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PROGRAM AT A GLANCE

Source: Asian Development Bank
This document must only be generated in eOps. 19022019135842634839 Generated Date: 01-Mar-2019 13:37:49 PM

1. Basic Data Project Number: 50028-002
Project Name Pacific Disaster Resilience 

Program (Phase 2)
Department/Division PARD/PASP

Country REG (FSM, RMI, SOL, TON, 
VAN)

Executing Agency Department of Finance and 
Administration, Ministry of 
Finance, Ministry of Finance & 
Economic Management, 
Ministry of Finance and 
National Planning, Ministry of 
Finance and Treasury

Borrower FSM, RMI, SOL, TON, VAN

2. Sector Subsector(s)      ADB Financing ($ million)
Public sector management Public administration 30.00

Total 30.00

3. Strategic Agenda Subcomponents Climate Change Information 
Inclusive economic 
growth (IEG)

Pillar 2: Access to economic 
opportunities, including jobs, made 
more inclusive

Environmentally 
sustainable growth (ESG)

Disaster risk management
Global and regional transboundary 
environmental concerns

Regional integration (RCI) Pillar 4: Other regional public goods

Climate Change impact on the Project Low

ADB Financing

Adaptation ($ million) 3.00

 

4. Drivers of Change Components Gender Equity and Mainstreaming
Governance and capacity
development (GCD)

Institutional development
Institutional systems and political 
economy
Public financial governance

Knowledge solutions 
(KNS)

Application and use of new 
knowledge solutions in key 
operational areas

Effective gender mainstreaming 
(EGM)

5. Poverty and SDG Targeting Location Impact
Geographic Targeting
Household Targeting
SDG Targeting

No
No
Yes

Nation-wide High

SDG Goals SDG9, SDG11, SDG13

6. Risk Categorization: Low 
.

7. Safeguard Categorization Environment: C   Involuntary Resettlement: C   Indigenous Peoples: C
.

8. Financing

Modality and Sources Amount ($ million)

ADB 30.00
     Sovereign Project grant:  Asian Development Fund 24.00
     Sovereign Stand-Alone Policy-Based Lending (Concessional Loan):  Ordinary
capital resources

6.00

Cofinancing 0.00
     None 0.00

Counterpart 0.00
     None 0.00

Total 30.00

Currency of ADB Financing: USD 



 

 

I. THE PROPOSAL 
 
1. The proposed program will improve the resilience of the Federated States of Micronesia 
(FSM), the Republic of the Marshall Islands (RMI), Solomon Islands, Tonga, and Vanuatu to 
disasters triggered by natural hazards. It will support policy actions in disaster risk management 
(DRM) and provide participating Asian Development Bank (ADB) Pacific developing member 
countries (DMCs) a source of contingent financing for timely disaster response and early recovery 
activities. 
 
2. The program is the second phase of the Pacific Disaster Resilience Program approved in 
December 2017 for Samoa, Tonga, and Tuvalu.1  It will provide a second round of disaster 
contingent financing for Tonga and add four countries to the program.2 All seven countries will 
continue the collaboration on DRM under the regional technical assistance (TA) attached to 
phase 1, with its scope expanded to include the additional countries. The program is consistent 
with the objectives of the ADB Pacific Approach, 2016−2020,3 which serves as ADB’s operational 
framework for the Pacific region and as the overall country partnership strategy for the 11 small 
Pacific countries, including the FSM, the RMI, Solomon Islands, Tonga, and Vanuatu.4  The 
program is also in line with ADB’s Strategy 2030, which specifically mentions strengthening 
DMCs’ financial preparedness for disaster response through policy-based contingent financing.5 
 

II. PROGRAM AND RATIONALE 
 
A. Background and Development Constraints 
 
3. Pacific DMCs are highly exposed to diverse types of natural hazards. Disaster risk is 
increasing because of climate change, poor development planning, and ecosystem decline. When 
disasters strike, Pacific DMCs face further challenges because of their remote location and 
geographical features, which contribute to the relatively high cost of disaster response. The 
countries have limited resources and capacity to invest in DRM and facilitate timely recovery and 
reconstruction after a disaster. These delays worsen the indirect economic and social costs of 
disasters, increasing their ultimate impact. 
 
4. Disasters can erode many years of economic development gains by damaging critical 
infrastructure, disrupting services, and diverting resources from development spending. 
Examples of damage and loss caused by disasters in the participating DMCs include Cyclone 
Pam in 2015, which caused damage and loss equivalent to 64% of Vanuatu’s gross domestic 
product (GDP); Cyclone Gita in 2018, which caused damage equivalent to 38% of Tonga’s GDP; 
and severe flooding in 2014, which caused damage equivalent to 9% of Solomon Islands’ GDP. 
 
5. All participating DMCs have taken important steps to improve disaster resilience, and 
DRM objectives are generally well-defined within government policies and plans. All countries 
have defined responsibilities for DRM and have some financial arrangements in place for disaster 
                                                
1 ADB. Regional: Pacific Disaster Resilience Program. 
2 Tonga’s contingent financing under phase 1 has been fully disbursed. 
3 ADB. 2017. Pacific Approach, 2016–2020. Manila. 
4 The program is included in ADB. 2018. Country Operations Business Plan: 11 Small Pacific Island Countries, 2019–

2021. Manila (the RMI, Solomon Islands, Tonga, and Vanuatu). The Government of the FSM requested ADB's 
financial assistance in October 2018 as an addition to the country operations business plan, and ADB’s Pacific 
Department confirmed that such financial assistance can be accommodated in the 2019 resource envelope. An initial 
draft of the design and monitoring framework is in Appendix 1. 

5 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 
Manila. 
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response, including contingency budgets and, in some cases, sovereign disaster insurance. 
However, the countries remain constrained by capacity and competing priorities for resources. 
 
6. Layered approach to disaster risk financing. Pacific DMCs receive strong support from 
development partners, including ADB and other multilateral agencies; and key bilateral partners 
such as Australia, Japan, New Zealand, and the People’s Republic of China, for immediate 
humanitarian aid after major events, but reconstruction typically starts several months after a 
disaster. In the event of a significant disaster, the Pacific DMC governments have insufficient 
resources for early recovery and rely heavily on budget reallocations, which can take time to 
secure and often redirect funds away from development priorities. There is strong demand from 
Pacific DMCs for additional instruments to strengthen financial preparedness for disasters. 
 
7. The most cost-effective way of financing disaster response is through a range of tools in 
a common framework to address different layers of risk.6 The potential tools range from budget 
allocations to address low-impact, high-frequency events to global bonds that address rare 
catastrophic events. Ideally, a comprehensive disaster risk financing strategy would combine 
ex ante (arranged ahead of a disaster occurring, such as disaster reserves, contingency budgets, 
contingent credit, and insurance) and ex post mechanisms (post-disaster budget reallocations, 
borrowing, and international assistance). The precise mix would depend on the relative cost-
effectiveness of alternative instruments for specific layers of risk in individual country contexts. 
 
8. Contingent financing is particularly cost-effective in addressing risks on events that would 
exhaust any dedicated national reserve or contingency budget but occur too frequently to be 
covered cost-effectively through insurance. Pacific DMC governments typically have contingency 
budgets and reserves to cover up to 3-year return period events. The Pacific Catastrophe Risk 
Assessment and Financing Initiative offers insurance cover starting from 10-year return period 
attachments per peril, covering the higher-layer risks, together with any potential international 
assistance.7 There is a gap for medium-layer risks in most Pacific countries, except for the Cook 
Islands, Palau, Samoa, and Tuvalu, which have existing contingent financing with ADB.8 
 
9. Pacific Disaster Resilience Program. ADB approved the Pacific Disaster Resilience 
Program for Samoa, Tonga, and Tuvalu in December 2017. Following Cyclone Gita, Tonga drew 
down its available contingent financing ($6.0 million). Phase 1 includes attached regional TA that 
will be expanded to include the new countries under phase 2.9 The TA has started country support 
to strengthen the policy environment and institutional arrangements for DRM by strengthening 
post-disaster budget execution capability; rapid resource mobilization, appropriation, and 
disbursement in case of disasters; and effective prioritization of the use of funds. 
 
10. Under the TA, an assessment of options for a collaborative multicountry mechanism to 
provide contingent financing in case of disasters is ongoing. The mechanism would allow funds 
to be replenished, more countries to join, and other development partners to contribute to the 
contingent funds. The preferred option will be agreed between the participating governments, 
which would then enter into an agreement to establish the mechanism. Potential options include 
a virtual regional mechanism; operations via an ADB trust fund; and a contingency savings 
product linked to an existing regional entity, such as the Pacific Catastrophe Risk Insurance 
Company. 

                                                
6 D. Clarke et al. 2016. Evaluating Sovereign Disaster Risk Financing Strategies: A Framework. Policy Research 

Working Paper. No. 7721. Washington, DC: World Bank. 
7 World Bank. PCRAFI: Furthering Disaster Risk Financing in the Pacific Project. 
8 Footnote 1; ADB. Cook Islands: Disaster Resilience Program; and ADB. Palau: Disaster Resilience Program. 
9 Potential additional financing would be processed later. 
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B. Policy Reform and ADB’s Value Addition 
 
11. To support effective and comprehensive country DRM strategies and programs, the policy 
reforms will strengthen the disaster resilience of institutions and communities in the participating 
DMCs through (i) strengthened policy, governance, and institutional arrangements for DRM; 
(ii) improved DRM investment planning processes and tools; and (iii) expanded disaster risk 
financing. The program team will coordinate closely with other development partners and with the 
participating governments to identify gaps in DRM arrangements. 
 
12. ADB provides dedicated funding for disaster risk reduction to its concessional assistance-
only DMCs, and often plays a key role in post-disaster needs assessments. For the humanitarian 
phase, ADB’s Asia Pacific Disaster Response Fund can provide grants up to $3.0 million per 
event. Additional concessional funds can be accessed through the Disaster Response Facility 
(DRF) of the Asian Development Fund (ADF). ADB offers emergency assistance loans with 
streamlined loan conditions and processing requirements, but they can take 3 months or more to 
process; regular reconstruction loans take significantly longer. ADB has therefore pilot tested 
contingent financing in the Cook Islands and Palau; and, through the first phase of the Pacific 
Disaster Resilience Program, in Samoa, Tonga, and Tuvalu (footnote 8). 
 
13. The various instruments can be complementary in responding to a single disaster event. 
Following Cyclone Gita, in addition to accessing the contingent financing under phase 1, Tonga 
accessed the Asia Pacific Disaster Response Fund ($1.0 million) and the ADF DRF. Of the 
$8.8 million available for Tonga under the DRF, $6.8 million was allocated for ADB’s Cyclone Gita 
Recovery Project, to reconstruct and climate- and disaster-proof the electricity network of 
Nuku’alofa;10 and $2.0 million was allocated for this second phase of the program.  
 
14. The program provides Pacific DMCs with a source of financing for response and early 
recovery activities for disasters caused by natural hazards. Disbursement will be triggered when 
a state of disaster is declared in accordance with national legislation. The program will 
complement existing disaster risk financing instruments, including annual contingency budgets, 
national disaster funds, parametric disaster insurance, and traditional indemnity insurance. Its 
unique features are as follows: (i) it can make a payment quickly, (ii) the funds can be used 
flexibly, (iii) the amount that can be released is significant in terms of immediate needs, and 
(iv) funds are available for disaster events triggered by any type of natural hazard. 
 
C. Impacts of the Reform 
 
15. The program is aligned with the Sendai Framework for Disaster Risk Reduction, 2015–
2030.11 It is also aligned with the Framework for Resilient Development in the Pacific, 2017–2030, 
particularly goal 1 on strengthened integrated adaptation and risk reduction to enhance resilience 
to climate change and disasters and goal 3 on strengthened disaster preparedness, response, 
and recovery. 12  The most fundamental benefit of the program is strengthened financial 
preparedness for disaster events. The program will provide a timely and predictable source of 
post-disaster financing, facilitating rapid decision making, and implementation of priority actions. 
This will reduce the indirect economic and social cost of direct physical losses. 

                                                
10 ADB. Tonga: Cyclone Gita Recovery Project. 
11 United Nations Office for Disaster Risk Reduction. 2015. Sendai Framework for Disaster Risk Reduction, 2015–

2030. Geneva. 
12 Secretariat of the Pacific Community. 2016. Framework for Resilient Development in the Pacific: An Integrated 

Approach to Address Climate Change and Disaster Risk Management (FRDP), 2017–2030. Suva. 
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16. It will only be possible to quantify the full economic impact of the policy actions after a 
disaster, as the benefits or costs avoided will be determined by the scale and type of disaster and 
geographical area of impact. The following are indicative of the expected economic benefits: 

(i) fewer lives lost and injuries incurred during a disaster, reflecting improved DRM; 
(ii) reduced damage and losses because of improved DRM, response preparation, 

and public training, and more resilient critical public infrastructure and assets; 
(iii) reduced costs from shorter business and public facility closures, and faster 

restoration of livelihoods and essential infrastructure and services; 
(iv) improved public safety and reduced risk of post-disaster health impacts; and 
(v) reduced opportunity costs associated with government budget reallocations or any 

financial costs associated with additional commercial or concessional borrowing. 
 
D. Development Financing Needs and Budget Support 
 
17. The single-tranche program is estimated to cost $30 million. Post-disaster financing needs 
have been determined based on the likely fiscal impact of medium- to low-frequency disasters, 
taking into account the resources likely available from domestic and international sources, the 
need to ensure that the participating DMCs maintain sustainable levels of debt, and the availability 
of concessional resources. Financing per country ranges from 0.5% to 3.0% of annual GDP, 
which is less than the cost of a typical medium-impact disaster in the Pacific. 
 
18. The governments of the FSM, the RMI, and Tonga have each requested grants not 
exceeding $6 million; and the governments of Solomon Islands and Vanuatu have each requested 
grants not exceeding $3 million from ADB’s Special Funds resources (ADF) to help finance the 
program. The governments of Solomon Islands and Vanuatu have also requested a loan of 
$3 million from ADB’s concessional ordinary capital resources to help finance the program. The 
loans will have a 24-year term, including a grace period of 8 years; an interest rate of 1.0% per 
year during the grace period and 1.5% per year thereafter; and such other terms and conditions 
set forth in the loan agreement. The indicative financing comprises resources from the 
concessional resources regional pool; the countries’ concessional lending and grant allocations; 
and in the case of Tonga, the ADF DRF. 
 
E. Implementation Arrangements 
 
19. The executing agencies will be each participating DMC’s finance ministry equivalent.13 
The implementing agencies will include ministries responsible for finance, planning, infrastructure, 
climate change, and DRM. The policy actions are being implemented from 1 January 2018 to 
28 February 2019.14 Each participating DMC has country-specific policy actions and separate 
loan and/or grant agreements. The implementing agencies will carry out an agreed program 
monitoring framework with the support of country-level DRM or climate change committees. 
 
20. Eligibility to withdraw loan and grant proceeds will be based on the achievement of prior 
actions in the policy matrix. Actual withdrawals will be deferred and only triggered after the 
government declares a state of disaster or emergency after a natural hazard event. The 
government can withdraw the loan and grant proceeds partially or entirely, depending on its 
(i) assessment of the disaster’s severity and resultant need and (ii) agreement with ADB on the 

                                                
13 These are the Department of Finance and Administration in the FSM, the Ministry of Finance in the RMI, the Ministry 

of Finance and Treasury in Solomon Islands, the Ministry of Finance and National Planning in Tonga, and the Ministry 
of Finance and Economic Management in Vanuatu. 

14 Policy actions were identified, and their implementation encouraged, through policy dialogue. 
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withdrawal amount. Any remaining funds at the end of the program will be disbursed to the 
respective participating DMCs for strengthening disaster resilience. Funds are spent through 
national budget processes. Loan and grant proceeds will be withdrawn following ADB’s Loan 
Disbursement Handbook (2017, as amended from time to time). ADB will periodically monitor the 
continuing implementation of the policy actions according to the program monitoring framework. 
 

III. DUE DILIGENCE REQUIRED 
 
21. The policy actions are identified based on a DRM gap analysis of each DMC. Due 
diligence will include sector assessments, public financial management and macroeconomic 
assessments, and summary poverty reduction and social strategies.15 The program has proposed 
category C classification for the environment, involuntary resettlement, and indigenous people, 
as it is not expected to cause physical or economic displacement. A matrix of potential safeguard 
impacts and proper mitigation measures, if required, will be prepared following the identification 
of country-specific policy actions. The program’s proposed gender classification is effective 
gender mainstreaming, with specific gender targets in the policy matrix and the design and 
monitoring framework. 
 

IV. PROCESSING PLAN 
 
A. Risk Categorization 
 
22. The program is classified low risk as this is the second phase of an ongoing program, and 
based on ADB’s experience in disaster contingent financing programs in the Pacific, there are no 
significant concerns. Risks to program implementation are related to possible external shocks to 
the economy and capacity constraints of government agencies. These risks will be managed 
partially through TA support for the capacity building of government counterparts. 
 
B. Resource Requirements 
 
23. About 7 person-months of ADB staff inputs are required to complete program processing. 
 
C. Processing Schedule 
 
24. Major milestones up to loan and grant effectiveness are listed in the table. 
 

Proposed Processing Schedule 
Milestones Expected Completion Date 

Fact-finding missions February 2019 
Management review meeting April 2019 
Loan negotiations May 2019 
Board consideration June 2019 
Loan and grant effectiveness July 2019 
Source: Asian Development Bank 

 
V. KEY ISSUES 

 
25. Government commitment will be confirmed during preparatory work. Ongoing work under 
the phase 1 TA on a sustainable regional disaster contingent financing mechanism is critical. 

                                                
15 Due diligence will benefit from support from other ADB departments, such as the Office of the General Counsel; the 

Strategy, Policy and Review Department; and the Sustainable Development and Climate Change Department. 
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DESIGN AND MONITORING FRAMEWORK 
(Initial Draft) 

 
Country’s Overarching Development Objective 
Resilience to climate change and disasters, as well as disaster preparedness, response, and recovery 
strengthened (Framework for Resilient Development in the Pacific, goals 1 and 3)a  
 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 

Effect of the Reform 
Faster recovery from 
disasters in the Pacific 
DMCs 

 
Available pre-disaster contingent 
financing increased to at least 
0.5% of gross domestic product 

 
Finance ministries, 
program reports 

 
External shocks 
(e.g., disasters 
or economic 
downturns) 
damage the 
economy. 

Reform Areas  
1. Strengthened policy, 
governance, and 
institutional 
arrangements for DRM 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Improved DRM 
investment planning 
processes and tools 
 
 
 

Indicative Policy Actions  
By March 2019: 
1.1. New disaster management 

plans with gender 
considerations approved by 
the cabinet (2017 baseline: 
not applicable) 

1.2. Emergency management 
acts approved by the cabinet 
(2017 baseline: not 
applicable) 

1.3. Gender-sensitive national 
policies or bills on climate 
change and DRM or joint 
national action plans on 
climate change adaptation 
and DRM approved by the 
cabinet (2017 baseline: not 
applicable) 

1.4. Sector policies (e.g., urban) 
with climate- and disaster-
resilience and gender 
considerations approved by 
the cabinet (2017 baseline: 
not applicable) 

1.5. Revised national building 
codes or infrastructure 
management bills with 
gender considerations 
approved by the cabinet 
(2017 baseline: not 
applicable) 

 
By March 2019:  
2.1 Revised standard operating 

procedures for DRM with 
gender considerations 
approved (2017 baseline: not 
applicable) 

 
 
1.1 Approved 

documents from 
national disaster 
management offices 
or committees 

1.2 Approved acts from 
national disaster 
management offices 
or committees  

1.3 Approved policies 
from climate change 
offices or Ministries 
of Finance 

 
 
 
 
1.4 Approved plans from 

the relevant sector 
agencies 
 
 
 

1.5 Approved bills from 
the relevant sector 
agencies or 
Ministries of Finance 
 
 
 
 

 
2.1 Approved 

documents from 
national disaster 
management offices 
or committees 

 
Staff constraints 
or shifting 
priorities delay 
the strategic 
planning and/or 
implementation 
of DRM actions. 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 

 
 
 
 
 
 
3. Expanded disaster 
risk financing 

2.2 Regular joint meetings of 
disaster and climate change 
committees held (2017 
baseline: not applicable) 

 
By March 2019: 
3.1 Climate and disaster finance 

units set up in finance 
ministries (2017 baseline: 
not applicable) 

3.2 Government budgets 
committed to emergency 
funds and PCRAFI premium 
in the financial year 2019 
budget (2017 baseline: not 
applicable) 

2.2 Approved minutes 
and reports from 
national disaster 
management and 
climate change 
committees. 

3.1. Government 
verification 
 
 

3.2. Annual budget 
documents from 
ministries of finance 

 
 

 

 

Budget Support 
Asian Development Bank: $30 million ($6 million loan, 24 million grant) 
DMC = developing member country, DRM = disaster risk management, PCRAFI = Pacific Catastrophe Risk 
Assessment and Financing Initiative, TA = technical assistance. 
a Secretariat of the Pacific Community. 2016. Framework for Resilient Development in the Pacific: An Integrated 

Approach to Address Climate Change and Disaster Risk Management (FRDP), 2017–2030. Suva. 
Source: Asian Development Bank.
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PROBLEM TREE 
 

 
 
DMC = developing member country, DRM = disaster risk management. 
Source: Asian Development Bank. 
 

Poor implementation of 
effective DRM strategies 
and programs 

Small populations 
that are widely 
dispersed, 
isolated, and 
difficult to reach in 
times of disasters 

Weak DRM capacity 
of institutions and 
limited financing for 
DRM 

Development priorities 
compromised 

Slow and insufficient post-
disaster financing for timely 
early recovery 

Further economic losses 
caused by delays in early 
recovery and reconstruction 

High direct physical losses and 
indirect economic and social 
impacts of disaster events 

Reduced economic development 

Weak public 
financial 
management 
systems 

Insufficient 
resources 
for early 
recovery  

Relatively high cost of 
disaster response 

High disaster risk 
experienced by 
participating 
DMCs 

CORE PROBLEM: Slow recovery from disasters in Pacific DMCs  
 

EFFECTS 

CAUSES 
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