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I. COUNTRY STRATEGY 

1. Palau’s economy relies heavily on the public sector, which has been largely funded by 
external assistance from the United States (USA), Japan, and Taipei,China. The economy is 
also highly dependent on imports, and has virtually no manufacturing sector. The Government 
accounts for over one third of total employment and 60–65% of gross national product 
(GNP).There are few exports outside tourism, reflecting the country’s narrow production base, 
small population, and remoteness from major markets. Although Palau’s social indicators are 
generally good compared with those of other small Pacific countries, its situation remains 
vulnerable. As the level of external assistance to the public sector may decline substantially, the 
sustainability of Palau’s current high income levels and high standard of living is uncertain. In 
this context, Asian Development Bank’s (ADB’s) assistance program aims to assist Palau in its 
transition to an economy that is less reliant on external assistance and the public sector. 
 
2. The strategic focus of ADB assistance to Palau during the country strategy and program 
update (CSPU) period of 2007–2009 is to (i) strengthen economic and fiscal management, 
(ii) promote policies for private sector development, and (iii) facilitate sound infrastructure 
development and management. This CSPU was prepared following full consultation with the 
Government and stakeholders through country programming and contact missions. It also 
directly addresses the Pacific strategy1 and supports the Government’s national development 
strategy.2 Appendix 1 contains a results framework for 2007–2009 and reports on the country's 
progress toward the Millennium Development Goals (MDGs) and targets. 
 

II. CURRENT DEVELOPMENT TRENDS AND ISSUES 

A. Recent Political and Social Developments 

3. Palau joined ADB on 29 December 2003, as its sixty-third member. ADB has prepared a 
Country Economic Report for Palau3 and a document on the Development Status and Country 
Classification of the Republic of Palau4 which served as the basis for a determination of Palau’s 
development status. On 16 December 2005, Palau was classified as a Pacific developing 
member country (PDMC). 
 
4. Palau lies on the western edge of Micronesia in the west central Pacific Ocean. It is 
about 1,000 kilometers (km) east of Manila, Philippines, and 1,300 km southeast of Guam. 
Palau is composed of more than 340 islands along 700 km from northeast to southwest. The 
main island group, Palau Islands, contains most of Palau's 458 km2 of land area. Babeldaob is 
the largest island and accounts for 78% of the country’s land area. Economic and government 
activity is based on Koror, which is connected by bridge to Babeldaob and by causeway to 
Arakabesang and Malakal. Fertile soil and a tropical climate of high humidity, and warm and 
relatively uniform year-round temperatures produce dense vegetation, and provide a good basis 
for agriculture. 
 
5. The population of Palau was 19,200 in 2000, with an additional 6,500 Palauans living 
abroad (mainly in the USA). The 2005 population estimate was 19,910. About 70% of 
inhabitants are from Palau, 2.5% are other Micronesians, and temporary residents constitute the 
                                                 
1 ADB. 2005. A Pacific Strategy for the Asian Development Bank: Responding to the Priorities of the Poor: 2005–

2009. Manila. 
2 The Government of Palau. 2001. The Management Action Plan. Koror. 
3 ADB. 2005. Country Economic Report for Palau. Manila. 
4 ADB. 2005. Development Status and Country Classification of the Republic of Palau. Manila. 
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remaining population.5 Average annual population growth was 1.9% from 2000 to 2003. About 
70% of the population lives on Arakabesang, Koror and Malakal islands (the urban areas) and 
10% lives in close proximity to Koror on Babeldaob island (Airai area). The median age 
increased from 25.6 years (1990) to 30.8 years (2000), while the dependency ratio decreased 
from 57.0 (1990) to 51.0 (1995) to 41.4 (2000). Low fertility, high rates of youth emigration, and 
the large presence of foreign workers (who typically do not bring their families to Palau) have 
contributed to an aging demographic profile. 
 
6. Palau became independent in 1994 (it was formerly part of the Trust Territory of the 
Pacific Islands under US administration). Since independence, the economy has expanded by 
an average of about 2% per annum. However, this average growth rate conceals marked 
swings, with a very substantial expansion of the economy in the first 2 years of independence 
and little thereafter until the past 2 years when an increase in tourist arrivals boosted growth. 
The economic spurt of the first 2 years of independence was because some grants were front-
loaded and issued as lump sums. This resulted in, for example, a budget surplus of 110% of 
GDP in FY1994. 
 
7. On a per capita basis, Palau is the most prosperous of the PDMCs, with a per capita 
GDP of $6,925.6 Palau is the largest recipient of aid per person in the Pacific and one of the 
largest in the world, primarily because of the Compact payments made by the USA. Even 
without these payments, however, income per head is substantially above that of other 
countries in the Pacific region. In spite of its high per capita income and solid socioeconomic 
indicators, Palau faces development challenges, which are common to other small Pacific island 
countries, such as a narrow production and export base, vulnerability to external economic 
shocks, and isolation from overseas markets. 
 
8. The Palau constitution calls for a separation of powers between the executive, the 
legislative, and the judiciary. The constitution and delimitation of administrative powers are 
broadly based on the US governance model. One distinctive feature is that the president and 
the vice president are not from the same ticket. The legislative branch of Government is made 
up of a bicameral parliament (Olbiil Era Kelulau [OEK]), consisting of a senate and a congress 
elected for 4-year terms. Senators represent the whole population of Palau, whereas each of 
the 16 states elects one congressman as its representative. There are 9 senators and 16 
congressmen. The president can introduce and veto legislation, but the OEK can overrule a 
presidential veto. Politicians—including the president and vice president—stand in elections as 
individuals, as there is no political party system. Overseas Palauans have the right to vote in 
elections, while non-Palauan temporary residents cannot vote. 
 
9. Sixteen state governments evolved from preexisting municipalities and adopted typical 
local government functions (e.g., trash collection and maintenance of local roads). The 16 state 
constitutions resemble the Palau constitution to a certain degree, but each state constitution 
was written by a group of title holders (chiefs) and non-title holders, and reflects the local view of 
the balance between the modern principles of government and local traditions. For example, the 
selection of lawmakers differs from state to state. In seven states, all members of the legislature 
are elected by the people, but other states have mixed legislatures with some elected members 
and some chiefs. 
 

                                                 
5 Most temporary residents are from the Philippines (15%) and the People’s Republic of China (5%). 
6 International Monetary Fund. 2006. Republic of Palau: 2005 Article IV Consultation. Available: www.imf.org. 
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10. Palau traditionally contained chiefdoms—sociocultural systems with an ascribed 
hierarchical social ranking. Matrilineal descent determined social position, inheritance, kinship 
structure, residence patterns, and land tenure; and women appointed male chiefs. Although 
Palau society has changed dramatically during 300 years of contact with people from outside 
Micronesia, traditional society continues to play an important role in daily activities and politics, 
particularly in rural areas. The political system is a blend of democratic and local traditional 
institutions, which preserve local culture and customs. The President is advised by a permanent 
council of chiefs, and women remain an important informal presence in government, although 
very few have been elected to the Government. While government roles and functions are clear 
in the constitution, the traditional hierarchy of chiefs and local practices often lead to 
misunderstandings and differences over authority. 
 
11. Given the major economic role of tourism, sustained economic development is 
dependent on the integrity of an environment under increasing pressure from expanded 
economic activities that are potentially incompatible with fragile island ecosystems. Traditional 
conservation ethics relied on communal conservation norms, which were enforced by the chiefs. 
This traditional system began to break down through monetization of village commerce and 
private ownership of land and resources. Large-scale commercial and infrastructure 
development, overharvesting of marine resources, the erosion of traditional conservation ethics, 
and a rapidly increasing tourist population have already begun to damage the environment. 
Achieving a balance between conservation and development through environmentally 
compatible activities is clearly one of Palau’s most urgent challenges. 
 
B. Economic Assessment and Outlook 

12. There are widespread concerns in Palau about the anticipated adverse consequences of 
completing the first 15 years of the Compact of Free Association between Palau and the USA in 
September 2009. The Compact specifies a significant reduction in US funding for the 
Government’s recurrent and capital expenditure in 2009. Palau has indicated it intends to 
negotiate a continuation of the financial provisions of the Compact. If it is not successful in 
securing large transfers under the Compact, fiscal adjustment will become necessary. Some 
progress is being made to prepare the economy for potential fiscal adjustment, but at a slower 
rate than hoped for by economic managers and external agencies, including the International 
Monetary Fund (IMF). The slow rate of economic progress raises the prospect of a sharp 
reduction of government activities—and hence a reduction of the economy—if US financial 
assistance is reduced as scheduled. Management of potentially less generous Compact 
arrangements is central to development prospects over the medium term. 
 
13. Compact funds are provided for three main purposes: (i) funding government services; 
(ii) building basic infrastructure, such as roads, power, and communication facilities; and 
(iii) creating a Compact Trust Fund (CTF) to accumulate cash reserves to replace US budgetary 
support. Total payments provided for under the Compact from 1 October 1994 to 30 September 
2009 are estimated at about $600 million. 
 
14. On 7–9 February 2006, the President of Palau convened a National/State Leadership 
Symposium to gather inputs from national and local government entities for a consolidated 
development strategy, which would represent a national consensus on Palau’s future. Leaders 
included representatives from the executive, legislative, and judicial branches of the national 
government; the executive and legislative branches of the state governments; the private sector; 
and national boards and commissions, as well as traditional leaders. 
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15. Following this symposium a Compact review commission was established in the 
executive branch on 17 February 2006. The commission will conduct economic analysis, social 
auditing, an environmental assessment, and a governance review. It will also analyze the past 
decades of relations with the USA. These studies will help the Government prepare for 
negotiations on the extension of the financial provisions of the Compact. The Government 
intends to start these negotiations in 2007. 
 
16. The government sector accounts for over one third of total employment, and public 
expenditure for 60%–65% of GDP. Outside the public sector, the economy consists primarily of 
tourism, retail, subsistence agriculture, and fisheries. The services sector is estimated to 
account for 83% of GDP, and the agriculture, forestry and fishing sector for 4%. Local 
manufacturing activity is very small, accounting for about 1.4% of GDP. There is high 
dependence on imports, with the ratio of imports to GDP ranging from 75% to 115% in recent 
years. Although there is a large surplus on the services account because of tourism, the very 
high trade deficit has led to current account deficits in recent years. 
 
17. The economy is also characterized by dependence on external assistance and foreign 
employment. The Government, which is the largest employer, relies heavily on financial 
assistance from the USA, Japan, and Taipei,China. As a percentage of GDP, the fiscal deficit is 
one of the highest in the Pacific, largely because of high government expenditures on salaries 
and low tax revenues. 
 
18. The financial sector comprises seven licensed commercial banks, one government-
owned development bank, and several credit unions. A large share of bank lending is consumer 
loans, which are typically serviced through direct withdrawals from salary deposits. Banking 
operations in Palau are reportedly profitable owing to the large spread between deposit and 
lending rates. Remittances appear to represent a large part of economic activity. Since US-
based banks do not report remittances among different branches, and many foreign workers 
seem to use informal courier services (e.g., direct cash transfer), there is no official data on the 
volume of remittances. 
 
19. The IMF7 estimates foreign direct investment in FY2004 at $18.7 million. However, the 
Foreign Investment Act is not very investor-friendly. All non-citizens seeking to engage in 
business in Palau are required by the act to obtain a license known as the Foreign Investment 
Approval Certificate, although it does specify a number of exemptions. The tourism industry has 
considerable potential for development, but the following activities are closed to foreign 
investment: (i) tour guides, fishing guides, diving guides and any other form of water recreation 
and transportation services; (ii) travel and tour agencies; and (iii) equipment rentals for land and 
water for the purpose of tourism. 
 
20. Some sectors are not open to foreign investors, while in others their activities are 
restricted (e.g., in some sectors an annual $500 permit fee has to be paid for each foreign 
worker hired). Many foreign investors form “front” businesses as a means of circumventing 
restrictions on industries otherwise closed to foreign investors. The control of many “front” 
businesses is outside Palau so transfer pricing is generally used to minimize tax payments and 
reduce the value added in Palau. 

                                                 
7 IMF. 2006. Republic of Palau: Staff Report for the 2005 Article IV Consultation. Available: www.imf.org. 
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C. Implications for Country Strategy and Program  

21. ADB’s major contribution in Palau over the medium term will be policy advice and 
technical assistance (TA). Both country-specific and regional TA projects with Palau’s 
participation will be processed during the CSPU period. The regional TA projects are (i) 
Strengthening Poverty Analysis and Strategies in the Pacific,8 (ii) Strengthening Pro-Poor Policy 
in the Pacific,9 (iii) Diagnostic Studies for Secured Transactions Reforms in the Pacific Region,10 
and (iv) Mainstreaming Environmental Considerations in Economic and Development Planning 
Processes in Selected Pacific Developing Member Countries.11 These four regional TAs will 
support poverty analysis (including a household income and expenditure survey),12 conduct a 
private sector assessment,13 facilitate an economic policy summit (tentatively scheduled for 
November 2006), and build environmental preservation capacity.14

 
22. Economic and Fiscal Management. Over the medium term, ADB policy advice and 
technical assistance will help the Government to prepare for and implement adjustment 
measures and move toward a more sustainable economy in which the private sector provides 
growth and job creation. With respect to fiscal policy, the Government recognizes the need to be 
more efficient, while accepting that the capacity of the private sector to compensate for the likely 
contraction of the government sector is currently limited. In the medium term, the key fiscal 
policy directions are expected to include the following: 
 

(i) keep expenditure growth below revenue growth by (a) streamlining the 
government structure, (b) restructuring staffing through retraining, transfers, and 
severance pay, (c) outsourcing services such as utilities, maintenance and 
construction, and (d) improving expenditure accountability and productivity 
(performance-based budgets); 

 
(ii) realize sustained increases in revenues by strengthening collection efforts 

(focusing resources on revenue-generating activities); and  
 

(iii) expand the revenue base through tax reform legislation, new tax initiatives, and 
user fees. 

 
23. Private Sector Development. Beginning with the private sector assessment, ADB will 
help the Government to enhance the environment for private sector development. Technical 
assistance will help to formulate and implement policies and procedures that will reduce the 
costs of and constraints to doing business in Palau. Particular attention will be paid to 
strengthening the regulatory framework for bank regulation through TA for financial supervision 
and regulation. 
 

                                                 
8 ADB. 2004. Technical Assistance for Strengthening Poverty Analysis and Strategies in the Pacific. Manila (TA 

6157-REG).  
9 ADB. 2005. Technical Assistance for Strengthening Pro-Poor Policy in the Pacific. Manila (TA 6245-REG). 
10 ADB. 2004. Technical Assistance for Diagnostic Studies for Secured Transactions Reforms in the Pacific Region. 

Manila (TA 6202-REG).  
11 ADB. 2004. Technical Assistance for Mainstreaming Environmental Considerations in Economic and Development 

Planning Processes in Selected Pacific Developing Member Countries. Manila (TA 6204-REG). 
12 The household income and expenditure survey will be conducted in the latter half of 2006. The results will be 

analyzed, and the due to publish the final report was set at the end of March 2007. 
13 ADB. 2006. Policies for Sustainable Growth: A Private Sector Assessment for Palau. Unpublished Manuscript. 

Manila. 
14 The environmental issues will be reviewed in the first quarter of 2007.  
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24. Infrastructure Management. ADB will provide TA to help the Government establish a 
sound policy framework for infrastructure development and management, particularly the 
maintenance of infrastructure assets (which have been largely neglected). Although a part of the 
current US Compact is earmarked for infrastructure maintenance (e.g., for the 85-km Compact 
Road around Babeldaob island), very little budgetary provision has been made for this purpose. 
Financing the operational costs of the new capital building (to be opened in 2006) is another 
major fiscal concern. There is an absence of clear policies on financing of infrastructure 
operation and maintenance costs. Creating an infrastructure sector road map with clear 
priorities and indicative sources of recurrent and development financing is urgently needed. 
 
25. Environment. Recognizing the importance of sound environmental management, ADB’s 
TA program includes a proposed loan project for water supply and sanitation and the conduct of 
a country environmental assessment. Because maintaining Palau’s pristine environment is a 
strategic priority, environmental protection will be mainstreamed in ADB’s technical assistance, 
particularly in technical assistance projects for infrastructure maintenance. Further policy 
dialogue will be held on the findings and recommendations of the ongoing regional TA on 
mainstreaming environmental considerations in economic and development planning (footnote 
11). 
 

III. IMPLEMENTATION OF THE COUNTRY STRATEGY AND PROGRAM 

A. Progress in Poverty Reduction 

26. Palau has already achieved several of the targets specified in the Millennium 
Development Goals (Appendix 1, Tables A1.2 and A1.3): universal primary enrollment for boys 
and girls, the elimination of gender disparity in primary and secondary education, low child and 
maternal mortality rates, and access to safe drinking water. However, these achievements need 
to be closely monitored and preserved. Absolute poverty and unemployment are nearly non-
existent, although underemployment persists.15

 
B. Progress in the Country Strategy and Program Focus Areas 

27. In 2000, the Japan International Cooperation Agency (JICA) proposed a development 
strategy entitled Study for Promotion of Economic Development in the Republic of Palau.16 This 
study laid the groundwork for the National Master Development Plan,17 which is the 
Government’s overall strategy document. Implementation of this plan will be through a 
management action plan18 prepared in April 2001. This stressed the importance of building 
economic institutions, developing basic economic infrastructure, strengthening tourism and 
related industries, and preserving the environment. 
 
28. The National Master Development Plan established the long-term strategies for 
economic development of Palau. These include: (i) a substantial shift in economic activity from 
the public to the private sector for efficient resource use and improved operations and 

                                                 
15 Since Palau has only a community college, young Palauans usually go to the USA for university and postgraduate 

education. University graduates tend to stay abroad, and employers in Palau have to compete for very limited 
skilled Palauan labor. Furthermore, because of the general shortage of labor, employers inevitably seek foreign 
workers, who accept jobs at lower salaries. Unskilled labor is predominantly from foreign countries. 

16 Japan International Cooperation Agency. 2000. Study for Promotion of Economic Development in the Republic of 
Palau. Koror. 

17 Government of Palau. 2001. National Master Development Plan. Koror. 
18 Government of Palau. 2001. Management Action Plan. Koror.  
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management of infrastructure, (ii) strengthening of government institutions and reducing the 
relative size of government through rationalization of government activities, and (iii) identification 
of financing strategies including appropriate taxation arrangements and cost recovery 
measures. 
 
29. In September 2002, a cost reduction plan was put in place to contain personnel, 
operations, and other fixed costs of the Government. Specific initiatives included controls on the 
use of government-owned vehicles, improved property management and travel policies and 
procedures, a continued hiring freeze, a travel moratorium, and more efficient management of 
contract employees. Based on the management action and cost reduction plans, a public sector 
investment program (PSIP) 2003–2007 was formulated in 2002, and became the third key 
component of the Government’s current planning framework. The PSIP sets out the priorities for 
infrastructure development. 
 
30. ADB’s regional TA support in 2006 will facilitate, through stakeholder consultations, 
greater public awareness of and political commitment to the reforms under the management 
action and cost reduction plans. The results of these consultations will help to shape a proposed 
multi-year advisory TA, which will be processed in early 2007. By 2008, the Government intends 
to complete a consolidated medium-term economic development strategy, which will draw upon 
ADB’s policy advice and analytical work related to economic and fiscal management, private 
sector development, and infrastructure management. The advisory TA will strengthen capacity 
in the area of participatory policy formulation. 
 
31. The results framework is included in Table A1.1, Appendix 1. ADB’s results orientation 
requires the CSPU to identify results sought by the Government to which ADB will contribute. 
ADB’s strategy in Palau consists of: (i) strengthening economic and fiscal management, 
(ii) promoting polices for private sector development, and (iii) facilitating sound infrastructure 
development and management. ADB will monitor progress through TA and country portfolio 
review missions. Progress will be measured against baseline data. 
 
C. Highlights in Coordination of External Funding and Partnership Arrangements 

32. Development partners play key roles in Palau’s development. Bilateral donors, 
especially the USA, Japan, and Taipei,China are major sources of grants and loans, while the 
World Bank, United Nations agencies (notably United Nations Development Programme and 
Food and Agriculture Organization) provide technical assistance for various sectors. The IMF, 
through its Article IV missions and the Pacific Financial Technical Assistance Centre, provide 
technical assistance on fiscal matters, financial market supervision, financial sector and tax 
policy, and economic statistics. 
 
33. Development partners help finance large capital projects, including roads, power 
projects, and airports. However, there is great concern about the lack of attention being paid to 
infrastructure maintenance and there is therefore a need for technical assistance for 
infrastructure maintenance. 
 
34. ADB has coordinated closely with its development partners in Palau. The Ministry of 
Finance is ADB’s main counterpart agency, but there is no clear institutional responsibility for 
aid coordination. Strengthening economic and strategic planning capacity will be key to 
sustainable economic growth and full utilization of donor funds. 
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35. ADB will work with the Government to pursue cofinancing from official sources to 
address the thematic priorities of its operations in Palau and to implement the projects proposed 
in this CSPU. 
 

IV. PORTFOLIO MANAGEMENT ISSUES 

A. Portfolio Performance 

36. Palau was classified as a Group B2 country in December 2005. However, it will not have 
access to the Asian Development Fund (ADF) during the ADF IX period. No country-specific 
loan, grant or grant-based TA projects have been approved to date. 
 
B. Performance Monitoring and Evaluation 

37. At this time, there is no ADB portfolio to monitor or evaluate. 
 

V. COUNTRY PERFORMANCE AND ASSISTANCE LEVELS 

A. Proposed Lending Level  

38. Palau’s absorptive capacity is still unknown. A debt sustainability study in 2007 will 
assess financing needs and absorptive capacity, which will guide future lending levels. 
Nevertheless, external debt ratios are high, and Palau has access to other sources of external 
assistance, in particular to grants. Therefore, a modest ordinary capital resource lending 
program, blended with grant cofinancing is envisaged. Flexibility in the scope and volume of 
ADB lending will be essential. 
 
B. Nonlending Program 

39. The TA pipeline and proposed multi-year advisory TA (Appendix 1, Table A1.8) has 
been designed to support the strategic focus of ADB’s program described in para. 2. In addition, 
a project preparatory TA for a proposed water supply and sanitation project is also in the 
pipeline, for the amount of $300,000. The indicative TA program for 2007–2009 amounts to 
$900,000. Given the large needs for capacity building and sector analysis, grant cofinancing will 
be sought for ADB’s TA operations. 



 

COUNTRY AND PORTFOLIO INDICATORS, AND ASSISTANCE PIPELINE 
 

Table A1.1: Country Strategy and Program Update Results Framework (2007-2009) 

Appendix 1 
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Government’s Medium-Term Development 
Agendaa

Asian Development Bank Strategic Focus ADB Interventions to 
Support Outcome(s) 

Risks 

Strategic Goalsb Key Constraintsc Outcomes/ 
Outcome Indicatorsd

Tracking Indicators/ 
Milestonese

  

Strategic Focus I: Strengthen Economic and Fiscal Management 

To establish institutions and 
policies for Palau that will 
guide it toward economic 
sustainability 

Weak capacity of public 
institutions and limited 
capacity of human 
resources 

Reduced fiscal deficit 
(baseline: fiscal deficit of 
18.9% of GDP in FY2004.) 

Economic summit to 
form consensus on 
economic policy in 2006 

Assist in formulating 
pro-poor economic 
policy 

Narrow production and 
export base 

To create a stable, 
predictable and 
internationally competitive 
macroeconomic 
environment for private 
investment 

Large public sector 
crowding out private 
sector activities 
 

Smaller public sector share 
of GDP 
(baseline: 33% of total 
employment was public 
sector in 2003.) 

Poverty analysis of 
household income and 
expenditure survey data 
in 2007 

Assist in implementing 
sustainable fiscal 
management plan 

Weak political support 
for achieving consensus 
on economic policy 

To diversify economic 
opportunities 

 Increased tax revenue  
(baseline: tax revenue was 
$29.8 million in FY2004.) 

Debt sustainability study 
in 2007 
 

Facilitate participatory 
consultation and policy 
formulation process 

 

  Sustainable level of external 
debt  
Stable debt to GDP ratio 
(baseline: gross external 
debt was $32.1 million in 
FY2004, public debt was 
13% of GDP.) 

Sustainable cost 
reduction plan to reduce 
fiscal deficit formulated 
by 2008 

Review tax regime and 
identify areas for raising 
tax revenue 

 

Strategic Focus II: Promote Sustainable Policies for Private Sector Development 

To assist in the 
development of the private 
sector by minimizing 
constraints 

Over-regulation of 
foreign investment 
(including tourism) 

Progress in rationalizing 
business laws and legal 
institutions 
Revised FIA implemented 

Palau private sector 
assessment published in 
2006 

Conduct private sector 
assessment, and 
publish findings and 
recommendations 

Weak political support 
for private sector 
development  

To shift resources, where 
possible, from the public to 
the private sector and to 
minimize governmental 
intervention in the private 
sector 

 
 

Growth in tourism industry 
More tourist arrivals 
(baseline: Palau had 86,120 
tourist arrivals in 2005) 

Revised FIA in 2007 
 

Identify potential areas 
for private–public 
partnership 

 

 Limited access to 
financial services  

Sound financial sector 
supervision 

Potential private–public 
partnerships identified in 
2007 

Host workshops and 
training sessions for 
stakeholders in the 
financial market 
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ernment’s Medium-Term Development 
ndaa

Asian Development Bank Strategic Focus ADB Interventions to 
Support Outcome(s) 

Risks 

Strategic Goalsb Key Constraintsc Outcomes/ 
Outcome Indicatorsd

Tracking Indicators/ 
Milestonese

  

 Weak financial 
supervision 

Adequate banking sector 
and financial market 
supervision, as confirmed by 
PFTAC/IMF personnel in 
FIC 

Private sector 
development strategy 
and private–public 
partnership programs in 
identified in 2007–2008 

  

Strategic Focus III: Facilitate Sound Infrastructure Development and Management 

To support the upgrading 
and development of Palau’s 
infrastructure, enhancing 
the environment for private 
investment 

Lack of infrastructure 
maintenance plan and 
budget 

Transparent reporting 
available for infrastructure 
spending 
Credible budget allocation for 
infrastructure maintenance by 
IMF Article IV 

Infrastructure road map 
prepared in 2007 

Present infrastructure 
road map in 2007. 

Budget crisis leading to 
insufficient funding for 
maintenance 

 Excessive infrastructure 
investment compared 
with recurrent outlays 

Converting non-income- 
generating infrastructure into 
income-generating 
infrastructure 

Proposed water supply 
and sanitation project 
designed in 2007 

Review environmental 
policy in 2007. 

Weak political support 

 

To integrate environmental 
planning in all 
developmental planning 
efforts 
 

Limited capacity for 
conservation and 
sustainable 
management of 
environment 

Revenue collection from 
water, sewer, and garbage 
collection (baseline: no 
revenue collection from 
water, sewer, or garbage 
collection in 2006) 

Assistance to water and 
sanitation sector 
implemented in 2008 

Implement PPTA for 
water supply and 
sanitation project in 
2007 

Inadequate capacity and 
Insufficient human 
resource to monitor 
environment 

  Mainstreaming 
environmental policy 
Environmental policy 
adopted by OEK in 2008 

Environmental policy 
prepared in 2007 

Process infrastructure 
loan to provide basic 
services in 2008 

 

ADB = Asian Development Bank, FIA = Foreign Investment Act, FIC = Financial Institutions Commission, FY = fiscal year, GDP = gross national product, IMF = 
International Monetary Fund, OEK = Bicameral parliament (Olbiil Era Kelulau), PFTAC: Pacific Financial Technical Assistance Centre, PPTA = project preparatory 
technical assistance. 
a Selected components of the national development agenda that overlap with ADB’s strategic priorities in Palau. 
b Strategic goals of the management action plan in 2001. 
c Identified by ADB staff through consultation with the Government. 
d Achievement of these outcomes is the combined responsibility of the Government and its development partners, including ADB, the private sector, civil society, and 

other development agencies.  
e Indicators to track success of implementation toward expected outcomes, baselines, indicative targets and indictors for monitoring progress have been identified 

and will be updated regularly.  
Source: ADB estimates. 

 

Gov
Age
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Table A1.2: Country Status Toward the Millennium Development Goals and Targets 

 
Goals and Targets Country Status 
Goal 1: Eradicate Extreme Poverty and Hunger 
 
Target 1: Halve, between 1990 and 2015, the 
proportion of people whose income is less than $1/day. 
 
 
Target 2: Halve, between 1990 and 2015, the 
proportion of people who suffer from hunger. 

 
 
There are no official measures of national per 
capita consumption that can measure progress 
toward this target.   
 
Per capita GDP tends to be undervalued because 
the value of subsistence production (mainly 
agriculture and fisheries) is significantly 
undervalued, and also because GDP does not 
include the value of remittances from overseas 
family members, which account for a significant 
percentage of household income in Palau. 
Nevertheless, considering high per capita GDP, 
extreme poverty and hunger is likely to be 
insignificant.  

Goal 2: Achieve Universal Primary Education 
 
Target 3: Ensure that, by 2015, children everywhere, 
boys and girls alike, will be able to complete a full 
course of primary schooling. 

 
 
Palau has achieved high net enrollment ratio in 
primary education (96.1% in 2000). The Pacific 
regional average was 83.4% in 2000.  
 

Goal 3: Promote Gender Equality and Empower 
Women 
 
Target 4: Eliminate gender disparity in primary and 
secondary education, preferably by 2005, and in all 
levels of education no later than 2015. 

 
 
 
In 2000, the ratios of girls to boys in primary 
education is 0.97; in secondary education 0.88, 
and in tertiary education 1.30. The ratio of literate 
women to men 15–24 years old was 1.00 in 2000. 
Although challenges to the achievement of equality 
and empowerment of women remain, Palau 
generally achieved gender equality.  
 

Goal 4: Reduce Child Mortality 
 
Target 5: Reduce by two thirds, between 1990 and 
2015, the under-5 mortality rate. 

 
 
The under-5 mortality rate per 1,000 live births was 
34 in 1990 and 29 in 2000 (the Pacific average was 
57 in 1990 and 40 in 2000). Considering Palau’s 
very small population (19,910 in 2005), significant 
change in child mortality rates by 2015 is not 
expected.  
 

Goal 5: Improve Maternal Health 
 
 
Target 6: Reduce by three quarters, between 1990 and 
2015, the maternal mortality ratio. 

There have been two maternal deaths in last 
decade.  
 
All births are attended by skilled health personnel.  
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Goals and Targets Country Status 
Goal 6: Combat HIV/AIDS, Malaria, and Other 
Diseases 
 
Target 7: Have halted by 2015, and begun to reverse, 
the spread of HIV/AIDS. 
 
Target 8: Have halted by 2015, and begun to reverse, 
the incidence of malaria and other major diseases. 

There had been four HIV/AIDS reported cases by 
2005, and two reported deaths from AIDS.  
 
Malaria is not endemic, but dengue fever is a 
source of concern. 

 
Goal 7: Ensure Environmental Sustainability 
 
Target 9: Integrate the principles of sustainable 
development into country policies and programs and 
reverse the loss of environmental resources. 
 
Target 10: Halve, by 2015, the proportion of people 
without sustainable access to safe drinking water. 
 
Target 11: By 2020, achieve a significant improvement 
in the lives of at least 100 million slum dwellers. 

 
 
 
The percentage of the land area covered by forest 
was 76.1% in 2000. Forest does not include 
mangrove forests, coconuts, or agroforestry, which 
is sometimes more important than forestry for 
timber in the Pacific. Nevertheless, the high 
percentage of the forested area indicates 
importance of environmental protection.   
 
A high percentage of households have sustainable 
access to an “improved water” source: 78% in 
urban areas, 95% in rural areas, and 84% in total in 
2000. “Improved water” is defined as public and 
rainwater, while not improved water is defined as 
bottled water.  
 
There are no official data for Target 11, slum 
dwellers.  
 

GDP = gross national product.  
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Table A1.3: Progress Toward the Millennium Development Goals and Targets 
 
Goals and Targets 1990 1995 Latest Year 

Goal 1. Eradicate Extreme Poverty and Hunger             
Target 1: Halve $1-a-day poverty       
  1. Proportion of population below $1 (PPP) per day  —  —  —  

 2. Poverty gap ratio —  —  —  

 3. Share of poorest quintile in national consumption (%) 2.00 (1991) —   —  

Target 2: Halve proportion of people suffering from hunger       

  4. Underweight - Children under 5 years old (%)  —  —   8.00 (1999) 

 5. Proportion of population below minimum level of 
dietary energy consumption (%)  

      

Goal 2. Achieve Universal Primary Education            
Target 3: Ensure completion of full primary schooling       
  6. School enrollment, net primary, total  —  96.77 (1998) 96.10 (2000) 

   81.80  —   76.19 (2000) 

  6.1 School enrollment, net primary, female  —  93.94 (1998) 92.10 (2000) 

  6.2 School enrollment, net primary, male  —  99.42 (1998) 100.00 (2000) 

        

  7. Pupils starting grade 1 who reach grade 5 (%)  —  —   84.16 (1998) 

  7.2 Primary completion rate, total  —  102.00 (1998) 99.00 (1999) 

 8. Literacy rate of 15–24 year olds (%) —  91.00  —  

Goal 3. Promote Gender Equality and Empower Women            
Target 4: Eliminate gender disparity in education       
 9. Ratio of girls to boys       

  9.1 Ratio of girls to boys, primary education  —  0.93 (1998) 0.93 (2000) 

  9.2 Ratio of girls to boys, secondary education  —  1.07 (1998) 1.00 (2000) 

  9.3 Ratio of girls to boys, tertiary education  —  —   2.05 (2001) 

 10. Ratio of literate women to men, 15–24 year old  1.00  —   1.01 (2000) 

 11. Share of women in wage employment in non-
agricultural sector (%)  

38.74  42.25  40.10 (2000) 

 12. Seats held by women in national parliament (%)  3.70  —   3.70 (2000) 

Goal 4. Reduce Child Mortality            
Target 5: Reduce by two-thirds the under-five mortality rate    
  13. Mortality, under-5 per 1,000 live births  34.00  31.00  27.00 (2004) 

  14. Mortality, infant (0–1), per thousand live births  24.50  15.00  21.50 (2005) 

  15. Proportion of 1 year old children immunized against 
measles  

98.00  99.00  99.00 (2004) 

Goal 5. Improve Maternal Health            
Target 6: Reduce by three-quarters the maternal mortality ratio    
 16. Mortality, maternal, per 100,000 live births  —  —   —  

  17. Births attended by skilled health staff  —  —   100.00 (1998) 
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Goals and Targets 1990 1995 Latest Year 

Goal 6. Combat HIV/AIDS, Malaria, and Other Diseases             
Target 7: Halted and begun to reverse the spread of HIV/AIDS     
 18. HIV prevalence rate —  —   —  

 18.1 HIV prevalence rate, 15–24 years old,  
pregnant women 

—  —   —  

 18.2 HIV prevalence rate, 15–49 years old, adults —  —   —  

  19. Contraceptive prevalence rate, % of women 15–49 
years old 

—  —   17.00 (2002) 

 20. Number of children orphaned by HIV/AIDS —  —   —  
Target 8: Halted and begun to reverse the incidence of major diseases  
 21. Malaria       

 21.1 Malaria - Prevalence of (per 100,000 people) —  —   —  

  21.2 Malaria - Death rate associated with  
(per 100,000 people) 

—  —   6.00 (2000) 

  21.3 Malaria death rate per 100,000, ages 0–4  
(per 100,000 people) 

—  —   0.00 (2000) 

 22. Proportion of population in malaria-risk areas using 
effective malaria prevention and treatment measures 

—  —   —  

 23. Tuberculosis       

  23.1 Tuberculosis -  Prevalence of  
(per 100,000 people) 

392.00  —   76.00 (2003) 

  23.2 Tuberculosis - Death rate associated with  
(per 100,000 people) 

30.00  —   8.00 (2003) 

 24. Proportion of tuberculosis cases       

  24.1 Tuberculosis cases detected under DOTS (%) —  128.00  90.00 (2003) 

  24.2 Tuberculosis DOTS treatment success (%) 64.00 (1994) 67.00  38.00 (2003) 

Goal 7. Ensure Environmental Sustainability             
Target 9: Reverse the loss of environmental resources       
  25. Land area covered by forest (%)  76.10  76.10  87.60 (2005) 

  26. Protected area ratio to surface area  2.41 (1994) 2.48  2.93 (2004) 

 27. GDP per unit of energy use (PPP $ per kg oil/ 
equivalent) 

—  —   —  

 28. Carbon dioxide emissions       

  28.1 Carbon dioxide emissions (per capita metric  
tons)  

15.30  13.80  11.90 (2002) 

  28.2 Ozone depleting CFC consumption (ODP tons)  —  1.72  0.97 (2003) 

 29. Percentage of population using biomass fuels  —  —   —  
Target 10: Halve the proportion of people with access to water and sanitation 
  30. Access to safe water, total population (%)  80.00  88.70   84.00 (2002) 

  30.1 Access to safe water, urban population (%)  71.00  84.40   79.00 (2002) 

  30.2 Access to safe water, rural population (%)  99.00  97.00   94.00 (2002) 

  31. Access to sanitation, total population (%)  66.00  98.20   83.00 (2002) 

  31.1 Access to sanitation, urban population (%)  72.00  98.50   96.00 (2002) 

  31.2 Access to sanitation, rural population (%)  54.00  97.40   52.00 (2002) 

        



Appendix 1 15 

Goals and Targets 1990 1995 Latest Year 

Target 11: Improve lives of at least 100 million slum dwellers 
  32. Slum population as percentage of urban  0.00  —   0.00 (2001) 

Goal 8. Develop a Global Partnership for Development             
Target 14: Address the special needs of the landlocked developing countries and small island states 

  37. ODA received in small island developing states as 
proportion of their GNIs  

0.01 (1992) 145.12  17.00 (2003) 

Target 15: Deal comprehensively with the debt problems of developing countries 
  43. Debt service, total as % of XGS  —  —   —  
Target 18: Availability of benefits of new technologies       
  48.2 Internet users per 100 population  0.00   —    —   

— = data not available; GDP = gross domestic product; kg = kilogram; GNI = gross national income; PPP = purchasing 
power parity; XGS = exports of goods and services. 
Sources: International Telecommunication Union, World Telecommunication Indicators 2004/2005. Available: 
http://www.itu.int/ITU-D/ict/statistics; Bureau of Budget and Planning. 2003. Republic of Palau 2002–2003 Statistical 
Yearbook. Koror: Government of Palau; Government of Palau. 2006. Republic of Palau’s Implementation of the 
Compact of Free Association Fiscal Year 2005. Koror: Government of Palau (April); Secretariat of the Pacific 
Community. 2004. Pacific Islands Regional Millennium Development Goals Report 2004. Available: 
http://www.spc.int/mdgs; United Nations Children's Fund (UNICEF). Available: http://www.unicef.org/infobycountry; 
United Nations Development Programme (UNDP). Various years. Human Development Report. New York: UNDP; 
UNDP; (1994, 1999). Pacific Human Development Report. Suva, Fiji: UNDP; United Nations Educational, Scientific 
and Cultural Organization (UNESCO), Institute for Statistics website. Available: http://www.uis.unesco.org; United 
Nations Environment Programme Ozone Secretariat. Available: http://www.unep.org/ozone/index.asp; United Nations 
Statistics Division (UNSD). Millennium Indicator Database (2003). Available: http://millenniumindicators.un.org; Asian 
Development Bank Statistical Database System. Available http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp. 
 
 
 

 

http://www.itu.int/ITU-D/ict/statistics
http://www.spc.int/mdgs
http://www.unicef.org/infobycountry/
http://www.uis.unesco.org/
http://www.unep.org/ozone/index.asp
http://millenniumindicators.un.org/
http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp
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Table A1.4: Country Economic Indicators 
 

      Fiscal Yeara

Item   2001 2002 2003 2004 2005 
A. Income and Growthb      

 1. GDP Per Capita ($, current prices) 6,465  6,146  6,264  6,763  7,267  

 2. GDP Growth (%, in constant prices) 1.4  (5.7) 0.7  6.1  5.4  

  Agriculture 0.1  (18.3) 1.4  3.0  1.8  

  Industry 7.8  4.1  (4.1) 10.3  14.0  

  Services 0.2  (7.1) 1.7  5.3  3.6  
B. Saving and Investment (current market prices, % of GDP)    

 1. Gross Domestic Investment — — — — — 

 2. Gross Domestic Saving — — — — — 
C.  Money and Inflation (annual % change)      

 1. Consumer Price Index b,c 0.4  (1.3) 0.9  5.0  3.9  

 2. Total Liquidity (M2) — — — — — 
D. Government Finance (% of GDP)      

 1. Total Revenue and Grants 43.9  55.6  52.1  51.1  63.5  

 2. Total Expenditure 61.9  66.7  63.8  63.1  57.0  

 3. Overall Fiscal Surplus (Deficit) (18.0) (11.2) (11.7) (12.0) 6.4  
E.  Balance of Payments      

 1. Merchandise Trade Balance (% of GDP) (66.8) (63.9) (65.0) (75.9) (63.4) 

 2. Current Account Balance (% of GDP) (7.6) (9.2) 7.8  9.4  10.4  

 3. Merchandise Export ($) growth (FOB, 
annual % change) 

44.0  22.8  (58.7) (30.1) 128.1  

 4. Merchandise Import ($) growth (FOB, 
annual % change) 

(21.4) (3.2) (8.8) 21.6  (2.0) 

F. External Payments Indicators      

 1. Gross International Reserves ($ million, 
end of period) 

— — — — — 

 2. External Debt Service (% of exports of 
goods and services) 

0.9  0.9  1.5  1.8  1.6  

 3. External Debt (% of GDP) 16.0  16.7  15.8  25.3  22.2  
G. Memorandum Items      

 1. GDP (current prices, $ million)b 124.7  119.5  122.7  133.6  144.7  

 2. Exchange Rate ($ official currency) 1.0  1.0  1.0  1.0  1.0  

  3. Population (midyear, million) 0.0193 0.0194 0.0196  0.0197 0.0199 

— = data not available; FOB= free on board; GDP= gross domestic product. 
a Ending 30 September. 
b Figures are for the calendar year. 
c Annual average. 
Sources: Republic of Palau. 2006. Implementation of Compact of Free Association (COFA) FY2005. Koror; Bureau of 
Budget and Planning. 2003. Republic of Palau 2002–2003 Statistical Yearbook. Koror; Asian Development Bank. 
2005. Palau: Country Economic Report. Manila (17 October); Bank of Hawaii. 2003. Republic of Palau Economic 
Report. Honolulu; International Monetary Fund (IMF). 2004. Republic of Palau Staff Report for the 2003 Article IV 
Consultation. Washington, DC (6 February); IMF. 2006. Public Information Notice No. 06/23. Washington, DC (2 
March); United Nations Economic and Social Development. World Population Prospects: The 2004 Revision 
Population Database. Available http://esa.un.org/unpp/, accessed 16 February 2006. 

http://esa.un.org/unpp/
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Table A1.5: Country Poverty and Social Indicators 
 

  Item 1990 1995  Latest Year 

A. Population Indicators      

1. Population, total midyear (‘000) 15.12 17.23  19.91 (2005) 
2. Population, annual % growth  2.20 2.60  0.80 (2005) 

B. Social Indicators      

1. Total Fertility Rate, births per woman  2.84 2.33  1.83 (2000) 
2. Maternal Mortality (per 100,000 live births) — —   —  
3. Infant Mortality, below 1 year (per 1,000 live births) 24.50 15.00   21.50 (2005) 
4. Life expectancy at birth, total (years)a 69.04 71.82  71.90 (2005) 
 a. Life expectancy at birth, female (years)  74.98 76.90  75.95 (2005) 
 b. Life expectancy at birth, male (years)  63.44 67.03  68.08 (2005) 
5. Adult Literacy (%)      
  a. Literacy rate, 15 years and over, female  — —  88.00 (1998) 
  b. Literacy rate, 15 years and over, male  — —  94.00 (1998) 
6. Primary School Gross Enrollment, total (%)  — —  113.32 (2001) 
7. Secondary School Gross Enrollment, total (%)  — —  88.77 (2001) 
8. Child Malnutrition (% below age 5) — —   8.00 (1999) 
9. Population with Access to Safe Water (%) 80.00 88.70   84.00 (2002) 
10. Population with Access to Sanitation (%) 66.00 98.20   83.00 (2002) 
11. Public Health Expenditure (% of GDP) — —  8.41 (2003) 
12. Public Education Expenditure (% of GDP) — —  10.09 (2002) 
13. Human Development Index  (Pacific)  — 0.94 (1994) 0.86 (1998) 
 Pacific Rank/number of PDMCs — 2/12 (1994) 1/13 (1998) 
14. Gender-Related Development Index (GDI) — —  —  
 Global Rank/number of countries — —  —  

C. Poverty Indicators      

1. National Poverty Line ($ per capita per month) — —  —  
2. Poverty Incidence (%) — —  —  
3. Poverty Gap (%) — —  —  
4. Poverty Severity Index (%) — —  —  
5. Inequality (Gini Index) — —  —  
6. Human Poverty Index (HPI)  — —  10.80 (1998) 
  Pacific Rank/number of PDMCs — —   6/13 (1998) 

— = data not available; GDP = gross domestic product; PDMCs = Pacific developing member countries. 
a Figures based on Government projections. 
Sources: Bureau of Budget and Planning. (Various years). Republic of Palau Statistical Yearbook. Koror; Government 
of Palau. 2006. Republic of Palau’s Implementation of the Compact of Free Association Fiscal Year 2005. Koror; 
Secretariat of the Pacific Community. Pacific Islands Regional Millennium Development Goals Report 2004. Available: 
http://www.spc.int/mdgs; United Nations Children's Fund (UNICEF). Available: http://www.unicef.org/infobycountry; 
United Nations Development Programme (UNDP). (Various years). Human Development Report. Washington 
D.C.;UNDP. (1994, 1995). Pacific Human Development Report. Suva; United Nations Educational, Scientific and 
Cultural Organization (UNESCO) Institute for Statistics. Available: http://www.uis.unesco.org, accessed 04 May 2006; 
United Nations Statistics Division (UNSD). Millennium Indicator Database. Available: 
http://millenniumindicators.un.org; World Bank. World Development Indicators Online. Available: 
http://devdata.worldbank.org/dataonline, accessed 15 May 2006; Asian Development Bank Statistical Database 
System. Available: http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp, accessed 12 May 2006. 
 

 

http://www.spc.int/mdgs
http://www.unicef.org/infobycountry/
http://www.uis.unesco.org/
http://millenniumindicators.un.org/
http://devdata.worldbank.org/dataonline
http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp
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Table A1.6: Country Environment Indicators 
 

  Indicator 1990   Latest Year 

A. Energy Efficiency of Emissions     
  1. GDP/Unit of Energy Use (PPP$/kgoe) —   —   
 2. Traditional Fuel Use (% of total energy use)     
 3. Carbon Dioxide Emissions      
 a. Metric Tons (‘000) 234.50   234.50  (2002) 
  b. Metric Tons per Capita 15.30    11.90  (2002) 
B. Water Pollution: Water and Sanitation     
  1. % Urban Population with Access to Safe Water 71.00    79.00  (2002) 
  2. % Rural Population with Access to Safe Water 99.00    94.00  (2002) 
  3. % Urban Population with Access to Sanitation 72.00    96.00  (2002) 
C. Land Use and Deforestation     
 1. Forest Area (km2) 380.00   400.00  (2005) 
 1. Forest Area (km2) 380.00   400.00  (2005) 
 2. Average Annual Deforestation      
 a. Km2 ns (1990– 2000) ns (2000- 

2005) 
 b. % Changea (0.40) (1990–2000) (0.40) (2000- 

2005) 
 3. Rural Population Density (people/km2 of arable land)   13.11 (2002) 
 4. Arable Land (% of total land) —  8.70  (2002) 
 5. Permanent Cropland (% of total land) —  4.35  (2002) 
D. Biodiversity and Protected Areas     
 1. Nationally Protected Area      
 a. Km2 1,110.00  (1994) 1,348.00  (2004) 
 b. % of Total Land 2.41  (1994) 2.93  (2004) 
 2. Mammals (number of threatened species) 3.00  (1996) 3.00  (2005) 
 3. Birds (number of threatened species) 2.00  (1996) 2.00  (2005) 
 4. Higher Plants (number of threatened species) —  4.00  (2005) 
 5. Reptiles (number of threatened species) 2.00  (1996) 2.00  (2005) 
 6. Amphibians (number of threatened species) 0.00  (1996) 0.00  (2005) 
E. Urban Areas     
 1. Urban Population     
 a. ‘000 —  13.69  (2004) 
 b. % of Total Population 69.59   68.45  (2004) 
 2. Per Capita Water Use (liters/day) —  —  
 3. Wastewater Treated (%) —  —  
  4. Solid Waste Generated per Capita (kg/day) —   —  

― = no data available; ns = insignificant value; GDP = gross domestic product; kg = kilogram; kgoe = kilogram oil 
equivalent; km2 = square kilometer; PPP = purchasing power parity.  
a A positive number indicates a loss of forest area, a negative number a gain. 
Sources: Food and Agriculture Organization (FAO) of the United Nations. Statistical Databases (FAOSTAT). Available: 
http://faostat.fao.org, accessed 17 May 2006; FAO. 2005. State of the World’s Forests 2005. Rome; International 
Union for Conservation of Nature and Natural Resources (IUCN). (Various years), The IUCN Red List of Threatened 
Species. Available http://www.iucnredlist.org; United Nations Environment Programme (UNEP). 2004. Environmental 
Indicators South Pacific. Suva; United Nations Children's Fund (UNICEF). Available: 
http://www.unicef.org/infobycountry; United Nations Statistics Division (UNSD). Millennium Indicator Database Online. 
Available: http://millenniumindicators.un.org; UNSD. Main Environmental Indicators Online. Available: 
http://unstats.un.org/unsd/ENVIRONMENT/q2004indicators.htm, accessed 17 May 2006; World Bank. (2000–2005). 
The Little Green Data Book. Washington, DC; World Resources Institute (WRI). Earth Trends Online. Available: 
http://earthtrends.wri.org, accessed 17 May 2006; World Bank. World Development Indicators Online. Available:  
http://devdata.worldbank.org/dataonline/, accessed 17 May 2006; Asian Development Bank (ADB) Statistical 
Database System. Available: http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp; ADB estimates. 

http://faostat.fao.org/
http://www.iucnredlist.org/
http://www.unicef.org/infobycountry/
http://millenniumindicators.un.org/
http://unstats.un.org/unsd/ENVIRONMENT/q2004indicators.htm
http://earthtrends.wri.org/
http://devdata.worldbank.org/dataonline/
http://lxapp1.asiandevbank.org:8030/sdbs/index.jsp
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Table A1.7 Development Coordination Matrix 
 
Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ 

Strategy/Activities 
 
A. Agriculture, Forestry, 
Fisheries, and Food Security 
 
 

 
None 
 

 
Assistance to build central 
market; value-added products; 
and aquaculture (FAO) 
 
Assistance to promote giant clam 
farming; teakwood and other tree 
planting; fishing aggregate 
devices (Taipei,China) 
 
Assistance to promote fishing 
industry in Peleliu (Japan) 
 

 
B. Education 
 
 

 
None 

 
Public School Facilities 
Improvements (Taipei,China) 
 

 
C. Energy and Natural 
Resources 
 
 
 
 

 
Mainstreaming Environmental 
Considerations in Economic and 
Development Planning 
Processes in Selected Pacific 
Developing Member Countries 
(ongoing RETA) 
To conduct environmental 
assessment and to integrate it 
into development strategy 
formulation 
 

 
Palau International Coral Reef 
Center Technical Cooperation 
Project (Japan) 
 
Technical Cooperation Project for 
Solid Waste Management 
(Japan) 
 
 

 
D. Health, Nutrition, and Social 
Protection 
 

 
None 

 
Health surveillance (SPC) 
 
National hospital facilities 
improvements (Taipei,China) 
 

 
E. Law, Finance, Economic 
Management, Governance and 
Public Policy 
 

 
Economic, Financial, and 
Infrastructure Policy Formulation 
(programmed ADTA, 2007-2009) 
 
Strengthening Poverty Analysis 
and Strategies In The Pacific 
(ongoing RETA) 
To conduct a household income 
and expenditure survey 
 
Strengthening Pro-Poor Policy in 
the Pacific (ongoing RETA) 
 
To conduct an economic study 
and to facilitate an economic 

 
State economic stimulus 
package (Taipei,China) 
 
Public Sector Development 
Program (UNDP) 
 
Assistance for banking, statistics, 
finance and taxation 
(IMF/PFTAC) 
 
Petroleum Model Legislation 
(World Bank/IFC) 
 
Customs Modernization Project 
(Taipei,China) 
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Sector/Thematic/Area ADB Strategy/Activities Other Development Partners’ 
Strategy/Activities 

summit 
 
Diagnostic Studies for Secured 
Transactions Reforms in the 
Pacific Region (ongoing RETA) 
 
To conduct a private sector 
assessment 
 

 
Tax Management Information 
System (USA) 
 
Census of Population and 
Housing (Tapei,China and USA) 
 
Performance Management and 
Strategic Planning Project 
(Taipei,China) 

 
F. Infrastructure 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Strategy 
Infrastructure Sector Road Map 
(to be conducted under proposed 
2007 ADTA) 
 
Water Supply and Sanitation in 
Babeldaob (programmed 
PPTA 2007) 

 
Airport Runway Resurfacing 
(USA) 
 
Airport Building Construction 
(USA) 
 
Koror-Airai Metropolitan Road 
Improvement, Phase II (Japan) 
 
Airport/Ngerikiil Compact 
Connecting Road, Phase I 
(Taipei,China) 
 
New Capitol Complex 
Completion Package 
(Taipei,China) 
 
New Capitol Complex 
Management Information System 
(Taipei,China) 
 
New Capital/Melekeok Sewer 
System (Taipei,China) 
 
South Pacific Mini-Games Sports 
Facility Improvements 
(Taipei,China) 
 
Babeldaob Compact Road 
Lighting/New and Renewable 
Energy Project (EU) 

 
G. Other/Multisector 

 
None 

 
None 

ADB = Asian Development Bank, ADTA = advisory technical assistance, EU = European Union, FAO = Food and 
Agriculture Organization, IMF/PFTAC = International Monetary Fund / Pacific Financial Technical Assistance Centre, 
PPTA = project preparatory technical assistance, SPC = Secretariat of the Pacific Community, UNDP = United Nations 
Development Programme, USA = United States, WB/IFC = World Bank / International Finance Corporation. 
Sources: http://ec.europa.eu/comm/development/body/csp–rsp; http://www.jica.go.jp/english/resources/publications; 
http://ec.europa.eu/comm/development/body/country; 
http://siteresources.worldbank.org/INTPACIFICISLANDS/resources
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Table A1.8: Assistance Pipeline for Nonlending Products and Services, 2007–2009 

 
   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2007        
 Law, Finance, Economic Management, 

Governance and Public Policy 
       

  1. Economic, Financial, and 
Infrastructure Policy Formulation 

PAHQ ADTA TASF 600.00  0.00 600.00 

 Infrastructure        
  2. Water Supply and Sanitation in 

Babeldaob 
PAHQ PPTA TASF 300.00  0.00 300.00 

   Subtotal    900.00  0.00 900.00 
   Total    900.00  0.00 900.00 

— = not available, ADB = Asian Development Bank, ADTA = advisory technical assistance, PAHQ = Pacific Operation Division, PP = project preparatory technical 
assistance, TASF = Technical Assistance Special Fund. 
Source: ADB estimates. 
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CONCEPT PAPERS FOR NONLENDING PRODUCTS AND SERVICES, 2007 
 
 This appendix contains the concept papers for projected nonlending products and services 
for 2007. 
 
 (i) Table A2.1 Economic, Financial, and Infrastructure Policy Formulation 
 (ii) Table A2.2 Water Supply and Sanitation in Babeldaob 
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Table A2.1  Economic, Financial, and Infrastructure Policy Formulation 
 

Concept Paper 
 
Date: 9 July 2006   
 

1. Type/modality of assistance 
  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: 
  

2. Assistance focus 
 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Multisector 
   Subsector: Integrated urban development 
 b. Targeting classification  
   Targeted intervention 
   General intervention 
 
 c. Key thematic areas 
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance    Private sector development  
   Gender and development   Capacity development 
   
  Subtheme: Promoting economic efficiency and enabling markets 

3. Coverage 
  Country   Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Pacific Department 

5. Responsible ADB officer(s): Kiyoshi Taniguchi 

6. Description of assistance(s) 

 a. Background/linkage to country/regional strategy: ADB’s strategic focus for Palau includes 
(i) strengthening economic and fiscal management, (ii) developing sound policies for private sector development, and 
(iii) developing and managing infrastructure. Formulating policy for private sector development and quality basic 
services is a key result area of the ADB Pacific strategy. The Government’s infrastructure development strategy 
paper identifies these three areas as priorities for Palau’s development. 

ADB was requested to help the Government prepare for the renegotiation of the Compact of Free Association with 
the USA, the financial provisions of which will expire in 2009.  

The planned TA will (i) conduct economic analysis on the Compact; (ii) expand the private sector assessment and 
facilitate implementation of the proposed private sector development policy, (iii) assess debt absorptive capacity and 
accessibility to international capital markets, (iv) propose an infrastructure road map to prioritize public infrastructure 
investment and prepare an infrastructure maintenance plan, and (v) other development issues arising during the 
implementation period. The proposed TA will be led by a team of consultants including, but not limited to, an 
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economist, a legal expert, and an engineer. 
 b. Impact and outcome:  
Impact includes enhanced policy formulation for economic, financial, and infrastructure management.  
 
Outcome includes focused economic and infrastructure policy and successful implementation of various policies. 
 
 c. Outputs: 
Outputs include: (i) economic studies, (ii) focused economic and financial policy advice, (iii) implementation of private 
sector development policy, and (iv) infrastructure roadmap. 
 
 d. Rationale and purpose of ADF grant financing: Not applicable 
 
 e. Expected results and deliverables:  
(i) various reports and studies which the Government will use for its planning and policy formulation; and (ii) an 
enhanced infrastructure management plan. 
 
 f. Social or environmental issues or concerns:  
The TA will formulate pro-poor economic and infrastructure policy for development. Environmental issues will be 
included as a cross-cutting theme.  
 
 g. Plans for disseminating results/deliverables: 
  For TA, method(s) of TA output dissemination: 
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify): 

7. Proposed executing/implementing agency or agencies: Executing Agency: Ministry of Finance 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the 
assistance:  
The President, the Minister of finance, and respective directors. 

9. Timetable for assistance design, processing, and implementation 
 
 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006 
 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory): February 2007 
   Nonlending (other than project preparatory): 
    
 c. Period and duration of assistance 
   Lending:  
   Nonlending: 36 months 

10. Financing Plan  

 a. For lending: N/A  
 b. For nonlending 
   No resources required, other than ADB staff   
   ADB's administrative budget:   
   Grant TA funds: $600,000   
   Other:  

Source Amount (US$) 
ADB Financing: 600,000 
Government Financing:  
Other Financing:  

Total Cost: 600,000 

Source: ADB estimates. 
  

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Table A2.2  Water Supply and Sanitation in Babeldaob 

Concept Paper 
 
Date: 9 July 2006   
 

1. Type/modality of assistance 

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: 

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Water supply, sanitation, and waste management 
   Subsector: Water supply and sanitation 
 b. Targeting classification  
   Targeted intervention 
   General intervention 
 
 c. Key thematic areas 
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance    Private sector development  
   Gender and development   Capacity development 
   
  Subtheme: Fostering physical infrastructure development 

3. Coverage 
  Country   Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Pacific Department 

5. Responsible ADB officer(s): Steve Blaik 

6. Description of assistance(s) 

 a. Background/linkage to country/regional strategy: One of the ADB’s strategies for Palau is to 
assist the Government to facilitate sound infrastructure development and management. Enhancing the supply of 
clean water and sanitation services and building capacity to manage and deliver quality basic services is a key result 
area of the ADB Pacific strategy. The Government’s infrastructure development strategy paper also identifies water 
supply and waste water management as one of Palau’s main infrastructure issues.  

Major expenditures have been made to improve and expand Palau’s water and sewer system in Koror. However, a 
projected expansion of economic activities in Babeldaob will require further enlargement of the water and sewer 
systems. A reliable safe water supply and environment-friendly sewer system must be provided in a cost-effective 
way. In order to achieve this, a comprehensive cost recovering system must be contemplated. 

 b. Impact and outcome: The health and productivity of residents will be improved. Agriculture 
production will be enhanced, and the Babeldaob, environment improved.   

The number of private and business connections to reliable piped water supplies and to wastewater collection and 
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disposal will increase.  

 c. Outputs: 

(i) Technical confirmation of a project preparatory TA feasibility study, (ii) joint project household- community 
environmental sanitation facilities, and (iii) a sanitation and hygiene awareness program. 

 d. Rationale and purpose of ADF grant financing: Not applicable 

 e. Expected results and deliverables:  

(i) Contributed to an increase in the number of connections to a continuous potable water supply; and (ii) contributed 
to more effective and sustainable wastewater collection, treatment, and disposal capabilities. 

 f. Social or environmental issues or concerns:  

The project must comply with ADB’s water policy with regard to gender and environment, especially since 
wastewater management is crucial to a pristine environment in Babeldaob. 

 g. Plans for disseminating results/deliverables: 

  For TA, method(s) of TA output dissemination: 
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify): Output might be suitable for publication in ADB’s Water for All series. 

7. Proposed executing/implementing agency or agencies:Executing Agency: Ministry of Finance. 
Implementing Agency: Ministry of Resources and Development 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the 
assistance:  
The President, the Minister of Finance, the Minister of Resources and Development, the Minister of Health, and 
Environmental Quality Protection Board, and respective directors. 

9. Timetable for assistance design, processing, and implementation 
 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2008 
 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory): October 2007 
   Nonlending (other than project preparatory): 
    
 c. Period and duration of assistance 
   Lending:  
   Nonlending: 12 months 

10. Financing Plan  
 
 a. For lending: N/A  
 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: 
   Grant TA funds: $300,000 
   Other:  

Source Amount (US$) 
ADB Financing: 300,000 
Government Financing:  
Other Financing:  

Total Cost: 300,000 

Source: ADB estimates.  
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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