) improved access and 
management of electricity for the poor, (ii) extension and improved 
distribution of power to low-income households, and (iii) utilizing 
local fuels to generate power and provide alternative incomes for 
the poor. 
 
Expected Outputs and Outcomes 
The project is intended to improve access to power and income 
generation opportunities for the poor using sustainable power 
supplies. The outputs include (i) installing prepayment meters for 
MEC customers; (ii) connecting currently unserviced poor 
households and improved power supply to poor areas in Majuro, 
Wotje, and Jaluit; and (iii) the utilization of coconut oil–diesel blend 
in MEC generators. 
 

Social Protection of the 
Vulnerable in the Pacific 
(Regional) 

Impact 
The key objectives of the project will be to (i) provide direct short-
term support to address economic, social, and environmental risks 
to vulnerable groups; (ii) strengthen existing informal social safety 
nets to build their resilience to future economic, social, or 
environmental crises by developing a model for semiformal Pacific 
social safety net programs; (iii) develop the capacity of 
nongovernment and civil society organizations and government 
agencies working with vulnerable segments of the population; and 
(iv) promote regional knowledge sharing, socioeconomic 
monitoring, and project management. 
 
Major Components  
The TA will help the RMI to plan and prepare studies and to 
complete a road map. Major policy dialogue will be facilitated to 
disseminate information. 
 
Expected Outputs and Outcomes 
The project aims to safeguard the welfare of vulnerable groups 
during future economic, social, and environmental crises. The 
expected outcome of the project is to create and successfully 
demonstrate the effectiveness of innovative social protection and 
semiformal social safety nets in selected PDMC communities. 
 

Strengthening the 
Capacity of Pacific 
Developing Member 
Countries to Respond to 
Climate Change 
(Regional) 

Impact 
The proposed regional capacity development TA will assist the 
RMI in addressing climate change impacts as defined by the 
United Nations Framework Convention on Climate Change by 
building resilience through adaptation to climate change, climate 
variability, and extreme weather events, taking into account 
country-specific issues and local needs. It will seek to complement 
existing climate change activities in the region, including the 
Australian Adaptation to Climate Change Initiative and the Global 
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Project Name Description 
Environment Facility-funded regional project Pacific Adaptation to 
Climate Change. 
 
Major Components 
The TA will have three main components: (i) preparing the RMI 
climate change program as part of the Pacific Adaptation to 
Climate Change, (ii) adaptation preparation, and (iii) the promotion 
of a mitigation strategy and identification of mitigation projects. 
 
Expected Outputs and Outcomes 
The TA is expected to improve the ability of PDMCs to prepare for 
and respond to the challenges posed by climate change by 
implementing priority adaptation and mitigation measures. The TA 
will facilitate the development of adequate climate change 
adaptation and mitigation plans among PDMCs and, where 
possible, build on and/or complement existing national adaptation 
plans of action and climate change strategies. It will (i) establish a 
Pacific climate change program that aims to strengthen adaptation 
(e.g., climate proofing) and mitigation (e.g., renewable energy 
development) and develop appropriate financing mechanisms for 
TA and investments in key sectors of PDMCs and (ii) enhance 
PDMCs’ capacity to (a) adopt and implement national climate 
change adaptation strategies and action plans and (b) harness 
opportunities to reduce greenhouse gas emissions through 
renewable energy. The outcome of the TA will be the incorporation 
of climate risk management, adaptation practices, and mitigation 
measures into key sectoral investment plans and project designs 
(e.g., water, transport, energy, and agriculture). 
 

ADB = Asian Development Bank, EPPSO = Economic Policy, Planning, and Statistics Office, MOF = Ministry of 
Finance, MEC = Marshalls Energy Company, PDMC = Pacific developing member country, RMI = Republic of the 
Marshall Islands, SOE = state-owned enterprise, TA = technical assistance. 
Source: Asian Development Bank. 
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