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Senior officials and leaders of the governments of Fiji, Kiribati, Republic of the Marshall Islands,
Federated States of Micronesia, Nauru, Palau, Samoa, Solomon Islands, Timor-Leste, and
Tuvalu met 17-19 March in Tokyo to explore practical strategies for building fiscal resilience to
economic and climate shocks. The meeting was hosted by the World Bank and the Government
of Japan and brought together Ministers of Finance; senior officials; and experts from the World
Bank, IMF, and the Government of Japan and Iceland. The forum provided an opportunity for
Ministers and Government representatives to connect with peers and exchange ideas and
strategies to strengthen fiscal resilience.

Rising Global and Climate Risks Threaten Small Island States’ Economic Stability. The
global outlook is deteriorating with the potential for global slowdown, policy and trade
uncertainty, investment and trade disruptions, inflation, and uncertainty about future grant
funding streams. Inflation, which exacerbates an already high cost of living, poses significant
challenges for small island states. These risks are further compounded by natural hazards,
which are particularly significant for the Pacific. Extreme exposure to climate shocks costs small
island states an average of 5-10 percent of GDP per year. Recovery from these shocks often takes
several years, leading to long-term scarring. Combined with declining growth trajectories and
rising sea levels, smallisland states and development partners must take urgent action.

Reaffirming the importance of a sound macro-fiscal framework. Pacific Island States have
made great strides in reducing their debt burden, though several still remain at high risk of debt
distress due to exposure to natural disasters and other shocks. Fiscal buffers are a prerequisite
for financing counter-cyclical fiscal policies as well as protecting vulnerable groups and
maintaining public investments during economic downturns. A tax base that is broad,
investment friendly, and has limited exemptions and a low compliance burden helps build
buffers. Efficient public service delivery frees up fiscal space while investment in resilient
infrastructure reduces the costs of adverse weather events. Medium-Term Fiscal Frameworks
supported by tailored fiscal rules and well-functioning sovereign wealth funds (in some
countries) anchored politically and owned by the population are core elements of a multi-tiered
approach to promoting a prudent fiscal stance.
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Accelerating the implementation of practical solutions to build fiscal resilience. The
building of fiscal resilience to shocks requires urgent action. Government representatives
identified potential areas for collaboration that focus on building fiscal space through
expenditure and revenue reform, strengthening fiscal frameworks, and supporting economic
growth.

Fiscal Resilience Priority Areas

Expenditure Efficiency =  Reforming the public sector wage bill to increase efficiency
and reduce rigidities
= Rationalizing the provision of government subsidies
= Reducing the levelized cost of electricity
= Strengthening the predictability and efficiency of transport
maintenance funds

Domestic Resource = Exploring the feasibility of an open-source, modular iTax
Mobilization solution for use in planned procurement
= Developing a high-level revenue mobilization strategy that
identifies key tax administration and policy reforms

Fiscal Frameworks =  Supporting the development of tailored fiscal rules

Economic Growth = Developing options for increasing the economic value of the
fishery cluster to address moderate growth outlooks in the
region

Committing to taking swift action: The World Bank and Government representatives agreed to
establishing effective modes of collaboration and sharing of international experiences to
advance fiscal resilience in “large oceanic economies,” including:

(1) appoint a primary and secondary focal point for each country who will interact on a regular
basis to discuss and advance the work on fiscal resilience;

(2) launch of a web-based platform with tailored tools, data, and other resources hosted by the
World Bank, including blogs and other materials that incorporates interviews with Ministers and
insights from selected analytical work;

(3) organize regular meetings with Ministers or their appointees to assess Program progress,
ensure alignment with national priorities, and facilitate the exchange of experiences and best
practices among stakeholders, e.g., virtually, in connection with Annual and Spring Meetings or
other international events, and in collaboration between Ministry of Finance appointed focal
points and the World Bank.



