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I. POVERTY ANALYSIS AND STRATEGY

A. Link to the National Poverty Reduction Strategy and Country Partnership Strategy  

The program supports the government’s medium-term development strategy and the Palau country partnership 
strategy, 2009–2013 through improved delivery of water supply and sewerage services. The poor will benefit through 
targeted subsidies.   
 

B. Poverty Analysis Targeting Classification: General intervention (GI) 

Key issues. The 2005 census estimated the population of Koror and Babeldaob at 18,553, representing about 93% of 
Palau’s population, comprising 4,674 households with an average household size of 3.79. The male–female ratio of 
the population is 54:46, while the urban–rural distribution is approximately 80:20. About 14.4% of Palau’s households 
are headed by women. 
 

The 1991 Household Income and Expenditure Survey (HIES) survey data estimated that an average five-person 
household required an income of $7,083 per year (1997) to live according to prevailing community norms. It was 
estimated that 25% of households had annual incomes below $5,000. The study concluded that vulnerable 
households are found in urban and rural areas. The heads of these vulnerable households are typically (i) age 24 or 
younger, or age 55 and older; (ii) of Asian ethnicity; and (iii) female, although the correlation between impoverishment 
and the gender of the household head was relatively weak. The more recent HIES data (2006) indicates that the 
proportion of vulnerable households has declined; the proportion of the population earning less $5,000 has also 
declined (to about 16.8%). 
 

Palau enjoys almost universal access to water supply services, but the reliability and quality are currently at risk. The 
water supply system is operating at or near full capacity. The sector is heavily subsidized by the government and 
maintenance is limited. The tariff structure leads to wastage and very high per capita water production. If the water 
service fails, poorer households will suffer more in terms of health problems and associated medical costs, increased 
labor in water collection, and disruption of activities such as washing.  
 

The government recognizes the importance of water and sanitation interventions and their contribution to poverty 
alleviation and improvement of the quality of life. The program will contribute to Palau’s medium-term development 
strategy and the Palau country partnership strategy, 2009–2013, which is to facilitate sound infrastructure 
development and management. The program will not specifically target the poor or vulnerable or address the MDGs.  
 

Design features. The program will include the introduction of block water tariffs for residential customers, which will 
include a lifeline block of 5,000 gallons (18,750 liters) per month to ensure water charges are affordable to Palau’s 
poorest households. The program will introduce sewerage tariffs (none are currently charged). Sewerage tariffs will be 
calculated on a volumetric basis based on metered water consumption—for customers with water meters—or volume 
of sewage discharged to sewers for nonmetered water customers or customers not connected to the water supply 
network. The program will also increase community awareness regarding water conservation and health by targeting 
end users, including the low-income population.  

C. Poverty Impact Analysis for Policy-Based Lending
 

Water charges are currently heavily subsidized by the government, and although some water users indicate a 
willingness to pay additional tariffs, others think that water tariffs should be minimal because the provision of water is a 
government responsibility. To ensure the protection of the poor, the program will introduce a “lifeline” block, which 
provides the first volume of water at lower cost.  
 

The program will establish an autonomous Palau Water and Sewer Corporation (PWSC). The poor will benefit from 
improved water services at low cost through introduction of the lifeline block and establishment of the PWSC. 
 

The PWSC will also prepare and implement a water conservation community awareness plan and the health 
awareness support plan. In direct terms, communities, including the poor, will benefit from the awareness program on 
water conservation and health. 
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II. SOCIAL ANALYSIS AND STRATEGY

A. Findings of Social Analysis 
 

Key issues. The program includes components to promote water conservation and health awareness at the 
household level, which will predominantly impact women. The program will improve the reliability of the water supply, 
which will mostly impact households and women. Lifeline blocks for water supply will ensure affordability for the poor. 
Increased tariffs will be offset by improvements in efficiency and demand-side management. 
 

The program improves the government’s fiscal stability by removing budget support to the sector, enabling the 
government to target policies and programs that directly affect the poor. For example, the President has announced 
government support for further agricultural extension assistance for poor agriculture-based households. The 
government has undertaken a comprehensive program of community consultation prior to the passage of legislation 
creating the PWSC. This has included community discussion on the impact of changing tariffs on supply of water and 
sewer services. 
 

B. Consultation and Participation 

1. Consultations with project stakeholders were undertaken in 2008 and 2010. Consultations in 2008 were conducted 
through individual and group meetings, workshops, seminars, and media releases, and included national and state 
legislators, national and state bureaucrats, communities in Koror, Airai, and Aimeliik, Non Government Organizations, 
and Community Service Organizations. Consultations during 2010 were mainly with national and state legislators and 
national and state bureaucrats. 
 

2. What level of C&P is envisaged during the project implementation and monitoring?  
 Information sharing  Consultation  Collaborative decision making  Empowerment 

 

3. Was a C&P plan prepared?  Yes  No  
The Community Action and Participation Program, to be implemented for 3 years at a cost of $200,000, is designed to 
enhance and sustain the benefits from investments in water supply systems. It comprises: 
(i) a community participation plan, which will incorporate stakeholder participation in information dissemination, 

consultation, and disclosure requirements of the reform of the government’s water supply and sewerage services, 
and changes to the tariffs for water and sewerage services; 

(ii) a community awareness plan, which will promote water conservation, make the community aware of the value of 
the water systems, and enhance interest in water and sanitation issues for women and men; and 

(iii) health awareness support for women and men, which will strengthen existing programs to promote behavior 
change related to sanitation, hygiene, water use and health in households. 

 

C. Gender and Development 

Key issues. Palau has a high level of gender equity. Socioeconomic patterns are changing and women are becoming 
more economically, socially, and politically active. Traditionally, kinship has served as the core of social relations in 
Palau, with role, status, and behavioral patterns based on kinship. 
 

With changing lifestyles and expectations, traditional roles and values are eroding, causing a breakdown of extended 
families and blurring of gender roles. Women are more involved in academia, in employment, as well as in political 
and civic affairs. Among Palauan male youth, an inability to cope and accept gender role changes has led to a lack of 
drive and motivation, contributing to social problems such as unemployment, abuse of alcohol and drugs, and 
domestic violence and abuse. In 2009, the Ministry of Health has sponsored a national men’s “Ngirbelau” conference 
specifically to address health, marriage, fatherhood, and environmental issues. 

Women’s educational attainment is comparable to that of men at the elementary and high school levels, while a 
slightly higher proportion of women have some college, or an associate or bachelor’s degree. The proportion of men 
in the labor force is significantly higher than that of women, primarily because of the number of male foreign workers. 
 

Both men and women will benefit from program activities. About 50% of the total beneficiaries will be female. Women 
are usually responsible for family hygiene and sanitation and for the provision of care in the event of family sickness. 
Since women play strong roles in family hygiene and water-related activities, the Community Action and Participation 
Program gives particular attention to engaging women in decision-making, learning, and training activities under the 
program to enhance benefits from the piped water system and the community health and awareness activities. 
 

Key actions. Measures included in the design to promote gender equality and women’s empowerment—access to 
and use of relevant services, resources, assets, or opportunities and participation in decision-making process: 

 Gender plan  Other actions or measures  No action or measure 
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III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

Issue 
Significant/Limited/

No Impact 
Strategy to 

Address Issue
Plan or Other Measures Included in 

Design 
Involuntary 
resettlement 

No involuntary resettlement 
impacts are expected. 

Resettlement plan  
Resettlement framework  
Combined resettlement plan and 
indigenous peoples plan  
Combined resettlement framework and 
indigenous peoples planning framework 
Environmental and social management 
system arrangement 
Environmental and social impact matrix 
None 

Indigenous peoples 

 

The program includes only 
policy and institutional 
reforms, with no direct impact 
on people. Palauans constitute 
the majority of Palau’s 
population. Under ADB's 
definition of indigenous 
peoples, there are no distinct 
or vulnerable indigenous 
peoples. 

Indigenous peoples plan  
Indigenous peoples planning framework 
Combined indigenous peoples plan and 
resettlement plan 
Combined resettlement framework and 
indigenous peoples planning framework 
Indigenous peoples plan elements 
integrated in project design with a 
summary 
Environmental and social management 
system arrangement m 

Environmental and social impact matrix 
None 

Labor 

 Employment  
opportunities 

 Labor 
retrenchment 

 Core labor 
standards 

Limited short-term 
employment opportunities may 
be generated during the 
program’s system upgrading. 

In the longer term, efficiencies 
created in the sector are likely 
to lead to reduced 
employment but this can be 
managed through natural 
attrition. 

 Plan 
 Other action 
 No action 

Affordability The program will result in 
increased water tariffs but a 
lifeline block for the poor will 
be incorporated. A tariff study 
indicates new tariffs are 
affordable. 

 Action 
 No action 

Other Risks and/or 
Vulnerabilities 

HIV/AIDS 

Human trafficking 

Others (conflict, 
political instability)  

No other risks or vulnerabilities 
have been identified. 

 Plan 
 Other action 
 No action 

IV. MONITORING AND EVALUATION
Are social indicators included in the design and monitoring framework to facilitate monitoring of social development 
activities and/or social impacts during project implementation?   Yes  No 

CPS = country partnership strategy, PWSC = Palau Water and Sewer Corporation.  
Source: Asian Development Bank. 


