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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities  
 
1. Australia, European Union (EU), the International Monetary Fund (IMF), Japan, 
Taipei,China and the United States (US) are the major development partners to the Republic of 
Palau. The US and Palau signed a 50-year agreement known as the Compact of Free 
Association (the US Compact) in October 1994. The Compact grants the US military rights 
within Palau and obligates the US to provide economic aid, military defense, and security. With 
respect to economic aid, the Compact provides specific financial—program and project—
commitments over the first 15 years of the Compact’s term and provides for periodic reviews of 
the Compact as a whole. Palau and the US, in 2009-2010, reviewed the terms after 15 years 
and have agreed to 250 million in the next 15 years. This agreement is awaiting confirmation 
from the US Congress.  
 
2. Australia’s development assistance program is directed by the partnership for 
development agreement between the two countries. The strategic focus includes: (i) improving 
the quality of the teacher workforce, (ii) improving competency and skill base of the health 
sector workforce; (iii) improving Government of Palau capacity in budget and planning 
management. Taipei,China provides assistance with a strategy geared towards supporting 
public health, fisheries, agriculture, human resource development, energy, culture, and 
infrastructure for economic growth. Japan continues to support Palau in its energy sector 
through JICA initiatives and other technical assistance. The Japanese development assistance 
program has a significant volunteer program providing capacity building across Palau’s public 
sector and non-government organizations. The United Nations Development Programme 
(UNDP) supports the efforts of Palau in the areas of health, environment, and capacity building.  
 
3. ADB has provided technical assistance—TA 4929-PAL: Facility for Economic and 
Infrastructure Management—which assisted the Government prepare the Medium-Term 
Development Strategy (MTDS). Further support is being provided in establishing a medical 
savings account and health insurance scheme under TA 7079-PAL: Development of a 
Sustainable Health Financing Scheme. ADB is currently providing support with TA 7421-PAL: 
Implementing a Medium Term Budget Framework. In the water and sanitation sector, ADB has 
provided assistance under TA 4977-PAL: Preparing the Babeldaob Water Supply Project and is 
currently implementing TA 7382-PAL: Sanitation Sector Development.  
 
4. The IMF has provided technical assistance for fiscal management, banking legislation, 
banking supervision, off-shore financial center, and economic statistics and reporting system for 
banking statistics. Technical assistance has been provided through the Pacific Financial 
Technical Assistance Centre (PFTAC) since 2005 for financial supervision, public expenditure 
management, and tax administration policy, as well as for banking supervision. The UNDP has 
provided technical assistance with support to capacity building through training in the Bureau of 
Budget and Planning. ADB has been actively involved with all of the above initiatives.    
 
5. ADB, together with IMF and PFTAC, supports Palau’s development to achieving fiscal 
sustainability. In undertaking adjustments to ensure a cost-conscious and highly productive 
government as stated in the MTDS, Palau with assistance from ADB, is seeking to support the 
development of a full cost recovery water and sanitation state-owned utility.    

 
 
 



2    

Major Development Partners 2009-2010 
 

Development 
Partner Project Name Estimated 

Duration 
Estimated 
Amount 

($ million) 
 Theme: Law, Economic Management, and Public Policy  
ADB Facility for Economic and Infrastructure Management 2008–2010 1.00
 Medium Term Budget Framework 2010–2013 0.05
UN/GEF Sustainable Land Management  0.05
 Theme: Water Supply, Sanitation, and Waste Management 
ADB Babeldaob Water Supply Project  2008–2009 0.80
UN Solar Energy Management Demonstration 2009–2010 0.09
Taipei,China Capital Improvement Projects 2009–2010 8.50
USA Federal Grants on Capital Improvement Projects 2009–2010 36.50
 Theme:  Energy  
EU Renewable Energy 2009–2010 0.10
 Theme: Health, Nutrition, and Social Protection  
ADB Health Financing 2008–2010 0.40
USA Federal Grant Programs in the Health Sector  2009–2010 9.40
ADB = Asian Development Bank, EU = European Union, GEF = Global Environment Facility, IUCN = International 
Union for Conservation of Nature, UN = United Nations, UNDP = United Nations Development Programme, USA = 
United States of America.  
Source: Asian Development Bank estimate prepared based on consultation with the Palau Government. 
 
B. Institutional Arrangements and Processes for Development Coordination  
 
6. Development assistance is coordinated through bilateral and multilateral consultations 
including an ongoing dialogue between ADB and IMF during Article IV consultation. ADB shares 
with Australia, EU, IMF, Japan, Tapei,China, US, UNDP and World Bank all materials, analysis, 
and preparatory documentation of its program through regular visits to each embassy in Palau 
and in regional meetings in the North Pacific. ADB has regular high level dialogue with the US.   
 
7. The Government has created the Office of Budget and Grant Oversight with the goal of 
providing a roadmap for development partners by setting national priorities. The Department of 
Interior has provided a grant to support the Office of Budget and Grant Oversight. The office is 
in its early stages and is being administered through the leadership of the Adviser in the Office 
of the Vice-President/Minister of Finance.  
 
C. Achievements and Issues 
 
8. The goal of the Office of Budget and Grant Oversight is to improve coordination on all 
grants and technical assistance in Palau. Counterparts for development partners are still 
fragmented between Office of the President, Ministry of Foreign Affairs, and Ministry of Finance. 
The Government has not established a formal mechanism for coordination or development 
partners and the development partners are reluctant to act unilaterally. 
 
D. Summary and Recommendations  
 
9. Development coordination is still at an early stage in Palau. Development partners are 
keen to harmonize respective development programs to have the maximum impact for Palau’s 
socio-economic development. MTDS for Palau is being utilized in some areas but still has yet to 
realize its full potential as an aid coordination tool.  


