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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities  
 
1. Official development assistance inflows in Palau amount to almost 30% of annual gross 
domestic product (GDP). The United States (US) is the main source of grant assistance, 
through its Compact of Free Association with Palau, while the Asian Development Bank (ADB) 
is the primary multilateral partner providing concessional finance.1 Other major development 
partners include the Governments of Australia, Japan, and Taipei,China; along with the 
European Union; and United Nations agencies. The World Bank provides technical assistance. 
The International Monetary Fund undertakes regular macroeconomic surveillance, and its 
Pacific Financial Technical Assistance Centre provides technical assistance in public sector 
management. Regional institutions, including the Pacific Islands Forum Secretariat and the 
Pacific Community, also provide complementary support.  
   
2. Although Palau has run overall fiscal surpluses equivalent to 3.0% of GDP during 
FY2011–FY2019, excluding grants the fiscal accounts reverse into sizable deficits of averaging 
15.2% of GDP. External grants accounted for about 45.3% of total government expenditure 
during this period. Palau receives regular budget support grants from the US, equivalent to 
about 5.6% of GDP under the Compact primarily to fund education and health services, plus 
another 3.9% of GDP through federal programs (e.g., Federal Aviation Authority, postal and 
weather services). Current grants from other bilateral partners amount to around 1.2% of GDP. 
Palau also receives capital grants, equivalent to 5.0% of GDP—about 1.4% under the Compact 
and 3.6% from other bilateral partners, most notably Japan and Taipei,China—to finance 
infrastructure development.   
 
3. Japan’s development assistance to Palau focuses on human security by supporting 
grassroots projects for primary education, primary health, and the environment.2 Further, the 
Government of Japan is funding, through the Japan International Cooperation Agency, the 
construction of a national landfill in Aimeliik and renovation of Palau’s mariculture facility in 
Koror. Development assistance from Taipei,China supported the development of a cloud-based 
healthcare platform for the Ministry of Health that digitizes medical records for easy access and 
sharing by medical facilities in Palau. Taipei,China also finances agriculture and housing 
projects through the National Development Bank of Palau. 
 
4. Australia’s bilateral assistance centers on information and communications technology 
sector reform, as well as achieving gender equality and enhancing women’s empowerment.3 
The World Bank has no projects to date in Palau but is also providing technical assistance 
toward information and communications technology regulatory reform. The European Union 
promotes renewable energy and energy efficiency projects, climate change adaptation, and 
promoting inclusive and sustainable development, particularly of Palau's marine resources. 
Although the United Nations Development Programme mostly focuses on the environment 

 
1  Under the economic provisions of the Compact, the US provided annual assistance to Palau totaling about $630 

million dollars from 1994 to 2000. A renewal under the Compact Review Agreement, pending since 2010, was 
approved in 2018 (Palau received about $13 million annually in the intervening period), and allocates a further 
$229 million in assistance through to 2024.  

2  Government of Japan. Ministry of Finance. Japan’s official development assistance data to Palau: 
https://www.mofa.go.jp/files/000142995.pdf (accessed 11 May 2020).  

3  Government of Australia. Department of Foreign Affairs and Trade. 2016. Aid Investment Plan. Republic of Palau 
2016/17–2018/19. Canberra. 

http://www.adb.org/Documents/RRPs/?id=54245-001-3
https://www.mofa.go.jp/files/000142995.pdf


through natural resources management and disaster preparedness, it also supports 
strengthening of local governance and health, particularly controlling the spread of tuberculosis 
and of HIV.  
 
5. For coronavirus disease (COVID-19) prevention and response, the US provided an 
additional $3.9 million to Palau under the Coronavirus Aid, Relief, and Economic Security Act. 
Private companies from Japan provided in-kind assistance of disinfectants including sterilizing 
alcogel, hand soap, and sanitary liquid concentrates. Taipei,China also supported COVID-19 
preparedness through provision of medical supplies, including infrared thermometers and 1,000 
testing kits, along with training conducted for local health workers on testing procedures and 
protocols. The World Health Organization provides technical support to Palau through a 
representative office in Fiji and a liaison office in the Federated States of Micronesia. The US is 
also providing unemployment compensation to affected Palauan citizens, who may apply for 
direct assistance through the Palau Workforce and Innovation Act office.4 ADB disbursed $15 
million under its Palau Disaster Resilience Program to help finance continuing government 
operations amid revenue shortfalls as well as the provision of social assistance to affected 
employers and employees.5 In developing the proposed program to support Palau’s COVID-19 
response, ADB closely coordinated with the International Monetary Fund to ensure that the 
program helps safeguard macroeconomic stability during the crisis period. Table 1 provides an 
overview of major partner activities in health and public sector management.  
 

Table 1: Major Development Partners  

Development Partner   Project Name Duration 
Amount 

($ million) 

Health (including COVID-19 response) 
ADB  Disaster Resilience Program 2018–2020 15.0 

Japan  Donation of disinfectants 2020 In kind 

Taipei,China  Donation of medical supplies; training for local health workers  2020 In kind 

UNDP  Multi-Country Western Pacific Integrated HIV/tuberculosis 
Programme 

2018–2020 11.4 

United States  Coronavirus Aid, Relief, and Economic Security Act 2020 1.6 

Public sector management 

Australia  Aid Investment Plan: Republic of Palau 2016–2020 15.8a 

European Union  General Budget Support under European Development Fund 11  2014–2020  1.9b 

IMF  Regional: Pacific Financial Technical Assistance Centre, Phase V 
(funded by Asian Development Bank, Australia, New Zealand, 
European Union, and Republic of Korea) 

2011–2022 25.1 

UNDP  Local Governance Strengthening Project 2016–2020 1.0 

United States  Compact of Free Association 2018–2024 229 

ADB = Asian Development Bank, COVID-19 = coronavirus disease, IMF = International Monetary Fund, UNDP = 
United Nations Development Programme. 
a Includes funding for the Federated States of Micronesia and the Marshall Islands. 
b Indicative estimate only. 
Source: Asian Development Bank. 

 
4 Further details are available at the Palau Workforce and Innovation Act website: https://palauwioa.org/cares-act 

(accessed 16 June 2020). 
5 ADB. 2018. Palau: Disaster Resilience Program. Manila. 

https://palauwioa.org/cares-act
https://www.adb.org/sites/default/files/project-documents/52018/52018-001-rrp-en.pdf


B. Institutional Arrangements and Processes for Development Coordination  
 
6. The Government of Palau had created an Office of Budget and Grant Oversight to help 
improve coordination of all external assistance activities in Palau. However, in practice, key 
counterparts for development partners remain fragmented across various agencies, including 
the Office of the President, the Ministry of Foreign Affairs, the Ministry of Finance, along with 
various sector agencies. With ADB assistance, the government developed a medium-term 
budget framework that captures all development assistance, both in cash and in kind, 
contributing toward achievement of ministry-level medium-term development objectives.6 ADB 
coordinates with government, other development partners, and other stakeholders—in 
preparing country operations and business plans; projects and programs; and technical 
assistance—primarily through its Pacific Country Office in Palau as well as regular missions and 
electronic communication.7  
 
C. Achievements and Issues  
 
7. The Palau Pacific Country Office in Koror was officially inaugurated in January 2020. 
This represents a further strengthening of ADB’s in-country presence, which started with the 
recruitment of a national development coordination officer consultant in 2012 to the opening of a 
small development coordination office in 2014. The Palau Pacific Country Office expands ADB’s 
in-country presence in Palau, enabling more responsive support though more regular and closer 
dialogue with the government, civil society, project beneficiaries, and other stakeholders. Also, 
ADB worked closely with the government, the private sector, and other development partners in 
facilitating national economic symposiums (2013–2018) to discuss key policy issues and 
priorities. In April 2018, ADB participated in the Forum of Economic Ministers Meeting in Koror, 
which emphasized the role of finance ministries in building resilience to climate change and 
disasters in the region. However, a comprehensive system or forum for development 
coordination is missing and is currently substituted for by meetings and consultations with 
bilateral and multilateral partners on an as-needed basis. 
 
D. Summary and Recommendations  
 
8. Palau stands to benefit significantly from stronger coordination and harmonization of 
development partner assistance programs. This will help promote more efficient use of 
resources by avoiding duplication of efforts, maximizing synergies, and ensuring a consistent 
and coherent development approach across investment projects, policy reform programs and 
technical assistance. In the near-term, development coordination can be strengthened by better 
planning and sequencing of technical assistance among development partners, as well as 
through regular joint consultation meetings involving all major partners chaired by the 
government. Building on these coordination systems over time will allow development partners 
to contribute to Palau’s sustained socioeconomic development and transition to the post-
Compact era through strategic, complementary, and well-coordinated interventions.  

 
6  ADB. 2009. Republic of Palau: Implementing a Medium-Term Budget Framework. Manila.  
7  The office is staffed by an ADB country coordination officer. An operations assistant is being recruited. 

https://www.adb.org/sites/default/files/project-document/64523/42436-pal-tar.pdf

