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Partnerships
The Government of Palau and the Asian Development Bank (ADB) endorsed the Palau 
country partnership strategy (CPS), 2009–2013 in May 2009. 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 Organisations in the Pacific (CROP) to provide common goods across the 
region, including Palau. 

Operational Challenges
Palau is a relatively new nation-state and member of ADB. ADB’s CPS 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.

Future Directions 
The CPS, 2009–2013 takes into consideration Palau’s medium-term development 
goals. As the CPS draws to a close, ADB will work with government, community 
organizations, and other development partners to coordinate its future engagement. 
ADB will continue to support the implementation of Palau’s priority development 
strategy. 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 technical 
and vocational education, the promotion of access to renewable resources and 
improvements in energy efficiency, responses to the impact of climate change, advice 
on economic policy and private sector development, as well as strengthening the 
enabling environment for private sector development. The Palau country operations 
business plan (COBP), which is under preparation, includes a pipeline for 2013–2014 
of $42.8 million in loans and $0.7 million in technical assistance.

Table 1.   Palau: Cumulative ADB Lending  
by Sector as of 31 December 2012a

Sector
Loans  
(no.)

Amount  
($ million) %b

Water Supply and Other 
 Municipal Infrastructure  
 and Services 2 16.00 100.00
Total 2 16.00 100.00

Total Disbursements $9.9 million
a Includes sovereign and nonsovereign loans.
b Total may not add up because of rounding.



Context 
After joining ADB in 2003, Palau—an archipelagic state in the 
Northwest Pacific—was reclassified as one of ADB’s Pacific 
developing member countries in December 2005.  

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

Palauans enjoy relatively high standards of health, education, 
and free basic social services. There is an independent judiciary, 
trials are fair, and the police are the first-response force, 
maintaining internal order. Freedom of speech and public access 
to information is guaranteed under the constitution. Palau has 
a public auditor. A special prosecutor investigates fraud and 
corruption. A Code of Ethics Act contains provisions that apply 
to all civil servants. 

ADB-Supported Projects and Programs
Since 2006, ADB has provided significant technical assistance 
to the government to strengthen national development planning, 
economic management, and fiscal management. ADB followed 
up with assistance in economic management and planning 
and assisted the government in preparing its Medium-Term 
Development Strategy, helping with the analysis of key sectors of 
the economy. ADB is currently helping develop a medium-term 
budget framework that will enable the government to plan  
more effectively, provide improved tools for fiscal management 
and deficit reduction, and facilitate implementation of 
development plans.

An assessment of the private-sector enabling environment 
has been completed. ADB provided technical assistance for new 
secured transaction legislation to improve access to credit. The 
government has launched the secured transaction registry so 
that banks can provide loans with greater security and reduced 
risk. ADB anticipates continuing this support by improving 
governance in state-owned enterprises and facilitating business 
growth by improving business registration systems.

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 Palau’s climate 
resilience through the regional programs.

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

In 2008, ADB began to support improvement of the 
sustainability of health care financing by establishing a medical 
savings plan and health insurance scheme. The scheme has 
been in operation for almost 2 years and is facilitating all 

Table 2.  Palau: Development Indicators
Non-MDG
Population in millions 0.02 [2012]
Annual population growth rate (%) 0.9 [2010–2012]
Adult literacy rate (%) ...
Population in urban areas (%) 84.1 [2011]
MDG
Population living on less than $1.25 (PPP) a day (%) ...
Population living below the national poverty line (%) 24.9 [2006]
Under-5 mortality rate per 1,000 live births 19 [2011]
Population using an improved drinking water source (%) 85 [2010]

… = data not available, MDG = Millennium Development Goal, PPP = purchasing power parity. 

Sources:  ADB. 2013. Basic Statistics 2013. Manila; 
World Bank. 2013. World Development Indicators Online.

Table 3.  Palau: Economic Indicators, 2008–2012
Economic Indicator 2008 2009 2010 2011 2012
Per capita GDP at current 
 market prices ($) 10,535 10,017 10,145 10,692 11,164
GDP growth (% change per year) (6.1) (4.6) 0.3 5.8 4.0 
CPI (% change per year) 10.0 4.7 1.1 2.6 6.0 
Unemployment rate (%) ... ... ... ... ...
Fiscal balance (% of GDP) (3.7) (6.1) (1.4) (3.5) (3.2)
Export growth (% change per year) 12.4 (34.6) (13.3) (5.6) 4.4
Import growth (% change per year) 21.1 (28.6) 8.2 23.6 0.2 
Current account balance (% of GDP) (17.8) (1.5) 2.0 4.1 5.9 
External debt (% of GNI) 58.3 69.4 64.9 55.8 ...

( ) = negative, ... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.

Sources:  ADB. 2013. Asian Development Outlook 2013. Manila;  
ADB staff estimates.

Table 4.  Palau: Portfolio Performance Quality Indicators  
for Sovereign Lending and Grants, 2011–2012

Number of Ongoing Loans (as of 31 Dec 2012) 2
2011 ($ million) 2012 ($ million)

Contract Awards/Commitmentsa,b – –
Disbursementsa  9.9 –

Number of Ongoing Grants (as of 31 Dec 2012)c –
2011 ($ million) 2012 ($ million)

Contract Awards/Commitmentsa,b – –
Disbursementsa – –

Projects at Risk (%) –

– = nil.

Note: Totals may not add up because of rounding.
a Includes closed loans 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.



Palauan’s access to health care in Palau and overseas without 
significant increased burden on either household or government 
budgets. 

Cofinancing 
Cofinancing operations enable ADB’s financing partners, 
governments or their agencies, multilateral financing institutions, 
and commercial organizations, to participate in the financing 
of 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.

Procurement
From 1 January 1966 to 31 December 2012, contractors 
and suppliers were involved in 185,090 contracts for ADB 
loan projects worth $116.58 billion. During the same period, 
contractors and suppliers from Palau were involved in  
two contracts for ADB loan projects worth $9.87 million.

From 1 January 1966 to 31 December 2012, consultants 
were involved in 26,546 contracts for ADB technical assistance 
projects worth $3.1 billion. During the same period, consultants 
from Palau were involved in four contracts for ADB technical 
assistance projects worth $0.03 million.

Table 6.  Palau: Top Individual Consultants Involved in ADB Technical 
Assistance Projects, 1 January 2008–31 December 2012

Consultant
Number of Times 

Contracted
Contract Amount  

($ million)
Individual consultants 2 0.01

Table 5.  Palau: Share of Procurement Contracts

Item

2011 2012
Cumulative  

(as of 31 Dec 2012)
Amount  

($ million)
% of  
Total

Amount  
($ million)

% of  
Total

Amount  
($ million)

% of  
Total

Goods, Works, and 
 Related Services  9.87  0.14 – 0.00  9.87 0.01 
Consulting Services  0.00 0.00  0.01 0.00  0.03 0.00 

– = nil, 0.00 = less than $10,000.

Table 7.  ADB Assistance to Developing Member Countries, 
2011–2012a

2011 
($ million)

2012 
($ million)

Change 
(%)

Lending 12,605.46 11,717.58 (7.04)
ADF, Sovereign 1,954.85 2,315.85 18.47
OCR, Sovereign 9,050.61 8,294.89 (8.35)
OCR, Nonsovereign 1,600.00 1,106.84 (30.82)
 Public Sectorb 600.00 44.00 (92.67)
 Private Sectorc 1,000.00 1,062.84 6.28
Equity Investments 239.00 131.00 (45.19)
Guarantees 416.61 403.00 (3.27)
Grantsd 844.14 969.77 14.88
Technical Assistance Grants 357.39 297.78 (16.68)

( ) = negative, ADF = Asian Development Fund, OCR = ordinary capital resources.
a Excludes terminated loans, grants, equity investments, and technical assistance grants. 
b  Includes nonsovereign public sector loan processed by regional departments and ADB’s Private Sector 

Operations Department.
c Includes $35 million investment in debt securities. 
d Excludes grant cofinancing not administered by ADB.

http://adb.org/site/public-sector-financing/official-cofinancing
http://adb.org/site/business-opportunities/operational-procurement


About Palau and ADB
ADB Membership
Joined 2003

Shareholding and Voting Power
Number of shares held: 342 (0.003% of total shares)
Votes: 39,946 (0.30% of total membership,
 0.46% of total regional membership)
Overall capital subscription: $5.26 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.

ADB’s operations in Palau are managed through ADB’s Manila headquarters. ADB’s 
Pacific Department provides the primary operational link to the government, private sector, 
and civil society stakeholders in its activities. The Pacific Department engages in policy 
dialogue and acts as a knowledge base on development issues in Palau.

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

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 2012, lending volume was $11.72 billion (110 projects), 
with TA at $150.96 million (237 projects) and grant-financed projects at $696.94 million 
(27 projects). In addition, $8.3 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 2008 to 31 December 2012, ADB’s annual lending 
volume averaged $11.78 billion. In addition, investment grants and TA funded by ADB 
and special funds resources averaged $778.77 million and $172.56 million in TA over the 
same period. As of 31 December 2012, the cumulative totals excluding cofinancing were 
$191.47 billion in loans for 2,531 projects in 44 countries, $5.67 billion in 287 grants, 
and $3.44 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
www.adb.org/palau

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

In this publication, “$” refers to US dollars. Figures are estimated by ADB unless otherwise cited. 
Data are as of 31 December 2012 unless otherwise indicated. Fact sheets are updated annually in April. April 2013
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