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The need for ‘problem driven’ and tightly prioritized Public Financial Management reforms in
developing countries in general, and capacity-constrained Pacific island countries in particular, is
increasingly well established within the academic and policy literature (Fritz, Kaiser, and Levy 2009;
Porter et al 2010, Andrews, Prichett and Woolcock 2012, Haque et al. 2013, Haque et al. 2015).
However, views as to what this means in practice remain divergent. Development partners appear to
struggle to ensure consistency with ‘problem-driven’ reform principles when designing and
implementing technical assistance programs. At a recent conference in Fiji, PFM practitioners from
the region (including officials working within Pacific finance ministries) called for more work to help
address continued tendencies for PFM reform plans and processes to be excessively ambitious, and
not adequately reflect the importance of capacity, political-economy and resource constraints.

Responding to this concern, the World Bank, the New Zealand Aid Program, the Australian
Department of Foreign Affairs and Trade, the Asian Development Bank, and the Pacific Financial
Technical Assistance Center — working with experts from the Overseas Development Institute — have
undertaken research to better understand the extent to which existing PFM approaches in Pacific
contexts are consistent with ‘problem driven’ approaches, and suggest both country and region-
level mechanisms by which such consistency can be improved. Drawing on case study evidence
from Kiribati and Tonga and a broader review of recent literature and experience, we summarize
findings regarding the extent to which PFM technical assistance in the Pacific island countries is
currently adequately prioritized, coordinated, and context appropriate.

We find that PFM reform efforts have had an important positive impact in strengthening the
operation of often well-established pre-existing systems and processes essential for basic control
and the timely provision of resources to delivery units. Such benefits have often been the incidental
result of broader-reaching and more-ambitious reform programs. Reform efforts have been less
successful in introducing new and additional systems and processes, especially those that require
coordination and behaviour changes across numerous government agencies in order to be effective.
This finding is consistent with existing literature regarding the importance of political and institutional
context to the successful implementation of New Public Management reforms (Schick 1998), and
earlier reviews of financial management reforms in Africa (Andrews 2010).

We also find that PFM reform plans have played an uneven role in supporting prioritization. In some
countries such reform plans have facilitated coordination and discussion among development
partners. In other countries, such plans have had little impact on coordination and prioritization
efforts. In most cases, PFM reform plans are excessively ambitious in terms of the breadth and
extent of reforms expected over a short period. In practice there is a de facto prioritization of
reforms, but this does not consistently relate to government development priorities.

We present preliminary recommendations for governments and development partners to improve
coordination and prioritization through country and regional mechanisms. These include: i)
investment in development partner coordination through increased communication between all
involved parties; ii) development partners and governments adopting a set of agreed good practices
for prioritising and implementing PFM reform efforts, with an emphasis on prioritization and
coordination; iii) governments establishment working groups with a clear mandate to lead and
coordinate PFM reform efforts, potentially overlapping with existing groups leading the coordination
of budget support; iv) providing training on problem-driven approaches to Pacific island official and
development agency staff; and v) building a clear, common understanding of the appropriate
practical role and function of PFM systems in Pacific island economies between governments and
development partners (including addressing the tension between investment in strengthened basic
systems and additive reforms informed by theoretical and empirical evidence.



