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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

External shocks 
External shocks 
(e.g., natural 
disasters, high oil 
and food prices) 
damage the 
economy and the 
fiscal position. 

High ADB will support government’s efforts to promote fiscal sustainability 
by supporting the establishment of the NTF to save current windfall 
public revenues for the future. 

Government 
ownership 
Political and 
bureaucratic 
ownership of the 
reform process and 
commitment to 
fiscal discipline 
weakens. 

Medium The reform process builds on strong government commitment since 
2012, as demonstrated by the $14.6 million the government has set 
aside as its contribution to establish the NTF and the substantial reform 
progress made during 2012–2014. The ongoing government-led policy 
dialogue with development partners on reform priorities will continue. 

Broad support for 
reforms 
Parliamentary and 
community support 
for reform 
implementation is 
insufficient. 

Medium Both sides of politics support the NSDS, 2005–2025 that underpins the 
direction of much of Nauru’s aid. The government holds a major 
conference on the NSDS every 3 years and some smaller, sector-
specific meetings annually. Regular joint missions undertaken by ADB 
and development partners, particularly on the Public Financial 
Management Action Plan, and wide consultations held across 
government, the private sector, and civil society help ensure consistent 
policy messaging and wider public understanding of the reform 
program. 

Institutional 
capacity  
The government 
cannot implement 
policy reform 
actions because it 
lacks the capacity. 

High The government and its development partners, primarily ADB and the 
Government of Australia, developed the policy reform actions jointly. 
They are tailored to available government capacities. Reform areas are 
highly prioritized and linked to available TA support,

a
 which covers 

capacity development for government staff and capacity 
supplementation in highly specialized functions. For example, ADB is 
providing TA to the government in the areas of assessment of and 
plans for improving PFM, and strengthening corporate governance of 
the Nauru Utilities Authority. The Government of Australia provides 
assistance through resident advisors and TA in the areas of (i) a 
financial management information system, (ii) revenue policy and 
administration, and (iii) reforms in the education and health sectors. 
The Pacific Financial Technical Assistance Centre supports reforms to 
financial instructions and statistics. Ongoing government–development 
partner policy dialogue will ensure continuation of reform 
implementation. 
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Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

Public financial 
management 
Weak government 
PFM systems and 
limited capacity 
undermine 
revenue 
mobilization and 
expenditure 
discipline. 

Medium  Nauru has made significant progress towards achieving a basic 
overall PFM system, particularly in terms of improving revenue 
administration and automating the financial management 
information system (Technology One). Next steps include making 
all the Technology One modules fully operational and moving 
towards a medium-term budgeting perspective. Ongoing 
development partner support is available from bilateral and 
multilateral partners to support strengthening of PFM systems and 
capacities. 

Procurement 
Weak 
procurement 
capacities and 
controls 
undermine budget 
execution. 

Medium  During 2012–2014, cabinet endorsed a public procurement policy, 
which, amongst other changes, introduced a legal framework, 
developed a Public Procurement Manual, and outsourced all 
government and state-owned enterprise procurement (except bulk 
fuel procurement, which has since been privatized) for items over 
A$5,000. In 2013, the government appointed the joint venture 
Charles Kendell and Partners and Project Procure as the 
international procurement agent. The resident manager arrived in 
Nauru on 1 July 2013.

 

Anticorruption 
Weak internal 
controls and 
oversight 
capacities lead to 
significant leakage 
of funds. 

Medium Weak overall government capacities also affect the standard of 
controls and oversight in place. The PFM Action Plan developed in 
2011 prioritizes support efforts by the government and 
development partners to strengthen budget credibility and 
execution, revenue management, and multiyear budgeting as 
identified by a public expenditure and financial accountability 
assessment undertaken in 2010.

a
 Regional ADB TA is also 

available.
b
 

Overall Medium  
ADB = Asian Development Bank, NSDS = National Sustainable Development Strategy, NTF = Nauru 
Intergenerational Trust Fund, PFM = public financial management, TA = technical assistance. 
a
 ADB. 2013. Pacific Economic Management (Phase 2). Manila (TA-8565 REG). 

b
 ADB. 2013. Implementing the Pacific Regional Audit Initiative (Phase 2). Manila. 

Source: Asian Development Bank. 

 
 


