
Palau entered into a Compact of Free Association with the United States covering a 15-year 
period from 1994–2009. Due to its close association with the United States, the Republic 
of Palau is the biggest aid recipient in the region. ADB works closely with the United States 
to coordinate assistance, including exchanging views with the US Department of Interior. It 
also coordinates its operations with other major development partners, including Japan and 
Taipei,China.

While Palau has the highest human development index (HDI) in the Pacific, it only ranks 
mid-range in the human poverty index (HPI). The main challenge to alleviating poverty in Palau is 
ensuring the benefits of growth from tourism and the construction industry flow through to the 
subsistence economy. Access to markets and improved health services will encourage those in 
the informal subsistence economy to engage in areas where growth is taking place, to improve 
their well-being, and to create opportunities for future generations.

To meet these challenges, the Government will need to reduce expenditure and increase 
revenue. Opportunities to do so exist in the privatization or rationalization of state-owned 
enterprises. This will require a legal and policy environment more conducive to the development 
of the private sector. Stimulating tax revenue will require improvements in the enabling 
environment for tourism and tourism support industries.

The National Master Development Plan of 1995 established long-term strategies for Palau’s 
development. These aimed at shifting substantial economic activity from the public sector to a 
private sector able to use resources more efficiently; strengthening and streamlining government 
institutions and activities; and identifying financing strategies, including taxation arrangements.

Relationship with ADB
After joining the Asian Development Bank (ADB) in 2003, Palau was reclassified as a Pacific 
developing member on 16 December 2005. Since 2003, Palau has received small-scale technical 
assistance (TA) in support of its national planning efforts and is participating in some regional 
technical assistance (RETA) supporting work of the National Statistics Office. Palau only recently 
became eligible for TA projects and no loans have been considered at this time.

ADB’s strategic focus for Palau was developed in cooperation with the Government. 
The Country Strategy, agreed in August 2006, focuses on strengthening economic and fiscal 
management, promoting policies for private sector development, and facilitating sound 
infrastructure development and management.
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Table 1. Palau:  
Development Indicators
Non-MDG 

Population in millions 0.02 (2007)

Annual population  0.7 (2005–2007) 
 growth rate (%)

Adult literacy rate (%) …

Percent of population  70.0 (2006) 
 in urban areas

MDG 

Percent of population  … 
 living on less than  
 $1 a day

Percent of population  59.2 (2005) 
 living below the  
 national poverty line

Under-5 mortality rate  11 (2006) 
 per 1,000 live births

Percent of population  85 (2004) 
 using an improved  
 drinking water source

… = data not available, MDG = Millennium 
Development Goal.
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Basic Statistics 2008. Manila. 
UNSD. 2008. Millennium Development 
 Indicators Database Online.
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used to update the Government’s main planning document, the 
‘National Master Development Plan’. Support has also recently been 
provided to undertake a Private Sector Assessment and compile 
a Pacific Island Economic Review. These documents will further 
support development planning in Palau.

The national statistics office in Palau is also being supported to 
deliver standard statistical publications to international standards. 
These are a Household and Income Expenditure Survey and poverty 
reports. These publications are critical to facilitate government’s 
economic management, infrastructure planning, and health service 
delivery planning.

Future Directions and  
Operational Challenges 
In order to ensure that ADB’s future directions are most likely to 
assist Palauans meet their development goals, ADB will prepare a 
new Country Partnership Strategy in 2008. The Strategy will take 
into consideration Palau’s development goals, ADB’s background 
analysis, and the work being done by other development partners. 
In 2008, ADB commenced preparatory work on a water supply 
project, which is expected to be approved in 2009. This supply will 
allow more land to be released for housing developments, thereby 
reducing the stress on the major urban center in Koror.

Partnership
ADB’s private sector assessment mission exchanged views with 
the coordinator of the United States, including the Department of 
Interior. Also, the missions are well coordinated with other major 
development partners, including Japan and Taipei,China.

It is ADB policy to cooperate with civil society organizations 
(CSOs) to strengthen the effectiveness, quality, and sustainability  
of ADB operations. ADB will seek opportunities to collaborate  
with CSOs in the country as ADB’s program of assistance for the 
Republic of Palau evolves.

Cofinancing and Procurement
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing of ADB 
projects. The additional funds are provided in the form of grants, 
official loans, or credit enhancement products.

Table 2. Palau: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 6,420 7,120 7,670 7,990 …
GDP growth  
 (% change per year)

0.6 6.0 5.3 5.4 5.7

CPI (% change per year) 0.9 5.0 3.9 4.5 3.8
Unemployment rate (%) … … 4.2 … …
Fiscal balance (% of GDP) -2.3 -6.8 -3.3 -1.3 -7.4
Export growth  
 (% change per year)

-58.7 -30.1 128.1 1.3 …

Import growth  
 (% change per year)

-8.8 21.6 -2.0 9.6 …

Current account (% of GDP) 7.8 9.4 10.4 -8.6 …
External debt (% of GNI) … … … … …

... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Asian Development Outlook 2008. Manila. 
World Bank. 2008. World Development Indicators Online.

The financial provisions of the current round of the Compact 
of Free Association (COFA) between Palau and the United States 
are set to expire in 2009, and ADB is now assisting the Government 
of Palau prepare its Medium-Term Development Plan, which will 
aid the Government in preparing for new COFA negotiations. ADB 
will also provide TA for public sector reform and private sector 
development. It will conduct an economic study, which will inform 
public sector planning. ADB recognizes that public investment 
needs to be prioritized to achieve Palau’s development goal, which 
implies that potential lending will need to be sharply focused.

The Pacific Strategy and mid-term review can be found at 
www.adb.org/Documents/CSPs/PAC/2008/CPS-PAC-2008.pdf.

Impact of Assistance
In February 2006, the National/State Leadership Symposium was 
convened to gather inputs from national and government entities 
for a consolidated development strategy. Based on the symposium, 
a Compact Review Commission was established and will conduct 
economic studies to evaluate the first COFA. To support this, ADB 
provided a range of small TA activities.

In 2007, Palau received support to host an ‘Economic 
Symposium’. The Symposium was held to hear from domestic 
and international stakeholders about the future prospects and 
challenges for Palau. The findings of this Symposium are being 



About Palau and ADB
Palau is the 39th largest shareholder among regional members and the  
47th largest shareholder overall.

ADB Membership
Joined 2003
Shares held 114 (0.003%)
Votes 13,346 (0.30%)

Phil Bowen is the Executive Director and Dereck Rooken-Smith is  
the Alternate Executive 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.

Eugenue Zhukov is the Director of Pacific Operations Division (PAHQ).

The Palau government agency handling ADB affairs is 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). Over the last 
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion,  
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

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

Ministry of Finance
P.O. Box 6011, Koror
PW 96940, Palau
Tel +680 488 2561
Fax +680 488 2168/488 1610

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/palau

Asian Development Outlook
www.adb.org/Documents/Books/
ADO/2008/SMALL-PAC.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2007/

In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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