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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Poverty targeting: General intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country 
Partnership Strategy  
The proposed project will help the Federated States of Micronesia (FSM) expand access to modern 
energy services, improve the climate resilience of energy infrastructure, decrease the reliance on 
fossil fuels for power generation, and reduce the cost of generation. The project is consistent with 
ADB’s Pacific Approach 2016–2020 under which supports a three-pronged strategy of reducing costs, 
managing risks, and enabling value creation by harnessing renewable energy to drive down the cost 
of electricity, reduce risks, and reduce fossil fuel imports.a The project is aligned with ADB’s Strategy 
2030 and is included in the indicative lending pipeline for the FSM in ADB’s country operations 
business plan for the 11 small Pacific island countries, 2020–2022.b,c 

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  
1. Key poverty and social issues. The project will install renewable energy generation capacity to 
reduce diesel consumption in Kosrae and Yap and is designed to deliver society-wide benefits to 
increase energy security and reduce reliance on fossil fuels for power generation. The hybrid mini grid 
and SHS on Kosrae will provide public electricity service to the village of Walung for the first time. It 
will contribute to social equity by providing Walung residents with a level of electricity service 
comparable to that long enjoyed by virtually all other Kosrae households. It is noted that the 
distribution of total income throughout the FSM is highly unequal, with the poorest 50% of households 
accounting for only 17% of the total household income.d Nominal income has increased steadily over 
recent years in the FSM, but real income has declined significantly as income growth has been 
overtaken by the rising cost of living . 
2. Beneficiaries. Virtually all residences and businesses on Yap and Kosrae islands will benefit from 
the project, which is intended to enhance the cost efficiency and economic stability of the electric 
utilities. All Walung residents (3.7% of Kosrae’s population) will benefit from the Walung subproject. 
The overall project will benefit households on Yap and Kosrae in proportion to each household’s 
electricity consumption, which closely tracks household income.  
3. Impact channels. The main channel for project benefits is the electricity service provided by the 
respective state utilities. At the microeconomic level, the overall project will directly contribute to 
poverty reduction by providing alternative, cheap, reliable, and cost-effective means of electricity to 
commercial and domestic power consumers. At the macroeconomic level, the project will reduce the 
FSM’s dependence on imported fossil fuel for power generation and give consumers greater access 
to electricity service at reduced costs through solar power generation.  
4. Other social and poverty issues. Current tariffs on Kosrae (and to a lesser extent on Yap) are not 
affordable for poor households. In this context, poor households do not consume enough electricity 
to gain a full measure of the basic social, poverty, and gender benefits available from electricity 
consumption. The project will to an extent increase engagement in other economic activities to 
improve family incomes. The safety of electricity use is also an important concern for households.  
5. Design features. The project will contribute to the overall provision of a reliable power supply and 
stable tariffs to commercial and domestic power consumers. These consumers will include low-
income households and in particular in Walung, where the project will fund connection to the minigrid 
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or SHS and install internal wiring for residential accounts. Most poor households would otherwise be 
unable to afford connections and wiring and thus would remain without service. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. The project team visited all subproject sites and 
met with all major stakeholders at the national and state levels, including three visits to Walung village. 
All stakeholders confirmed support for the project. The main interest of island-wide community 
stakeholders is an expectation that the new infrastructure will reduce electricity tariffs. The main 
interest in Walung village is the electrification of residential, government, commercial, and church 
structures. A communication strategy and participation plan for the project has been prepared. 
2. The following forms of civil society organization participation are envisaged during project 
implementation, rated as high (H), medium (M), low (L), or not applicable (NA): 
        Information gathering and sharing (H)    Consultation (M)   Collaboration (L)    
Partnership (NA) 
4. Participation plan. 
        Yes.     No.  An overall participation plan has been prepared covering the construction and 
operations and maintenance phase. Responsibilities lie with the state utilities and the project assistant 
consultants with resources provided for from the project budget. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: Some gender elements 

A. Key issues. Two gender issues were identified: (i) the two government-owned electric utilities have 
few or no women working in technical positions, and few or no applicants for those types of positions. 
Although the utilities are both short of skilled workers and would like to increase hiring of females, 
neither has a formal gender policy as part of its human resource policy nor a strategy for increasing 
female employment in any position. An institutional strengthening component has thus been added to 
the project to provide additional gender benefits and enhance the two electric utilities’ operations. The 
new component will provide technical assistance for capacity building to help the utilities develop and 
begin implementing gender strategies to broaden the available pool of local technical and trade 
expertise by attracting, training, and retaining more females for those roles. The second issue is that 
electrification of Walung village will increase the use of household labor-saving appliances and tools, 
which may reduce the drudgery of household chores and thus increase the available time for formal 
education, income-generating work, childcare, and community activities. 

B. Key actions. 
       Other actions or measures 
The addition of a new project component to help the two utility companies develop and begin 
implementing gender strategies to broaden the available pool of local technical and trade expertise 
by attracting and retaining more females to those roles. 

 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement   Safeguard Category:   B 
 

1. Key impacts. The project is classified category B for involuntary land acquisition and resettlement. 
Land for a ground-mounted solar installation will be acquired by commercial lease on Yap. Land for 
utility distribution easements will also be acquired but through voluntary donations in Walung village, 
Kosrae. The easements will facilitate the supply of electricity to every residence, business, church, 
and government structure in Walung and will thus cross virtually all properties in Walung, so the loss 
and corresponding benefit will be entirely equitable. No land will be acquired by compulsory 
acquisition. No acquisition will cause any physical or economic displacement of people, their 
residences, or their non-land assets.  
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2. Strategy to address the impacts. A short resettlement plan commensurate with the impacts has 
been prepared and will be updated after the detailed design and due diligence have been undertaken, 
confirming that the project sites do not involve any legacy issues. 
3. Plan or other Actions. 

   Resettlement plan  

B. Indigenous Peoples   Safeguard Category:   C 
1. Key impacts. Is broad community support triggered?       No 
Impacts on indigenous peoples are not anticipated. The project will not affect any indigenous peoples 
considered distinct and vulnerable.  
2. Strategy to address the impacts. Not applicable. 
3. Plan or other actions. 

   No action       

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  
1. Relevance of the project for the country’s or region’s or sector’s labor market:  Not significant (L). 

 unemployment (L)   underemployment (L)    retrenchment (L)    core labor standards (L) 
2. Labor market impact. The project will not have a significant impact on local labor markets but will 
create some job opportunities for local workers in the installation and maintenance of solar 
photovoltaic. It will also create some short-term jobs for unskilled labor and basic administrative work. 
The project will comply with core international and national labor standards, including no use of child 
labor. 

B. Affordability 
The project is intended to improve affordability over the mid to long term by reducing the cost of 
generation of the main electricity grid. The electricity service provided under the Walung subproject 
will not generally be affordable to poor households. 

C. Communicable Diseases and Other Social Risks  
1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable 
(NA): 

   Communicable diseases (L)     Human trafficking (NA) 
   Others (please specify) ______________ 

2. Risks to people in project area. 
The project will not present any significant communicable disease or social risks, but HIV/AIDS 
awareness workshops and trainings will be implemented to avoid potential risks since a few outside 
contractors will work in the communities. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Performance targets and monitorable indicators are included in the design 
and monitoring framework. All relevant data will be disaggregated by gender. 
2. Required human resources. The project management unit and the project implementation 
contractor will each include a gender and social safeguards specialist to monitor and evaluate the 
social, poverty, and gender impacts of the project. They will monitor the project progress against the 
project EMPs and RP and ensure that project impacts do not impede the welfare of affected persons 
as well as be delivered equally to all in a culturally appropriate manner. 
3. Monitoring tools. Monitoring tools will include the minutes of consultation meetings and records from 
training, facilitation workshops, and project-related employment. Regular review missions will be 
undertaken by ADB to monitor project progress, and quarterly and semiannual progress reports will 
be submitted by the EA and IA to the government and ADB. 

a ADB. 2017. Pacific Approach 2016-2020. Manila. 
b ADB. 2018. Strategy 2030. Manila 
c ADB. 2019. Country Operations Business Plan: 11 Small Pacific Island Countries, 2020–2022. Manila. 
d Government of FSM. 2014. Federated States of Micronesia. Household Income and Expenditure Survey 2013/14. Main 
Analysis Report (December 2014). Palikir. 

Source: Asian Development Bank, unless otherwise noted. 


