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After joining the Asian Development Bank (ADB) in 2003, Palau—an 
archipelagic state in the Northwest Pacific—was classified as one of ADB’s 
Pacific developing member countries in December 2005. To date, Palau has 
received four loans for a total of $44.80 million and five technical assistance 
projects for $3.3 million.

Palau’s geography, small markets, and tourism-based economy make it 
vulnerable to external economic shocks, and the impacts of climate change and 
extreme weather events. Transport costs are high and cargo volumes are small. 
The small domestic market is an obstacle to developing economies of scale. 
However, Palauan labor is fully employed, and there is a reliance on foreign labor 
to meet demand.

Palau received annual grant assistance from the Government of the United 
States (US) under the Compact of Free Association. Palau’s compact agreement 
was renegotiated in 2010, however, it still awaits US congressional approval. 
Palau anticipates a decrement in Compact grant as a component of its national 
budget. Palau has therefore embarked on a program of reforms to ensure long-
term macroeconomic and fiscal sustainability.

ADB-Supported Projects and Programs 
Since 2006, ADB has provided significant technical assistance to the Government  
of Palau to strengthen national development planning, economic management, 
and fiscal management. ADB has followed these initiatives up with assistance 
in economic management and planning, while assisting the government in 
preparing its Medium-Term Development Strategy, by providing support to carry 
out analysis of the economy’s key sectors. ADB helped develop a medium-term 
budget framework that has enabled the government to plan more effectively, 
provide improved tools for fiscal management and deficit reduction, and 
facilitate the implementation of development plans.

An assessment of the country’s private sector-enabling environment has 
been completed. ADB has provided technical assistance for new secured 
transaction legislation to improve access to credit. The government has 
launched a secured transaction registry, making it possible for banks to provide 
loans with greater security, and at reduced risk. ADB has continued this support 
to the government to improve governance in state-owned enterprises (SOEs), 
facilitate business growth by improving business registration systems, and 
develop an SOE policy that will eventually include relevant legislative measures.

A country environment assessment has been prepared, and ADB has 
provided support for an action plan on climate change that is now being 
implemented through a pilot in Melekeok. ADB will investigate opportunities  
to further support climate resilience in Palau through the regional programs  
it supports.

Table 2.  Palau: Cumulative Lending, and 
Grants Financed by ADB Special 
Funds, By Sector (1966–2013)a

Sector No.

Total 
Amount  

($ million) %b

Health and Social Protection 1 0.20 0.44
Water Supply and Other 
 Municipal Infrastructure 
 and Services 4 44.80 99.56
Total 5 45.00 100.00

Total Disbursements $16.3 million
a  Excludes dropped or canceled loans prior to signing. Covers both 

sovereign and nonsovereign loans, and grants financed by Asian 
Development Fund and Other Special Funds. Other Special Funds 
include Asian Tsunami Fund, Asia Pacific Disaster Response Fund, 
Climate Change Fund, and Pakistan Earthquake Fund.

b Total may not add up because of rounding.

Table 1.  Palau: 2013 Loan, Technical 
Assistance, and Grant Approvals 
($ million)a

Loans

Sovereign Nonsovereign
Technical 

Assistance Grants Total
 28.80 – –  0.20  29.00 

– = nil.
a Excludes cofinancing.



In 2008, ADB began to support the sustainability of 
health care financing by establishing a medical savings 
plan and a health insurance scheme. The scheme has 
been in operation for almost 3 years, and is facilitating 
access to health care for all Palauans in Palau and overseas, 
without significant increased burdens on either household 
or government budgets. In 2013, ADB provided further 
support through conducting cost accounting of all health 
services.

In 2010, ADB provided a sector program loan to 
establish a water and sewerage utility—the first in a series of 
proposed technical and infrastructure projects to support 
Palau’s economic growth, public health, environmental 
protection; and improve basic water and sewerage services. 
Improvements to water and sewerage infrastructure are 
two of Palau’s highest infrastructure investment priorities. 
Tranche 2 of the program loan was released in November 2013.

In 2013, ADB approved a loan to upgrade the sewerage 
network in Koror and Arai. 

Cofinancing
Cofinancing operations enable ADB’s financing partners, 
governments or their agencies, multilateral financing 
institutions, and commercial organizations, to participate in 
financing ADB projects. The additional funds are provided 
in the form of official loans and grants, and commercial 
financing such as B loans, risk transfer arrangements, 
parallel loans, and cofinancing for transactions under ADB’s 
Trade Finance Program.

ADB will continue to work with the Government 
of Palau to identify cofinancing opportunities for 
infrastructure investments in the water supply and 
sanitation sectors.

Partnerships 
ADB has prepared its diagnostic work and program planning 
in close alignment with development partners. ADB 
missions coordinate closely with other major development 
partners, including Australia; the European Union; Japan; 
Taipei,China; the United Nations; and the United States. 
Through regional programs, ADB also works collaboratively 
with the Council of Regional Organizations in the Pacific to 
provide services on a regional basis.

In December 2012, ADB engaged a national 
development coordination officer to support ADB’s 
collaboration with the Government of Palau and other key 
stakeholders on the ground. 

Procurement
From 1 January 1966 to 31 December 2013, contractors 
and suppliers were involved in 188,780 contracts for ADB 
loan projects worth $122.11 billion. During the same period, 
contractors and suppliers from Palau were involved in 
three contracts for ADB loan projects worth $16.07 million.

From 1 January 1966 to 31 December 2013, consultants 
were involved in 28,709 contracts for ADB technical 
assistance projects worth $3.3 billion. During the same 
period, consultants from Palau were involved in four 
contracts for ADB technical assistance projects worth 
$0.03 million.

Table 3.  Palau: Portfolio Performance Quality Indicators for 
Sovereign Lending and Grants, 2012–2013

Number of Ongoing Loans (as of 31 Dec 2013) 4
2012 ($ million) 2013 ($ million)

Contract Awards/Commitmentsa,b – –
Disbursementsa – 6.2

Number of Ongoing Grants (as of 31 Dec 2013)c 1
2012 ($ million) 2013 ($ million)

Contract Awards/Commitmentsa,b – –
Disbursementsa – 0.2

Actual Problem Projects (%) –
– = nil.

Note: Totals may not add up because of rounding.
a Includes closed loans/grants that had contract awards or disbursements during the year.
b Excludes policy-based lending/grants.
c Includes only Asian Development Fund and other ADB Special Funds.

Table 5.  Palau: Contractors/Suppliers  
Involved in ADB Loan Projects,  
1 January 2009–31 December 2013

Contractor/Supplier Sector

Contract 
Amount  

($ million)
National Treasury of Palau Water Supply and Other 

 Municipal Infrastructure 
 and Services 16.07

Table 6.  Palau: Top Consultants (Individual Consultants 
and Consulting Firms) Involved in ADB  
Technical Assistance Projects,  
1 January 2009–31 December 2013

Consultant

Number of 
Times  

Contracted

Contract 
Amount  

($ million)
Individual consultants 2 0.01

Table 4.   Palau: Share of Procurement Contracts

Item

2012 2013
Cumulative  

(as of 31 Dec 2013)
Amount  

($ million)
% of  
Total

Amount  
($ million)

% of  
Total

Amount  
($ million)

% of  
Total

Goods, Works, and 
 Related Services – 0.00  6.20 0.09  16.07 0.01
Consulting Services  0.01 0.00 – 0.00  0.03 0.00
– = nil, 0.00 = less than 0.01%.

http://adb.org/site/public-sector-financing/official-cofinancing
http://www.adb.org/site/private-sector-financing/trade-finance-program
http://adb.org/site/business-opportunities/operational-procurement


Operational Challenges 
Palau is a relatively new nation-state and member of 
ADB. ADB’s country operations business plan (COBP) for 
Palau focuses on improving public sector effectiveness, 
facilitating private sector development, delivering safe 
water and sanitation services, and managing the threat of 
climate change.

The relationship between Palau and ADB is strong. 
Palau has been successful in managing its economy, 
capitalizing on tourism. Balancing tourism development and 
conservation of its natural environment poses challenges.

ADB approved the first program loan for Palau in 2010 
and the first project loan in 2013. Under the program, 
the Government of Palau showed great commitment to 
progressing relevant reforms to support growth and improve 
basic infrastructure services. However, maintaining reform 
momentum is key, particularly at the political level. As Palau 
moves into implementing its first major ADB project, limited 
capacity, a likely constraint, will pose a major challenge. 

Future Directions 
ADB’s support to Palau is guided by the Pacific Approach, 
2010–2014 and aligned with the government’s Medium- 
Term Development Strategy, 2009–2014. Improving public 
sector effectiveness and private sector development 
opportunities are likely to remain key elements of ADB’s 
future support, along with support for key infrastructure 
investments that provide social benefits. Technical 
support—provided through ADB’s country and regional 
program—will remain a core contributor to ADB’s program 
in Palau. Regional activities will support reforms in public 
sector management, the promotion of access to renewable 
resources and improvements in energy efficiency, responses 
to the impacts of climate change, and advice on economic 
policy and private sector development. The Palau COBP, 
2014–2016 includes a pipeline of $45 million in loans and 
$1.5 million in technical assistance.



In this publication, “$” refers to US dollars. Figures are estimated by ADB unless otherwise cited. 
Data are as of 31 December 2013 unless otherwise indicated. Fact sheets are updated annually in April. April 2014

About Palau and ADB
ADB Membership
Joined 2003

Shareholding and Voting Power
Number of shares held: 342 (0.003% of total shares)
Votes: 39,789 (0.301% of total membership,
 0.462% of total regional membership)
Overall capital subscription: $5.27 million 
Paid-in capital subscription: $0.26 million

Anthony Baker is the Director and Richard Sisson is the Alternate Director  
representing Palau on the ADB Board of Directors.

Ikuko Matsumoto is the Director responsible for Palau, as well as for the Urban, 
Social Development, and Public Management Division, Pacific Department.

ADB’s Pacific Department provides the primary operational link between ADB  
and the government, private sector, and civil society stakeholders in its activities. 
The department engages in policy dialogue and acts as a knowledge base on  
development issues in Palau.

The Palau government agency handling ADB affairs is the Office of the Ministry  
of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the  
region and 19 from other parts of the world. ADB’s main instruments for helping  
its developing member countries are policy dialogue, loans, equity investments, 
guarantees, grants, and technical assistance (TA). In 2013, lending volume was 
$13.19 billion (101 projects), with TA at $155.61 million (248 projects) and grant-
financed projects at $849.02 million (23 projects). In addition, $6.65 billion was 
generated in direct value-added cofinancing in the form of official loans and grants 
and commercial cofinancing such as B loans, risk transfer arrangements, parallel 
loans, and cofinancing for transactions under ADB’s Trade Finance Program.  
From 1 January 2009 to 31 December 2013, ADB’s annual lending volume averaged 
$12.19 billion. In addition, investment grants and TA funded by ADB and special 
funds resources averaged $801.70 million and $165.66 million in TA over the same 
period. As of 31 December 2013, the cumulative totals excluding cofinancing 
were $203.41 billion in loans for 2,629 projects in 44 countries, $6.46 billion in 
239 grants, and $4.25 billion in TA grants, including regional TA grants.

Contacts
ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444

Ministry of Finance
P. O. Box 6011, Koror PW 96940, Palau
Tel +680 767 2501
Fax +680 767 2168

Useful ADB websites
Asian Development Bank
www.adb.org

Asian Development Outlook
www.adb.org/publications/series/asian-
development-outlook

Annual Report
www.adb.org/documents/series/adb-annual-reports

To access a complete list of development 
and economic indicators, visit: 

Statistics and Databases
www.adb.org/data/statistics

www.adb.org
www.adb.org/publications/series/asian-development-outlook
www.adb.org/publications/series/asian-development-outlook
www.adb.org/documents/series/adb-annual-reports
www.adb.org/data/statistics



