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SUMMARY OF PROJECT PERFORMANCE  

 
A. Background 
 
1. Development context. The Republic of the Marshall Islands (RMI) is a small island 
developing state in the North Pacific, with a population of about 55,000 and a land area of 
181.3 square kilometers. It is vulnerable to frequent disasters, including typhoons and severe 
drought. Climate change risks are particularly heightened since the RMI is one of the lowest-lying 
atoll nations in the world. The RMI receives grants averaging 21.4% of gross domestic product 
(GDP) through its Compact of Free Association with the United States. Although the government 
achieved annual fiscal surpluses averaging 3.4% of gross domestic product (GDP) from fiscal 
year (FY) 2014 (ended 30 September 2014) to FY2018, in preparation for the scheduled 
expiration of the economic provisions of the Compact after FY2023, thin institutional capacities 
for implementing reforms to public financial management (PFM) and state-owned enterprises 
(SOEs) remain as critical risks to longer-term fiscal sustainability. 
 
2. Ongoing project. On 13 October 2017, the Asian Development Bank (ADB) approved 
the original project with a $2.0 million Asian Development Fund (ADF) grant to support PFM 
reforms in the RMI.1 The original project was to strengthen the institutional capacity of the Ministry 
of Finance (MOF) to (i) prioritize and implement the PFM Reform Roadmap; and (ii) design and 
implement SOE reforms. 2  On 17 September 2019, ADB approved additional financing of 
$0.5 million in ADF grants to scale up and consolidate activities under the original project and 
allow for further PFM and SOE reforms to be implemented.3 The ongoing project’s intended 
impact is more effective governance achieved in the RMI, in line with the National Strategic Plan 
2020–2030.4 The project’s outcome will be improved PFM. The ongoing project’s closing date is 
31 December 2020. 
 
3. Second additional financing. The government requested a second round of additional 
financing from ADB to further scale up project outputs and sustain the reform momentum. The 
proposed additional financing will build on the progress made under the ongoing project by scaling 
up and consolidating critical PFM and SOE reforms. The outputs of the additional financing will 
be the same as those of the ongoing project. 
 
4. Reform road map implementation. To support the achievement of the first output, the 
Reform Coordination Unit (RCU)—a pool of long-term consultants based in Majuro that the project 
set up to provide on-the-ground support to MOF—will focus on three reform components of the 
road map under the second additional financing: 

(i) Improving the management of nontax revenue. After the full implementation in 
2012 of a vessel day scheme in the exclusive economic zones of the Parties to the 
Nauru Agreement (PNA), the RMI’s average collection of fishing license fees 
increased to $20.6 million (9.9% of GDP) during FY2012–FY2019, from an 
average $1.6 million (1.1% of GDP) during FY2004–FY2011.5 Since these sharp 
increases contributed the most to a recent substantial improvement in domestic 

 
1  ADB. Marshall Islands: Public Financial Management Project. 
2  Government of the Marshall Islands. 2014. Public Financial Management Reform Roadmap 2014–2016. Majuro. 
3  ADB. Marshall Islands: Public Financial Management Project (additional financing). 
4  Government of the Marshall Islands. 2020. National Strategic Plan 2020–2030. Majuro. 
5  The combined waters of the Parties to the Nauru Agreement—the Federated States of Micronesia, Kiribati, Nauru, 

Palau, Papua New Guinea, the RMI, Solomon Islands, and Tuvalu—yield about 30% of the global tuna catch by 
weight. The shift to a vessel day scheme from the previous volume-based regulation of distant-water fishing fleets 
promotes the sustainability of tuna stocks by limiting fishing while increasing revenues for the participating countries. 

http://www.adb.org/Documents/RRPs/?id=50295-003-2
https://www.adb.org/projects/50295-001/main
http://rmi-mof.com/wp-content/uploads/2017/02/RMI-PFM-Roadmap-Final.pdf
https://www.adb.org/projects/50295-002/main
https://www.rmieppso.org/eppso_files/nsp/NSP_2020_2030.pdf
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resource mobilization, it is imperative to strengthen the management of fishing 
license fees and other nontax sources of revenue, as highlighted also in a 2017 
progress report on the reform road map. 6  In June 2019, the project team 
completed a review of the RMI’s policies on nontax revenue and special revenue 
charges, for MOF's consideration. This reform component calls for (a) formulating 
policies and operating guidelines for nontax revenues; (b) developing databases 
and other systems to strengthen forecasting as inputs to the annual budget 
process; and (c) facilitating the establishment of a nontax revenue unit within MOF.           

(ii) Strengthening control over contingent liabilities. The RMI’s public debt stock 
declined steadily from the equivalent of 85.2% of GDP in FY2000 to 31.5% in 
FY2019, prior to the onset of the coronavirus disease (COVID-19) pandemic. 
About a third of outstanding debt is borrowing by SOEs, guaranteed by the 
government.7 Further, contingent liabilities also arise from the Marshall Islands 
Social Security Administration. The International Monetary Fund (IMF) estimates 
that even with the implementation of reforms in FY2017, a gap remains between 
benefit payments and contributions of about $3 million annually, and the pressures 
will only increase in the longer term (footnote 7). The latest available estimates 
also show that the Marshall Islands Social Security Administration's unfunded 
liabilities are the highest among social security funds in the North Pacific.8 The 
second additional financing will enable the project team to support the road map’s 
priority actions in this area by reviewing and refining the applicable policies, 
including those on loan guarantees to local governments and SOEs, and the 
issuance of indemnities. This will help achieve a more robust control of contingent 
liabilities.    

(iii) Introducing performance-based budgeting for local governments. The 
ongoing project has made substantial progress in developing the National Planning 
Framework and laying the foundations for performance-based budgeting at the 
national level. Under the second additional financing, the project will build the 
capacity of local governments for performance-based budgeting by aligning their 
operational budgets with the National Strategic Plan and relevant sector plans. 
This will support the road map’s aim to improve local governments' financial 
management. 
 

5. MOF prioritizes capacity building as a crosscutting enabler of road map implementation. 
The RCU helped narrow the skills gaps by providing workforce development training for MOF 
staff; covering areas such as the annual budget process, medium-term budgeting, performance-
based budgeting, and fixed asset management. Also, the RCU is collaborating with the College 
of the Marshall Islands on delivering training on government accounting to young Marshallese 
graduates. Further technical and soft skills training will be necessary to boost the workforce's 
readiness for the digital future. Under the second additional financing, the RCU, in collaboration 
with a World Bank project, will continue to develop individual training plans in line with MOF’s 
competency framework, to help employees and managers chart a pathway for skills development. 
 
6. State-owned enterprise reform implementation. The establishment of an SOE 
monitoring unit in MOF in 2018, further bolstered by the creation in 2019 of an assistant secretary 

 
6 Government of the Marshall Islands. 2017. Public Financial Management Reform Roadmap Progress Report II. 

Majuro.  
7 IMF. 2018. Republic of the Marshall Islands 2018 Article IV Consultation Staff Report—Press Release; Staff Report; 

and Statement by the Executive Director for the Republic of Marshall Islands. IMF Country Report No. 18/270. 
Washington, DC. 

8 ADB. 2020. North Pacific economies in Asian Development Outlook 2020. Manila. 

http://rmi-mof.com/wp-content/uploads/2018/03/Medium-Term-PFM-Reform-Roadmap-for-RMI-02172017-FINAL-1.pdf
https://www.imf.org/en/Publications/CR/Issues/2018/09/10/Republic-of-the-Marshall-Islands-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-46216
https://www.imf.org/en/Publications/CR/Issues/2018/09/10/Republic-of-the-Marshall-Islands-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-46216
https://www.adb.org/sites/default/files/publication/575626/ado2020.pdf


3 

position to oversee the unit, significantly accelerated progress in delivering the project’s second 
output. Most notably, the SOE monitoring unit completed draft agreements with four SOEs on 
their community service obligations (CSOs). For two of these SOEs, the cabinet authorized a 
switch to formal performance-based CSO contracts, to replace inefficient annual subsidies. The 
second additional financing will enable the project team to sustain the reform momentum by 
(i) completing CSO agreements with five more SOEs and (ii) involving at least two more SOEs in 
formal performance-based CSO contracts. The project will also prioritize the continuous provision 
of tailored training programs on SOE governance skills for women, to enable them to better 
compete for board positions under the SOE Act’s provisions for the skills-based selection of 
directors.9 The RCU and the SOE monitoring unit collaborate with gender champions in the Office 
of the Chief Secretary and the Ministry of Culture and Internal Affairs (Gender Development 
Division) in designing and delivering these training courses. 
 
B. Performance of the Project 
 
7. Despite the disruptions and staff turnover caused by the COVID-19 pandemic, the RCU 
remains adequately equipped with three international consultants (an advisor, a financial 
management specialist, and an SOE monitoring and CSO expert) and three national consultants 
(a budget specialist, a human resource specialist, and an accounting specialist). The RCU is now 
an established and recognized team embedded in and reporting to MOF, and providing advisory 
and technical assistance services to the government. However, capacity constraints within the 
government remain a critical issue, and require continued support from senior officials to sustain 
progress and build further momentum. In ADB’s assessment, the ongoing project is performing 
well based on: 

(i) Delivery of expected outputs. The project is on track to deliver all expected 
outputs. The table below highlights the key achievements to date. 

 
Outputs Delivered Under the Ongoing Project 

Project Targets Progress to Date 
Output 1: MOF’s institutional capacity to implement the PFM Reform Roadmap strengthened 
1a. At least six reforms 
implemented, as per 
updated road map action 
plan. 

The RCU updated the PFM Reform Roadmap 2014–2016 and 
contributed to progress in at least 12 of the 30 broad reform areas of the 
updated road map:  

(i) Strengthened PFM legal and policy framework—Accounting 
Manual (December 2020); Travel Procedures Manual (ongoing) 

(ii) Improved budgeting framework—facilitated finalization of the 
National Strategic Plan 2020–2030 (June 2020)   

(iii) Annual reporting by line ministries—National Planning 
Framework and Key Performance Indicators (June 2019) 

(iv) Improved cash management—simplified cash monitoring 
template for Treasury and Accounting (December 2020) 

(v) Strengthened procurement management—close coordination 
with World Bank project in designing an FMIS  

(vi) Improved payroll management—facilitated adoption of ADB-
funded HRMIS and its potential interface with the FMIS 

(vii) Strengthened asset management—development of Fixed 
Asset Management Manual (July 2019) 

(viii) Introduction of a performance-based management 
framework—initial performance agreements signed with critical 
agencies (January 2020) 

(ix) Improved management of imprest accounts of all RMI 

 
9 Republic of the Marshall Islands. 2015. State-Owned Enterprises Act, 2015. Majuro.  



4 
 

Project Targets Progress to Date 
embassies—Procedures Manual finalized (June 2019) 

(x) Strengthened external audit function—pilot government 
accounting class (May 2020) 

(xi) Improved aid coordination—update of the Development 
Assistance Policy 

(xii) PFM reform communications and training—various 
publications, awareness-raising activities, training sessions 

1b. At least three training 
sessions per year 
provided by the RCU, with 
women representing at 
least 35% of trainees. 

The RCU conducted 30 training courses and workshops during 2018–
2020. Of the 498 total attendees, 260 (or 52%) are women. Topics 
covered include the annual budget process, medium-term budgeting, 
performance-based budgeting, fixed asset management, as well as a 
tailored training course on government accounting in collaboration with 
the College of the Marshall Islands. 

1c. More MOF staff (men 
and women) hold 
accounting, computer 
science, or business 
administration degrees 
and/or diplomas. 

Of the 92 staff working in MOF as of December 2020, 35.9% are women, 
which is higher than the national average. Also, of MOF's 33 women staff, 
1 has a master’s degree (compared with 0 for men), 6 have bachelor’s 
degrees (3 for men), and 14 have associate’s degrees (25 for men).  

1d. Share of women staff 
in MOF management 
positions increases, 
subject to qualifications. 

Although women are still under-represented in MOF management—
secretary, assistant secretary, division and/or section head—the ongoing 
project facilitated the hiring of two additional women, bringing the total 
number of female managers to 4 (of 16 occupied management positions). 

1e. Revised fiscal 
responsibility bill approved 
by PFM Reform Steering 
Committee. 

A final draft of the Fiscal Responsibility and Debt Management Act, 2020 
and related regulations were provided to the government by the end of 
February 2020. A public hearing on the draft act was conducted in 
October 2020.  

1f. Draft tax administration 
legislation approved by 
PFM Reform Steering 
Committee. 

Despite disruptions caused by the COVID-19 pandemic, the RCU’s 
technical tax consultant was able to deliver, for the government’s review 
as of June 2020, a discussion paper on strategies to increase MOF's 
capacity to collect current taxes, a proposal for value-added taxation, and 
other revenue enhancement options. 

Output 2: MOF’s institutional capacity to implement SOE reforms strengthened 
2a. SOE monitoring unit 
established and staffed 
within MOF. 

The SOE monitoring unit was established in May 2018. In March 2019, 
an assistant secretary position was created within MOF to oversee the 
monitoring unit, among other responsibilities, and the position was filled in 
June 2019. An SOE Reform Roadmap— detailing prioritized and 
timebound courses of action—was completed in July 2020, for further 
consultation with stakeholders. 

2b. Report prepared, 
identifying and assessing 
legitimacy and cost of 
CSOs of at least 
4 selected SOEs. 

A framework for identifying and costing SOEs' legitimate CSOs was 
approved in May 2018. The SOE monitoring unit has completed work to 
identify and assess the legitimacy and costs of CSOs of four SOEs (Air 
Marshall Islands, Tobolar, Marshall Islands Shipping Company, and 
Majuro Atoll Waste Company). In addition, work is ongoing to finalize 
performance-based CSO contracts with two SOEs (Air Marshall Islands, 
and Tobolar) to replace subsidies.  

2c. Share of women 
directors on SOE boards 
increases, subject to 
qualifications. 

As of June 2021, women accounted for only 27.5% of directorships on 
SOE boards. However, the RCU and the SOE monitoring unit are 
collaborating with gender champions in the Office of the Chief Secretary 
and the Ministry of Culture and Internal Affairs on the design and delivery 
of training programs on SOE governance skills for women. This will 
enable qualified women to better compete for board positions under the 
SOE Act’s provisions for the skills-based selection of directors.   

COVID-19 = coronavirus disease, CSO = community service obligation, FMIS = financial management information 
system, HRMIS = human resources management information system, MOF = Ministry of Finance, PFM = public 
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financial management, RCU = Reform Coordination Unit, SOE = state-owned enterprise. 
Sources: Progress reports from the Ministry of Finance's Reform Coordination Unit and SOE Monitoring Unit. 

 
(ii) Satisfactory implementation progress. The cumulative contract awards total 

$2.475 million (99.0% of ADB financing) and cumulative disbursements total 
$2.215 million (88.6%) as of 21 June 2021. This is against time lapsed of 85.0%. 
The contracting process for international consultants was delegated to ADB and 
all contracts were awarded by November 2017, within 1 month of the project's start. 
Given the COVID-19 travel restrictions, the two former financial management 
specialists (accounting) had to vacate their positions in the RCU in March 2021. A 
full-time successor was contracted in December 2020, and the second financial 
management specialist position is targeted to be filled by the third quarter of 2021. 
The national consultants were recruited using government processes, including 
the latest addition to the RCU: an accounting specialist contracted in February 
2021.  

(iii) Satisfactory compliance with safeguard policy requirements. The project is 
classified as category C for environment, involuntary resettlement, and indigenous 
peoples, because it only provides advisory services. Each safeguard covenant 
item of the ongoing project is complied with. 

(iv) Successful management of risks. The ongoing project’s design includes 
measures to mitigate risks. Government and development partners have been 
implementing these mitigation measures satisfactorily, including delegating the 
recruitment of consultants to ADB to ensure the availability of support, and holding 
regular development partner coordination meetings to ensure the timely availability 
of complementary technical assistance resources. 

(v) On track rating. Overall, the ongoing project is rated on track under ADB’s project 
performance rating system. The final audited financial statements of the ongoing 
project covering FY2019–FY2020 were received on 9 April 2021. 

 
C. Conclusion 
 
8. Given the successful performance of the ongoing project in delivering outputs toward 
intended results, the government requested a second round of additional financing to further scale 
up and consolidate project activities. Advancing the PFM and SOE reforms is even more critical 
in the context of additional fiscal pressures brought on by the economic impacts of the COVID-19 
travel and mobility restrictions. All activities and outputs proposed under the second additional 
financing will contribute to the effective implementation of PFM and SOE reforms (paras. 4–6), as 
outlined in the updated PFM Reform Roadmap 2014–2016 (para. 2).   
 
9. The proposed second additional financing for the project complies with ADB's eligibility 
criteria (para. 7). Additional financing is a suitable modality because the proposed activities are 
strongly linked to the design of the ongoing project, while also contributing to the same outputs 
and outcomes, and the broader goal of improving PFM in the RMI. The implementation 
arrangements remain unchanged, but additional individual consultants are expected to be 
recruited as part of the RCU, under the oversight of MOF. 


