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FOREWORD
The Koror–Babeldaob Resilient Urban Development Strategy and Action Plan (KBRUDSAP) 2020–
2030 comes at a time when Palau is addressing the challenging impacts of the coronavirus disease
(COVID-19) pandemic. The KBRUDSAP provides us with a timely framework on how we can achieve
sustainable economic recovery over the next 10 years. It seeks to address key development issues
such as limited economic opportunities on Babeldaob Island and the urban congestion in Koror
State. By focusing on the promotion of sustainable growth on Babeldaob Island and pursuing
smarter growth for Koror State, the KBRUDSAP aims to achieve a resilient and widespread
improvement in the general standards of living and, at the same time, preserve our cultural and
environmental values.
The KBRUDSAP was prepared, cognizant of Palau’s role within the Pacific region, and within the
context of our country’s prevailing national- and state-level plans and policies. The KBRUDSAP lays
the foundation for the updating of our National Master Development Plan. Its planning horizon of
up to 2030 was designed to coincide with the envisaged timescale of our to-be-updated National
Master Development Plan.
The KBRUDSAP was prepared through a participatory approach, and its vision and goals are truly
reflective of stakeholders aspirations. I would thus like to express my appreciation to the members
of the Steering Committee and Stakeholders Working Group along with representatives from
various national government ministries, state governments, and various stakeholder groups, all of
whom provided direction and guidance in the development of KBRUDSAP. I also acknowledge the
support given by the Asian Development Bank, as well as the cooperation extended by our other
development partners during the preparation of KBRUDSAP.

Hon. Minister Kaleb Udui Jr.
Ministry of Finance
April 2021
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EXECUTIVE SUMMARY
Background and Rationale
The Koror–Babeldaob Resilient Urban Development Strategy and Action Plan (KBRUDSAP) covers
Koror State and the 10 states on Babeldaob Island: Ngarchelong, Ngaraard, Ngiwal, Ngardmau,
Ngaremlengui, Melekeok, Ngatpang, Ngchesar, Aimeliik, and Airai. Koror and Babeldaob Island are
connected by the Japan–Palau Friendship Bridge and a causeway link. The focus of the KBRUDSAP
is on the strategic development options for Babeldaob Island and its relationship with Koror as the
driver for economic development.
Planning Framework
The planning horizon is up to 2030 which is timed with the envisaged timescale of the to-beupdated National Master Development Plan 1996–2020. Implementation shall be in three phases,
namely short-term (2020–2023), which is in preparation for the review of phase 1 of the Compact
of Free Association between the United States and Palau; medium-term (2024–2026); and longterm (2027–2030), which is the target date of other key national plans and policies.
The KBRUDSAP is anchored on an overarching development vision and a set of strategic goals for
Koror-Babeldaob. An outline investment framework indicates the proposed actions up to 2030. It is
backed by a rolling capital investment program covering the first phase of implementation.
Development Context
The strategy area covers about 386 square kilometers which account for about 93% of the country’s
total land area. It had a population of about 16,938 during the last census in 2015 which was about
96% of the country’s total. Nearly 47% of the population are females, while those belonging to the
dependent groups (age 0–14, and 65 and above) comprise nearly 28% of the total. The population
is concentrated in Koror State (11,754). Neighboring Airai (2,455) is the next most populated state
while the remaining states on Babeldaob Island have populations of between 185 and 413.
Population densities in Koror are more compact compared to those on Babeldaob Island.
The average annual population growth rate has been estimated at 0.03%, which reflects population
stagnation. This is the result of a combination of low birth rates and out-migration. Population
projections indicate little or no growth up to 2030.
The economy is dominated by tourism, which is a major contributor to the national economy. In
2005, the sector contributed US$84 million (67.6% of the country’s total exports), which reached
US$139.9 million (85.5% of total exports) in 2015. The latest figures in 2018 show the value of
tourism exports to be about US$107.3 million (81% of total exports).
The coronavirus disease (COVID-19) that was declared by the World Health Organization as a
pandemic on 11 March 2020 has negatively affected the country’s economy. While Palau has
remained free of COVID-19, international travel restrictions significantly reduced tourist arrivals
which is expected to negatively impact the country’s economy.
Strategic Issues
The central issue on Babeldaob Island is the limited economic opportunities caused by factors such
as low population levels, untapped tourism potentials, vulnerability to climate change and disaster
risks, and limited development planning and management. In Koror State, urban congestion is
considered as the major issue that may have been brought about by the increasing demand for
housing, limited area suitable for developments, inadequate basic infrastructure, and lack of a
sustainable tourism plan.
viii
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Koror–Babeldaob Resilient Urban Development Strategy
Vision 2030
The KBRUDSAP’s Vision 2030 is “To have a resilient and widespread improvement in general
standards of living while preserving cultural and environmental values for the people of Palau.” 2
This is aligned with the vision set in Palau’s Medium-Term Development Strategy 2009–2014.
The sub-vision is to “Catalyze sustainable growth in Babeldaob through livable settlements and
diversified economic activities while pursuing smarter growth in Koror”. 3
State-Focused Goals and Outcomes
The state-focused goals and intended outcomes for KBRUDSAP include: 4
Goal 1: Resilient housing and livable neighborhoods.
• Outcome 1: Babeldaob states are provided with appropriate regional level infrastructure.
• Outcome 2: New or expanded subdivisions in all 10 states of Babeldaob.
• Outcome 3: Residents of states easily access social services and have increased options in
business enterprises.
Goal 2: Palau’s tourism industry benefits Palauan people.
• Outcome 1: Tourism revenue generated by Babeldaob states is increased by 25%.
• Outcome 2: Tourism at the state level is increased through strengthened institutional
capacity.
Goal 3: Effective urban planning and management of public assets, including built, natural, and
cultural resources.
• Outcome 1: Governance policies and procedures facilitate continual implementation of
state master plans over a long-term cycle.
• Outcome 2: State urban decision making and implementation is supported by the Bureau
of Budget and Planning to strengthen regional and state urban planning and regulatory
systems.
• Outcome 3: Increase the number of states carrying out integrated planning.
• Outcome 4: National and state infrastructure are adequately funded and maintained.
• Outcome 5: States plan and recruit for livable neighborhoods that facilitate a sense of
community.
The above are supported by corresponding sets of activities and sub-activities that are intended to
guide the states, and the national government, on the concrete actions that need to be taken to
implement KBRUDSAP.
A proposed development scenario is included in the strategy, which provides a visual illustration of
how the area will look like after KBRUDSAP’s implementation. This scenario is flexible and could
change as implementation proceeds and as actions are adapted to future conditions.
Outline Investment Framework 2020–-2030 and Capital Investment Program and Action Plan 2020–
2023
Based on the state-focused goals and outcomes, the Outline Investment Framework 2020–2030
comprises of about 83 actions with an estimated cost of US$67.36 million. In turn, the rolling Capital
Investment Program 2020–2023 has an estimated cost of US$35.72 million comprising 80 actions.
Approved by the Steering Committee on 12 November 2019.
Approved by the Steering Committee on 11 March 2020.
4
Endorsed by the Steering Committee on 22 July 2020 for further discussion with the Governors’ Association and
Organization of State Speakers.
2
3
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Aside from the housing investments that may be covered by the Palau’s US$15 million loan from
the Mega International Commercial Bank (Mega Bank), the source of funds for the rest of the
identified actions remain to be identified. However, it is expected that these may be taken up by
Palau and supported by development partners through concessional loans or grants.
Table 1: Summary of Outline Investment Framework 2020–2030 and Capital Investment
Program and Action Plan 2020–2023
Outline Investment
Framework
(2020–2030)

Goal/Outcome

Goal 1: Resilient housing and livable neighborhoods.
Outcome 1: Babeldaob states are provided with
appropriate regional and state level infrastructure.
Outcome 2: New or expanded subdivisions in all
10 states of Babeldaob.
Outcome 3: Residents of states easily access social
services and have increased options in business
enterprises.
Goal 2: Palau's tourism industry benefits Palauan
people.
Outcome 1: Tourism revenue generated by
Babeldaob states is increased by 25%.
Outcome 2: Tourism at the state level is increased
through strengthened institutional capacity.
Goal 3: Effective urban planning and management of
public assets including built, natural, and cultural
resources.

Outcome 1: Governance policies and procedures
facilitate continual implementation of state master
plan over a long-term cycle.
Outcome 2: State urban decision making and
implementation is supported by the Bureau of
Budget and Planning to strengthen regional and
state urban planning and regulatory systems.

Outcome 3: Increase the number of states carrying
out integrated planning.
Outcome 4: National and state infrastructure are
adequately funded and maintained.
Outcome 5: States plan and recruit for livable
neighborhoods that facilitate a sense of
community.

Total, All Goals

Source: Technical assistance consultant.

Capital Investment
Program (2020–2023)
Amount
No. of
(US$
Actions
million)
18.76
23

Amount
(US$ million)

No. of
Actions

33.94

23

4.13

3

3.42

3

28.16

15

13.99

15

1.65

5

1.35

5

21.29

18

7.70

18

20.95

11

7.36

11

0.34

7

0.34

7

12.13

42

9.26

39

0.07

4

0.07

4

3.50

21

2.82

20

4.71

8

4.72

8

1.60

5

1.60

5

2.25

4

0.05

2

67.36

83

35.72

80

Proposed Implementation Arrangements
The Bureau of Budget and Planning, within the Ministry of Finance (MOF), will lead the
implementation of the KBRUDSAP. An advisory committee with representatives from state
governments will guide and support implementation.
A results framework with high level indicators of the KBRUDSAP’s intended outcomes and outputs
has been developed. These may serve as a guide in the future development of the database of
planning-related information. The Bureau of Budget and Planning may further conduct regular
monitoring and evaluation of the KBRUDSAP’s implementation particularly with regard to the
x
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Capital Investment Program and Action Plan. The revision of the actions may be done annually,
while the full review of the Capital Investment Program and Action Plan may be done at the end of
each phase.
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I.

INTRODUCTION

A.

Background and Rationale

The Koror–Babeldaob Resilient Urban Development Strategy and Action Plan (KBRUDSAP) has been
prepared from January 2019 to September 2020 through a technical assistance (TA) 5 of the Asian
Development Bank (ADB) to the Government of Palau. ADB is the executing agency for the TA,
which is being implemented by its Pacific Department and its counterpart, the Palau’s Ministry of
Finance (MOF).
The TA covers Koror State and the 10 states on Babeldaob Island which are connected to the former
by the Japan–Palau Friendship Bridge and a causeway link. The objective of the TA is to prepare a
resilient Urban Development Strategy and Action Plan for Koror–Babeldaob Island, covering 11 of
Palau’s states. It will focus on the strategic development options for Babeldaob Island while looking
at Koror as a driver for economic development.

B.

Planning Approach

The preparation of KBRUDSAP followed a process approach, under which periodic consultations
were held with key government and private sector stakeholders. A strategic planning process was
utilized, which relies on the incremental definition of challenges and opportunities based on a
detailed review and understanding of existing issues, resources, and constraints.
A participatory approach was also applied where strategy formulation was driven by key
stakeholders. Thus, careful consideration was given to the formation of a KBRUDSAP Study Group
comprising a high-level Steering Committee, Stakeholders’ Working Group (SWG), and
Stakeholders’ Forum that was established through Presidential Directive No. 19-38. 6
Figure 1: Structure of the Study Group
ADB

Government
Steering Committee

ADB TA Consultant

MOF, MPIIC, MNRET, MCCA, EQPB, PPUC,
BTA, Governors’ Association, Speakers’
Association, Senate, House, PCS, and GEF-6.

Stakeholders’ Working Group
12 core members that may be expanded
based on the topic of discussion.

Policy and direction

Issues identification,
strategy formulation,
investment programming,
and action planning

Stakeholders’ Forum
All members of Steering Committee and
Stakeholders’ Working Group, state
governments, related national ministries,
commercial and industrial entities, CSOs,
civic and neighborhood groups, major land
owners, and development partners.

Consultation and
validation

Source: Technical assistance consultant.

The Steering Committee provided overall policy and guidance in the preparation of the KBRUDSAP,
and was chaired by the minister of the MOF. The Bureau of Budget and Planning (BBP) at the MOF
acted as the Steering Committee’s secretariat. In turn, the SWG drove the strategy development
5
ADB. 2016. Technical Assistance for Strengthening Urban Infrastructure Investment Planning in the Pacific. Manila (TA
9181-REG).
6
The TA supported the preparation of the terms of reference of the study group. This served as Palau’s reference to
Presidential Directive No. 19-38 “Directing the Creation of a Study Group on an Urban Development Strategy and Action
Plan for Koror and Babeldaob Island” that was signed by the President on 7 November 2019.
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process with support provided by ADB’s TA consultants. The SWG was composed of about 12 core
members from different line ministries, including representatives from the Governors’ Association
and Organization of State Speakers. 7
The Stakeholders’ Forum was to provide a venue for sharing implementation progress with a wider
range of stakeholders. Unfortunately, because of the COVID-19 global pandemic, Stakeholders’
Forum could not be convened. Instead, alternative modes of consultations such as online meetings
were held between the Steering Committee, SWG, ADB, and international members of the TA
consultant team. Further, the SWG made presentations to the Steering Committee where
representatives from ADB and TA consultant participated online as observers.
A list of offices and groups that were consulted is in Volume 2: Appendixes.

C.

Structure of the Report

This report is structured as:
•
•

Volume 1: Main Report (this volume)
Volume 2: Appendixes

As agreed during the first meeting of the Steering Committee, additional members, such as representatives from the
Ministry of Health, Complete Streets, and Bureau of Land and Survey were invited based on the topic of discussion.
7
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II.

POLICY AND PLANNING CONTEXT

A.

Palau in the Pacific Region

The KBRUDSAP supports the vision and objectives provided in the Framework for Pacific
Regionalism. Endorsed by the Pacific Forum Leaders in July 2014, the framework envisions a “region
of peace, harmony, security, social inclusions, and prosperity”. The KBRUDSAP is consistent with the
framework’s principal objectives of “sustainable development, inclusive and equitable economic
growth, strengthened governance, and security”. 8
The KBRUDSAP was also prepared within the context of the Compact of Free Association (Compact)
in which the Government of the United States (US) and the Government of Palau signed an
agreement in 2010 for the former’s financial assistance up to 2024. The Compact affirms “the
interest of the US in promoting the economic advancement and self-sufficiency of the people of
Palau”. It has provided an avenue through which Palau is receiving grant assistance from the US in
aspects of energy production, communications hardware, surveillance and enforcement of its
maritime zone, health and medical programs, and post-secondary education. 9 The second round of
consultations between the Government of the US and the Government of Palau on the new terms
of Compact was recently concluded. 10

B.

National and State-Level Plans and Policies

The preparation of the KBRUDSAP was guided
by national level policies and plans. Key among
these is Palau 2020: National Master
Development Plan (NMDP) 2020 which was
adopted in 1996 by the Olbiil Era Kelulau (OEK
or the Palau National Congress) as the country’s
long-term planning document. The NMDP
covered all the sectors, institutions, and policies
in the country that were relevant at that time
and sets out the way forward for economic and
social development.
Another
important
crosscutting
policy
framework for KBRUDSAP is the 1994 Economic
Development Plan (EDP) whose broad
objectives are aligned with the NMDP 2020. The
EDP was prepared pursuant to Section 231 of
the Compact and was reviewed by the Japan
International Cooperation Agency (JICA)
through the EDP Study 2000 within a
framework of “key social, environmental and
cultural values”. 11

The Palau’s Medium-term Development
Strategy (MTDS) 2009–2014 and the
Management Action Plan was adopted in 2013.

Box 1: Vision and goals of Palau:
National Master Development Plan
Palau 2020: The National Master Development
Plan sets out a vision “to substantially enhance
the quality of life of Palauans and future
generations of Palauans.” Its key development
goals are:
• increase real economic growth per capita on
a sustained basis;
• share the benefits of economic growth on an
equitable basis; and
• enrich and enhance confidence in the
Palauan
culture,
raise
national
consciousness, and protect the natural
environment of Palau.
Source: Palau 2020-National Master Development Plan
(Issues, Options and Strategies for Palau’s Development).
The Foundation for Development (Final Report, April
1996). Prepared by SAGRIC International Pty. Ltd. for the
Palau through a project jointly funded by the United
Nations Development Programme and the United
States Department of Interior.

8
Pacific Islands Forum Secretariat. 2014. Framework for Pacific Regionalism. Suva. https://www.forumsec.org/wpcontent/uploads/2017/09/Framework-for-Pacific-Regionalism.pdf.
9
Republic
of
Palau,
Compact
of
Free
Association.
https://pw.usembassy.gov/wpcontent/uploads/sites/282/2017/05/rop_cofa.pdf.
10
https://www.pacificislandtimes.com/single-post/2020/07/15/US-holds-second-round-of-Compact-talks-with-FSMPalau.
11
Pacific Consultants International (Final Report). 2000. The Study for Promotion of Economic Development in the
Republic of Palau. October.
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These are also important policy frameworks. 12 The Management Action Plan’s goal is to promote
"a sustained and widespread improvement in general standards of living while preserving cultural
and environmental values for the people of Palau".
In addition to the above, the KBRUDSAP was also guided by related key sector policies and plans
which are summarized in Table 2:
Table 2: Key Laws, Policies, and Plans Related to KBRUDSAP
Sector Policy/Plan
Trust Territory Land
Planning Act (Land
Planning Commissions),
Title 31 of the Palau
National Code (PNC).a
Public Lands Act, Title 35 of
the PNC.
Environmental Quality
Protection Act, Title 24 of
the PNC.

Historical and Cultural
Preservation Act, Title 19 of
the PNC.
Sustainable Land
Management Policy, 2012

Medium-Term
Development Strategy
(MTDS) 2009–2014
Infrastructure Action Plan
MTDS 2009–2014 Tourism
Action Plan
Palau Responsible Tourism
Policy Framework (2017–
2021): Ensuring a Pristine
Paradise. Palau for
Everyone’
National Disaster and Risk
Management Framework
(NDRMF), 2010
Palau Climate Change
Policy for Climate and

Key Features
Provides for the establishment of state planning commissions and requires
them to prepare respective master plans, subsidiary plans, development
programs, land use control laws, capital investment programs for approval of
state legislatures.
Established the Palau Public Lands Authority in order to register, administer,
and manage public land; also provided for the establishment of State Public
Lands Authorities to receive public lands from t h e Palau Public Lands
Authority, and for which the latter may delegate powers and duties to.
Sets out environmental controls and covers water quality protection, waste
discharge, waste disposal, air pollution, and the protection of flora and fauna,
and allows for penalties and fines to be levied for infringements, which are
collected by the Environmental Quality Protection Board. Also provides for
the establishment of the country’s protected areas network established by
states, traditional leaders, or national government.
Provides for the regulatory for the protection of historical sites and historical
and cultural properties.
Provides a foundation for integrated land use and management through
improved institutional arrangements, increased capacity for land use
planning and sustainable land management and strengthened enforcement
capacities. It serves as basis for the Sustainable Land Management Project
which is managed by Palau Automated Land and Resource Information
Service as a means of providing an overall database for implementing a
planning and environmental regulation, and to protect against uncontrolled
development.
Defines the priority action for infrastructure which is “to make critical
investments in sanitation, water and power and prioritize maintenance”. Also
relevant to this priority action is the MTDS Goal for Reform of Government
and Public Enterprises “to lower the cost and improve the performance of
government, government business services and public enterprises”.
Outlines key actions and proposals which include coordination of tourism
organizations, partnerships for environmental management of key
attractions, position Palau as a high-quality destination, and prepare a
tourism development plan for Babeldaob.
Promotes the pursuit of niche markets to achieve value over volume growth.
These markets include nature-based, cultural heritage, culinary, agritourism,
sports, weddings and honeymoons, and adventure tourism.
Aims to (i) strengthen institutional arrangements for disaster risk
management (DRM); (ii) promote integrated planning, and collaboration for
DRM throughout government; and (iii) integrate climate change adaptation
and disaster management into national and sectoral planning and strategy.
Reiterates and expands on the NDRMF objectives, and sets out a 5-year
action plan across four strategic priorities: climate change adaptation; DRM;

12
Documents available: https://www.adb.org/sites/default/files/linked-documents/cobp-pal-2016-2018-oth-01.pdf; and
https://images.template.net/wp-content/uploads/2015/09/14213133/Strategic-Management-Action-Plan-PDFDownlaod.pdf.
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Sector Policy/Plan
Disaster-Resilient Low
Emissions Development,
2015
National Housing Policy
(2019) (draft)

House Bill No. 10-78-5
(Planning Bill)

Key Features
mitigation and low-emission development; and institutional strengthening
for effective policy implementation.
Aims to undertake the following actions: (i) develop an urban and suburban
plan with infrastructure, (ii) develop subdivisions on Babeldaob Island, (iii)
establish minimum standards for housing construction options, (iv) develop
a schedule of acceptable septic systems, (v) administer the National Housing
Development Loan Program, and (vi) develop a domestic construction
industry.
Seeks to strengthen the link between planning and budgeting, and improve
planning capacities through the establishment of a Palau regional planning
commission, state planning commission, and state planning offices.

a
The index of the Palau National Code, which provides links to its various titles, is in http://www.
paclii.org/pw/indices/legis/palau-national-code-index.html.
Source: Technical assistance consultant.

The KBRUDSAP also took into consideration the state master plans. To date, seven state master
plans have been prepared; namely, for Koror (1976); Ngatpang (1986); Ngiwal (1994); Ngaraard
(2005); Airai (2010); Melekeok (2012, which includes a land use plan); and Ngardmau (2013). These
typically cover the following: land use zoning; opportunities and constraints for development; land
degradation; historical and conservation areas; tourism and dive areas; soil and vegetation
conditions; infrastructure; population (existing and projected growth); topography, coastal areas,
and habitats (flora and fauna); and water resources.

C.

Alignment with Strategies and Priorities of Development Partners

The KBRUDSAP was prepared within the context of the support given to Palau by ADB and other
development partners, such as the Government of Australia; the Government of India; the Global
Environment Facility; the Japan International Cooperation Agency (JICA); the Government of
Taipei,China; the United Nations; the Government of the US, and the World Bank. Their support
covers a broad range of sectors ranging from information and communication technology, health,
water, energy, environment, climate change and disaster resilience, housing, education and training,
and economic and financial assistance.
A mapping of development partners and their sector involvement are in Volume 2: Appendixes.
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III.

DEVELOPMENT CONTEXT

A.

Strategy Area and Its Economy

The KBRUDSAP area includes the 10 states on Babeldaob Island; namely, Ngarchelong, Ngaraard,
Ngiwal, Ngardmau, Ngaremlengui, Melekeok, Ngatpang, Ngchesar, Aimeliik, and Airai; and the
State of Koror. The strategy focuses on the inhabited land areas of these states, to include the
coastlines up to the high-water mark. 13 The land area for these 11 states covers about 386 square
kilometers, which is about 93% of the country’s total.
Figure 2: Koror–Babeldaob Island Area

As agreed during the second Roundtable Discussion Group on 5 September 2019, and validated by the Steering
Committee meeting on 11 October 2019.
13

Page | 6

Koror–Babeldaob Resilient Urban Development Strategy and Action Plan
Volume 1: Main Report

Babeldaob Island is the largest island in Micronesia, and is characterized by an unspoiled landscape
of rolling forested hills and coastal mangrove areas. The highest point of Babeldaob (and the whole
of the strategy area) is in the northwestern state of Ngardmau, which rises to about 213 meters.
There are some inland lakes, notably Ngardok Lake in Melekeok State which is the largest of its kind
in Micronesia. There are some narrow sandy beaches fringed by palm trees, especially along the
eastern coast. Lagoons and bays are found with Ngeremeduu Bay in the west, along the southern
edge of Airai State, and also in eastern Ngiwal State.
Koror State is connected to the southern State of Airai on Babeldaob Island by the Japan–Palau
Friendship Bridge, together with a causeway. Koror Island, which is the main island of Koror State,
extends westwards from Airai State, and is also connected by bridges and causeways to two of its
adjoining islands to the west (Ngarkebesang and Malakal). South of Malakal Island are the extensive
Rock Islands, with more than 400 islands, which are the primary tourism destination in the country
with Jelly Fish Lake being the main visitor attraction.
A protected areas network (PAN) has been established and efforts are being made to preserve the
unique environment in the strategy area. PAN is an initiative of state governments in Palau, whereby
traditional leaders can independently designate protected areas within their boundaries that have
environmental or ecological significance. There are 26 PAN sites in the strategy area comprising of
nearshore marine and terrestrial PANs. The nearshore marine PAN sites cover about 1,164 square
kilometers accounting for 41% of the country’s total. Terrestrial PAN sites extend to about 410
kilometers or 10% of the country’s total.

B.

Climate Change and Disaster Resilience

1.
Climate Change Projections
Climate change projections suggest that temperatures will rise, short-term rainfall will increase in
intensity, drought periods will increase, oceans will become more acidic, and sea temperatures will
rise. The location of Palau in the Pacific Ocean makes it vulnerable to extreme weather events. These
are occurring now and will become more prevalent in the future. Palau suffered from Typhoon
Bopha in 2012, followed almost immediately by Typhoon Haiyan in 2013. El Niño events in 1998
and 2016 caused severe droughts leading to declarations of a state of emergency.
2.
Vulnerability to Climate Change Impacts
The strategy area is vulnerable to climate change impacts such as stronger typhoons with associated
storm surge, increased intensity of short-term rainfall, prolonged drought periods, and increased
temperatures and acidity of the sea and ocean.
The majority of the states along the east coast of Babeldaob Island are exposed to storm surge. On
the other hand, the states on the western coastline are protected by a barrier reef, a lagoon, and
mangrove forests so there are lesser impacts from storm surge damage, but it still occurs. 14 Most
of the eastern states have the majority of human settlements located on the low coastline. The
majority of west coast communities have settlements on higher ground.
Although Palau is considered to be in a tsunami low-risk area, it is still recognized as a concern.
Areas with elevations below 2.5 meters above sea level (masl) are deemed to be vulnerable to
tsunami based on a projected 1 in 100-year return period event. 15 There are tsunami warning signs
on the main roads showing the escape route to higher ground. There are also road signs showing
where the safe areas are located and informing residents that they have reached a secure location.
Most, if not all, of the states are vulnerable to storm surge from increased storm events. Areas with
elevations below 1 masl are deemed to be at high risk to sea level rise, while those within 1.0 masl–
A study was completed in 2012 which recognized the vulnerability of Melekeok State, supported by ADB.
PALARIS/University of Tokyo. 2020. Climate Risk and Future Planning Workshop; David Ramarui Mason, University of
Tokyo; Akiko Iida, University of Tokyo; Erbai Matsutaro, Office of Climate Change, MEF, Palau, January.
14
15
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2.5 masl are with moderate risk (footnote 15). Melekeok State has developed a plan to relocate its
coastal community, which is at risk of floods, to higher ground.
Areas that are considered to have a risk of sea level rise are those with elevations less than 2.0 masl,
based on projections up to 2090 with a Representative Concentration Pathway (RCP) 8.5 scenario. 16
The Koror–Babeldaob area is prone to drought and this can be exacerbated by El Niño events, which
tend to occur on a 7-year cycle but are unpredictable. The year 2016 was an El Niño year in Palau,
causing a drought that left much of the country dry and on water rations. Melekeok state has Lake
Ngardok and recognizes its ability to provide potable water, but the connected lakes are rainfed
and might reduce in size in the near future, diminishing its “buffering” effect in times of drought.
Some 71% of households in Melekeok experienced damages to house or property because of
typhoons in the past 20 years, and 80% have reported negative effects from drought. 17
At least 88% of the land area on Babeldaob Island is at a slope of 12% or greater with medium to
high risk of slope failure following intense rainfall. Typhoons in 2012 and 2013 were responsible for
uprooting of trees and vegetation, causing landslides, and washing away topsoil. Even less-intense
events cause regular slope failures. The increased intensity and duration of rainfall attributed to
climate change is a major contributing factor. Palau’s high rainfall and highly erodible soil also make
infrastructure design and construction a challenge.
3.
Climate Change Policy Disaster Risk Management Framework
Palau adopted the Palau Climate Change Policy for Climate and Disaster Resilient Low Emissions
Development in 2015 as part of its efforts to protect the country from the expected impacts of
climate change. 18 The policy lays out a vision for climate- and disaster-resilient low-emission
development. It sets out a 5-year action plan covering costed interventions totaling US$500 million
across four strategic priorities; namely, (i) climate change adaptation, (ii) disaster risk management,
(iii) mitigation measures and pursuing low-emission development, and (iv) institutional
strengthening for effective policy implementation.
The National Disaster and Risk Management Framework 2010 was amended in 2016 and aims to (i)
strengthen institutional arrangements for disaster risk management (DRM); (ii) promote integrated
planning, and collaboration for DRM throughout government; and (iii) integrate climate change
adaptation and DRM into national and sectoral planning.

C.

Economic Development

Koror State hosts the country’s main urban area and may be considered to be the center of Palau’s
economic activities. It is the location of Palau’s main seaport, most government offices, and where
majority of hotels, resorts, restaurants, retail, and service establishments may be found. Economic
activities are seen to be expanding towards Airai State as shown by the construction of the largest
supermarket in the country in Ngetkib Hamlet near the border of Koror State. In the rest of
Babeldaob’s states, commercial activities comprise mainly small retail stores, entertainment outlets,
service industries, petrol stations, and roadside stands. Agricultural activities on Babeldaob Island
are primarily of the subsistence type.
The country’s economy is dominated by tourism which contributes about 50% to gross domestic
product (GDP). On the overall, the services sector which includes tourism, accounts for about 88%
of GDP, while industry (mainly construction) and agriculture (including fisheries) contribute only 9%

16
Pacific–Australia Climate Change Science and Adaptation Planning Program (Commonwealth Scientific and Industrial
Research Organization)/ADB. 2020.
17
Palau Public Utilities Corporation-SPC-GCCA PSIS Adaptation Project Workshop: Addressing Water Sector Climate
Change.
18
Government of Palau. 2015. Palau Climate Change Policy for Climate and Disaster Resilient Low Emissions Development
2015. Koror.
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and 3%, respectively. The county’s total GDP was estimated at about US$295 million in 2018 which
translates to a GDP per capita of US$15,982. 19
The country’s GDP grew significantly by 4.6% in fiscal year (FY) 2014 and by 9.3% in FY2015 because
of increased visitor arrivals. However, economic growth slowed down to 0.3% in 2016, and
contracted by 4.7% in 2017 when the number of visitor arrivals showed a continuous decline. 20 The
decline was because of several factors, such as a drought that affected water supply in hotels and
resorts and which caused the temporary closure of Jellyfish lake (the country’s premiere tourist
attraction); discouragement of group tours from the People’s Republic of China and suspension of
charter flights from Hong Kong, China; and termination of regular flights from Tokyo in 2018. 21
The country’s economy has also been negatively affected by the coronavirus disease (COVID-19)
that was declared by the World Health Organization as a pandemic on 11 March 2020. 22 While
Palau has remained free of COVID-19, 23 global travel restrictions significantly reduced visitor
arrivals. The country’s economy has been projected to contract by about 9.5% in FY2020 because
of an estimated 49.9% decline in visitor arrivals. While tourism is expected to recover in FY2021,
Palau expects that visitor arrivals will remain to be at very low levels until a COVID-19 vaccine
becomes available. Thus, the economy is expected to further contract by 12.8% in FY2021 (footnote
21).

D.

Population Growth and Urban Development

The strategy area had a population of about 16,939 based on the population census of 2015
accounting for about 96% of the country’s total population. 24 The most populous of the states are
Koror (11,754) and Airai (2,455), with the remaining states on Babeldaob Islands having populations
of between 185 and 413. The population density in Koror State is more compact compared to the
states on Babeldaob Island. Nearly 47% of the strategy area’s population are females, while those
belonging to the dependent groups (age 0–14, and 65 and above) comprise nearly 28% of the total.
Table 3: Population, Land Area, Densities, and Population Change
State
Aimeliik
Airai
Melekeok
Ngaraard
Ngarchelong
Ngardmau
Ngaremlengui
Ngatpang
Ngchesar
Ngiwal
Koror
Total

Area (km2)
37
49
25
29
8
30
61
35
38
16
58
386

Population
(2015)
334
2,455
277
413
316
185
350
282
291
282
11,754
16,939

Population
Density
(per km2)
9.0
50.1
11.1
14.2
39.5
6.2
5.7
8.1
7.7
17.6
202.7
43.9

Population
Change
(2012/2015)
18.9
-3.2
-7.4
-8.8
12.5
-5.1
13.3
9.7
1.4
24.8
0.8

km2 = square kilometer.
Source: Bureau of Budget and Planning, Ministry of Finance. 2018 Statistical Yearbook.

19

20

21
22
23
24

ADB. 2019. Pacific Finance Sector Briefs (Palau). Manila (October).
https://www.adb.org/sites/default/files/publication/530251/pacific-finance-sector-palau.pdf.
Graduate School USA. 2018. Economic Review Palau Fiscal Year 2017. August.
https://pitiviti.org/news/wp-content/uploads/downloads/2019/04/Palau-Full-Review-Digital-TOC-17.apr_.pdf.
ADB. 2020. Pacific Economic Monitor. Manila (July).
https://www.adb.org/sites/default/files/publication/622976/pem-july-2020.pdf.
https://www.who.int/news-room/detail/27-04-2020-who-timeline---covid-19.
http://www.palauhealth.org/2019nCoV_SitRep/MOH-COVID-19%20Daily%20Update.pdf.
Bureau of Budget and Planning, Ministry of Finance. 2018 Statistical Yearbook.
https://www. palaugov.pw/wp-content/uploads/2019/07/2018-Statistical-Yearbook.pdf.
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The average annual population growth rate has been estimated at 0.03%, which reflects population
stagnation. This is the result of a combination of low birth rates and out-migration. Population
projections indicate little or no growth up to 2030. The Secretariat of the Pacific Community
estimated that, if current trends continue and based on data from the 2015 Palau Census, there will
be little or no national population growth by 2030, with 17,922 in 2020; 18,012 in 2025; and 17,994
in 2030. 25 Thus, for Koror–Babeldaob, by 2030, the population is anticipated to stay the same at
about 17,500, or roughly 600 more people than were resident there in 2015. 26
Urban development is concentrated in Koror and in the southern part of Airai state. The road from
the Japan–Palau Friendship Bridge runs westwards through Koror Island as a central spine route in
the form of Main Street which is the main road in Koror State. Downtown Koror is located along the
west central part of Main Street and includes a number of medium-sized hotels, shopping centers,
main post office, shops and restaurants, and government offices. Local access roads come off Main
Street towards the northern and southern coastlines of Koror Island and serve a number of hamlets
in Koror town which are primarily low-density residential.
The most developed part of Babeldaob Island is in the southern part of Airai State extending from
the Japan–Palau Friendship Bridge eastwards, and south of the international airport. The Airai urban
area is characterized by low density and relatively large houses, and is often mixed with some
scattered shops and occasional industrial and warehousing premises. The Palau National Capitol is
a remarkable and distinctive government building of neoclassical design based on the US Capitol
building and may be found in Ngerulmud, Melekeok State. Elsewhere on Babeldaob Island,
settlements are few and small. Villages are mostly found along the eastern coastline, while
settlements in the west tend to be sited on higher ground.

E.

Housing and Infrastructure Development

1.

Housing

National Housing Commission
A National Housing Commission (NHC) was set up in June 2019 under the lead of the Ministry of
Community and Cultural Affairs to deal with the national housing crisis. This occurred when some
200 households were displaced after government land in Koror State was returned to clan owners
after their claims were accepted by Palau. The government expects more households will be
affected by customary land claims in the future and new housing units will be needed to
accommodate households that have been relocated. Palau has obtained a US$15 million loan from
the Mega International Commercial Bank (Mega Bank) to help with the crisis under an agreement
that was signed in 2019. The NHC has been tasked with designing the Housing Development Loan
Program in order to implement the distribution of the loans from the Government of Taipei,China. 27
The NHC prepared a draft National Housing Policy 28 in August 2019, which aims to undertake the
following actions: (i) develop an urban and suburban plan with infrastructure, (ii) develop
subdivisions on Babeldaob Island, (iii) establish minimum standards for housing construction
options, (iv) develop a schedule of acceptable septic systems, (v) administer the National Housing
Development Loan Program, and (vi) develop a domestic construction industry.
Housing demand
There is a rising demand for new housing which may be observed from the number of residential
development permits (nationwide) that were issued by the Environmental Quality Protection Board
(EQPB) which grew from 77 permits in 2012 to 179 permits in 2018 (footnote 24). Currently, demand
Figures based on population projections produced by the Statistics in Development Division of the Secretariat of the
Pacific Community. 2015, 2015 Palau National Census.
26
Refer to the background reports for a more detailed discussion on population growth.
27
Tia Belau articles of 9 August 2019.
28
National Housing Commission. 2019. National Housing Policy (draft). August.
25
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is driven by reduced household size, a desire for members of a household to live independently,
conversion of residential land to commercial use, and land issues which resulted to the earliermentioned housing crisis.
Affordable housing
Social housing support to those earning less than US$35,300 per annum is being provided by the
Palau Housing Authority (PHA). The programs, arranged through low interest 25-year loans, include
(i) new housing construction, (ii) housing renovation/extension, (iii) home repair and improvement
(from fire or water damage), (iv) emergency housing reconstruction, and (v) water harvesting and
storage.
PHA has financed and built only single-family units up to now. Multi-family accommodation, as a
lower-cost solution, has not been implemented in Palau apparently because of cultural resistance.
New housing units need to take into account suitable design according to demand, environmental
impacts and constraints, as well as climate change issues.
New PHA subdivisions typically make available plots of roughly 800–900 square meters, with onestory family units provided (roughly 720 square feet or 67 square meters) with access and utility
servicing. Owners are offered 50-year leases on low interest mortgages for up to US$45,350, and
can extend their units. For those above this earnings threshold, access to loans would be available
through the NDBP. PHA has undertaken two subdivision projects, namely the 12 units Nanden–
Ngerkesoaol subdivision in Koror State, and the 12 units Kesebelau subdivision in Airai State.
Aside from social housing, other housing types that were observed in the Koror–Babeldaob area
include (i) traditional housing on clan land; (ii) new residential units constructed on subdivided plots,
apartments; (iii) privately owned housing of good quality; and (iv) barracks housing.
Housing issues
The Housing Development and Finance Program Committee, established in October 2018,
identified the following issues that it believed were contributing to the current housing problems:
(i) the availability of land and pressure on infrastructure in Koror State, (ii) the increased costs of
building materials and associated infrastructure provision, (iii) a lack of qualified building
contractors, (iv) obtaining the necessary construction-related permits, and (v) the return of land
from Palau to landowners resulting in the displacement of households (footnote 28).
The Housing Development and Finance Program Committee concluded that there is an urgent need
to encourage a population shift to Babeldaob Island. As the majority of the resident population of
Koror State have ancestral ties to Babeldaob, the construction of individual family homes and the
development of residential subdivisions there offers an ideal opportunity to relocate population
from Koror State in a relatively short period of time.
2. Infrastructure Development
Basic infrastructure
The development of affordable and environment-friendly housing on Babeldaob Island through
planned subdivisions has to be supported by adequate and accessible basic infrastructure such as
roads, water and sanitation, solid waste management, electricity, telecommunications, and
transportation. The following paragraphs present a brief assessment on their status.
The main loop road around Babeldaob Island, the Compact Road, was completed in 2007 using
Compact Trust Fund. The Compact Road is mainly inland and significantly above sea level, with the
exception a segment on the eastern side of Babeldaob Island where the road crosses a lagoon by
means of a causeway. There is also a main road that connects the East Compact Road to the West
Compact Road from Ngatpang State to the National Capitol building in Melekeok.
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Secondary connecting roads on Babeldaob Island are surfaced with compacted gravel and are
generally in average to good condition, but are prone to damage from surface run-off during the
wet season. Tertiary roads within communities are gravel roads in average to good condition.
Ten states on Babeldaob Island have standalone centralized water supply systems while Airai, along
with Koror State, is serviced by a centralized system. The sole water source in Airai and Koror states
is the Ngerimel Dam and a pump station on the Ngerikiil River that can pump raw water directly to
the treatment station or into the dam. With regard to sanitation, Melekeok State has a centralized
sewerage treatment plant constructed when the National Capitol building was built. Airai State is
an extension of the Koror sewage collection system and further development of this Airai system is
proposed (ADB’s Second Koror–Airai Sanitation Project). The remaining eight states have on-site
sanitation (septic tanks and leachate fields).
The 10 state governments on Babeldaob Island are individually responsible for solid waste
collection and disposal. At present, final disposal of solid waste is to unsecured and inadequately
fenced rural surface sites in each state. A regional landfill that is being funded by JICA is under
construction and is expected to be commissioned by 2020/2021. In turn, Koror State government
is responsible for waste collection of household wastes generated in the state.
The sole supplier of electricity is the Palau Public Utilities Corporation, which has power plants on
Malakal Island in Koror State, and in Aimeliik State. These plants supply power to a central grid in
Koror State and on Babeldaob Island. The two 13.8-kilovolt distribution grids are interconnected by
a 34.5-kilovolt undersea cable.
The telecom sector in Palau consists of one main provider, the Palau National Communications
Corporation which is a state-owned enterprise (SOE), and two private Wifi service providers. The
Palau National Communications Corporation provides mobile phone services, fixed line, internet,
and digital TV services.
The Palau International Airport in Airai State is being improved by the Palau International Airport
Corporation, which is a joint venture between Sojitz Corporation of Japan, Japan Airport Terminal
Company, Japan Overseas Infrastructure Investment Corporation for Transport and Urban
Development, and Palau International Airport Corporation. Improvements include the development
of the existing terminal and construction of an additional terminal according to the Airport
Development Master Plan 2012–2032. 29
There are two ports in the strategy area, namely Malakal Port in Koror State which is the country’s
main commercial port for containerized and non-containerized cargo, and the other is in
Ngchemiangel Bay (Aimeliik State). The latter accommodates fuel tankers (up to 15,000 tons)
supplying the power station. In addition, there are about 30 small docks established for recreational
boats, and the tourist/diving industry.
Social infrastructure
Access to social infrastructure facilities such as for health and education are also important to
support the development of housing on Babeldaob Island. At present, health facilities are mostly
found in Koror State and these include the national hospital, a community health center, and three
private clinics. There are three community health centers on Babeldaob Island which provide basic
health services and are linked to the national hospital for secondary care through an integrated
referral system.
There are three public and two private elementary schools in Koror State, while each state on
Babeldaob Island has a public elementary school except for Ngiwal State and Ngchesar State. The
sole public high school along with four private ones is found in Koror State. Only one private high
school is located on Babeldaob Island which is the Palau Mission Academy in Airai State.
29

Daly, Leo A. 2012. Palau International Airport Master Plan. October.
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F.

Tourism Development

1.
Tourism Administration
The Ministry of Natural Resources, Environment and Tourism (MNRET) has overall government
responsibility for tourism in Palau. MNRET chairs the National Tourism Coordination Board, which
consists of members appointed by the President from key government ministries. The purpose of
the National Tourism Coordination Board is to provide policy and implementation guidance, and
to provide organizational unification for the public sector agencies that are involved in tourism such
as the Bureau of Tourism, Palau Visitors Authority (PVA), state tourism councils, and private sector
tourism operators.
2.
Tourism Policy
Tourism development in Palau is guided by the Palau Responsible Tourism Policy Framework (2017–
2021): Ensuring a Pristine Paradise. Palau for Everyone. The overall objective of the document was
to pursue niche tourism markets in order to achieve value growth as a priority over volume growth
and to target visitors who would be seeking authentic experiences and would be sensitive to
tourism’s environmental and community impacts. The applicable niche tourism markets would be
related to nature-based, cultural heritage, culinary, agritourism, sports, weddings and honeymoons,
and adventure tourism. Six policy targets were set out:
•
•
•
•
•
•

Target 1: Responsible tourism awareness and alignment is a national priority: Tourism
development and management is prioritized, organized, and coordinated across national and
local government sectors.
Target 2: Palau’s visitor economy is responsibly managed: Visitor-to-resident ratio reflects
sustainable carrying capacity.
Target 3: Responsible product development attracts targeted high-value markets: Diverse,
high-value, and low-impact consumer segments are the core of Palau’s visitor industry.
Target 4: Palau’s visitor experience is the living brand: The complete visitor experience reflects
the Pristine Paradise. Palau brand.
Target 5: Palau’s tourism industry provides improved visitor yield: Responsible tourism practices
support the optimal retention of revenue in the local economy.
Target 6: Palau’s tourism development is community-driven: Communities are actively engaged
in responsible tourism planning and decision making. 30

3.
Tourism Products
The primary tourism products are diving and snorkeling, with Palau often ranked in the top three
dive destinations in the world. The United Nations Educational, Scientific and Cultural Organization
(UNESCO) World Heritage Site Rock Islands South Lagoon in Koror State is the main tourism
attraction in the country. Other water-based niche activities are developing such as kayaking and
sports fishing.
There is a number of tourism attractions located throughout the 10 states on Babeldaob Island.
These include the traditional bai meeting houses, such as Aimeliik bai, Airai bai and Melekeok bai;
ancient tombs (Malsol’s Tomb); stone monoliths (Badrulchau) and ancient stone carvings
(Odalmelech); traditional village sites and pathways (in Ngaraard); as well as the Ngchesar and Airai
war canoes. There are also some attractive natural areas, including the Ngardmau waterfalls and
hiking areas, Ngermeskang Bird Sanctuary, Ngatpang waterfalls, and Ngardok Lake. There is a
jungle river boat cruise in Ngchesar with crocodile feeding.
There are World War II sites throughout all of the states, together with some war memorials. These
include former Japanese structures, such as the Todai lighthouse on the northern tip of
Ngarchelong State, and a communications center in Airai State’s urban area, as well as abandoned

Bureau of Tourism, Ministry for Natural Resources, Environment and Tourism. 2016. Palau Responsible Tourism Policy
Framework (2017-2021): Ensuring a Pristine Paradise. Palau for Everyone. Koror (December).
30
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gun emplacements and other war relics. Ngardmau State is notable for hillside scarring from former
Japanese bauxite mines.
There is also a limited number of festivals and events, such as the Micronesian Games
International, a multi-sports event, and the Olechotel Belau Fair which is an annual cultural show.
4.
Tourism Issues
The key issues on tourism include (i) the sustainable development, maintenance, and marketing of
tourist attractions on Babeldaob Island; (ii) most hotel and accommodation facilities are foreignowned; and (iii) tourism employment relies significantly on international migrant labor. The current
downturn on tourism because of the COVID-19 pandemic provides an opportunity to review and
reassess the tourism strategy and products in light of these issues with emphasis on tapping the
growth potential of Babeldaob Island.

G.

Urban Management and Finance

1.
Urban Management
There are several institutions involved in urban management including those from national
government ministries and agencies, SOEs, and state governments. Among these, the Ministry of
Finance (MOF), particularly its BBP, has the most multi-sectoral role as it is in charge of preparing
the annual national budget according to approved development plans, and compilation of national
plans and planning-related information including economic, social, and demographic statistics. The
BBP also coordinates with development partners on a technical level regarding finance, statistics,
and planning. The Office of the Palau Automated Land and Resource Information System (PALARIS),
a division under the BBP, plays an important role in developing the national geographic information
system database to support decision and policy making.
The PHA and NHC are the lead agencies with regard to addressing housing issues. The Ministry of
Public Infrastructure, Industries and Commerce (MPIIC), through its various bureaus, is responsible
for concerns such as public works, land and survey, commercial development, small business
development, energy, solid waste management, and aviation. The Palau Public Utilities Corporation,
an SOE, is in charge the development and management of electrical, water, and wastewater systems.
The Ministry of Natural Resources, Environment and Tourism (MNRET) is the agency responsible for
the promotion, sustainable utilization, management, and protection of the country’s natural
resources, including tourism. The Environmental Quality Protection Board (EQPB) is another
important actor with regard to urban management. It is responsible for the enforcement of
regulations on (i) earthmoving, (ii) marine and freshwater quality, (iii) toilet and wastewater disposal
facilities, (iv) solid waste management, (v) pesticides, (vi) public water supply systems, (vii)
environmental impact statements, (viii) air pollution control, and (ix) ozone-depleting substances. 31
Individual states are mandated to formulate their respective master plans and promulgate and
enforce zoning and land use laws. 32 They are responsible also for the administration and
management of public lands as delegated by the Palau Public Lands Authority. 33 The state tourism
councils, which include representatives from state leaders. PANs, tourism representatives, and
cheldebechel citizen stakeholders (hamlet organizations), coordinate with the Bureau of Tourism,
Palau Visitors Authority, and Belau Tourism Association to implement tourism-related policies,
projects and activities.
House Bill No. 10-78-5 34 (Planning Bill) seeks to amend certain sections of Chapter 1 Trust Territory
Planning Act, Title 31 Land Planning of the PNC. Its key provisions include (i) establishing a Palau
Title 24 – Environmental Protection of the Palau National Code.
Title 31 – Land Planning of the Palau National Code.
33
Title 35 – Public Lands Act of the Palau National Code.
34
A PDF copy of the signed bill marked “Passed First Reading, 1/31/18”, was shared and with the signatures of 11 House
delegates was shared by Hon. Del. Lee Otobed to the TA consultants.
31
32
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regional planning commission (RPC); (ii) defining a state’s master plan area; (iii) creating state
planning commissions (SPCs), and state planning offices; (iv) defining the process in the preparation,
an option and amendment of master plans, as well as their scope and nature; (v) empowering state
legislatures to enact zoning and land use laws for their master plan areas; and (vi) requiring updated
state master plans to make states eligible to receive funds for capital improvement projects from
the national government.
2.

Operation and Development Finance

National government
In the years since FY2010, the national government has strengthened its fiscal position and has
greatly increased the proportion of internally generated funds (taxes and fees) relative to external
grants (budgetary and capital assistance from the US, other countries, and international
organizations). In FY2010, taxes and fees constituted 43% of total government revenues, but by
FY2018 had risen to 65%. This trend is expected to continue to FY2030. 35 Well more than half of tax
revenue comes from income, payroll, and business taxes, gross receipts tax, and import duties, but
property income and sales revenues, fishing royalties, and tourism taxes consisting of the hotel
room tax and departure taxes (including the Palau Pristine Environment Tax) are also significant.
The total of internally generated revenues more than doubled between FY2010 and FY2018 from
$36.1 million to $80.2 million. Tourism taxes rose from $5.3 million to $13.0 million over the same
period.
Increasing tax receipts notwithstanding, external grants are expected to remain vital to Palau’s
future and their structure will change significantly over the coming decade. US Compact budgetary
support declined to $7.3 million in FY2018 from $13.1 million the year before, and will continue to
decline gradually until it ceases altogether at the end of the current Compact agreement in FY2024.
The decline will be made up by increased drawdowns from the Compact Trust Fund, reaching a
sustained drawdown of $15 million per year from FY2024 onwards. 36
The government’s fiscal resources are expected to be strained because of the downturn of
economic activities that resulted from the COVID-19 pandemic. ADB has extended a US$ 20 million
concessional loan under its COVID-19 Pandemic Response Option to Palau to help it prepare for
the COVID-19 pandemic and to strengthen key areas of the economy. The loan focuses on helping
Palau upgrade its health sector “by financing the purchase of ventilators for Belau National Hospital,
establishing a COVID-19 hotline for public inquiries, and funding overtime and hazard pay for
frontline health workers.” ADB’s support also has an economic stimulus package component
including “provision of concessional loans for qualified businesses, granting of benefits for the
unemployed and helping them find temporary work, providing free support for pre-school and
childcare for lower income families, and subsidies for utilities such as electricity and water.” 37
State governments
State government budget resources consist of block grants provided to each state by the national
government, and locally collected fees (e.g., entrance fees for tourist attractions). Each state
estimates expenses and makes an annual request for a budget allocation to the national
government. At least 50% of state-level expenditure from the block grants must be on “capital
improvement projects and community programs.” 38
There is no property tax in Palau, so the states are denied any direct revenue benefit from private
sector investment within them. Apart from the block grants, states collect revenue directly from
registration fees and licenses.
Graduate School USA and EconMAP. 2019. Economic Review Palau FY2018. July.
International Monetary Fund. 2018. Palau 2018 Article IV Consultation.
37
ADB News Release. 2020. ADB Provides $20 Million to Help Palau Prepare for COVID-19 Threat. 30 July.
https://www.adb.org/news/adb-provides-20-million-help-palau-prepare-covid-19-threat.
38
Office of the Public Auditor. 1996. State Block Grant Regulations.
35
36
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Expenditures on investment and maintenance of infrastructure in each state are generally the
responsibility of a national entity. States have the option to expend block grant funds to support
economic investments consistent with their development aspirations (e.g., aquaculture, agriculture,
and tourism) that are approved by the national government. A state having a master plan
supporting such expenditures would greatly strengthen the process of national government
approval of them under the block grant allocations. External donors may fund projects directly
within a state, but in such cases the funds flow through the MOF to the state and are earmarked for
the particular project (i.e., are not fungible). States have no borrowing authority.
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IV.

STATE-LEVEL CONSULTATIONS

The SWG, with support from the TA consultant, undertook individual state consultations on 18–19
November 2019 and 4–5 December 2019 which provided an opportunity to obtain the states’
perspectives on their urban issues and challenges, and how they propose that these be addressed.
Upon the guidance of the Steering Committee, these were held in four batches, the first being those
for Desbedall (East Babeldaob) states, second for Keiukl (West Babeldaob) states, third for Airai
State, and fourth for Koror State. Table 4 provides a summary of the issues and challenges that were
identified by the participants to the consultations.
Table 4: Summary of Identified Urban Issues and Challenges by the States
Theme

Desbedall (East
Babeldaob)

Issues and Challenges
Keiukl (West
Airai
Babeldaob)

Economic
development

• Limited economic
opportunities

• Low employment

• Limited economic
opportunities

Population and
urban
development

• Low population
levels because of
outmigration

• Low population

Environment,
climate change
and disaster
resilience

• Need to consider
locations of
tourism and
residential areas in
light of climate
change-related
risks
• Limited housing
opportunities
• Limited capacity of
infrastructure, e.g.,
road, sewer, and
water

• Rising sea levels
• No central sewer
system
• Soil erosion
• Forest fires

• Low population
because of
outmigration by
younger
generation
• Sea level rise
• Coastal erosion
• Pollution from the
airport
• Mangrove
expansion

• New housing area
is far away from
existing settlement
• Limited
infrastructure (for
example, roads,
and utilities)

• High demand for
housing because
of migration
• Inadequate social
infrastructure and
services

• Existing hotels
have no local
employees
• Lack of a tourism
master plan
• Need to identify
and develop new
tourism sites
• Lack of funds
• Inactive state
public lands
authorities
• Need for
collaboration
between national
and state
governments and
between
bordering states
• Need planning
assistance from
the national
government

• Current income
from tourism sites
not enough to
maintain them

• Inadequate
funding
• Off-road tourism
activity has been
dropped because
of its impact on
the environment.

• Lack funds for
infrastructure
development and
maintenance
• No state entity
doing urban
planning
• No human
resource policy

• Unequal
distribution of
block grants
• Limited human
capacity
• Need planning
assistance from
national
government

Housing and
infrastructure
development

Tourism
development

Urban
management
and finance

Source: Notes from cluster state workshops.
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Koror

• Need to retain
younger
generations to work
to contribute
• Widening gap of
inequality and
circumstances of
individuals and
households
• Vulnerable location
of some houses and
the National
Hospital

• Housing demand
continues to go up
• Lack of
infrastructure to
support housing
development
• Need public
transportation for
people commuting
to and from Koror
• Congestion in
popular tourism
sites
• Lack of a
sustainable tourism
plan and an
institutional
framework
• Need for equitable
distribution of block
grants
• Need to strengthen
existing agencies
(zoning and
planning
commissions, state
public lands
authorities,
Governor’s Office
on Submerged
Lease) that deal
with planning
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Table 5: Suggested Priority Development Initiatives by the States
Desbedall (East
Babeldaob)
Economic
• Prepare an
development
economic
development plan
• Promote low impact
investments, e.g.,
internet banking and
corporate
registration
Population and • Develop good social
urban
service programs
development
Theme

Environment,
climate
change, and
disaster
resilience

•

•
•

Housing and
infrastructure
development

•
•

•

•

•

Tourism
development

Urban
management
and finance

Relocate residential
areas to higher lands
and designate lower
areas as tourism
sites
Protect taro patches
from high tides
Maintain protected
areas (land and sea)
Develop identified
housing sites
Provide power and
water supply to new
subdivisions
Improve existing/
increase capacity of
infrastructure, e.g.,
sewer and water
Complete the paving
of roads and
undertake their
maintenance
Utilize the current
dumpsite as waste
transfer station

•
•

•

•

•

Keiukl (West
Babeldaob)
Designate lease
area for agriculture
Encourage more
commercial
developments
Develop
entrepreneurial
skills
Develop a
population policy

Protect the marine
protected areas,
bird sanctuary,
Ngermeskang
watershed,
Ngermeskang River,
and Ngeremeduu
Bay

•
•
•

•

Koror

•

•

•

•

•

•

Develop additional
tourism sites
• Promote the
diversification of
tourism sites and
activities
•

Prepare state
• Undertake capacity
master and zoning
building
plans
• Establish an office
dedicated to the
• Prepare a building
implementation of
code
the master plan
• Harmonize national
and state laws.
• State block grants
should be reflective
of the number of
people
•

Source: Notes from cluster state workshops.
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Diversification of
the economy (i.e.,
make Koror a
research
destination)

• Establish community • Consider support
centers, a park, and
programs to help
police substation
those in need to
manage their
• Create pedestrianfriendly streets
finances
• Rehabilitate the
• Prepare an
conservation area
evacuation plan for
the National
• Trim the mangrove
Hospital during
back to its earlier
disaster
boundary

Develop identified • Promote
housing areas
condominium-style
buildings
• Develop required
infrastructure to
• Designate a
allow housing
settlement site that
development (for
is completely
example, roads,
provided with roads
water, power, and
and utilities
sewer)
• Maintain current
water system (needs
upgrade)
.

Prepare a tourism
• Develop tourism
master plan
sites and
infrastructure
• Explore potentials to
develop more
• Package tourist
tourism sites and
attractions instead
activities (land and
of managing them
water-based)
separately
• Promote cultural
tourism and ecotourism
Revision and
adoption of state
master plans
Develop a building
code
Prepare disaster
management plans
Increase capacity of
state public lands
authorities
Secure technical
assistance for data
collection

• Promote
entrepreneurship
• Establish impacts
fee from large
infrastructures

•

•

•

Airai

•
•

•

•
•
•

National
government to
prioritize housing
development in
Babeldaob
Diversify housing
options to include
multistory
apartments and
condominiums
Establish a public
transportation
system
Implement the
Complete Streets
Initiative
Enact legislation to
limit number of cars
Develop a tourism
action plan/strategy
Develop tourism on
Babeldaob Island to
relieve
overcrowding
Organize and
standardize
tourism policies
Pursue high-end
tourism
Update the state
master plan
Establish a national
office to facilitate or
coordinate the
planning process
and assist states in
planning
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V.

ISSUES AND CHALLENGES

The identification of the strategic issues emerges from (i) Palau’s policy and planning context and
its development context, (ii) state consultations, and (iii) discussions with the Steering Committee
and SWG. Babeldaob Island and Koror State present opportunities for strengthening rural–urban
linkages in the form of the flow of people, goods, and services.
The central issue on Babeldaob Island is the limited economic opportunities caused by factors such
as low population levels, untapped tourism potentials, vulnerability to climate change and disaster
risks, and limited development planning and management. In Koror State, urban congestion is
considered as the major issue that may have been brought about by the increasing demand for
housing, limited area suitable for developments, inadequate basic infrastructure, and lack of a
sustainable tourism plan.

A.

Limited Economic Opportunities on Babeldaob Island

1.
Low Population Levels in the States
The low levels of population on Babeldaob Island is a result of outmigration of mainly working age
people to Koror State and internationally in search of better employment opportunities. The
relocation of some government facilities and construction of the Compact Road and the National
Capitol at Melekeok State have encouraged some economic activity and settlement in Airai and
Aimeliik states, but brought limited changes elsewhere. Communities on Babeldaob Island remain
predominantly rural, and livelihood opportunities have been slow to grow and diversify. Effective
urban planning at the state level will strengthen the implementation of national development
strategies at the state and community levels.
Figure 3: Strategic Issue and Contributing Factors on Babeldaob Island

States mentioned that there are limited housing opportunities on Babeldaob Island. Housing is an
important economic sector and generates jobs related to the construction industry. Further, a
vigorous housing sector will increase the mobility of the working-age population. In turn, this
increases the viability of commercial investments by ensuring that workers can reasonably relocate
to wherever investment opportunities arise and demand for labor is generated. In contrast,
uncertainties regarding, e.g., access to land for housing development, will constrain housing
investments and may lead to shortages of affordable housing, in turn leading to hardship,
increasing poverty, lack of mobility (damaging to both workers and employers), and increasing
incentives for working-age people to emigrate.
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Another population push factor on Babeldaob Island is the insufficiency of social infrastructure and
services. Higher level services, such as for health and education, are centralized in Koror State.
Expanding their provision on Babeldaob Island will help encourage the in-migration of population.
2.
Limited Infrastructure
Rural development depends on strong and affordable transport links to the urban area, to cater for
people seeking housing outside the city but working in the city, for rural people who need access
to social and commercial services only available in the city, and for urban people who have social
connections to people in rural areas (expected to increase as development on Babeldaob Island
proceeds). Already, there exists good road infrastructure on Babeldaob Island, but it can be
accessed only by private vehicle, a system which is much less affordable and much more
environmentally damaging than a public transport (bus) system would be. The higher cost of private
vehicle transport constrains the population’s use of the existing road infrastructure, and thus limits
the social returns of having and maintaining the infrastructure. Economic growth would be less
constrained with less damage to the environment, if transport services were made cheaper by
adopting a reliable public transport system. Further, stakeholders cited that there is a need for a
more complete road system, particularly secondary roads, and that there are limited capacities of
water supply and sewer systems.
3.
Tourism Potentials Are Not Maximized
There is need to prepare state-level tourism master plans that will identify visitor products and the
needed infrastructure to support the development and use of these. These plans should be aligned
with the national tourism policy and could set specific tasks and actions to be implemented up to
2030. States further pointed out that there is need to diversify tourism attractions, and such have
to be considered in their tourism master plans. The lack of funds to maintain existing sites was also
considered as a key issue, along with the lack of sufficient know-how on tourism such as on master
planning, marketing, tourism management, and tour guide training.
4.
Vulnerability to Climate Change Impacts and Disaster Risks
There are settlements, especially those located in coastal areas, which are vulnerable to storm surge,
tsunami, coastal flooding, erosion, and sedimentation. Some states have started to address this
issue. In the case of Melekeok and Ngiwal states, for example, there is a preference to allocate new
housing areas away from the coastal villages because of storm surge and cyclonic conditions. In
Ngiwal state, this housing move away from the coastline has already started, with new units being
constructed on upper slopes behind coastal settlements, which follows a basic link road to the
Compact Road.
States representatives also mentioned the negative impacts of urban development on the
environment, such as air quality. Representatives from Airai State during the state-level consultation
in December 2019 cited that pollution from the airport has been negatively affecting their
conservation area. In Ngiwal state, representatives during the Desbedall (East Babeldaob) statelevel consultation in November 2019 cited that they are being affected by pollution coming from
developments in Melekeok State.
5.
Weak State Institutions
The United Nations Development Programme (UNDP), in a 2017 study, reported that “there are
weak or to some extent non-existent policy frameworks” that can clearly guide and demarcate roles
and responsibilities of states and the national government. Thus, state governments with their
limited financial and human resource capabilities heavily rely on the national government for a
majority of government services. It was underscored that there is no clear-cut policy that guides
which services shall be provided by states. Moreover, states would also tend to have non-uniform
policies that create challenges in complying with national laws. 39
UNDP. 2016. Palau Local Governance Strengthening Project (Project Document).
https://info.undp.org/docs/pdc/Documents/PLW/Palau%20Local%20Governance%20Strengthening%20Project%20D
ocument-signed.pdf.
39
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At present, there is no overall urban planning authority at the national or regional scale that could
prepare national or regional physical planning strategies. 40 Each state prepares its own master plan
without any guidance or overall national control. There are also no national building codes that
could guide sustainable development. Such a building code would help to provide protection
against the adverse impacts of disaster risk and climate change events.
Weaknesses in planning, management, and implementation at the state level was also reported in
the above-cited UNDP study, and validated during the state-level workshops for this strategy
development in November–December 2019. These weaknesses include limited staff resources,
planning and performance processes, lack of overall policy framework and integrated institutional
arrangements, and limited funding (footnote 39).
There were also reported weaknesses at the state level, particularly with regard to land use planning,
zoning, and building regulations, and in being able to comply with national development laws such
as the regulations of EQPB and of the Bureau of Arts and Culture of the Ministry of Community and
Cultural Affairs. Thus, only few states have developed their land use plans, zoning regulations, and
building codes. The MTDS also cited that “no State has established comprehensive development
policies or the necessary legislative framework for their implementation.” This has resulted to the
construction of buildings in environment-sensitive location along with the increasing number of
those that were inappropriately built. 41 States further reported that there is a lack of entity that is
fully responsible in implementing their master plans, and that there is an absence of master plans,
building code, and zoning.
The SWG identified the need to facilitate local investments and entrepreneurship through the
review and amendment of relevant national and state legislations. Palauan entrepreneurs reportedly
find it difficult to set up and operate new companies because social obligations too often
compromise their commercial operations and fiduciary responsibilities to investors. 42 This issue also
limits the flow of commercial credit to Palauan investors.
State administrations receive annual block grants from the national government ranging from
about US$400,000 to about US$700,000. 43 However, some 90% of these grants are expended on
wages and salaries of state employees, leaving little to expend on projects and physical
improvements. The productivity of state administrations is generally low. Further, the Office of the
Public Auditor has identified a pervasive lack of capacity among the states for financial management
and has recommended appropriate training in accounting; capacity in other skilled areas of
administration is similarly lacking. 44

B.

Growing Urban Congestion in Koror State

1.
Insufficient Housing Supply
Although the population in Koror State is growing slowly, there is a high demand for housing that
is brought about by the displacement of residents, and influx of people from other states and
migrant labor from other countries. During the state-level consultation in December 2019,
representatives from Koror State reported that even barracks housing are not enough to fill the
gap. Because of this high demand and with its limited land area, housing developments have
already encroached into coastal margins, and along with other types of development have largely
blocked public access into the waterfront areas.

This shall be addressed once House Bill No. 10-78-5 is passed into law, paving the way for the creation of the regional
planning commission.
41
Government of the Republic of Palau. 2002. Palau National Report to the World Summit on Sustainable Development.
42
Pers com, representative of Ngardmau State, 26 November 2019
43
The block grant for Koror is about $1 million per year.
44
Office of the Public Auditor. 2017. Proposed State Government Strengthening Project – State Government Accounting
System Training; and UNDP. 2015. Palau Local Governance Strengthening Project, a 3-year $0.8 million project capacity
building in four state administrations and the Ministry of State (Bureau of Domestic Affairs), 2016–2019.
40
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2.
Inadequate Infrastructure to Support Urban Development
In the past, there have been limited public bus shuttle services that operated in Koror State, but
these have now ceased. The possibility for a revival of this service should be investigated to reduce
the dependence on private cars and taxis (which are unregulated). This service could link the three
islands of Koror State; namely, Malakal Island, Ngarkebesang Island, and Koror Island, with Airai
State along the Main Street corridor that would link up all the main generation points (downtown
and shopping centers, Palau High School, Palau Community College, and the National Hospital, for
example), as well as secondary intersecting circuit services through residential neighborhoods. The
expected reduction in the use of private cars may help alleviate the traffic congestion that is
regularly experienced along Main Street.
Stakeholders also cited the need to improve transportation-related infrastructure such as sidewalks,
parking areas, crosswalks, and street lighting. Moreover, they cited that growing urbanization has
caused sewer issues in low-lying villages, and the inadequacy of storm drainage systems.
Figure 4: Strategic Issue and Contributing Factors in Koror State

3.
Weak Planning Capacity of the State Government
The need to strengthen existing state agencies that deal with planning such as the zoning and
planning commissions, state public lands authorities, and Governor’s Office on Submerged Leases
were also mentioned by Koror stakeholders during the December consultation. With regard to the
Planning Commission, it was pointed out further that there is need for them to assess their
mandates and their current regulations in order to address the planning concerns better.
The stakeholders also noted that that the state lacks a sustainable tourism plan and institutional
framework. This has resulted to the congestion of popular tourist sites and a disorganized tourism
situation.
4.
Inefficient Land Uses
Overall, Koror State’s urban area is of extremely low density, but congestion is experienced acutely
particularly in its downtown area. The situation has been exacerbated by vacant sites, and
underused or empty buildings. Aside from congestion, this could result in urban sprawl leading to
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much less accessibility, a dependence on cars, a reduction in facilities and variety of provision, and
higher costs of utility servicing. Increasing densities will help to improve facility and service
provision.
The character of Koror Downtown, especially along Main Street, is visually barren. The road corridor
and pedestrian edges have little planting with a concrete environment predominating. There are
also car parking and pedestrian conflict issues, where cars are attempting to get into open access
parking areas, or reverse from them, across where pedestrians walk. There are no
pavements/sidewalks as such, only variably concreted areas or drainage covers. No trees exist to
provide shade and street lighting is poor. The Complete Streets Initiative in 2016 made a start
towards providing a more pedestrian-friendly environmental improvements for this part of Main
Street. 45
It may also be noted that Koror State has very little parkland and landscaped leisure areas, with the
exception of Ice Box Park, Long Island Park, and the recently created open space next to the Japan–
Palau Friendship Bridge. Downtown Koror in particular needs a major accessible park and
recreational area.
Malakal Island, especially along Main Street, has a collection of disjointed uses and activities
comprising port-related services, budget retail outlets, hotels of a very varied quality, diving
enterprises, a mix of apartment buildings (also of variable quality), and even a quarry. This provides
an unappealing environment for both visitors and residents alike.
The Commercial Port in Malakal has been looking to expand its operations and facilities. A JICA
study has assessed the possibilities for improvements to the existing port facility, as has a more
recent World Bank study. The issue appears to be whether limited expansion, which could take up
some adjoining land, such as the fishing wharf or the oil storage facility to the south, would be
sufficient for port improvement needs up to 2030. Or, alternatively, whether a more extensive
expansion would be needed. For example, the World Bank study also looked at the potential for
reclamation to the south, up to where Ice Box Park is, for future port needs.
There are very few waterfront areas in Koror State that are accessible to pedestrians. While this
could be attributed to the extent of the mangrove coastline, there are areas where potential exists
for opening up access. Thus, the site adjoining the Minatobashi Bridge, where Elilai restaurant is,
could be greatly improved and expanded into an entertainment, restaurant, and retail precinct
linked to a waterfront boardwalk and promenade. The site opposite (currently used for parking
buses) could also be used for these activities. A broad waterfront boardwalk/promenade may be
extended eastwards and northwards to Ngarkebesang Island (alongside Meyuns Causeway), and
westwards to Long Island Park and into Malakal Island.

45

Island Times. 22 August 2019 edition. Complete Streets initiative to move forward with first project.
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VI.

URBAN DEVELOPMENT STRATEGY 2020–2030

A.

Vision 2030 and State-Focused Goals

The 2020 vision for KBRUDSAP is “To have a resilient and widespread improvement in general
standards of living while preserving cultural and environmental values for the people of Palau.” 46
The overall vision is a modified version of that of Palau’s MTDS 2009–2014.
Figure 5: Vision, Sub-vision, and State-Focused Goals of KBRUDSAP

Strategic approach
Figure 6 illustrates the core aspects of the KBRUDSAP. The goals seek to address the central issues
impacting the states on Babeldaob Island, while alleviating rapid urban congestion and growing
pressure on existing infrastructure and services in Koror State.
Figure 6: Strategic Approach

46

Agreed to during a Steering Committee meeting on 12 November 2019.

Page | 24

Koror–Babeldaob Resilient Urban Development Strategy and Action Plan
Volume 1: Main Report

The KBRUDSAP can also play an important role in Palau’s post-COVID recovery efforts as it provides
a guide to jumpstart the economies of the states on Babeldaob Island to “build back better” through
labor-intensive infrastructure development (e.g., housing and related construction), and a focus on
creating jobs and employment by diversifying the tourism sector.
Improving urban resilience
KBRUDSAP’s three goals address social, physical, environmental, economic, and institutional
vulnerabilities that are due to climate change and disaster risk. The strategy area’s urban resilience
is envisaged to be improved through appropriate housing, improved social services, enhanced
tourism, a protected environment, and strengthened institutions.
Figure 7: Improving Urban Resilience

1.
Goal 1: Resilient housing and livable neighborhoods
Goal 1 seeks to address the issues of low population levels
because of limited housing opportunities, limited
economic and job opportunities, and insufficient social
Box 2: Goal 1’s Contributions to the
infrastructure and services, as well as limited infrastructure
Sustainable Development Goals
such as public transportation, roads, and water and sewer
Pillar 1: People
systems. It also seeks to reduce the vulnerability of
SDG 2: Food and nutrition
settlements to climate change impacts and disaster risk.

SDG 3: Health and well-being
SDG 4: Education
SDG 11: Human settlements
Source: Technical assistance
consultant (with reference to
Government of Palau, 2019. Pathway
to 2030: 1st National Voluntary Review
on the SDGs. June.)

Goal 1 supports the Housing Development and Finance
Program Committee’s recommendation to “encourage a
population shift to Babeldaob” Island (footnote 28) as a
means to addressing the housing crisis, and a key action
in the draft National Housing Policy, which is the
development of subdivisions on Babeldaob Island. This
movement of population will help facilitate the sustainable
economic growth of states on Babeldaob Island and
reduce the urban growth pressure that is being felt in Koror State.
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2.
Goal 2: Palau’s tourism industry benefits Palauan people
The proposed overall tourism strategy 47 aims to develop a tourism industry that benefits Palauan
people, and which is oriented towards high-value tourism. It seeks to address issues on the lack of
state-level tourism planning, need to diversify tourism attractions, maintenance of tourist sites, and
the need to strengthen institutional capacity in the tourism sector. Goal 2 is in line with the national
tourism policy which seeks “responsible product development (that) attracts targeted high-value
markets: diverse, high-value, low-impact consumer segments are the core of Palau’s visitor
industry.” 48
High-value tourism can help reduce economic
leakage and generate community and local benefits.
Pursuing a high-value visitor market may be achieved
by targeting niche markets, in addition to the diving
and snorkeling market, such as for nature/wildlife
attractions (especially bird watching); the adventure
sports market; meetings, incentives, conference, and
exhibitions market; agritourism; weddings; spa and
wellness tourism; cruises and liveaboard. In doing so,
states may work together with the PVA, the Bureau of
Tourism, and private sector tour operators in
addressing these niche markets as best they can
within the context of their own state tourism
attractions.

Box 2: Goal 2’s Contributions to the
Sustainable Development Goals
Pillar 2: Prosperity
SDGs 1 and 10: Poverty and inequality
SDG 8: Economic growth and decent work
SDG 9: Industry and infrastructure
Source: Technical assistance consultant (with
reference to Government of Palau, 2019. Pathway
to 2030: 1st National Voluntary Review on the SDGs.
June.)

Focus may be given on a low impact, as well as a higher-spending, tourism market. This would mean
expanding the range and quality of accommodation throughout the strategy area, especially at the
high-quality level. It may include smaller-scale boutique hotel provision, rather than relying solely
on upmarket chain hotels. It is likely that Koror State will be the driver for this, as is the case now,
with upmarket chain hotels showing interest. However, states in Babeldaob may choose to offer a
different provision such as community-based homestays close to existing attractions. This may be
done in conjunction with tour operators and the PVA. In time, accommodation may move towards
small boutique provision in the states.
The recommendation is to develop tourism products in an integrated manner. This may be done
through the delineation of tourism clusters which are a grouping of key attractions within a state
or two states, which could be of primary (and thus strategic) interest, and that states should focus
on pursuing their improvement to attract visitors. Tourism clusters may be identified according to
(i) the presence of key and potentially important attractions, (ii) their ability to create economies of
scale, and (iii) their potential to extend the length of stay of visitors.
The tourism clusters may be grouped within a framework of individual states, or in some cases two
states where they may gain benefit in working together. The attractions may be linked together,
either through hiking trails or as part of tour operator-organized and themed circuits. They may be
supported and maintained by local communities, who could manage the sites/attractions, provide
tour guides, produce handicrafts, and prepare local food. Local residents may also provide
homestay accommodation.
An indicative list of key and potential attractions, organized according to proposed tourism clusters,
is in Volume 2: Appendixes.

47
The overall tourism strategy was discussed by the TA team and Stakeholders Working Group (SWG) during the meetings
on 14 November 2019 (Conference Room, Office of the President, Koror State), 11 February 2020 (Conference Room, Office
of PALARIS, Koror State), and 21 February 2020 (ADB Conference Room, Koror State), and with the Steering Committee on
13 February 2020 at the Palasia Hotel, Koror.
48
Bureau of Tourism, Ministry for Natural Resources, Environment and Tourism. 2016. Palau Responsible Tourism Policy
Framework (2017-2021): Ensuring a Pristine Paradise. Palau for Everyone. December.
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3.

Goal 3: Effective urban planning and management of public assets including built,
natural, and cultural resources
Goal 3 seeks to ensure that the
necessary institutional mechanisms to
Box 3: Goal 3’s Contributions to the Sustainable
implement KBRUDSAP are in place,
Development Goals
and have adequate capacities. It seeks
to address the need for stronger
Pillar 3: Prosperity
collaboration between the states and
SDG 6: Water and sanitation
national government, lack of state
SDG 7: Energy
entity responsible for preparing and
SDG 12, Sustainable production and consumption
implementing
master
plans,
SDG 13: Climate action
inadequate technical expertise, and
SDG 14: Oceans
lack of funds for infrastructure
SDG 15: Land and forests
Pillar 4: Partnerships for sustainability
maintenance.
The Bureau of Budget and Planning
(BBP), within MOF will support states in
the preparation and implementation
of their master plans.

SDG 5: Empowering women
SDG 16: Peace, justice, inclusive societies, good governance
SDG 17: Partnerships for the Sustainable Development Goals
Source: Technical assistance consultant (with reference to
Government of Palau, 2019. Pathway to 2030: 1st National Voluntary
Review on the SDGs. June.)

States may likewise be supported by
the RPC which is envisaged to be
created under House Bill No. 10-78-5. Further, the states are suggested to enact their respective
planning laws following the enactment of House Bill No. 1078-5, and establish their SPCs and state
planning offices. State master planning shall be well-informed by socioeconomic and geophysical
data.
State master planning shall be encouraged and undertaken cognizant of potentials to spur local
investments and entrepreneurship in the communities. The development of the states shall be
supported by appropriate infrastructure, and shall be characterized by livable neighborhoods.
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Table 6: Goal 1: Resilient housing and livable neighborhoods
Goal 1: Resilient housing and livable neighborhoods

Outcome 1: Babeldaob states are provided with appropriate regional level infrastructure.

Activity 1.1 Develop regional infrastructure to support housing and neighborhoods development in Babeldaob.
State Sub-activity

Palau Sub-activity

1. Support the establishment of public transport
1. Conduct feasibility study and establish public
services for Babeldaob-Koror.
transport services for Koror-Babeldaob (ongoing).
a. Assist with household surveys to gauge public
interest in public transport.
b. Identify sites for transportation pick-up/drop-off
points.
2. Develop a partnership with the national government
2. Develop a partnership with state governments for
for sustainable operation of public transport.
sustainable operation of public transport.
3. Identify candidate sites for satellite commercial
3. Government works with business establishments and
service centers to include rest stops/scenic stops along
financial institutions to establish satellite commerce
Compact Road where travelers can stop, take photos,
service centers (for example, with gas station, transport
and use restroom facilities (i.e., Koksai/Ngatpang
terminal, banks, retail stores, restaurants, viewing decks,
market site).
and toilets).
4. Identify candidate sites for one-stop shop for
4. Establish one stop shop for government services,
government services and participate in consultations for including payment center for standardized tourism fees
the selection of the final site.
for all states, in Babeldaob in consultation with States.
Outcome 2: New or expanded subdivisions in all 10 states of Babeldaob

Outputs

1. Regional transport services established.
2. Satellite commercial service centers established.

3. One-stop shop for government services established.

Activity 2.1: State governments identify and develop housing tracts to accommodate housing needs of their constituents.
State Sub-activity

Palau Sub-activity

Outputs

1. Conduct participatory surveys to ascertain
community views on meeting current and future
housing needs, in ways that are fully-inclusive (for
example, by age, gender, and other vulnerable groups)
and affordable.
2. Use process in subdivision development manual
(Ministry of Natural Resources, Environment and
Tourism product that identifies steps that states take to
determine feasibility of site; for example, is the site in

2. Ministry of Community and Cultural Affairs supports
states in developing survey tools and in preparing the
reports.

2. Housing needs determined.

1. Finalize and enact the National Housing Policy

3. Finalize manual for sustainable subdivision
development.
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flood plain, or is it near existing infrastructure) to
identify subdivision and/or lease site.

3. Offer a range of housing sites for the Palau Housing
Authority (PHA) and the private sector to select, design,
and build.

4. Review and approve subdivision plans and designs,
with due consideration for Palauan sense of community,
and access to social services.

5. Monitor the implementation of the subdivision plan
upon receipt from national government planning team
and upon receipt of earth moving permit.

4. Develop subdivision planning standards and building
codes at the national level.
5. Commission the preparation of a geotechnical design
manual for building on slopes, including roads,
infrastructure, and housing.
6. Prioritize proposed subdivisions to provide a time
bound housing implementation plan in short, medium,
and long term.

7. PHA and private sector developers select sites that
they would build on.
8. PHA or the private developer to prepare the
subdivision plans to be overseen by the Environmental
Quality Protection Board (EQPB) and in consultation
with the states.
9. PHA or private developer prepares the environmental
assessment/environmental impact statement and
submits to EQPB.
10. PHA/private developer and Bureau of Public
Works/Palau Public Utilities Corporation prepare work
plan for infrastructure (road and drainage construction)
together with state.
11. Construction of subdivisions to include roads and
drainage, and installation of utility systems.
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4. Subdivision planning standards and building codes
prepared and adopted.
5. Geotechnical design manual prepared and adopted.
6. Subdivision housing plan prepared.
7. National government assistance package for
subdivision earthmoving permits and infrastructure
design; includes the team comprised of professionals
who will develop executing agency and subdivision
plan, and assist with public works road construction
plan.
8. Physical characteristics of subdivision foster
neighborhood interactions and instill sense of place and
belonging among residents.
9. Subdivision environmental assessment/environment
impact statement approved by EQPB.
10. Work plan for subdivision development prepared.

11. Site development works in new subdivisions
completed.
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Activity 2.2: States develop and implement lease/housing program.
State Sub-activity

1. Establish a state planning office to oversee
leasing/housing program (related to Goal 3, Activity
2.1).
a. Develop program mandate.
b. Develop standard operating procedures for
program implementation.
2. States develop lease program instruments; for
example
a. lease agreements
b. fee schedule
3. Lease infrastructure maintenance program developed
(include scheduled maintenance works, for instance).
4. Create a strategy to resource housing program.

5. State legislatures pass housing lease act.
6. Enact appropriate regulations to mitigate initial and
ongoing impacts of construction/housing development.

Palau sub-activity

1. Assist state with developing processes, programs and
standard operating procedures (SOP) to administer
housing program

2. Palau provides states with best practices training for
maintenance of (i) unpaved roads; (ii) reducing run-off
with bare slopes; and (iii) managing stormwater
collected from roofs, roads, and other surfaces
3. Palau upscale lessons from its United Nations
Development Programme-partnered governance
project to nonparticipating states on development of
new programs and resourcing and managing of new
programs.
4. Conduct a gap analysis on state regulations and
institutional development for urbanization.
5. Palau Bureau of Budget and Planning (BBP) provides
support on development of enabling legislation and
regulations for housing program.
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Outputs

1. States have processes that they use to administer
lease/housing program.
2. States have enabling legislation for housing/lease
program.
3. States have regulations that mitigate negative
environmental impacts of housing construction.
4. States have a housing/leasing program.
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Outcome 3: Residents of states easily access social services and have increased options in business enterprises.
Activity 3.1: Develop and implement strategies to support vulnerable and at-risk populations.
State Sub-activity

Palau Sub-activity

Output

State Sub-activity

Palau Sub-activity

Output

1. Conduct assessments to understand the
1. Palau (BBP and PALARIS) support state with
demographic makeup of their communities to assess
developing survey instruments, collecting data,
potential growth and future needs (related to Goal 3,
analyzing data, and reporting on findings.
Activity 2.2).
Activity 3.2: Create enabling conditions to encourage business development and patronage.
1. Establish commercial zones in or near subdivisions
and new housing neighborhoods and/or mixed-use
zones that encompass occasional retail units.
2. Provide incentives to encourage business
development.
3. State encourages local businessmen to continue
upgrading their skills on business management.

1. Prepare studies to identify the necessary incentives to
encourage business development in states.

1. National government will develop a regional support
service plan (for example, police, fire, hospital, senior
citizen, and health) to accommodate projected
Babeldaob Urban Growth.

1. Commercial zones established.
2. State-level business incentives established.

2. Design and implement a training program on
business management for local businessmen to include
a certification/accreditation program.

3. Training and certification/accreditation program
designed and delivered.
4. Increased number of Palauan entrepreneurs and
investors.

Note: The numbering in the table columns do not align across. They depict the number of sub-activities at the state-level or the national-level. When read horizontally, the sub-activities at both the
state and national levels are aligned with a specific output.
Source: Government of Palau (Steering Committee and Stakeholders’ Working Group during their meeting on 22 July 2020).
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Table 7: Goal 2: Palau's tourism industry benefits Palauan people
Goal 2: Palau's tourism industry benefits Palauan people.

Outcome 1: Tourism revenue generated by Babeldaob states is increased by 25%.
Activity 1.1: States develop tourism products.
State Sub-activity
1. Conduct assessment
opportunities.

of

"visitor

experience"

2. Develop a visitor experience product (cultural, nature
based, and/or adventure tourism, and may be terrestrial
and marine) that can be sold to a visitor.

3. Develop infrastructure for tourism.

a. States identify physical infrastructure needs (e.g., trails,
toilets, signage, parking, and access).
b. With the assistance of the national government, create
action plan for building tourism infrastructure.

c. State public works construct infrastructure using best
practice identified by the Government of Palau.
4. Develop tourism infrastructure management plan (for
example, trail and management).
5. States implement the infrastructure management plan.

Palau Sub-activity
1. Palau Visitors Authority (PVA)/Bureau of Tourism (BOT)
uses tourism site assessment tool and works with state
to conduct a tourism assessment.
2. BOT, BTA, and PVA works with state to develop tourism
product.

Outputs
1. Babeldaob tourism products that reflect the Pristine
Paradise. Palau brand.

a. Conduct a state tourism asset inventory.
b. Examine tourism product experiences and packaging
possibility.
c. PVA include new state tourism product in their existing
marketing plan.
d. BOT develop visitor satisfaction instruments to assist
states to manage their tourism.
3. Support state tourism infrastructure development

3. Tourism product assessment report.

a. BOT and other relevant agencies facilitate
identification of needed physical infrastructures and
development of action plan for construction and
management.
b. Secure funds and technical expertise to support state
tourism infrastructure development and management
(including protected areas network (PAN) support,
bilateral and global funding mechanisms, as
appropriate).
b1. Government of Palau aggregate existing construction
best practices and make available for states.
b2. Capital Investment Program engineering expertise
for state infrastructure.
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6. Market tours.
a. Trial test tourism product with PVA and tourism sector
in Palau.
b. Agree to a final product with PVA.

4. PVA integrate Babeldaob State tourism products into
their marketing plans/strategies.
a. Appoint a tourism marketing expert to refine the
Babeldaob State tourism products in line with Palau's
Pristine. Paradise brand and projected tourism arrival
numbers and niche markets.

Activity 1.2: Provide incentives for tourism businesses to conduct operations in Babeldaob.
State Sub-activity
1. States identify specific tourism products to be a part
of the tourism circuit.

8. Babeldaob tourism promotion strategy (within PVA's
overall strategic action plan) prepared.

Palau Sub-activity
1. Bureau of Tourism (BOT), Belau Tourism Association,
and PVA work with states to develop tourism circuit
framework

Outputs
1. Indicative tourism circuit tours (e.g., Iluochel Tour,
Milad Tour, and Ngetelngal Tour).

2. BOT identifies suitable national- and state-level
incentives to attract tourism businesses in Babeldaob
(e.g., tax breaks).
3. Provide state-level incentives for tour operators and 3. Provide national level incentives to identified types of
homestay concerns.
tourism businesses.
Outcome 2: Tourism at the state level is increased through strengthened institutional capacity.

2. Report listing incentives available to national and state
governments to implement.

State Sub-activity
1. Develop enabling legislation for management of state
tourism sector.

Outputs
1. State-level tourism legislation developed.

2. States enter into agreement to develop and participate
in circuit tours with PVA, BOT, and tour operators.

Activity 2.1 State governments create institutional structures to facilitate sustainable tourism.

a. Develop regulations articulating conduct of tours,
code of ethics, PAN regulations, tourism fees, and fines.

Palau Sub-activity
1. BOT assists states to develop enabling legislation
and/or regulations relating to tourism sector
management and ensures these are harmonized.
2. BOT assists state with developing processes, programs,
and SOPs to manage tourism sector and ensures these
are harmonized.

3. National- and state-level tourism business incentives
provided.

2. State-level tourism regulations, including sustainable
tourism activities in PANs, developed.
3. Schedule of tourism fees and fines developed.
4. System to equitably distribute tourist fees among
states established.
5. State tourism administrative SOP developed.

b. Develop instruments for implementing tourism sector
management (i.e., forms, and standard operating
procedures (SOPs)).
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2. Establish a tourism desk/department to oversee State
tourism sector.
a. Develop mandate.
b. Identify and appoint staff.

c. Develop strategy to implement the mandate including
staff with roles and responsibilities.
3. Implement results-based management training for 3. Support the development and implementation of
their staff.
results-based management training modules for states.
Activity 2.2: Increase capacity of states to manage tourism.
State Sub-activity

1. Develop state-specific tour guide training module.
2. Implement training module.
3. Develop state-specific tour guide certification.

Palau Sub-activity
1. BOT and relevant experts work with states to develop
state-specific tour guide training modules.
2. Support states in implementing the tour guide training
modules.
3. Develop a national tour guide certification program.
a. BOT integrates state-specific tour guide training
modules into national tour guide certification program.

6. State tourism personnel capacitated to implement
tourism strategies.
Outputs
1. Tour guide training modules prepared
implemented at the national and state levels.

and

2. Tour guide certification programs at the national and
state levels implemented.

Note: The numbering in the table columns do not align across. They depict the number of sub-activities at the state-level or the national-level. When read horizontally, the sub-activities at both the
state and national levels are aligned with a specific output.
Source: Government of Palau (Steering Committee and Stakeholders’ Working Group during their meeting on 22 July 2020).
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Table 8: Goal 3: Effective urban planning and management of public assets, including built, natural, and cultural resources
Goal 3: Effective urban planning and management of public assets, including built, natural, and cultural resources.

Outcome 1: Governance policies and procedures facilitate continual implementation of state master plan over a long-term cycle.
Activity 1.1 Establish governance policies and procedures and improve capacity for their uptake and use.
State Sub-activity
1. Adopt governance policies and incorporate these into
transition reports; and create visuals, e.g., posters for the
wall that facilitate uptake.
2. Develop orientation materials and training modules
that include history, purpose, overview, budget ties,
reporting requirements, and immediate next steps for
state master plans, for new administrations.
3. Include the state master plan in budget requests and
reporting.

Palau Sub-activity
1. Draft governance policies that mandate uptake of
participatory plans across administrations.

Outputs
1. National and state policies adopted.

2. Create templates for an orientation manual and for
other procedures to improve transitions between
administrations.

2. Each state has an orientation manual.

State Sub-activity

Palau Sub-activity
1. Enact House Bill-10-78-5 (Planning Act).

Outputs
1. Olbuul Era Kelulau (OEK) planning law establishing
regional planning commission.
2. Planning laws established in all states.

2. Support the development of the mandate of state
planning commissions.

3. State planning commissions established.

3. Create a system of accountability that ties state master 3. Quarterly/annual reports prepared.
plans to budget requests (monitoring and evaluation),
including requirements and templates.
4. States participate in capacity-building modules on 4. Develop and implement capacity-building modules on 4. Capacity-building modules implemented.
policy and procedures
policies and procedures.
Outcome 2: State urban decision making and implementation is supported by the Bureau of Budget and Planning to strengthen regional and state urban planning and regulatory
systems.
Activity 2.1 Establish state level institutional mechanisms for urban planning and management of public assets.

1. Enact State Planning Law according to the national
Planning Act.
2. Establish state planning commission according to the
State Planning Law and national Planning Act.
a. Develop program mandate.
b. Identify and appoint staff.

c. Develop strategy to implement program mandate.
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3. Participate in the preparation of the integrated 3. BBP to support states in preparation of integrated
planning guidelines.
planning guidelines for state master plans in accordance
with the Planning Act and in consultation with the states.
a. Endorse the planning guidelines.
4. Establish state planning office.

4. Integrated planning guidelines for state master plans
prepared.

4. Support the development of the mandate of the state
planning offices.

5. State planning offices established.

b. Develop mandate of the state planning office to
include database development and management,
planning, and development control.
c. Develop strategy to implement the mandate, including
staff with roles and responsibilities.
5. Implement training on the integrated planning
guidelines to their staff.
6. Implement training on community engagement.

5. BBP to prepare process for developing state master
plans.

6. Guidelines/templates for state planning process to
develop state master plan.

6. Prepare a training module for the states on the
application of the integrated planning guidelines.
7. Prepare a training module on community engagement
for the states.
Activity 2.2: Improve the quality of data and analytical inputs for statutory plans.

7. Training module on integrated planning guidelines for
state master plans prepared and implemented.
8. Training module on community engagement prepared
and implemented.

State Sub-activity
1. Maintain the database of planning-related information
(related to Goal 1, Activity 3.1).
2. Conduct community hazard mapping (CHM).

Palau Sub-activity
1. Palau Automated Land and Resource Information
Service (PALARIS) to provide training to states on data
collection and use of information.
2. Support states in the development of CHM
methodologies and tools.

2. CHM conducted.

a. Identify and appoint staff.

a. Develop the mandate of an ad hoc CHM team.
b. Identify and recruit ad hoc CHM team.
c. Prepare CHM activity plan.

3. Provide technical support to states in the preparation
of community hazard maps using existing information on
areas affected by coastal flooding, vulnerable to tsunami,
with high risk to sea level rise, and with steep slopes.

d. Undertake CHM activities.

4. Prepare flood zone maps based on hydrological and
hydraulic modelling assessments using topography
derived from planned light detection and ranging
(LiDAR) study.
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5. Update PALARIS’s landslide risk map based on
proposed LiDAR survey, ground truthing, and geotechnical survey and assessment.
3. Validate hazard risk maps.
6. Provide states with hazard risk maps.
4. Map areas well-suited for agricultural production and
develop state-level legislation.

5. Map the location of wells and boreholes.
6. Map the location of surface water abstraction points.
7. Map state-owned lands.

8. Airai State to delineate airport impact zone and
prepare land use regulations.

7. Compile information and prepare hazard risk maps.
8. Support states in mapping areas well-suited for
agricultural production and develop national legislation
to prohibit the conversion of well-suited lands for crop
production to urban use.

9. Support states in mapping wells and boreholes and
undertake hydro-geological modelling.
10. Support states in mapping the location of surface
water abstraction points and conduct topographic
analysis.
11. Support states in mapping state-owned lands.
12. Support Airai State in delineating the airport impact
zone and in preparing land use regulations.

Outcome 3: Increase the number of states carrying out integrated planning.
Activity 3.1: Update/prepare national and state master plans.
State Sub-activity
Palau Sub-activity
1. Update the National Master Development Plan.

2. BBP to prepare process in consultation with states for
developing state master plan.

1. State planning commission to prepare state master
plan updating/preparation terms of reference (TOR).
2. Conduct bidding for consultancy services on state
master plan updating/preparation.

3. Support states in the preparation of harmonized TORs
for the updating/preparation of state master plans based
on integrated planning guidelines.
4. Support states in the evaluation of bids.
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4. Landslide risk map updated.

5. Community hazard risk maps developed.
6. Map of areas with soils suited for crop production
developed.
7. National and state legislations to prohibit the
conversion of well-suited lands for crop production to
urban use developed.
8. Map of recharge zones of groundwater aquifers
developed.
9. Map of catchment areas of surface water sources
developed.
10. Map of state-owned lands developed.

11. Map of and regulations on airport impact zone
developed by Airai State.
12. Key planning datasets available in states.

13. Report on 'What we have and what we need to get'
in order to engage in this planning process.
Outputs
1. Updated National Master Development Plan.

2. Guidelines/templates for state planning process to
develop state master plan prepared.
3. TOR for updating/preparation of state master plans
prepared.
4. Updating/preparation of state master plans awarded.
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3. Oversee the preparation of the state master plan to
ensure the compatibility of uses of land and marine
resources among stakeholders.
4. Conduct community consultations.
5. Approve the updated/new state master plan.

5. BBP endorses the updated/new state master plan.

5 Climate-resilient, risk-sensitive, and integrated state
master plans updated/prepared.
Activity 3.2: Review and amend national and state legislations and regulations that facilitate local investment and entrepreneurship.
State Sub-activity
Palau Sub-activity
Outputs
1. Establish an ad hoc state task force to conduct gap 1. Establish a national task force comprising 1. National and state task forces established.
analysis in each state.
representatives from national and state governments.
a. Develop the mandate and consultative modus 2. Support the states in developing the mandate of the
operandi of the ad hoc state task force.
state task force. Coordinate the process for consultations
locally, inter-state and with the national government.
Incorporate state-level priorities for legislative
amendments into a draft national law to be circulated
and discussed with all state governments.
b. Identify and recruit members of the ad hoc state task
force.
c. Orient and, as required, train the members of the ad
hoc state task force on their mandate and
responsibilities.
d. Prepare activity plan.

2. Ad hoc state task force consults with local
communities to determine local priorities for amending
corporation regulations as it affects Palauan
entrepreneurs and investors with a view to enhancing
financial protections and increasing creditworthiness of
Palauan entrepreneurship.
3. Ad hoc state task force reviews and recommends
amendments to national and state legislations
(protection from social obligations through appropriate
fiduciary
guidelines,
measures
to
improve
creditworthiness of Palauan entrepreneurs and investors,
and regulations that pertain to ease-of-doing business
(e.g., streamlining the permitting process).

3. Through a coordinated state consultation process,
review and amend corporation regulations to improve
financial protections for Palauan entrepreneurs and
investors, and thereby enhance their creditworthiness
and access to commercial credit.
4. Based on results of state-level consultative process,
draft amended or new legislation (as required) to protect
Palauan entrepreneurs and investors.
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2. Increased Palauan business formation and commercial
credit to Palauan enterprises to support investment in
new and expanded rural enterprises.
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5. National task force ensures that proposed state
legislations and regulations are harmonized.
6. National task force to recommend amendments to
OEK.
7. OEK to prepare and enact amendments to relevant
national legislations and regulations.
4. Ad hoc state task force recommends amendments to
state legislature.
5. State legislature prepares and enacts amendments
related to relevant state legislations and regulations.

3. Relevant national and state laws and regulations
pertaining to Palauan business development and growth
thoroughly reviewed and appropriately amended and
enacted into law.

Outcome 4: National and state infrastructure are adequately funded and maintained.
Activity 4.1: Identify and prioritize critical infrastructure maintenance needs.
State Sub-activity
Palau Sub-activity
Output
1. Public Works Department to conduct an inventory of 1. Bureau of Public Works/Capital Investment Program 1. Inventory and assessment report of existing
existing infrastructure and their conditions and assess will provide expertise to help states with assessment of infrastructure.
their needs. (e.g., roads, state buildings, ports, airports, infrastructure.
and wells).
2. States build a database that is regularly updated and 2. Support the states in developing and managing their 2. Database on state infrastructure established.
integrated into available state data sets.
database.
Activity 4.2: Develop and implement training program for improved governance and public infrastructure management for states.
State Sub-activity
Palau Sub-activity
Output
1. State collaborates with national on assessment.
1. Bureau of Public Works to conduct assessment of state 1. National and state training teams established.
training needs
2. State participates in training.
2. Design a training program and impart training on 2. Training and workshops delivered.
governance and public infrastructure, including longterm fiscal planning, fiscal reporting, and fiscal asset
management for states.
3. Fiscal planning and fiscal reports on the state master 3. Monitoring and evaluation system includes reporting 3. Quarterly/annual reports prepared.
plan address public assets.
on public asset management (tied to outcome 1).
Outcome 5: States plan and recruit for livable neighborhoods that facilitate a sense of community.
Activity 5.1: State to identify and make available areas for community gardens, public parks, swimming holes, recreation, and customary events
State Sub-activity
Palau Sub-activity
Output
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1. Establish criteria to identify areas suitable for 1. Impart training to states on best practices, locally and
community gardens, and public parks.
internationally, on suitable locations, planning, and
maintenance of public spaces.
2. Identify available public lands and prepare 2. Bureau of Land and Survey and Environmental Quality
development plans for these.
Protection Board support states in identifying available
public land is available.
3. Establish park management department/desk.
a. Develop the park management department/desk's
mandate.
b. Identify and recruit staff.
c. Orient the staff on their mandate.
4. Park management department/desk carries out 3. Ministry of Community and Cultural Affairs leads the
programs in public spaces that facilitate sense of development of frameworks for programs that can be
community.
held in public spaces.
Activity 5.2: States recruit small or unique businesses to enhance livability of the community.
State Sub-activity
Palau Sub-activity
1. Identify suitable businesses.
1. National government provides guidelines on
attracting small businesses to neighborhoods, including
tax and financial incentives, targeted business types, and
minimum standards.
2. Develop a leasing program for the business
establishments.
3. Solicit expressions of interest and grant leases to 2. Support states and local businesses in identifying
qualified persons/establishments.
sources of capital.
4. Procure supplies and equipment for maintenance 3. Support states in looking for funds for supplies and
works.
equipment.
5. Develop and maintain public spaces.

1. Areas for public spaces in the states identified,
developed, and maintained.

2. Public participation in ongoing programs.

Output
1. State government programs actively pursue small
business development in neighborhoods.

2. Suitable businesses established.

Note: The numbering in the table columns do not align across. They depict the number of sub-activities at the state-level or the national-level. When read horizontally, the sub-activities at both the
state and national levels are aligned with a specific output.
Source: Government of Palau (Steering Committee and Stakeholders’ Working Group during their meeting on 22 July 2020).
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B.

Proposed Development Scenario

The proposed development scenario provides a visual illustration of how the strategy area may look
after KBRUDSAP has been implemented. It shows the indicative locations of existing and proposed
subdivisions, as well as the illustrative locations of tourist attractions and tourism clusters. The
scenario may be adjusted as KBRUDAP’s implementation proceeds and adjustments are made
because of evolving conditions in the future.
Figure 8: Proposed Development Scenario
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VII. OUTLINE INVESTMENT FRAMEWORK AND ROLLING CAPITAL
INVESTMENT PROGRAM
The KBRUDSAP is backed by a long-term
Outline Investment Framework (OIF) and a
rolling Capital Investment Program and
Action Plan (CIP-AP). As agreed with the
stakeholders, 49 the planning horizon shall be
up to 2030 that is in accordance with the
envisaged planning period of the to-beupdated NMDP 2020. Implementation shall
be in three phases; namely, short-term (2020–
2023) which is in time for the review of phase
1 of the Compact, medium-term (2024–2026),
and long–term (2027–2030).
The proposed OIF and CIP-AP takes off from
the state-focused goals. It provides the link by
which the intended outcomes and outputs
may be achieved through quantifiable and
time-bound actions. The OIF and CIP-AP give
suggestions on who may be responsible for
the implementation of each action, and
provide estimated costs for each.
The OIF and CIP-AP are shown in Table 10,
while the descriptions of the actions are in
Volume 2: Appendixes.

Figure 9: Structure of KBRUDSAP
Vision 2030
Sub-vison for Koror and
Babeldaob

3 Phases
• Short-term: 2020
−2023;
• Medium-term:2024−
2026; and
• Long-term: 2027−2030.

State-focused Goals
Preferred Development
Scenario

Long-term Outline Investment
Framework 2020-2030
Rolling Capital
RollingProgram
Capital
Investment
RollingProgram
Capital
Investment
and Action Plan
Investment
Program
and Action Plan
and Action Plan
Source: Technical assistance consultant.

Figure 10: Linking Activities and Outputs

Activity

Outputs

Outcomes

OIF and
CIP-AP
Source: Technical assistance consultant.

Several other actions were identified during the strategy development that are national in scale
which were already planned for by Palau, and considered important to support developments in
the strategy area. The intent for KBRUDSAP is to have a strong state focus; hence, these national
level actions are not included in the OIF and CIP-AP but are provided in Volume 2: Appendixes.

49
Agreements on these were reached during the first (15 August 2019) and second (5 September 2019) Roundtable
Discussion Group meetings held in Koror. These were validated during the first and second meetings of the Steering
Committee.
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Table 9: Outline Investment Framework 2020–2030 and Capital Investment Program and Action Plan 2020–2023

10.75

5.46

18.76

4.13

0.00

0.50

1.21

1.71

3.42

4.13

0.00

0.50

1.21

1.71

3.42

0.50

0.50

0.50

1.50

0.71

0.71

1.42

0.50

0.50

Unsecured

1.50



2

MPIIC/states

TBD

Unsecured

2.13



3

MOF/states

TBD

Unsecured

0.50





28.16

0.00

1.45

9.04

3.50

13.99

27.82

0.00

1.45

8.70

3.50

13.65



Page | 43

Total
(US$ million)

2.55

TBD

NA

2023

0.00

MPIIC/states

MCCA

2022

33.94

1

1

Budget by Year (US$ million)
2021

Implementation
Phase
2027–
2030

Funding
Status3

Estimated
Cost (US$
million)

2024–
2026

Goal 1: Resilient housing and livable
neighborhoods.
Outcome 1: Babeldaob states are
provided with appropriate regional level
infrastructure.
Develop regional
infrastructure to support
1.1
housing and neighborhoods
development in Babeldaob.
Establish public transport
1.1.1
services in Babeldaob.
Establish satellite commercial
service centers with rest
1.1.2
stops/scenic view stops in
Babeldaob.
Establish one-stop shop for
government services,
including payment center for
1.1.3
standardized tourism fees
for all states in Babeldaob.
Outcome 2: New or expanded
subdivisions in all 10 states of
Babeldaob.
State governments identify
and develop housing tracts
2.1
to accommodate housing
needs of their constituents.
National Housing Policy
2.1.1
enacted.

Lead Agency

Source
of
Funds2

2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

Koror–Babeldaob Resilient Urban Development Strategy and Action Plan
Volume 1: Main Report

2.1.2

2.1.3
2.1.4
2.1.5
2.1.6

2.1.7

2.1.8

Conduct participatory
surveys to ascertain
community views on
meeting current and future
housing needs.
Set aside public lands for
housing development and it
is "shovel ready" for
construction.
Prepare and adopt
subdivision planning
standards and building code.
Prepare and adopt
geotechnical design manual.
Prepare housing subdivision
plan.
Provide national government
'assistance' package for
subdivision earthmoving
permits and infrastructure
design.
Ensure that physical
characteristics of
subdivisions foster
neighborhood interactions
and instills sense of place
and belonging among
residents.

2

MCCA/states

TBD

3

States/PALARIS

NA

4

BBP

TBD

Unsecured

0.30



5

MPIIC

TBD

Unsecured

0.30



Partly
secured

Included in
item 2.1.11.







Partly
secured

Included in
item 2.1.11.







Partly
secured

Included in
item 2.1.11.







6

States/PHA

7

EQPB/MPIIC

8

States/PHA

Partly
covered
by
Mega
Bank
Partly
covered
by
Mega
Bank
Partly
covered
by
Mega
Bank

Unsecured

0.15
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0.15







Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

0.15



0.30
0.30

0.30
0.30
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2.1.11

Site development works in
new subdivision completed.

11

States/PHA

Partly
covered
by
Mega
Bank

Partly
secured







Included in
item 2.1.11.







2.1.11a

Develop housing subdivision
in Airai.

States/
PHA/NDBP

Mega
Bank

Secured

2.40



2.1.11b

Develop housing subdivision
in Melekeok.

States/
PHA/NDBP

Mega
Bank

Secured

3.50



2.1.11c

Develop housing
subdivisions in other
Babeldaob states.

States/
PHA/NDBP

Partly
secured

21.17



2.2
2.2.1
2.2.2
2.2.3

States develop and
implement lease/housing
program.
Prepare and adopt processes
to administer lease/housing
program.
Adopt legislation for
housing/leasing program.
Adopt regulations that
mitigate negative

Partly
covered
by
Mega
Bank

0.34
Unsecured





0.00

1

States/BBP

TBD

2

States

NA



3

States

NA
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0.34

1.00



0.00

Total
(US$ million)

2023

10

NA

Budget by Year (US$ million)
2022

Prepare work plan for
subdivision development.

EQPB

Estimated
Cost (US$
million)

2021

2.1.10

Funding
Status3

2027–
2030

9

Source
of
Funds2

2024–
2026

Approve subdivision
Environmental
assessment/environmental
impact statement.

2.1.9

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

2.40

2.40

2.50

3.50

3.50

3.50

7.00

0.34

0.00

0.34

0.34

0.34

Koror–Babeldaob Resilient Urban Development Strategy and Action Plan
Volume 1: Main Report

Adopt a housing/leasing
program.
Outcome 3: Residents of states easily
access social services and have
increased options in business
enterprises.
Develop and implement
strategies to support
3.1
vulnerable and at-risk
populations
Develop a regional support
service plan (e.g., police, fire,
hospital, senior citizen, and
3.1.1
health) to accommodate
projected Babeldaob Urban
Growth.
Create enabling conditions
3.2
to encourage business
development and patronage.
3.2.1
Establish commercial zones.
Establish state-level business
3.2.2
incentives.
Design and deliver training
and
3.2.3
certification/accreditation
program.
Increase the number of
3.2.4
Palauan entrepreneurs and
investors.
2.2.4

4

1

States

BBP/states

NA

TBD

Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

environmental impacts of
housing construction.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030



Unsecured

1.65

0.00

0.60

0.50

0.25

1.35

0.45

0.00

0.15

0.00

0.00

0.15

0.45





0.15



1.20

0.00

0.15

0.45

0.50

0.25

1.20

0.50

0.25

1.00

1

States

TBD

Unsecured

1.00



0.25

2

MOF/states

TBD

Unsecured

0.10



0.10

0.10

3

MPIIC/states

TBD

Unsecured

0.10



0.10

0.10

4

States/private
sector

NA
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1

States/
PVA/BOT

TBD

Unsecured

1.1.2

Identify tourism products
available in each state.

2

States/BOT/
BTA/PVA

TBD

Unsecured

1.1.3

Prepare tourism product
assessment report.

3

States/BOT/
BTA/PVA

TBD

Unsecured

4

States/BOT/
BTA/PVA

TBD

Unsecured

5

States

NA

6

States/
BOT/Bureau of
Public Works

TBD

7

States

NA

8

States/PVA

TBD

1.1.4
1.1.5
1.1.6
1.1.7
1.1.8
1.2

Prepare directory of best
practices for tourism
development.
States use visitor satisfaction
instrument.
Develop state tourism
infrastructure.
State implement tourism
management plans.
Prepare a Babeldaob tourism
promotion strategy.

Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Goal 2: Palau's tourism industry benefits
Palauan people.
Outcome 1: Tourism revenue generated
by Babeldaob states is increased by
25%.
States develop tourism
1.1
products.
Develop Babeldaob tourism
products that reflect the
1.1.1
"Pristine Paradise. Palau"
brand.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

21.29

0.00

2.68

2.53

2.49

7.70

20.95

0.00

2.60

2.27

2.49

7.36

20.76

0.00

2.50

2.27

2.40

7.17

0.23
Included in
item 1.1.1
above.
Included in
item 1.1.1
above.
Included in
item 1.1.1
above.

0.23



0.23







Unsecured

Unsecured

Provide incentives for
tourism businesses to

20.40

0.13
0.19
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2.27

2.27


0.00

0.10

0.00

2.27

6.81

0.13

0.13

0.09

0.19

Koror–Babeldaob Resilient Urban Development Strategy and Action Plan
Volume 1: Main Report

Identify indicative circuit
tours (e.g., Iluochel Tour,
1.2.1
Milad Tour, and Ngetelngal
Tour)
Prepare report listing
incentives available to
1.2.2
national and state
governments to implement.
Provide national- and state1.2.3
level tourism business
incentives.
Outcome 2: Tourism at the state level is
increased through strengthened
institutional capacity.
2.1
2.1.1
2.1.2

2.1.3

State Governments create
institutional structures to
facilitate sustainable tourism.
Develop state-level tourism
legislation.
Develop state-level tourism
regulations, including
sustainable tourism activities
in PANs.
Develop schedule of tourism
fees and fines, including
system to equitably
distribute tourist fees among
states.

1

States/BOT/
BTA/PVA

TBD

Unsecured

0.09



2

States/BOT

TBD

Unsecured

0.10



3

States/MOF

NA

0.09

0.10

Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

conduct operations in
Babeldaob.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

0.09

0.10


0.34

0.00

0.08

0.26

0.00

0.34

0.21

0.00

0.08

0.13

0.00

0.21

1

States/BOT

TBD

Unsecured

0.08



2

States/BOT

TBD

Unsecured

Included in
item 2.1.1
above.



3, 4

States/BOT

TBD

Unsecured

Included in
item 2.1.1
above.
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2.1.4
2.1.5
2.2
2.2.1
2.2.2

Develop state tourism
administrative SOPs.
Increase the capacities of
state personnel to
implement tourism
strategies.
Increase capacity of states to
manage tourism.
Prepare and implement tour
guide training modules at
the national and state levels.
Implement tour guide
certification programs at the
national and state levels.

States/BOT

TBD

Unsecured

Included in
item 2.1.1
above.

6

States/BOT

TBD

Unsecured

0.13

States/BOT

TBD

2

States/BOT

NA

Unsecured

1

States/BBP

0.13

0.13


0.00

0.00

0.13

Total
(US$ million)
0.13

0.00

0.13



0.13
0.13



Goal 3: Effective urban planning and
management of public assets including
built, natural, and cultural resources.
Outcome 1: Governance policies and
procedures facilitate continual
implementation of state master plan
over a long-term cycle.
Establish governance policies
and procedures and improve
1.1
capacity for their uptake and
use.
Adopt national and state
policies that mandate uptake
1.1.1
of participatory plans across
administrations.



0.13
1

2023

5

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

NA

12.13

0.00

3.78

3.11

2.37

9.26

0.07

0.00

0.00

0.07

0.00

0.07

0.07

0.00

0.00

0.07

0.00

0.07
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2

States/BBP

NA



3

States

NA



4

States/BBP

TBD

Unsecured

0.07

Total
(US$ million)

2023

0.07



0.07

3.50

0.00

1.31

0.72

0.79

2.82

1.50

0.00

0.09

0.09

0.69

0.87

0.01

0.01

0.01

0.03

0.60

0.60

0.08

0.24

2

OEK

NA



4

States

NA



5

States

TBD

Unsecured

0.10



6

BBP/states

TBD

Unsecured

0.60



7

States

TBD

Unsecured

0.80
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Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Prepare orientation manual
to improve transition
between administrations.
Quarterly/annual reports
1.1.3
prepared.
Develop and implement
1.1.4
capacity-building modules
on policies and procedures.
Outcome 2: State urban decision
making and implementation is
supported by the Bureau of Budget and
Planning to strengthen regional and
state urban planning and regulatory
systems.
Establish state level
institutional mechanisms for
2.1
urban planning and
management of public
assets.
Enact OEK Planning Law
2.1.1
establishing regional
planning commission.
Establish planning laws in all
2.1.2
states.
Establish state planning
2.1.3
commissions.
Prepare integrated planning
2.1.4
guidelines for state master
plans.
Establish state planning
2.1.5
offices.
1.1.2

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030









0.08

0.08
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2.1.6

2.1.7

2.1.8
2.2
2.2.1

8

BBP/states

TBD

Unsecured

Included in
item 2.1.4.



9

BBP/states

TBD

Unsecured

Included in
item 2.1.4.



10

BBP/states

TBD

Unsecured

Included in
item 2.1.4.



2.00

0.00

1

PALARIS

TBD

Unsecured

0.07



1.22

0.63

0.07

0.10

Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Prepare
guidelines/templates for
state planning process to
develop state master plan.
Prepare and implement
training module on
integrated planning
guidelines for state master
plans.
Prepare and implement
training module on
community engagement.
Improve the quality of data
and analytical inputs for
statutory plans.
Provide training to states on
data collection and use of
information.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

1.95
0.07

2.2.2

Conduct community hazard
mapping.

2

States/ PALARIS

TBD

Unsecured

Included in
items 2.2.3
and 2.2.4.



2.2.3

Prepare flood zone maps.

3

States/ PALARIS

TBD

Unsecured

0.50



0.50

2.2.4

Update landslide risk maps.

4

States/ PALARIS

TBD

Unsecured

0.20



0.10

0.10

0.20

2.2.5

Develop community hazard
risk maps.

5

States/ PALARIS

TBD

Unsecured



2.2.6

Map areas well-suited for
crop production.

Included in
items 2.2.3
and 2.2.4.

6

States/ PALARIS

TBD

Unsecured

0.20



0.10

0.10

0.20
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2.2.7
2.2.8
2.2.9
2.2.10
2.2.11
2.2.12
2.2.13

7

OEK/states

NA

8

States/ PALARIS

TBD

Unsecured

0.25

9

States/ PALARIS

TBD

Unsecured

0.50

10

States/ PALARIS
Airai
State/
MPIIC/PALARIS
States/
PALARIS/States

TBD

Unsecured

0.20



TBD

Unsecured

0.08



NA



States

NA



11
12
13

3.1.1

3.1.2

Update/prepare national and
state master plans.
Update the National Master
Development Plan.
Prepare
guidelines/templates for
state planning process to
develop state master plan.

1

2

BBP/MOF

BBP/states

TBD

TBD

Total
(US$ million)

2023

2022

Budget by Year (US$ million)



Outcome 3: Increase the number of
states carrying out integrated planning.
3.1

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Prepare national and state
legislations to prohibit the
conversion of well-suited
lands for crop production to
urban use.
Map recharge zones of
groundwater aquifers.
Map catchment areas of
surface water sources.
Map state-owned lands.
Prepare map and regulations
on airport impact zone.
Key planning datasets
available in states.
Report on 'What we have
and what we need to get' in
order to engage in the
planning process.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030





0.25



0.10

0.25

0.50

0.20

0.20
0.08



0.20

0.08



4.71

0.00

1.87

1.57

1.28

4.72

4.41

0.00

1.57

1.57

1.28

4.42

0.61

0.61

Unsecured

1.21



Unsecured

Included in
item 2.1.6
under Goal
3, Activity
2.1.
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3

BBP/states

NA

4

States

TBD

Unsecured

3.20



5

States

TBD

Unsecured

Included in
item 3.1.4.



Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Prepare TOR for
updating/preparation of
state master plans.
Prepare and adopt
3.1.4
updated/new state master
plans.
Prepare climate-resilient,
risk-sensitive, and integrated
3.1.5
state master plans
updated/prepared.
Review and amend national
and state legislations and
3.2
regulations that facilitate
local investment and
entrepreneurship.
Establish national and state
3.2.1
task forces.
Increase Palauan business
formation and commercial
credit to Palauan enterprises
3.2.2
to support investment in
new and expanded rural
enterprises.
Review and enact
amendments to national and
state laws and regulations
3.2.3
pertaining to Palauan
business development and
growth.
Outcome 4: National and state
infrastructure are adequately funded
and maintained.
3.1.3

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030



0.30

0.00

0.96

0.96

1.28

3.20

0.30

0.00

0.00

0.30

1

States/
MOF/MPIIC

TBD

Unsecured

0.20



0.20

0.20

2

States/
MOF/OEK

TBD

Unsecured

0.10



0.10

0.10

3

OEK/States

NA



1.60
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4.1
4.1.1
4.1.2

Establish database on state
infrastructure.

Develop and implement
training program for
4.2
improved governance and
public infrastructure
management for states.
Establish national and state
4.2.1
training teams.
Deliver trainings and
4.2.2
workshops.
Prepare quarterly/annual
4.2.3
reports.
Outcome 5: States plan and recruit for
livable neighborhoods that facilitate a
sense of community.
States to identify and make
available areas for
community gardens, public
5.1
parks, swimming holes,
recreation, and customary
events
Identify, develop, and
5.1.1
maintain areas for public
spaces in the states.

0.70

0.00

1

States/MPIIC

TBD

Unsecured

0.70



2

States/MPIIC

TBD

Unsecured

Included in
item 4.1.1.



0.90
1
2
3

1

States/
MPIIC/MOS
States/
MPIIC/MOS
States

States/
BLS/EQPB

0.00

TBD

Unsecured

Included in
item 4.2.2



TBD

Unsecured

0.90



NA

TBD



Unsecured
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0.00

Total
(US$ million)

2023

Budget by Year (US$ million)
2022

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Identify and prioritize critical
infrastructure maintenance
needs.
Prepare an inventory and
assessment report of existing
infrastructure.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

0.30

0.40

0.70

0.30

0.40

0.30

0.30

0.30

0.90

0.30

0.30

0.30

0.90

0.70



2.25

0.00

0.00

0.05

0.00

0.05

2.20

0.00

0.00

0.00

0.00

0.00

2.00



0.00
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5.1.2
5.2

5.2.1
5.2.2

Establish suitable businesses.

2

States/MCCA

TBD

Unsecured

0.20

1

States

TBD

2

States/private
sector

NA

Unsecured

67.36

TBD = to be determined.
NA = not applicable (the Action is not considered a capital investment).
Source: Technical assistance consultant.

3

0.00

0.05

0.00

0.05




Total
(US$ million)

2023

2022

0.00
0.00



Total-all Goals

Key to source of funds

0.05

Budget by Year (US$ million)



0.05

Notes:
Refers to the output in the state-focused goals matrix that the action
1
responds to.
2

Estimated
Cost (US$
million)

2021

Funding
Status3

2027–
2030

Source
of
Funds2

2024–
2026

Carry out programs in public
spaces that facilitate sense of
community.
States recruit small or unique
businesses to enhance
livability of the community
Undertake state programs to
actively pursue small
business development in
neighborhoods.

Lead Agency

Implementation
Phase
2020–
2023

Goal/ Outcome/ Activity/ Action

Linked
Output
within
the
Goal1

Capital Investment Program and Action Plan
2020–2023

2020

Outline Investment Framework 2020–2030

0.05

0.05


0.00

9.01

16.39

10.32

35.72

Key to funding status
Secured - loan/ grant agreement with development partner has been signed; or the government already has
specific budget allocation
Planned - Palau is already in discussion with a development partner even if no loan/grant agreement has been
signed yet; or the government plans to fund but there is no specific budget allocation yet
Unsecured - the funding source is unknown.
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VIII. STRATEGY FOR IDENTIFYING INVESTMENTS: SPATIAL MULTICRITERIA EVALUATION
To support the quality and transparency of KBRUDSAP’s decision-making process, the team
introduced a spatial multi-criteria evaluation (SMCE) as a method to measure and compare land in
the Koror–Babeldaob area for its suitability for housing development.
Spatial multi-criteria evaluation, alternatively referred to as spatial multi-criteria analysis or spatial
multi-criteria decision analysis, is the location-specific version of a multi-criteria analysis. It is a
process (and set of tools) that enables a group of concerned/involved stakeholders to analyze and
disaggregate a (spatial) problem into its contributing elements, and use this framework to develop
a (spatial) solution to this problem.
Major advantages of the SMCE are (i) its transparent documentation of all aspects that influence
whether a location is suitable (for housing) or not; (ii) their aggregation into a weighted average
“suitability score”; and (iii) the mapping of these scores that opens up many more analytical
opportunities than nonspatial tools, in particular the identification of geographic alternatives.
Additionally, SMCE is a highly participatory tool largely built by stakeholders concerned (planners,
investors, communities, and nongovernment organizations) and not a rigid and pre-defined model
built by foreign researchers or programmers.
Although an SMCE implementation is very flexible to adjust to different planning problems and
environments, it always consists of a few key building blocks:
1.
2.
3.
4.
5.

clarify the planning problem,
identify parameters (all elements that contribute to the planning problem),
research criteria (specifies how the parameters contribute to the problem or solutions),
define suitability scale (translates the individual units of each parameter into a common
scale that expresses different levels of suitability), and
establish parameter weights (to express relative importance of each involved parameter to
the planning problem).

Together, these building blocks form the so called “criteria tree”—the SMCE’s analytical framework.
For the KBRUDSAP, an SMCE criteria tree with 20 parameters was developed. The 20 parameters
were organized into three groups—restriction, sensitivity, and feasibility—representing different
“levels of concern” about sustainability and mitigation effort of housing development to society.
The criteria for 15 of the 20 parameters were derived from laws, regulations, and indisputable best
practices (i.e., cannot build houses in a lake). Five of 20 criteria were derived from expert judgement
because of a lack of related laws and studies applicable to Palau. A more detailed introduction to
the SMCE criteria tree is in Volume 2: Appendixes.
Each parameter in the KBRUDSAP SMCE criteria tree was connected to a relevant spatial dataset
from the PALARIS geographic information system database for Palau, allowing for the criteria tree
to be “mapped”. The result is a suitability map that was used to evaluate the suitability of the 10
subdivisions identified for housing development, and propose refinements where there are more
suitable areas in the immediate surrounding. The list of geodata used and the SMCE suitability map
produced from the criteria tree are in Volume 2: Appendixes. Finally, the existing and proposed
subdivisions for housing development were overlaid on the suitability map and evaluated for the
suitability of land within the sites and their immediate surroundings (Volume 2: Appendixes).
Although the development of a criteria tree takes time, it is not, and should not be, limited to a
“one time” use. On the contrary, need for housing, like many other planning problems, recurs and
changes over time. By permanently embedding SMCE into urban planning procedures in Palau, and
updating the criteria tree on a regular basis (e.g., when new data becomes available or new
goals/objectives are set), planners will always have the most recent and accurate suitability map to
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guide them without having to go through the development of the criteria tree from scratch every
time (Figure 11).
Figure 11: Spatial Multi-Criteria Evaluation Workflow

Geographic information system
generates suitability map

Criteria tree
developed

Stakeholders identify and discuss
relevant laws, safeguards, guidelines,
research, expert knowledge

1

Criteria tree approved or
suggestions for revisions

2

3

4
Target areas surveyed
and specific sites proposed
Source: Technical assistance consultant.
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IX.
A.

PROPOSED IMPLEMENTATION ARRANGEMENTS
Integration of KBRUDSAP

The KBRUDSAP is suggested to be mainstreamed into Palau’s planning process to enable it to serve
as a framework for the planned updating of the NMDP 2020, state master plans, sector plans by
line ministries, and future programs of development partners.
Figure 12: Integrating KBRUDSAP into Palau’s Planning Process
Na�onal

Interna�onal
covenants

Palau 2020: Na�onal Master Plan for
Development
Medium-Term Ac�on Plans
(MTDS and MAP)

Ministries/
development partners

Special purpose
and sector plans

Regional

KBRUDSAP, 2020-2030
State

State Master Plans
Source: Technical assistant consultant.

B.

Proposed Institutional Setup

The implementation of the KBRUDSAP will be led by the Bureau of Budget and Planning (BBP),
within MOF. In addition to its present core functions, the BPP may (i) provide oversight and
coordination in the implementation of KBRUDSAP; (ii) provide technical support to the RPC, SPCs,
and SPO the creation of which are provided in House Bill No. 10-78-5; 50 (iii) conduct regular
dialogues and liaison with other national government agencies, state governments, and various
stakeholder groups with regard to the preparation and implementation of master plans; and (iv)
monitor and evaluate KBRUDSAP implementation. The BBP may be supported by other government
units and agencies, such as the proposed Financial and Economic Intelligence Services under the
Office of the Minister of Finance. An advisory committee comprising of state government
representatives will guide and support the implementation of the KBRUDSAP,

50

The key planning-related functions of these three, which are provided in House Bill 10-78-5, include:
•
Regional planning commission: responsible for providing expertise and resources to the state planning
commissions and collaborating to foster cohesion among the state master plans
•
State planning commissions: prepare state master plans, subsidiary plans and development programs, land use
control laws, recommendations on capital improvement programs, and annual budget requests for capital
improvements, for review and approval of their respective state legislatures
•
State planning offices: implement the capital improvement projects and perform other duties relating to the
creation or implementation of the master plan of each state, and ensure compliance with zoning laws or
regulations
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Figure 13: Proposed Institutional Setup for KBRUDSAP Implementation
Oﬃce of the President
Government
ministries

State-owned
enterprises

Development
partners

Non-government
organiza�ons/
people’s
organiza�ons

Other
stakeholders

Private sector

Regional Planning
Commission
Ministry of Finance

State Planning
Commissions

Bureau of Budget and
Planning

State Planning Oﬃces

Source : Technical assistant consultant.

C.

Monitoring and Evaluation

High-level indicators of KBRUDSAP’s outcomes and outputs, which may serve as a guide in the
future development of the database of planning related information, have been prepared. These
indicators are suggested to be expanded to include baseline and target values once the database
has been developed. Where possible, the indicators are suggested to be disaggregated according
to sex, age, disability, nationality, and other particulars. Table 10 provides the KBRUDSAP’s highlevel outcome indicators. The full set of indicators is in Volume 2: Appendixes.
Table 10: KBRUDSAP’s High-Level Outcome Indicators
Goals and Outcomes

High-Level Indicators

Goal 1: Resilient housing and livable
neighborhoods.
Outcome 1: Babeldaob states are provided with
appropriate regional level infrastructure.
Outcome 2: New or expanded subdivisions in all 10
states of Babeldaob.
Outcome 3: Residents of states easily access social
services and have increased options in business
enterprises.
Goal 2: Palau's tourism industry benefits Palauan
people.
Outcome 1: Tourism revenue generated by
Babeldaob states is increased by 25%.
Outcome 2: Tourism at the state level is increased
through strengthened institutional capacity.
Goal 3: Effective urban planning and management
of public assets, including built, natural, and
cultural resources.
Outcome 1: Governance policies and procedures
facilitate continual implementation of state master
plan over a long-term cycle.
Outcome 2: State urban decision making and
implementation is supported by the Bureau of
Budget and Planning to strengthen regional and
state urban planning and regulatory systems.
Outcome 3: Increase the number of states carrying
out integrated planning.
Outcome 4: National and state infrastructure are
adequately funded and maintained.

Accessible regional and state-level infrastructure
are available in Babeldaob.
Each Babeldaob state has a fully occupied
residential subdivision.
Number of state residents who benefit from social
services.
Number of state residents engaged in their own
business enterprises.

Total tourism receipts in 10 Babeldaob states.
Effective tourism management in each state.

State master plans being implemented.
Strengthened urban planning and regulatory
systems at the regional and state levels.
State master plans used as a tool for sustainable
economic growth.
Well-maintained national and state infrastructure.
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Goals and Outcomes

High-Level Indicators

Outcome 5: States plan and recruit for livable
neighborhoods that facilitate a sense of
community.

Increased livability of neighborhoods.

Source: Technical assistance consultant.

The BBP is suggested to conduct monitoring and evaluation of the KBRUDSAP’s implementation,
particularly with regard to the CIP-AP. The review of the status of the implementation of the actions
may be done annually, while the full review of the CIP-AP may be done at the end of each phase.
This will facilitate the tracking of progress, taking-in of lessons, and facilitate reassessment of
activities and strategies that need to be undertaken in the succeeding year or phase.
Table 11: Periodic Monitoring of KBRUDSAP Implementation
Task
Review of the actions included in the
Capital Investment Program
Full review of implementation of the
Capital Investment Program and
Action Plan.

Timing

Responsibility

Annual

Bureau of Budget and Planning

At the end of every phase of
KBRUDSAP

Bureau of Budget and Planning

Source: Technical assistance consultant.
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