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The election of a new president of the Republic of the Marshall Islands in October 2009 ended 
12 months of political turmoil. Notwithstanding some underlying tensions, the situation has 
stabilized and a national election is set to take place toward the end of 2011. The change to a 
new coalition government reflects a shift in political power between interest groups rather than 
any fundamental policy differences.

The development of the Marshall Islands has continued to be affected by external shocks of 
the global economic downturn and unprecedented food and fuel price rises. Economic output 
stagnated with no growth in the nation’s gross domestic product (GDP) in 2009, while the 
fiscal position worsened significantly due to the combined impact of tax exemptions for diesel 
and basic food imports the government granted in 2008 to alleviate the effects of the global 
downturn, job cuts at the local United States (US) military base, and a continued weakness 
in expenditure control, particularly with respect to the public service wage bill and subsidies 
to state-owned enterprises. Gross Official Reserves, as of September 2009, was equal to 
0.3 months of imports. This has left no room for the Marshall Islands to respond to further 
external shocks.

The Marshall Islands receives bilateral grant assistance averaging $70 million annually, 
or 45% of GDP and 70% of fiscal revenues. The United States is the Marshall Islands’ main 
development partner. Japan and Taipei,China are also donors, as is the European Union. The 
United States and the Marshall Islands signed a 20-year agreement known as the Compact of 
Free Association in October 2004 under which the government receives annual grant payments 
and access to federal support programs. In return, the US Government retains rights to support 
the foreign affairs and defense of the Marshall Islands. 

Relationship with ADB
The Republic of the Marshall Islands (RMI) joined the Asian Development Bank (ADB) in 1990. 
Since then, ADB has approved 12 loans for $78.13 million and 47 technical assistance (TA) 
grants for $18.98 million.

ADB loans have supported development of the education, fisheries, health, water, and 
transport sectors, and assisted public sector reform and structural adjustment. One loan assisted 
typhoon emergency rehabilitation. The TA program has also covered a wide range of sectors 
and issues, including support for ADB loans, capacity building in development banking, tourism 
management, environmental protection, and the formation of economic policy. The program has 
also helped privatize state-owned enterprises, develop the private sector, and reform the civil 
service. Since 2002, ADB’s program for the Marshall Islands has been increasingly delivered 
through TA grants rather than loans.

The ADB–RMI partnership is further consolidated by the Marshall Islands’ clearance 
of arrears with ADB in March 2009. This and subsequent payment performance are clearly 
indicative of the government’s firm commitment to ADB as a key partner for the country’s 
socioeconomic development.

Table 1.  Marshall Islands:  
Development Indicators

Non-MDG
Population in millions 0.05 (2009)
Annual population  
 growth rate (%) 0.9 (2007–2009)
Adult literacy rate (%) 97 (1999)
Percent of population  
 in urban areas 71.1 (2008)
MDG
Percent of population living  
 on less than $1.25 a day …
Percent of population living  
 below the national poverty  
 line 20.0 (1999) 
Under-5 mortality rate per  
 1,000 live births 36 (2008)
Percent of population using  
 an improved drinking water  
 source 88 (2000)

… = data not available. MDG = Millennium Development Goal.

Sources:  ADB. 2010. Basic Statistics 2010. Manila. 
SPC. 2010. Pacific Regional Information System. 
World Bank. 2010. World Development Indicators Online.



Further, highly participatory TA from 2004 to 2008 helped Majuro, 
the capital of the RMI, to improve the management and disposal of 
solid waste, a problem that had remained unresolved for more than two 
decades.

In 2007, an ADB TA improved the environment for private sector 
development, among others, by assisting the government establish 
a Land Registration Authority. As of October 2008, the volume of 
registrations and recording stood at 1,105, compared with less than  
250 at the start of the TA.

Future Directions
Subject to approval by ADB, the new COBP 2010–2012 prioritizes one 
program loan and TA to support the program in the areas of (i) public 
sector reform, (ii) environment and climate change, (iii) private sector 
development, and (iv) energy. These proposed interventions are within 
the core priority areas identified in the newly approved Pacific Approach 
2010–2014 and Strategy 2020. 

The proposed lending program in 2010 comprises one program 
loan with the amount not exceeding $14 million. The program loan will 
support the government’s restoration of fiscal and economic stability 
and ease adjustment over the medium to long term. This impact will be 
achieved by (i) improving capacity to sustain fiscal reforms over the 
longer term, (ii) integrating relevant Ministry of Finance and economic 
planning functions, and (iii) enhancing the fiscal position of selected 
state-owned enterprises. 

The proposed nonlending program in 2010 comprises one TA 
program ($1 million) and one grant program ($3 million). Alongside, 
new nonlending programs during 2010–2012 will be implemented in 
the areas of (i) economic planning and management; (ii) environment 
and climate change; (iii) private sector development; and (iv) access 
to social services, energy, water, and sanitation. The country program 
will also be complemented by regional TA programs. ADB will continue 
to work with line ministries and consider processing a new nonlending 
program when the government demonstrates clear commitment to 
implementing the programs.

Operational Challenges
The development scenario since the Marshall Islands gained 
independence in 1986 is challenging. Much of the earlier growth directly 
reflected increased payments from the US Government under the 
new Compact of Free Association agreed in December 2003. During 
the current 20-year period of the amended Compact, annual grant 

In October 2008, the Country Operations Business Plan (COBP) 
for 2009–2011 was approved by the ADB Board of Directors. The 
document can be found at www.adb.org/Documents/CPSs/RMI/2008/
COBP-RMI-2009-2011.pdf. The current COBP is being refined in early 
2010 to reflect the latest socioeconomic situations, the Pacific Strategy 
2010–2014, and Strategy 2020.

Impact of Assistance
No loans were approved in 2008–2009. Nevertheless, ongoing 
TA projects approved prior to 2006 continue the strategic focus of 
improving performance and productivity of both the public and private 
sectors, particularly through support to policy formulation. Regional 
technical assistance in the Pacific has also provided support to the 
Marshall Islands. These projects have helped improve the effectiveness 
of other development assistance to the Marshall Islands.

ADB’s TA to the fisheries sector in the late 1990s helped the 
government redesign its investment and development policy after earlier 
policies failed to yield anticipated results. A reassessment of sector 
and policy options helped a government agency develop commercial 
fisheries by enhancing the licensing regime and producing a more 
favorable environment for investment and growth.

A program loan and associated TA, approved in 2001, established 
the country’s trust fund. With continuing financing under the renewed 
Compact assistance from the United States, the fund should help secure 
the country’s public finances.

In 2003, TA was made available to prepare a possible project for 
youth-at-risk and led the government to support a significant shift in its 
policy toward this group. The government is now providing grants to 
outsource provision of welfare and vocational training to civil  
society organizations with a track record of success in helping  
the youth.

Table 3.  Marshall Islands: 2009 Loan, TA, and Grant Approvals  
($ million)

Loans

Sovereign Nonsovereign TA Grants Total

– – 0.2 – 0.2

– = nil.

Cumulative Lending (as of 31 Dec 2009) : $78.1 million
Cumulative Disbursements (as of 31 Dec 2009) : $64.2 million

Table 4.  Marshall Islands: Cumulative ADB Lending  
as of 31 December 2009

Sector
Loans  
(no.)

Amount  
($ million) %a

Agriculture and Natural Resources 1 6.95 8.90
Education 2 14.83 18.98
Energy –
Finance –
Health and Social Protection 2 14.95 19.14

Industry and Trade –
Public Sector Management 3 24.00 30.72
Transport and ICT 1 7.00 8.96
Water Supply and Other Municipal 
 Infrastructure and Services 2 9.90 12.67
Multisector 1 0.50 0.64

Total 12 78.13 100.00

– = nil, ICT = information and communication technology.
a Total may not add up because of rounding.

Table 2. Marshall Islands: Economic Indicators, 2005–2009
Economic Indicator 2005 2006 2007 2008 2009
Per capita GNI, Atlas method ($) 3,170 3,140 3,190 3,270 …
GDP growth  
 (% change per year) 0.7 2.4 3.3 -2.0 0.0
CPI (% change per year) 3.5 5.3 2.7 14.8 2.8
Unemployment rate (%) 30.9 30.9 30.9 … …
Fiscal balance  
 (% of GDP) -3.4 1.3 0.2 -0.3 -0.3
Export growth  
 (% change per year) 39.3 -49.0 31.2 21.4 …
Import growth  
 (% change per year) 18.3 -3.8 3.6 4.0 …
Current account balance  
 (% of GDP) 0.8 -1.6 -5.5 -5.3 -12.1
External debt (% of GNI) 55.4 63.2 67.2 50.5 …

… = data not available, 0.0 = value is less than half of unit  employed CPI = consumer price index,  
GDP = gross domestic product, GNI = gross national income.

Sources:  ADB. 2010. Asian Development Outlook 2010. Manila. 
ADB staff estimates. 
World Bank. 2010. World Development Indicators Online.

http://www.adb.org/Documents/CPSs/RMI/2008/COBP-RMI-2009-2011.pdf


assistance to the Marshall Islands is set to gradually decline. Given 
the shrinking grants, the current size of government is not sustainable 
unless expenditure control and revenue mobilization efforts are stepped 
up. Fiscal consolidation and structural reforms are, therefore, needed 
to ensure long-term fiscal sustainability and to boost private sector 
development. The government is committed to introducing reform 
measures in the FY2010–FY2012 budget. These reforms will imply 
substantial adjustment costs. The Ministry of Finance requires external 
support to finance the adjustment costs and also to plan and implement 
wider-scale reforms in the country. 

Public debt remains high, but assets in the Compact Trust and 
Social Security Funds are recovering. Government and government-
guaranteed debt stood at 62% of GDP in 2008. These debt obligations 
are mostly on concessional terms (40% of the GDP to ADB). Since 
grace periods for most of these loans are expiring, debt servicing 
requirements will rise to about $3 million a year (or 2% of GDP).  
Marshall Energy Company, the largest state-owned company, on the 
other hand, has serious operational deficiencies and is saddled with 
high-cost commercial debt. 

Partnership
Stakeholder participation and partnership are vital to a successful 
development program in the Marshall Islands. In light of this, ADB and 
the Marshall Islands have implemented a number of public consultation 
programs (PCP) since mid-2009. The PCPs have given the government, 
civil society, and donor partners an opportunity to discuss fiscal, 
economic, reform, and development-related issues. Some  
60 stakeholders participated in three different PCP sessions, and open 
debate on a wide range of topics allowed facilitators to gather significant 
insights and recommendations. Major findings from the PCP are 
reflected to the development of the COBP2010–2012, which is expected 
to become effective in early 2010.

Cofinancing and Procurement
Cofinancing operations enable ADB’s financing partners—government 
or their agencies, multilateral financing institutions, and commercial 
organizations—to participate in financing of ADB projects. The 
additional funds are provided in the form of grants, official loans, or 
credit enhancement products.

As of year-end 2009, cumulative direct value-added cofinancing for 
the Marshall Islands amounted to $1.5 million for six TA projects.

From 1 January 1968 to 31 December 2009, contractors and 
suppliers were involved in 186,281 contracts for ADB loan projects 
worth $96.29 billion. During the same period, contractors and suppliers 
from the Marshall Islands were involved in 154 contracts for ADB loan 
projects worth $22.13 million.

A summary of projects with cofinancing from 1 January 2005 to  
31 December 2009 is available at www.adb.org/Documents/Fact_
Sheets/MarshallIslands/cofinancing.asp.

From 1 January 1968 to 31 December 2009, consultants were 
involved in 10,945 contracts for ADB loan projects worth  
$4.38 billion. During the same period, consultants from the Marshall 
Islands were involved in 15 contracts for ADB loan projects worth 
$0.89 million.

From 1 January 1968 to 31 December 2009, consultants were 
involved in 20,087 contracts for ADB technical assistance projects 
worth $2.52 billion. During the same period, consultants from the 
Marshall Islands were involved in 20 contracts for ADB technical 
assistance projects worth $0.38 million.

A summary of procurement contracts awarded to companies 
and consultants from the Marshall Islands for goods and works, and 
consulting services can be found at www.adb.org/Documents/Fact_
Sheets/MarshallIslands/procurement.asp.

Table 5. Marshall Islands: Project Success Rates

By Sector Percentagea

No. of Rated 
Projects/ 
Programs

Agriculture and Natural Resources 0.0 1
Education 50.0 2
Health and Social Protection 50.0 2
Public Sector Management 0.0 2
Transport and ICT 0.0 1
Water and Other Municipal Infrastructure  
 and Services 0.0 1

Total 22.2 9
By Year of Approval

1990s 33.3 6
2000s 0.0 3

ICT = information and communication technology.
a  Based on aggregate results of project/program completion reports (PCRs), PCR validation reports 

(PCRVRs), and project/program evaluation reports (PPERs) using PCRVR or PPER ratings in all cases 
where PCR and PCRVR/PPER ratings are available.

Sources: PCRs, PCRVRs, and PPERs containing a rating circulated as of 31 December 2009.

Table 6.  Marshall Islands: Portfolio Performance Quality Indicators  
for Sovereign Lending, 2008–2009

Number of Ongoing Loans (as of 31 Dec 2009) –
2008 ($ million) 2009 ($ million)

Contract Awards/Commitments – –
Disbursements – –
Loans at Risk (%) – –

– = nil.

Table 7.  Marshall Islands: Contractors/Suppliers Involved in ADB  
Loan Projects, 1 January 2005–31 December 2009

Contractor/Supplier Sector
Contract Amount  

($ million)
ELM Motors Incorporated Education 0.02

Table 8.  Marshall Islands: Top Individual Consultants Involved  
in ADB Technical Assistance Projects,  
1 January 2005–31 December 2009

Consultant
Number of Times 

Contracted
Contract Amount  

($ million)
Individual Consultants 18 0.31

Table 9. ADB Assistance to DMCs, 2008–2009a

2008 
($ million)

2009 
($ million)

Change 
(%)

Lending 10,123.92 13,230.19 30.68 
ADF, Sovereign 1,763.56 2,210.31 25.33 
OCR, Sovereign 6,838.78 10,577.01 54.66 
OCR, Nonsovereign 1,521.58 442.87 (70.89)
 Public Sector 300.00 134.30 (55.23)
 Private Sector 1,221.58 308.57 (74.74)
Equity Investments 123.08 220.00 78.74 
Grants 808.90 1,113.48 37.65 
Technical Assistance 273.20 267.20 (2.21)

ADF = Asian Development Fund, DMCs = developing member countries, OCR = ordinary capital resources.
a Excludes terminated loans, equity investments, technical assistance, and grants.

http://www.adb.org/Documents/Fact_Sheets/MarshallIslands/cofinancing.asp
http://www.adb.org/Documents/Fact_Sheets/MarshallIslands/procurement.asp
http://www.adb.org/Documents/Fact_Sheets/MarshallIslands/procurement.asp


About the Marshall Islands and ADB
ADB Membership

Joined 1990

Shareholding and Voting Power
The Marshall Islands is the 40th largest shareholder among regional members and the 
48th largest shareholder overall. It shows both positions with the Cook Islands.

Figures are as of 31 December 2008, before the fifth general capital increase 
process began. The process is ongoing, and the final figures are expected to be 
available by 31 December 2010. Current subscription levels are available from  
the Office of the Secretary.

Shares held 94 (0.003%)
Votes 13,326 (0.30%)

Siraj S. Shamsuddin is the Executive Director and Marita Magpili-Jimenez is the 
Alternate Executive Director representing the Marshall Islands on the ADB Board  
of Directors.

ADB’s operations in the Marshall Islands are managed through ADB’s Manila 
Headquarters. ADB’s Pacific Department provides the primary operational link to the 
government, private-sector, and civil-society stakeholders in its activities. The Pacific 
Department engages in policy dialogue and acts as a knowledge base on development 
issues in the Marshall Islands.

Sungsup Ra is the Director of Pacific Operations Division (PAHQ).

The Marshall Islands government agency handling ADB affairs is the Office of 
International Development Assistance within the Ministry of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the region and 
19 from other parts of the world. ADB’s main instruments for helping its developing 
member countries are policy dialogue, loans, equity investments, guarantees,  
grants, and technical assistance (TA). In 2009, lending volume was $13.23 billion 
(93 projects), with TA at $267.2 million (313 projects) and grant-financed projects 
at $1.11 billion (64 projects). In addition, $3.16 billion in direct value-added loan 
cofinancing was generated. Over the last 5 years (2005–2009), ADB’s annual lending 
volume averaged $9.18 billion, with TA averaging $245.7 million and grant-financed 
projects $855.4 million. As of 31 December 2009, the cumulative totals were 
$155.94 billion in loans for 2,206 projects in 41 countries, $5.19 billion for 315 grant 
projects, and $3.81 billion for 6,863 TA projects. 

Contacts
ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Finance
Office of International Development Assistance
P.O. Box D, Majuro
Marshall Islands 96960
Tel +692 625 8835

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/marshallislands

Asian Development Outlook
www.adb.org/Documents/Books/ADO/2010/ 
SMALL-PAC.pdf

Annual Report
www.adb.org/Documents/reports/annual_
report/2009/

In this publication, “$” refers to US dollars.
Data are as of 31 December 2009 unless otherwise indicated. Fact sheets are updated annually in March. April 2010
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