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PACIFIC PRIVATE SECTOR DEVELOPMENT INITIATIVE



MICRONESIA



COUNTRY OVERVIEW | AUGUST 2016



CURRENT AND FUTURE PROJECTS



KIRIBATI The comparatively small amount of funding PSDI has spent in Kiribati was mostly deployed in 2014–2015, when $31,000 of the $51,000 allocated since 2007 was spent. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: PSDI has continued to provide peer review and support for the government’s state-owned enterprise (SOE) reform program, and in June 2014, under a separate Asian Development Bank (ADB) technical assistance project, participated in a multi-donor mission to review SOE reform progress. In 2015–2016, Kiribati participated in PSDI’s Finding Balance benchmarking study for the first time since the biennial exercise began in 2009. BUSINESS LAW REFORM: A company law and registry diagnostic was completed in late June 2014. In August 2016, PSDI delivered



a legal diagnostic of the company and business names laws and a review of registry elements of legislation for other entities, including credit unions and co-operatives. PSDI will support the development of a new policy and legislative framework in 2016 and 2017. PSDI is also reviewing designs for an electronic business registry that is appropriate to the volume of registrations and business activity in Kiribati.



REPUBLIC OF THE MARSHALL ISLANDS



OUTCOMES AND RESULTS



Spending on PSDI assistance to the Republic of the Marshall Islands since 2007 amounts to $162,000, with roughly two-thirds of this spent on SOE reform and one quarter on financing growth initiatives. Of the $24,000 spent in 2015–2016, almost all went towards the production of a private sector assessment. FINANCING GROWTH: The Secured Transactions Act 2007 was enacted and an electronic registry installed in 2007 with technical assistance from PSDI. Lenders in the Marshall Islands have been active registry users, with more than 8,000 loans made as of mid2015. Many loans are secured by future land rent proceeds from the military base of the Government of the United States on Kwajalein Atoll. An upgrade of the registry was completed in late 2014. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: The Marshall Islands has participated in the 2011, 2012, 2014, and 2016 Finding Balance studies on the comparative country performance of SOEs. The studies have raised awareness of the fiscal cost of the SOE sector in the Marshall Islands and will support the government’s implementation of the SOE Act.



CURRENT AND FUTURE PROJECTS



FINANCING GROWTH: PSDI is providing ongoing support to increase lenders’ update of the secured transactions framework. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: PSDI supported the development of an SOE reform policy, which Cabinet endorsed in April 2012. Based on the policy, the SOE Bill was drafted with substantial PSDI advice and input. The bill is designed to strengthen SOE governance and commercial orientation, and support government efforts to improve SOE performance. It was passed by Parliament in 2015. PSDI will support implementation of the bill. ANALYTICAL AND CROSSCUTTING WORK: The Government of the Marshall Islands has requested a private sector assessment, which is likely to be published in early 2017.



OUTCOMES AND RESULTS



FEDERATED STATES OF MICRONESIA PSDI spending in the Federated States of Micronesia (FSM) totalled $56,000 by mid-2016, with two-thirds of this committed to financing growth initiatives and one-third to SOE reform. In 2014-2015, an upgrade of the secured transactions registry saw $15,000 of the $20,000 spent that year allocated to financing growth. The $5,000 spent in 2015-2016 went towards preliminary assessments for the development of a strategic plan for the FSM Development Bank. FINANCING GROWTH: The secured transactions regime in FSM is the longest running in the Pacific. It was established through the Secured Transactions Act 2006 and the creation of an online registry after the ADB assisted the Government of FSM to implement secured transactions reforms in 2005–2006. The new framework saw a large number of initial registrations, a lull between 2008– 2009, then increased registrations between 2011–2015 representing new loans. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: On request from Pohnpei Utilities Corporation (PUC), PSDI undertook an analysis of PUC’s options for outsouring its power, water, and wastewater operations. The analysis included public-private partnership opportunities. PSDI presented the analysis to PUC management in June 2014, and it was endorsed by the board in late 2014. Implementation assistance is now being considered by ADB as part of its broader country partnership strategy. FINANCING GROWTH: PSDI is supporting an upgrade of the secured transactions registry, a review of secured transactions reform outcomes, and efforts to increase lenders’ use of the secured transactions framework. PSDI has also commenced discussions with FSM Development Bank on assisting with the preparation of a strategic plan to guide the future direction of the bank.



MICRONESIA



COUNTRY OVERVIEW | AUGUST 2016 NAURU



OUTCOMES AND RESULTS



In 2015-2016, all spending in Nauru—$48,000—was on business law reform activities, specifically, legal assistance in support of the establishment of the Intergenerational Trust Fund. Of the $358,000 PSDI has spent on Nauru in total, two-thirds was allocated to financing growth initiatives, representing PSDI’s ultimately successful efforts to bring banking services to the country. FINANCING GROWTH: Since the early 2000s, Nauru had been without a financial institution capable of providing commercial banking services. In 2012, PSDI undertook an assessment of the Nauruan people’s financial requirements, which it then used to help the Government of Nauru prepare an information memorandum to identify an appropriate institution to provide these services. Expressions of interest were submitted to the government in August 2013 and Bendigo-Adelaide Bank opened an agency in Nauru in May 2015. PSDI also assisted the government in reviewing the existing regulatory framework for financial institutions and, in February 2014, submitted policy recommendations for the regulation and supervision of financial institutions. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: PSDI provided technical assistance to the government to restructure the Republic of Nauru Phosphate Corporation’s senior executive management. This included assistance with recruiting a new chief executive officer (CEO) who began in October 2011. PSDI also supported the development of a new organization structure for senior management and board of the Nauru Utilities Corporation (NUC) and Nauru Rehabilitation Corporation (NRC), including assistance with new CEO and other senior management recruitment. NUC’s new CEO took up his position in June 2012. Follow-up performance review assistance for the NUC CEO, and recruitment of a new NRC CEO, was provided under separate ADB funding. NRC’s new CEO was appointed in November 2013. ECONOMIC EMPOWERMENT OF WOMEN: Together with the ADB, PSDI assisted with a review of discriminatory laws and practices in Nauru in 2013 and 2014 and with development of the National Gender Action Plan.



OUTCOMES AND RESULTS



PALAU More than 40% of the $643,000 committed to Palau since 2007 supported secured transactions reform, which culminated in the launch of an online registry in 2013. In 2015-2016, the $126,000 allocated to Palau went mostly towards preparation of a private sector assessment and support for the commercial transformation of the National Development Bank of Palau. BUSINESS LAW REFORM: PSDI completed a diagnostic of the Company Law and the existing company registry in late 2013. It found the private sector in Palau is severely constrained by an outdated company law and an almost dysfunctional paper-based registry. PSDI has provided input into the new Company Law Bill but unfortunately the new Government of Palau does not see its reform as a priority.



CURRENT AND FUTURE PROJECTS



FINANCING GROWTH: Following PSDI-supported secured transactions reform, the Secured Transactions Act was passed in May 2012 and an electronic registry was launched in January 2013. Although relatively small, the number of secured loans per capita ranks Palau’s secured transactions filings in the top half of those in use in the Pacific. PSDI is providing ongoing support to lenders to increase their uptake of the secured transactions framework. PSDI is supporting the commercial strengthening of the National Development Bank of Palau in line with the regulatory requirements of the Palau Financial Institutions Commission. A review of bank policies has commenced and operational assistance may follow this review. BUSINESS LAW REFORM: In 2016, the government requested PSDI lead a reform of the company registry, which will include the drafting of a companies bill and the development of an online company registry. STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS: PSDI continues to support Palau’s development and implementation of an SOE policy. The first public consultation on the draft SOE policy was held in November 2013 and the second in April 2014, and the policy was endorsed by the President in late-2014. It calls for the commercial operation of all three of Palau’s SOEs, the establishment of a contracting framework for community service obligations, and the removal of elected officials from SOE boards. In 2016, PSDI has been providing technical support to review options for private investment and operation of the Koror airport through a public-private partnership mechanism. With the Palau Chamber of Commerce, PSDI has developed a corporate governance strengthening program. This began in April 2014 and is ongoing. PSDI also assisted the newly merged power and water utility with their articles of incorporation and CEO selection process. ANALYTICAL WORK: A private sector assessment for Palau has been written and is scheduled to be published in early 2017.



ASIAN DEVELOPMENT BANK Pacific Private Sector Development Initiative Pacific Liaison and Coordination Office Level 20, 45 Clarence Street, Sydney, Australia



Tel +61 2 8270 9444 • Fax +61 2 8270 9445 [email protected] • @ADB_Sydney_PSDI www.adbpsdi.org • www.adb.org/plco/psdi



PSDI works with ADB’s 14 Paciﬁc developing member countries to improve the enabling environment for business and address constraints to private sector development in support of sustainable and inclusive economic growth.



PSDI is a regional technical assistance facility co-financed by the Asian Development Bank, the Government of Australia, and the Government of New Zealand.
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