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T he Asian Development Bank
(ADB) launched its updated
study on the comparative
performance of state-owned

enterprises (SOEs) entitled, Finding Balance
2011: Benchmarking the Performance of
State-Owned Enterprises in Fiji, Marshall
Islands, Samoa, Solomon Islands, and
Tonga at the Leaders’ Retreat held in Nadi,
Fiji on 26–27 March 2011. Representatives
from the five Pacific countries attended
the retreat to discuss the key findings and
recommendations of the study, as well as
their own experiences in implementing SOE
reform. The Honorable Richard Prebble,
former Minister for State Owned Enter-
prises in New Zealand, shared insights from
his experience in implementing one of the
most far-reaching SOE reform programs
ever attempted in the region—a process
that brought profound and positive changes
to the New Zealand economy.

Participants endorsed the study’s key
findings and agreed on certain action points
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to support ongoing SOE reform within their
own countries as well as the region. One such
initiative is the development of a community
of practice (CoP) to share knowledge on and
experiences with SOE reform. A website has
been created to support this CoP, where
participants can access SOE legislation,
director development and training
materials, good practice community service
obligation policies and procedures, a
regional register of SOE directors, a
discussion forum, and other information
useful to SOE managers and policy
makers. Visit www.pacificsoeforum.com
for more information about the CoP.

The recently released Finding Balance
study is the second commissioned by ADB
under the Pacific Private Sector Deve-
lopment Initiative (PSDI), which is
cofinanced by the Australian Agency for
International Development. The first study,
published in 2009, covered Fiji, Samoa, and
Tonga. The second study includes not only
two additional countries, the Republic of

the Marshall Islands (RMI) and Solomon
Islands, but also data on the performance
of the SOEs over a longer time period, from
2002 to 2009.1 The study has shown that
SOEs continue to drag economic growth
in all five countries, as the substantial
capital invested in SOEs provides very
low returns.

While Tonga’s SOEs achieved the
highest returns among the five countries,
generating an average return on equity of
6% over 7 years, this is still well below the
10% target set by the Government of
Tonga. The average return achieved by
Fiji’s SOEs was only 0.7%,while Samoa
achieved 0.2%; RMI, –13%; and Solomon
Islands, –14%. For every dollar invested
in SOEs, the contribution to gross domes-
tic product (GDP) was only $0.19 in Fiji,
$0.04 in RMI, $0.13 in Samoa, –$0.07 in
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Solomon Islands, and $0.27 in Tonga. And
since SOEs in these countries contribute
so little to GDP, the private sector will need
to bear a much heavier burden if these
economies are to achieve any reasonable
and sustainable growth.

This situation is clearly not sustain-
able. In addition to poor financial perfor-
mance, many SOEs also struggle to provide
reliable services. If they were private
companies, investors would not tolerate this
poor performance and the companies would
be quickly restructured or closed. But in
the public sector, commercial discipline,
hard budget constraints, and accounta-
bility rarely exist. SOEs remain highly
vulnerable to political interference, in
particular, through their provision of
noncommercial services (usually known as
community service obligations, or CSOs)
without adequate compensation.

Reform is challenging, but the respec-
tive governments of Fiji, RMI, Samoa,
Solomon Islands, and Tonga have all recog-
nized that it is essential and are engaged in
reform at various levels. The Government of
the Republic of the Marshall Islands has
adopted seven good practice principles for
its SOEs to give them a more commercial
orientation. Fiji has recently restructured
two SOEs and is looking to update its SOE
legislation. Samoa has appointed an inde-
pendent selection committee to select and
recommend SOE directors for appointment.
Solomon Islands has recently privatized
two SOEs and has adopted a new SOE Act
and regulations, as well as a skills-based
director selection process, while Tonga has
privatized two SOEs, has adopted a new
best practice SOE Act, and now publishes
the results of its SOEs in local newspapers.
PSDI continues to assist each of these

countries with various aspects of their
SOE reforms.

The key to success of ongoing SOE
reform will be to place SOEs on a fully
commercial footing, with independence
from inappropriate political directives,
boards comprising private sector
directors—selected based on their skills—
hard budget constraints, full compensa-
tion for CSOs, exposure to competition,
and full accountability. This will both
reduce the strain that SOEs currently place
on the budget and the economy, and
create incentives for improved service
delivery.

The success of New Zealand in the late
1980s and Tonga over the past several years
illustrates the power of such reforms.
Tonga’s SOEs have performed compara-
tively better than those of other Pacific coun-
tries because their governance structures
generally allow them to operate indepen-
dently of the political process, with fewer
unfunded CSOs. While the Finding
Balance study demonstrates the drivers
and consequences of poor SOE perfor-
mance, more importantly, it also provides

answers and guidelines to assist politi-
cians, SOE managers, and policy makers in
developing and implementing policies and
practices that will result in improved SOE
performance and reform outcomes.

Following the Nadi Leaders’ Retreat,
presentations and workshops on the
study’s findings have been held in
Solomon Islands and Tonga. In both coun-
tries, workshop participants included SOE
directors and senior managers, members
of the SOE monitoring units, and key stake-
holders. The respective SOE ministers
opened the workshops and emphasized the
importance of the study and the need for
ongoing SOE reform. The workshops,
ministers’ messages, and the study itself
received significant media attention in both
countries as well as in the region. ADB
intends to hold similar workshops in other
Pacific countries throughout 2011. 
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Visit www.pacificsoeforum.com
Laure Darcy (left) and Chris Russell (right) presenting Finding Balance 2011 at the Leaders’ Retreat

Former New Zealand Minister for State Owned Enterprises Richard Prebble and Solomon Islands
Minister of Finance Gordon Darcy Lilo (center), with authors Chris Russell (left) and Laure Darcy
(right) at the Solomon Islands launch of Finding Balance 2011
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A  ccess to savings services is
important for people in all
developing countries. It
enables people to survive

unexpected events, invest in small
businesses, and accumulate money for
payment of school and medical fees.Without
access to financial institutions, people have
resorted to stashing away cash, which
brings about risks of theft and the deterio-
ration of bank notes in the humid tropical
climates of Pacific island countries. Thus,
few people are able to accumulate savings.

For those who live in remote villages
in Papua New Guinea (PNG) opening a
savings account can be an enormous
challenge. It often takes several hours, or
even days, on foot to reach the nearest
bank branch. Generally, commercial banks
require formal identification, such as
identity cards, which are not easily
available to many rural people in PNG .

Many microfinance institutions have
been surprised by the demand for savings
services. As they provide financial services
in remoter areas, they find that the demand
for savings facilities far outstrips the
demand for loans.

The experience of Nationwide
Microbank (NMB) is typical. As its branch
network grew, NMB found a massive
demand for secure savings services,
particularly in rural areas. NMB now has
14 branches throughout the country and is
providing innovative banking services to

a growing number
of customers.

Tommie Seriate
from Koropa Village,
Eastern Highlands
Province, is a land-
mark example of this
demand. After being
unable to open a
bank account with
two commercial
banks in the provin-
cial capital of
Goroka, Ms. Seriate,
who has a small
cash-genera t ing
coffee garden,
recently became
NMB’s 100,000th
customer. The
49-year-old widow successfully opened a
savings account after NMB staff visited
the Kusaro market, located approximately
2 hours from their Goroka branch, to raise
awareness of NMB’s products and services.
According to Ms. Seriate, NMB “made it so
simple to open a savings account.” Besides
being better able to save up for her
grandchildren’s school fees, having a bank
account also opens up the possibility of
borrowing in the future.

NMB, formerly Wau Microbank, was
established as a pilot project in 2004
under the Microfinance and Employment
Project funded by the Asian Development

Bank (ADB), Australian Agency for
International Development, and the
Government of Papua New Guinea. ADB
continues to promote better access to
financial services in PNG through a
number of activities that include support
to NMB. This year, ADB, through its
Pacific Private Sector Development
Initiative, will be working with NMB to
facilitate the introduction of  mobile phone
banking in the country. This should
enable clients to access their bank accounts
without having to travel to a bank branch,
saving them a substantial amount of time
and money. 

Financial Inclusion Begins with
a Humble Savings Account

Tommie Seriate, a 49-year-old widow from Koropa Village in the Eastern
Highlands Province of Papua New Guinea, is Nationwide Microbank’s
100,000th customer

New Tongan Personal Property Securities Registry Now Operational

The Tongan Personal Property
Securities Act commenced in
November 2010. The Act, supported
by the Asian Development Bank’s
Pacific Private Sector Development
Initiative (PSDI), provides for online
registration of security interests over
movable property. As part of its
ongoing implementation support,
PSDI provided technical assistance
for the development of an online
registry, which went live in April
2011 (and is now available at
www.ppsa.to).
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In early 2007, the Government of Solomon Islands
decided to privatize Sasape Marina (SML). Lack of
investment and mismanagement had resulted in a

steady deterioration of the company’s financial and
operating position over the years, with the value of the
government’s equity in SML falling from SI$14 million in
1996 to an estimated SI$3 million in 2005—the last year
in which financial statements were prepared. By 2008, the
company was insolvent and its assets were in a poor state of
disrepair, with both of the company’s slipways inoperable.

Without substantial investment, the company faced
certain closure. The government, recognizing its limited
capacity to invest in and profitably operate the slipways,
turned to the private sector. It was decided that an asset sale
would be the best way to achieve the government’s
objectives to expedite the transaction, minimize its costs,
maximize sales proceeds, and have the new owner operating
the facilities as soon as possible. With technical assistance
from the Pacific Private Sector Development Initiative, a
competitive tender was successfully conducted in 2010, with
the winning bidder putting forward a plan to substantially
rehabilitate and expand the slipways. This investment will
make the slipways uniquely capable of servicing the large
vessel repairs for the Solomon Islands shipping industry, as
well as some from neighboring Papua New Guinea.

Sasape Marina: A Privatization
Success Story in Solomon Islands

The new owners, a joint venture between a Solomon
Islands company and the National Provident Fund, will
invest an estimated SI$10 million at the existing site and
employ up to 150 people once the new slipways are opera-
tional. This is in contrast to the 32 employees of SML who
were made redundant when the sale was completed in early
2011. With the proceeds from the sale, the Government of
Solomon Islands was able to finance severance payments for
all staff and repay SML’s outstanding debts. Within a few
short months of the sale, the new owners are advertising to
employ staff to assist in the rehabilitation process.

This transaction illustrates that
  even insolvent state-owned enterprises (SOEs) can be
attractive candidates for privatization,

  pre-privatization restructuring is not required to bring
about a successful outcome,

  local investors are ready and capable of injecting new
capital to revitalize state assets, and

  privatization ultimately leads to employment creation
as assets are put to more productive use.
In Solomon Islands, moreover, this transaction has

had a further positive impact—providing the current
government with a solid example of the benefits of
privatization and the political capital to prepare more
SOEs for sale. 

Editor’s note: The follow-up piece on secured transactions
reform and registries in the Pacific announced in the March
2011 issue of the Pacific PSD Quarterly will be featured in
the September 2011 edition.


