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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 Health Expenditure and Livelihoods Support (HEALS) program aligns with Palau’s national poverty reduction 
strategies. The Palau 2020 National Master Development Plan—the country’s long-term national plan since 1996—
targets increased economic growth per capita on a sustainable basis; and sharing the benefit of economic growth on 
an equitable basis.a Further, the latest medium-term development strategy—Actions for Palau’s Future—includes a 
social services for vulnerable people action plan toward a vision of “life with dignity.”b Specific goals include: 
(i) to ensure the basic needs of all Palau’s residents are met; (ii) to reduce vulnerability by preserving safety nets 
represented by the Palauan ethic of sharing and caring and universal access to productive land and sea resources; 
and (iii) to provide compassionate, timely assistance to people who fall through the safety nets. By supporting the 
government’s comprehensive coronavirus disease (COVID-19) response package, the program helps expand social 
safety nets through delivery of social assistance to unemployed workers and economic relief for affected businesses. 
The program’s support to maintaining government services and employment also safeguards public sector workers 
and vulnerable households. These interventions are designed to minimize the number of individuals and households 
who may slip into hardship and vulnerability as a result of international border closures and pause in economic activity. 
The program is fully aligned with the focus of Pacific Approach 2016–2020, Asian Development Bank’s country 
partnership strategy for the 11 smaller Pacific developing member countries including Palau, on addressing 
vulnerabilities to external shocks.c  

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  

1. Key poverty and social issues. With nominal per capita gross national incomes at $17,280 as of 2018, Palau is 
classified as a high-income country by World Bank. High incomes, along with relatively good education and health 
outcomes, also contribute to Palau being included in the very high human development category according to the 2019 
Human Development Report of the United Nations Development Programme. However, elevated cost structures 
stemming from diseconomies of scale in production; limited competition; and remoteness tend to erode households’ 
purchasing power. In purchasing power parity terms, per capita gross national income in Palau as of 2018 falls below 
that of some upper-middle income ADB developing member countries (e.g., Kazakhstan, Malaysia). With per capita 
incomes at serious risk of falling to pre-FY2012 levels in nominal terms, and falling to pre-FY2000 levels in real terms, 
purchasing power of Palauan households will be severely restricted during the projected economic contractions during 
FY2020 and FY2021. Further, the COVID-19 crisis is projected to lead to the loss over 3,100 jobs—or more than a 
quarter of formal employment—over this same period. Latest estimates based on the 2014 household income and 
expenditure survey (HIES) indicate that 19.4% of households fall below the basic needs poverty line in Palau, down 
from 24.9% in 2006.  A further 10.1% of the population had incomes just above the basic needs poverty line and are 
therefore economically vulnerable and at risk of falling into hardship amid adverse shocks. Inequality, as measured by 
a Gini coefficient of 0.36, remained relatively low and in line with the average for the Asia and Pacific region. Given an 
inter-HIES growth elasticity of poverty of –1.9, the projected cumulative reduction in real per capita incomes of 22.6% 
due to the crisis has the potential to increase the poverty rate to 27.9% by end-FY2021.  
2. Beneficiaries. The program will benefit a large segment of Palau’s population, including: (i) private sector workers, 
whose employment has been terminated or reduced due to the economic shutdown; (ii) public sector workers, whose 
incomes and employment are at risk due to public revenue shortfalls; (iii) private businesses that have temporarily 
ceased operations; and (iv) lower-income households at risk of losing access to basic utility services. Households and 
businesses deriving incomes from Palau’s vital tourism sector, which has been most adversely affected by international 
travel restrictions due to the COVID-19 pandemic, stand to benefit the most from the program’s support.  
3. Impact channels. Direct impact channels include: (i) provision of social assistance to newly unemployed workers, 
either through an unemployment benefits program or a temporary employment program to help replace lost earnings, 
plus lifeline utility subsidies to reduce expenditure pressures for affected households; and (ii) relief for affected private 
businesses through concessional loans and deferment of taxes and social contributions payable. The primary indirect 
impact channel is through the program’s support to maintaining government operations and employment amid revenue 
shortfalls. Not only will this ensure that public servants continue to earn incomes, but also that critical basic services 
remain available, particularly for vulnerable groups (e.g., health services for elderly, persons with disabilities).    
4. Other social and poverty issues. The program does not directly address other social and poverty issues in Palau, 
including risks associated with a high incidence of noncommunicable diseases. This includes an elevated prevalence 
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of diabetes (24.5% of men and 21.2% of women) as well as high rates of tobacco and betel nut consumption. Palau 
has developed operational policies to address diabetes, including by reducing physical inactivity, and overweight and 
obesity. The government also raised tobacco taxes in 2014 and 2015 to help discourage consumption. 
5. Design features. HEALS supports the government’s Coronavirus Relief One-Stop Shop (CROSS) program. CROSS 
provides (i) unemployment benefits of up to $100 per week to private sector workers whose employment were 
terminated, suspended, or reduced due to COVID-19; (ii) wage funding that covers Palau’s minimum wage of $3.50 to 
temporary employment programs administered by government and nongovernment organizations; (iii) funding to 
expand the Palau Public Utilities Corporation’s (PPUC) lifeline subsidy program expanded to cover households affected 
by COVID-19; and (iv) concessional loans of up to $30,000 per quarter provided through the National Development 
Bank of Palau to private firms that are forced temporarily out of business. The HEALS design and monitoring framework 
contains target numbers of beneficiaries for each component of CROSS.  

C. Poverty Impact Analysis for Policy-Based Lending 
1. Impact channels of the policy reforms. Support from the program allows CROSS to provide income transfers to 
affected workers, or otherwise help them avoid unemployment by switching to temporary jobs, to at least partially 
replace lost earning opportunities. CROSS also provides relief to private businesses to help maintain assets amid the 
COVID-19 crisis. The HEALS program also safeguards the population’s access to basic services broadly by supporting 
the continuing operation of government and, more specifically, by expanding funding for PPUC’s lifeline utility subsidy.  
2. Impacts of policy reforms on vulnerable groups. The program helps compensate for sudden losses in income 
that will allow large segments of the population to avoid looming risks of falling into hardship and vulnerability. 
3. Systemic changes expected from policy reforms. With support from the program, Palau can minimize economic 
contractions and losses in per capita incomes, This will allow the country to quickly get back on track toward achieving 
Sustainable Development Goal Target 1.2: Reduce poverty by half according to national definitions by 2030. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. Minimal participation will take place during implementation due 
to the urgency policy actions. Consultation with civil society took place during preparation of the program though a 
rapid assessment of COVID-19 impacts on vulnerable groups, supported by regional technical assistance.d 
2. Civil society organizations. Concerned agencies, particularly the Ministry of Finance and Ministry of Community 
and Cultural Affairs, will work with civil society to disseminate information on available social protection assistance and 
other benefits of the program to raise awareness. The CROSS program also provides direct grants to, and wage funding 
support for temporary jobs programs administered by, nongovernment organizations.  
3. 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 (M)   Consultation (M)   Collaboration (L)   Partnership (NA) 
4. Participation plan. 
        Yes.     No. Civil society participation prioritized during rapid assessment exercise. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: effective gender mainstreaming  

A. Key issues The COVID-19 crisis (and associated nonpharmaceutical measures to minimize the health impact) will 
exacerbate existing gender inequalities and risk progress made in supporting women’s economic empowerment. 
Women in Palau are underrepresented in formal employment with only 41% of women in paid work (compared to 60% 
men) and are significantly less likely to own or run businesses due to household, community, and caring responsibilities, 
and high time poverty. As such, the economic downturn will increase the gender wage gap and put additional pressure 
on the already limited number of women-owned small and medium enterprises. Female-headed households are more 
likely to face poverty and have 18% less in average monthly income than male-headed households, and they may be 
at an increased risk of poverty and food insecurity during the COVID-19 crisis. In terms of health outcomes, all women 
in have access to reproductive health services but noncommunicable diseases are a leading cause of death in Palau 
(including for women) and it will be important to ensure essential services continue during other health emergencies 
such as COVID-19. In addition, one quarter of women have experienced physical and/or sexual violence by a partner 
in their lifetime and prevalence and severity of gender-based violence (GBV) is likely to increase. Finally, 77% of 
frontline health workers are women and are at increased risk of infection from COVID-19. 

B. Key actions The program ensures that all women employers and employees in Palau will have access to support 
including: (i) unemployment benefit for all women at risk of losing their jobs; (ii) temporary employment schemes 
(including in sectors such as tourism enhancement, environmental protection and care for vulnerable populations); 
(iii) ensuring all public servants (of which 53% are women) continue to be employed;  and (iv) concessional or interest-
free business loans that will target and prioritize women-owned businesses. Unemployment measures will be open to 
informal workers (e.g., roadside vendors) and migrant workers who are particularly vulnerable and may not have the 
savings, networks or other safety nets to support them during the downturn in business.  In addition, PPUC will expand 
the lifeline utility subsidy and ensure that female-headed households are prioritized and among the first to benefit. 
Health measures include: (i) continuation of free healthcare including maternal and reproductive health; (ii) priority 
COVID-19 testing for frontline health workers); (iii) overtime and hazard pay for frontline health workers; and 
(iv) a telephone hotline for GBV information and referrals. In addition, the government has committed to ringfencing 



funds for GBV services in the next budget (October 2020). Finally, women’s unpaid care burden will be supported by 
provision of free preschool and child day care facilities for lower income families. 
       Gender action plan      Other actions or measures: Gender Monitoring Matrix     No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
1. Key impacts. None. 
2. Strategy to address the impacts. Not applicable. 
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework 

  Environmental and social management 
system arrangement 

  No action 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework 
  Social impact matrix 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 
1. Key impacts. None. Is broad community support triggered?     Yes                     No 
If yes, briefly describe the process and outcomes of ascertaining that such support exists. 
2. Strategy to address the impacts. Not applicable. 
3. Plan or other actions. 

   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement 

   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

 

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, indicated as high (H), medium (M), 
and low or not significant (L). 

 unemployment (H)   underemployment (H)  retrenchment (H)  core labor standards 
2. Labor market impact. The program helps reduce labor risks from unemployment (and resulting poverty) through 
direct assistance to newly unemployed and transfer of workers to temporary jobs. 

B. Affordability  
Expansion of lifeline utility subsidies help maintain affordability of essential electricity, water, and sewerage services. 

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 (NA)     Human trafficking (NA)   
   Others (please specify) ______________ 

2. Risks to people in project area. None. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Targets for coverage of affected employees and employers—including specific targets for 
women—are included in the design and monitoring framework and the gender monitoring matrix. 
2. Required human resources. An interagency team headed by the Ministry of Finance coordinates implementation 
and distribution of social assistance. A One ADB Team with multidisciplinary expertise collaborated closely in designing 
the HEALS program, with inputs from consultants specializing in macro-fiscal surveillance and social protection 
(footnote d). 
3. Information in the project administration manual. Not applicable. 
4. Monitoring tools. Government reports and data on the socioeconomic characteristics of beneficiaries reached by 
CROSS through support from the HEALS program. 
a  Palau National Master Plan Task Force. 1996. Palau 2020: National Master Development Plan. Koror. 
b  Government of Palau. 2009. Actions for Palau’s Future: The Medium-Term Development Strategy 2009 to 2014. 

Koror. 
c ADB. 2017. Pacific Approach, 2016–2020. Manila.  
d ADB. 2020. Technical Assistance for Strengthening Social Protection in the Pacific. Manila. April. 
Source: Asian Development Bank. 
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