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Annex 1: Financing and Implementation Arrangements
Financial Envelope and Knowledge

The World Bank, IFC, and MIGA will continue to draw on the WBG’s comprehensive financing network and
strong collaboration during the previous RPF period. The World Bank and IFC will continue to consult closely to
deepen understanding of the context and identify potential private sector reform areas to bring into policy dialogue with
clients through development policy operations (DPOs). Where feasible and fully respecting demand from the client, the
World Bank, IFC, and MIGA will facilitate dialogue from early stages and work jointly to integrate financing and non-
financing solutions that will maximize the impact of public resources. Where markets already exist, reinforcement will
be supported using commercial finance and private sector solutions where it can be done cost-effectively. In cases where
markets are not conducive to private investment, or where the enabling environment needs to be strengthened, the WBG
will focus on reforms—including leveraging DPOs—that address these market failures and constraints. Where risks
remain high, the priority will be to apply guarantees and risk-sharing instruments through the unified Guarantee Platform
housed at MIGA to bring a larger share of the investment program into the commercial space. To date, MIGA has engaged
in discussions to support renewable energy projects in Samoa and Tonga.

This RPF spans the two IDA financing cycles (IDA21/FY26-28 and IDA22/FY29-31). Combined indicative
national allocations for IDA-eligible countries in the PIC9 are estimated at SDR 352.6 million in IDA21. These countries
may also be eligible for additional resources from other IDA windows, such as the IDA Global and Regional
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hedging options are limited. This will complement the World Bank’s existing support for policy and business climate
reforms.

IFC has a small portfolio in the Pacific region comprising support to the National Bank of Samoa (NBS) to
enhance financial inclusion for small and medium enterprises (SMEs), particularly focusing on women-led
businesses in Samoa. This includes the establishment in FY23 of an eight-year, US$4 million-equivalent unfunded risk
sharing facility (RSF) under the Small Loan Guarantee Program (SLGP), representing IFC’s first investment in the Pacific
region in five years and in Samoa in 14 years. With additional support from New Zealand, IFC is bolstering NBS’s
expertise in gender finance and risk management, empowering the bank to broaden its SME lending services. As part of
this initiative, NBS introduced the Suga Loan Saver Account and is developing an unsecured business loan program
specifically for women-owned SMEs. This strategic investment and advisory project is expected to more than double
NBS’s SME loan portfolio. MIGA currently has no exposure in the region.

The RPF will draw on the Knowledge Advisory Team and the WBG Academy advisory and analytics to build
client capacity and maximize the influence of knowledge on policy reform and projects. This includes tightening
the linkages between World Bank-financed DPOs, investment project financing (IPFs), and advisory services and
analytics (ASAs) in each country. Data collection and analysis undertaken by the World Bank through ASAs will have a
direct line of sight to corresponding DPOs and IPFs, and will aim to inform design, implementation, and/or monitoring
and evaluation of policy reforms and projects, including impact evaluations where possible. This will support
consolidation of the WBG program and facilitate greater collaboration across the WBG and with development partners.
The wide dissemination of ASA-produced data knowledge—on topics such as health, education, and labor mobility—



results in a regional public good. Where there is demand, the WBG will provide technical assistance and training on the
use of data to PIC9 governments, to maximize policy impact.

To support and monitor RPF implementation, the World Bank will: (i) strengthen existing PIC9 data and
statistical systems; and (ii) narrow data gaps by directly producing data and evidence in areas of WBG
comparative advantage. The WBG will continue to provide financing, technical assistance, and capacity building to
PIC9 governments and relevant regional institutions (such as the Secretariat of the Pacific Community) to address data
deprivation. The PIC9 rank very low by the global standard of the statistical capacity index, with few countries meeting
the goal of conducting a HIES at least once every five years and a scarcity of other micro-data, such as labor force surveys,
enterprise surveys, and data on migration and remittances. The micro-data landscape is fragmented, outdated, and often
inconsistent across countries, meaning limited evidence-based social and economic policy and thinly informed macro-
fiscal management. It also makes it impossible to track the WBG vision indicators. WBG support through strengthening
countries’ official statistical systems and improving administrative data helps address this—a new regional poverty and
statistics project is planned for delivery under this RPF, consolidating and building on existing operations. In addition, the
WBG will produce high-quality data as a public good leveraging WBG technical expertise, ability to mobilize financing,
and work across the region.

RPF Outcomes and IDA21 Policy Commitments

Outcome 1, More Effective Macroeconomic and Fiscal Management, aligns with IDA21’s PC10 on Institutional
Strengthening, PC19 on Domestic Resource Mobilization, and PC21 on Debt Sustainability. By targeting PIC9
countries at high risk or in debt distress that implement reforms toward debt sustainability, this RPF outcome responds to
the regional context of a high risk of debt distress in all PIC9 countries covered by the Joint International Monetary
Fund/World Bank Debt Sustainability Framework for Low Income Countries (i.e., barring Nauru and Palau) and
contributes to the WBG results indicator on debt distress. Similarly, by targeting countries with tax revenues-to-GDP
ratios at or below 15 percent that have increased collections, considering equity, the RPF responds to region-wide
vulnerability to highly volatile revenues which is exacerbated at lower average ratios of tax revenues-to-GDP.

Outcome 2, Strengthened Infrastructure for Better Connected Communities, supports IDA21’s PC23 on Urban
Services and PC24 Digital Transformation. By supporting an increase in the number of people benefiting from
improved access to sustainable transport infrastructure, the RPF directly responds to the critical regional need for safer,
more resilient transport infrastructure, including roads, ports, and airports, and contributes to the corresponding WBG
results indicator. Increasing the number of people using digitally enabled services will also help offset the impact of
extreme isolation on communities’ ability to sustain remote working modes of employment and link access to services
globally.

Outcome 3, Healthier Lives and Reduced Learning Poverty, aligns with IDA21°s PC8 on Continuity of Services,
including health and education, and PC15, which comprises a focus on children and adolescents, including early
childhood and maternal child health support. The RPF tracks the number of people receiving quality health, nutrition,
and population services and the number of students supported with better education. With a specific focus on reducing
the incidence of noncommunicable diseases and increasing access to quality early childhood learing, the RPF targets
two issues that are central to client employment and human welfare ambitions.

Outcome 4, Improved Resilience, aligns with IDA21’s PC3 on Crisis Preparedness, PC16 on Climate Adaptation,
PC18 on Food Security, and PC22 on Electricity Access. The RPF includes two main measures of success in this area.
The first is an increase in the number of people with enhanced resilience to climate risks. This will be achieved through
support for preparedness enhancing/disaster risk reducing measures. It will also include support for improved
management of sustainable fisheries, a key sector for food security, jobs, and resilience. The second is an increase in
secure, low carbon generation of power, also critical for resilience in the highly dispersed and vulnerable context of the
PIC9 and will contribute to the client context goal of affordable, reliable, and sustainable energy for all.

Finally, the RPF’s overall goal, More and Better Jobs in the PIC9, aligns directly with IDA21°s PC12 on More
and Better Jobs and supports PC11 on Gender Equality. Although not tracked through indicators, the combined
impact of the four RPF outcomes highlight the RPF’s focus and IDA21’s commitment to jobs, while promoting gender
equality. A Regional Gender Action Plan for the PIC9 has been developed to support implementation of this RPF by



providing a diagnostic of gender inequalities, tracking gender-related commitments, and highlighting WBG and
government priorities and targets.

Other Implementation Issues

Guided by the four outcome areas of this RPF, the World Bank will move toward greater consolidation of its
program across and within each of the PIC9 by systematically tightening the links between World Bank-financed
DPOs, IPFs, and ASAs in each country. The goal is to select two or three sectors in each country where the World
Bank is best placed to commit its resources longer term for deeper impact, based on client interest and WBG performance
in the sector. Operationally, this consolidation should also lead to delivery of fewer (but larger) operations in the PIC9
over the next five years, arresting the increase in the number of projects in the active portfolio, reducing fragmentation,
and helping conserve thin client capacity. This directly responds to the lesson learned and reflected in the WBG Small
States Strategy (SSS) that average project sizes in small states have been small, resulting in fragmented portfolios and
high transaction costs.

Recognizing that thin client capacity is further stretched when natural disasters strike, the WBG will also ensure
that options that facilitate an immediate operational response to emergencies are prepositioned in countries. This
includes strategic deployment of the full range of WBG products and instruments that support crisis preparedness in the
PIC9 to reduce the extent by which resources, both financial and human, need to be diverted from development to crisis
response. For example, expanding the use of the hybrid DPO/Cat DDO instrument will ensure that financing that
disburses quickly and with certainty in the aftermath of a natural disaster is readily available, in addition to traditional
budget support. It also offers efficiency gains by working with only one operation, one set of prior actions, and one set of
reporting requirements rather than two of each. The WBG’s expanded Crisis Preparedness and Response Toolkit also
offers the PIC9 several enhancements and instruments to support emergency preparedness, response and recovery,
including through: (i) the Rapid Response Option (RRO), which enables countries to repurpose up to 10 percent of
undisbursed World Bank financing already approved to address emergency needs following a catastrophic event; and (ii)
the Climate Resilient Debt Clause (CRDC), which allows eligible small states to defer certain payments for up to 24
months upon occurrence of eligible events, such as natural catastrophes or public health emergencies. Contingent
Emergency Response Components (CERCs), which were vital during the COVID-19 pandemic, will also continue to
feature in the WBG program, again ensuring that WBG support helps the PIC9 respond to emergencies with minimal
additional requirements. As of December 2025, there were 15 projects with CERCs across PIC9, except Nauru and Palau.

Annual Business Planning Exercise

The Annual Business Planning Exercise (ABPE) will ensure continued program alignment with the RPF outcomes and
identify emerging opportunities for enhanced One WBG support. Given its regional scope, the RPF anticipates separate
meetings with client countries throughout the year, building on existing consultation processes and engagement
opportunities in the region (e.g., the annual Pacific Islands Forum Economic Ministers Meeting).



Development Partners’ Contributions to RPF Outcomes and Indicators

RPF OUTCOMES /INDICATORS

PARTNERSHIPS |

RPF Outcome 1: More effective macroeconomic and fiscal management

Indicator 1.1: Countries at high
risk or in debt distress that
implemented reforms toward debt
sustainability

Indicator 1.2: Countries with tax
revenues-to-GDP ratio at or below
15% that have increased
collections, considering equity

Close collaboration with the Asian Development Bank (ADB), Australia (DFAT),
European Union, and New Zealand (MFAT) on policy reform dialogue in Kiribati, Samoa,
Tonga, Tuvalu, and Vanuatu through joint policy action matrices. Strategic coordination
with ADB, Australia (DFAT), New Zealand (MFAT) and other development partners on
macroeconomic policy and public financial management issues through the regular Friends
of Pacific Budget Support, Pacific Financial Inclusion Donor Group, and Private
Sector Development Donor Group meetings. Support from Australia (DFAT) and New
Zealand (MFAT) for macroeconomic monitoring, economic updates, poverty analyses, and
other ASAs through the PNG and Pacific Islands Umbrella Facility (PPIUF).

RPF QOutcome 2: Strengthened infrastructure for better connected communities

Indicator 2.1: Number of people
who benefit from improved access
to sustainable transport
infrastructure and services

Indicator 2.2: Number of people
using digitally enabled services

Strategic coordination with ADB, Australia (DFAT), European Union, European
Investment Bank, Japan International Cooperation Agency, New Zealand (MFAT), and the
United States (Department of State) through the Pacific Region Infrastructure Facility
(PRIF), a multi-partner coordination and technical assistance facility that coordinates
development partner investments in the Pacific and provides technical advice on
infrastructure development and sustainable management. Application of the Full Mutual
Reliance Framework (FMRF) with ADB for planned co-financing of the Tonga
Sustainable Economic Corridors and Urban Resilience Enhancement Project. (Lead Lender:
ADB, Trail Lender: World Bank). Application of Alternative Procurement
Arrangements with ADB for the P162938: South Tarawa Water Supply Project and
P165838: Kiribati Outer Islands Transport Infrastructure Investment Project.

Strategic coordination with ADB, Australia (DFAT), European Union, European
Investment Bank, Japan International Cooperation Agency, New Zealand (MFAT), and the
United States (Department of State) through PRIF.

RPF QOutcome 3: Healthier lives and reduced learning poverty

Indicator 3.1: Number of people
receiving quality health, nutrition,
and population services

Indicator 3.2: Number of
students supported with better
education

Indicator 4.1: Number of people
with enhanced resilience to
climate risks

Indicator 4.2: Gigawatts of
renewable energy capacity
enabled

Coordination through the Pacific Health Quintilateral+ Group. Application of the FMRF
with ADB for co-financing of the regional Pacific Healthy Islands Transformation Project.
(Lead Lender: World Bank, Trail Lender: ADB). Co-financing with Organization of
Petroleum Exporting Countries of the regional Pacific Healthy Islands Transformation
Project. Support from Australia (DFAT) and New Zealand (MFAT) for the P178941:
Pacific Health, Nutrition, and Population Programmatic ASA, through the PPIUF. Support
from Australia (DFAT) through the Advance Universal Health Coverage Trust Fund,
for Bank-executed analytics, technical assistance, capacity building, and knowledge
exchange activities.

Co-financing from Australia (DFAT) of P174434: Tonga Safe and Resilient Schools
Project, through the PPIUF. Support from Australia (DFAT) and New Zealand (MFAT)
for the P179386: Advisory Support for Pacific Island Region in Education, through the
PPIUF.

RPF Outcome 4: Increased resilience
Strategic coordination with ADB, Australia (DFAT), European Union, European
Investment Bank, Japan International Cooperation Agency, New Zealand (MFAT), and the
United States (Department of State) through PRIF. Co-financing from Australia (DFAT) of
P174434: Tonga Safe and Resilient Schools Project, through the PPIUF. Coordination
through the technical working group for fisheries.

Strategic coordination with ADB, Australia (DFAT), European Union, European
Investment Bank, Japan International Cooperation Agency, New Zealand (MFAT), and the
United States (Department of State) through PRIF. Application of the FMRF with ADB
for planned co-financing of a new energy project in Tuvalu. (Lead Lender: ADB, Trail
Lender: World Bank)



Risks to RPF Implementation and Planned Mitigation Measures
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There are variable risks of political instability and/or weak governance across the PIC9. Constant
changes in government or political alliances may disrupt decision making and undermine commitment
to policy reforms. To mitigate these risks, the WBG will maintain broad dialogue across the political
spectrum and work where there is bipartisan support for policy reforms and program activities.

The PIC9 are highly vulnerable to economic shocks such as disasters, shocks to commodity price on
both exports and imports, and trade-related shocks. These could complicate economic management
through reductions in revenue, increases in debt, and exchange rate shocks (Outcome 1), reduce fiscal
resources to invest in critical infrastructure such as energy, transport, and housing (Outcome 2), and
affect investment in human development through health, nutrition, and population services (Outcome
3). The WBG will support the mitigation of these risks through sustained and stepped-up
macroeconomic policy dialogue, including through delivery of hybrid DPO/Cat DDOs that address
effective fiscal management, support policy reforms to address infrastructure and human capital gaps,
and support proactive disaster risk management. Most WBG financing will continue to be provided as
grants, with the remainder on concessional terms for most PICs. Close partnerships with key
development partners will also help sustain long-term budget support in the region.

N/A

N/A

Limited local skills, compounded by very small populations and remoteness, constrain preparation and
implementation of the WBG program across the PIC9. Difficulties in attracting and retaining qualified
personnel, including international consultants, contribute to high costs, turnover, and implementation
delays. The WBG will mitigate these risks by optimizing program design, strengthening client capacity,
and reducing implementation burden where feasible. Institutional capacity risks will continue to be
addressed through project-specific mitigation measures and risk-based monitoring.

Weak procurement systems, outdated regulations, and complex decision-making processes pose
substantial risks to value for money and timely delivery. Market constraints are significant, with limited
competition from international firms and capacity gaps among domestic contractors in small and remote
markets. This risk is mitigated by continued promotion of business opportunities via industry
engagement with Pacific supply markets, aggregation of procurement opportunities and use of regional
procurement frameworks, including where applicable under the FMRF, as well as tailoring project
procurement arrangements to reflect the balance between national and international market capacity.
Practical measures include appropriate contract sizing, attention to payment timelines and logistics
constraints, and hands-on implementation support. This will be supported by regional procurement
teams and the use of tailored systems to flag procurement risks and bottlenecks. The WBG will also
undertake in-depth analysis of the capability of domestic construction contractors to guide its approach.
Weak public financial management capacity in the PIC9 poses substantial risks, including potential
misuse of funds, weakened service delivery, and reduced achievement of development objectives. These
risks are heightened by complex project designs, compressed preparation timelines, and low readiness
at implementation, particularly where CSUs are ineffective. Lowering the threshold for the direct
payment method of disbursement in very low-capacity environments would help mitigate risk,
particularly in countries where CSUs have proven ineffective. Improving capability for performance
management of contractors is essential for continued use of consultants, CSUs, and outsourcing. In the
medium term, strengthening the institutional capacity challenges affecting PFM through a coordinated
and harmonized approach by development partners would reduce risk and increase reliance on
governments’ PFM systems.

Environmental and social risk management is constrained by weak institutional capacity,
underdeveloped regulatory frameworks, and limited resources for monitoring and compliance. Risks are
elevated by sensitive environments, complex social contexts, and limited baseline data, compounded by
remoteness. Environmental and social risks will continue to be assessed at the project level, and project-
specific mitigation and risk-based monitoring measures applied. The use of country systems will be
explored along with the potential to address gaps. Hands-on expanded implementation support will be
provided where most needed.

N/A



