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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  

Nauru’s future growth strategy is set out in the National Sustainable Development Strategy (NSDS), 2005–2025, 
which was developed through an extensive consultative and participatory process with the various districts, business 
groups, and development partners. The central message of the NSDS is “partnership for quality of life.” This vision is 
underpinned by five long-term goals: (i) a stable, trustworthy, fiscally responsible government; (ii) provision of 
enhanced social, infrastructure, and utilities services; (iii) development of an economy based on multiple sources of 
revenue; (iv) rehabilitation of mined-out lands for livelihood sustainability; and (v) development of domestic food 
production. The Asian Development Bank (ADB) is supporting the implementation of the NSDS and the priority areas 
of improving public sector management and the use of the country’s remaining scarce natural resources. The 
development of better utility services, including energy and water, is also a priority under the NSDS. ADB’s country 
operations business plan, 2015–2017 for Nauru supports this strategic engagement. 
 
After the reopening of the Australian Regional Processing Centre (RPC) for asylum seekers in 2012, an associated 
refugee resettlement program operated in cooperation with the Government of Australia, and Nauru experienced a 
resurgence in economic growth. This, together with windfall fishing license revenue and high levels of development 
assistance, led to average growth of about 8% during fiscal year (FY)2012–FY2014, and a 288% increase in 
domestic revenues from FY2012 to FY2015. ADB estimates that, as the effects of these positive shocks taper off, 
growth will reach 6.8% in FY2015 and 5.4% in FY2016. In addition, public debt has fallen significantly in recent 
years, although Nauru has no access to debt financing. Nonetheless, Nauru faces large downside risks that could 
undo much of this progress, with significant uncertainty surrounding the future of the RPC and the sustainability of 
fisheries revenue. The government acknowledges the importance of continuing reforms related to improving the 
quality of public financial management (PFM) and delivery of utility services. It is also critical that the Nauru 
Intergenerational Trust Fund (NTF) is established to accelerate these efforts. 
B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  

1. Key poverty and social issues. The program will contribute to poverty alleviation by supporting (i) sustainable, 
equitable, and inclusive long-term economic growth built on improved PFM; (ii) improved service delivery from the 
National Utilities Corporation (NUC); (iii) reduced transfers to state-owned enterprises (SOEs), lessening the drain on 
the annual budget and freeing up resources for development expenditure; (iv) the saving of windfall revenues to fund 
essential services in the future; and (v) enhanced job creation with private sector growth.  
 
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 policy reforms supported by the program contribute to objectives of the NSDS, i.e., stable, 
trustworthy, fiscally responsible government, which is reflected (output 1, improved public financial management); 
provision of enhanced social, infrastructure, and utilities services (output 2, efficient service delivery by the NUC); 
and development of an economy based on multiple sources of revenue (output 3, improved funding mechanism for 
future service delivery). 

4. Other social and poverty issues. Not applicable. 

 

5. Design features. The program is not designed as a pro-poor intervention. Improving fiscal sustainability is the 
outcome of this program and it will help build Nauru’s resilience to revenue shocks. The main feature of the planned 
program is the establishment of the NTF, which will be the critical next step in accelerating these efforts. Under the 
NTF, the government will invest a portion of windfall revenues to build a pool of financial assets that can be drawn 
upon in the future to provide a stable source of budget financing. Key donors will also join the NTF as contributors.   
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 
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major groups affected. 

The program will help the government limit any residual increases in poverty incidence arising from weak domestic 
activity and the negative impact arising from volatile and often unpredictable revenue sources, including from the 
RPC and refugee resettlement program, fishing license fees, and phosphate exports. 
 
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, the program will help the government 
insulate its fiscal position from global shocks and revenue shocks, and promote fiscal sustainability. Specific financial 
control reforms pursued under this program will also help strengthen PFM (e.g., making the accounts payable and 
bank reconciliation functions of the financial management information system fully functional), enabling the 
government to better control and manage funds and allow better allocation to such priority areas as infrastructure 
development and 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 Millennium Development Goals. 

The reforms supported by this program, such as PFM and SOE reforms but especially the establishment of the NTF 
as a repository for current windfall revenues, improve resilience to external shocks and are critical to Nauru’s ability to 
provide public services, particularly in times of crisis and in the future when phosphate reserves are exhausted. 

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 Nauru are potential stakeholders in this budget support program. Specific interest groups among 
stakeholders include civil servants and staff of the NUC who are potential beneficiaries of proposed policy actions. 
The Ministry of Finance is the key stakeholder. Government ownership of the reform process is strong, a reflection of 
the extensive consultations undertaken throughout the entire development and monitoring process. Monitoring and 
evaluation of the reform progress will maximize the use of existing processes, including regular reporting under the 
Government of Australia’s aid program. The proposed program is aligned with and supports implementation of 
government strategies and plans developed through community consultations. 
 
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?   
       Information gathering and sharing   Consultation    Collaboration    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?  
           No. Only low level of participation during program implementation 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: no gender elements  

A. Key issues.  

The main feature of the program is to establish the NTF to save current windfall public revenues for the future. 
Another objective is to help the NUC operate commercially and become financially viable. These reforms will enable 
the government to reallocate resources toward health, education, and other social services. This is complemented by 
earlier ADB support towards improving PFM and SOE performance. Collectively, these reform efforts will generate 
measurable benefits for women, youth, the elderly, and other vulnerable groups. There are no redundancies planned. 

B. Key actions. 

       Gender action plan       Other actions or measures      No action or measure 
The objective of the program is to improve fiscal sustainability through improved PFM, SOE performance, and 
securing financing for future service delivery. Although there are no immediate gender implications in this program, 
any pipeline investments or technical assistance in Nauru will be implemented and monitored to determine if specific 
action or measure is required. The program will also be reviewed annually in accordance with the country partnership 
strategy results framework included in the Nauru country operations business plan, 2015–2017. 



3 
 

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 peoples. 

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). 

The program activities will neither target nor directly or indirectly affect  (L) unemployment   (L) 
underemployment   (L) retrenchment    (L) core labor standards 

2. Labor market impact. None. 

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 contains indicators at the outcome and output levels 
that measure progress. Monitoring will be the primary responsibility of the Ministry of Finance, which is both the 
executing and an implementing agency for the program.  
2. Required human resources: The Ministry of Finance will monitor the progress of the program as part of its periodic 
review of the implementation progress of the NSDS. ADB review missions will also monitor the program, including the 
poverty and social impacts. 
3. Information in project administration manual:  Not applicable. 

4. Monitoring tools: Not applicable. 
a 

Government of Nauru. 2005. National Sustainable Development Strategy, 2005–2025 (Revised 2009). Nauru.
 

b 
ADB. 2014. Country Operations Business Plan: Nauru, 2015–2017. Manila

 

Source: Asian Development Bank.  


