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| NTRODUCTI ON
1. The first country cooperation framework (CCF) for the Republic of Palau for

the period 1997-2001 is the result of an ongoing consultative process between
Governnment and UNDP. The process was initiated by a series of neetings,
including the md-termreview of the first country programme, in which UNDP
di scussed with Governnment the changes in the programm ng process and areas of
concentration in the com ng programing peri od.

2. A major step in the fornmulation of the first CCF for Palau was the
preparation of the advisory note, in which UNDP provided the Government with its
views on how it mght best support Pal au's devel opnent efforts. Wile the

advi sory note presented the perspective of UNDP, it was nonethel ess prepared in
consultation with the Government and non-governnental organizations (NG3s). The
advi sory note took into account the outcones of the Pacific Human Devel opnent
Report and the Suva Decl aration on Sustai nabl e Human Devel opnent, the Port Vila
and Cairo Declarations on Popul ati on and Devel opnent and the Copenhagen

Decl aration on Soci al Devel opment.

I.  DEVELOPMENT S| TUATI ON FROM A SUSTAI NABLE HUVAN
DEVELOPMENT PERSPECTI VE

The devel opnent cont ext

3. In Cctober 1994, Pal au achi eved i ndependence, thus becom ng the Pacific's
youngest nation. On 15 Decenber 1994, Palau was adnmitted to the United Nations.
Thr ough t he Conpact of Free Association, Palau nmaintains a close relationship
with the United States. A small country, located in the western-nost group of
the Caroline Islands in Mcronesia, Palau is conprised of 340 islands, totalling
392 square kil onetres of |andmass, scattered across an Excl usive Econom ¢ Zone
of 492,984 square kilonetres. The islands are hone to sone 18,000 persons, of
whom 76 per cent are ethnic Palauans, with the others nostly recent inmgrants
from Asi a.

4. The Pal au econony is prinmarily dependent upon three revenue sources,

nanmely, transfer paynents fromthe United States under the Conpact of Free
Associ ation, tourism and fisheries. O the three, Conpact funds are by far the
nost significant but these will gradually be reduced in the years 2001 and 2006
and be phased out in 2011.

5. Pal au shares with her Pacific island neighbours inportant characteristics
whi ch are constraints to devel opment, nanely: fragile ecosystens; a snall and
relatively narrow natural resource base; reliance on declining |levels of foreign
assi stance; an econony dom nated by public sector enploynent and spending; a
new y devel oping private sector; deterioration in traditional social support
systens and declining rural subsistence production; adverse terns of trade; high
unit costs for infrastructure and industrial devel opnent; human resource
deficits, which create a demand for foreign | abour even while nationals,

especi ally the young, experience sone degree of unenploynent; and vulnerability
to external shocks and disasters.
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Sust ai nabl e human devel opnent

6. The per capita gross domestic product (GDP) of Palau, at $5,833 in 1994,
was one of the highest in the region. The country also enjoys a high | evel of
human devel opnent: on the Pacific scale, with a human devel oprment index (HDI)
of 0.93 in 1991, Pal au ranked second only to the Cook Islands; on the globa
scale, Palau's HD of 0.84 ranked it anong the high-level countries. This |eve
of human devel opment has been made possi bl e by hi gh gover nment expenditures,
funded by the Conpact of Free Association. The Governnent is aware that the
par amount chal |l enge for Pal au over the thirteen years remaini ng under the
Conmpact will be to devel op a sustainabl e econom ¢ base, which will generate
donestic revenues adequate to maintain the country's current |evel of human
devel opnent .

Popul ati on

7. Prelimnary 1995 census data for Palau showed a total resident popul ation
of 17,285, of whom 76 per cent were Palauan. This represents a high annua
average growm h rate of 2.6 per cent since 1990 (up fromO0.9 per cent in 1979).
However, the growth in popul ation of resident Palauans is negligible, reflecting
low fertility and high em gration, while the nunber of foreign residents,

89 per cent of whom are workers and their dependants, is increasing at an annua
average rate of 16 per cent.

Labour force

8. The nunber of new jobs in Palau has grown at 12 per cent per annum since
1990, due primarily to high levels of private sector investment, both domestic
and foreign. A massive expansion in tourismis planned for the next decade,
conbined with an intensified public sector investnent progranme, funded under

t he Conpact. These devel opnents have the potential to double or even triple the
rate of job creation, and could accel erate popul ation growth. A grow ng inflow
of tourists and workers with their dependants woul d pl ace i ncreasing stress on
infrastructure and services, as well as on the environment and cul ture.

Heal t h

9. Pal auans have high |ife expectancy, low nortality, and a high standard of
health care, constitutionally guaranteed to every citizen. As a result of

i nproved standards of living, relatively good access to safe water, high levels
of sanitation and hygi ene, and high per capita health allocations, Palau has
successful Iy brought nost communi cabl e di seases under control. A nore i medi ate
health challenge is the control of non-comruni cabl e di seases, such as
hypertensi on, diabetes, heart conditions, and cancers. Treatnment of these

di seases requires educating and notivating the public to adopt a nore healthy
lifestyle.

Educati on
10. Pal auans enjoy constitutionally guaranteed access to twelve years of free

public education, subsidized tertiary education available locally to the
associ ate degree level, and a wi de range of public schol arship and | oan
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opportunities to support off-island tertiary study. G ven these advant ages,

Pal au has achi eved virtual universal literacy. However, nore attention needs to
be given to instilling in students appropriate attitudes towards work and

nati on-buil ding, and di screpanci es between the supply of, and demand for skills
need to be elim nated.

Poverty and deprivation

11. Pal auans have wi de access to | and and sea resources for subsistence and
cash production; 96 per cent of househol ds produce part of their own

agricul tural products, and probably an equal proportion produce some of their
own marine products. This, together with a caring and sharing ethic, both
within the famly and the wi der community, provides Palauans with a social and
econom ¢ safety net, which ensures that few go without the essentials for life -
food, clothing, shelter. However, the Government is aware that accel erating
devel opnent is beginning to restrict access to | and and sea resources, erode
their productivity, especially in the case of in-shore fisheries, and

si nmul taneously, the traditional famly and social support systens are begi nning
to weaken as a result of econom c globalization and changing cultural val ues and
that, as a result, Palau is becom ng increasingly vulnerable to the energence of
poverty, with wonen, youth, and the el derly being nost vul nerable.

VWnen

12. Pal auan wonen enjoy a high social status because of the matrilineal nature
of the society. Social status and inheritance follow the maternal |ineage and
worren play pivotal roles in traditional affairs, as, for exanple, the
appoi nt nent of chiefs. However, wonen's role in nodern western-nodelled policy
formul ati on and deci sion-making is not commensurate with their traditiona
authority. Wbnen, as Palau's primary food producers, are al so

di sproportionately affected by environnental degradation and |and alienation and
their roles are being increasingly underm ned by use of foreign farm/| abourers.

Envi r onnent

13. Palau has a conplexity of fragile ecosystens. The National Master

Devel opnent Pl an, presently under final approval by Congress, identifies three
sectors as critical for mediumterm econonic devel opnment: tourism fisheries,
and agriculture. These sectors, dependent upon exploitation of the environnent
and a natural resource base, are under increasing threat fromlifestyle choices,
| ar ge-scal e devel opnment, and uneven concentration of popul ation, particularly in
Koror. Increased environnmental awareness and commitnent, and effective policy
and regul atory frameworks are urgently required. |In order to have better access
to various global funds and their activities, Palau intends to becone a
signatory to a nunber of international instruments, such as the Convention on

Bi odi versity and the Convention on dinmate Change.

Society and culture

14. Pal au has a unique culture and social organization and its citizens are
proud of their cultural heritage and strive to maintain their identity.
However, Pal auan tradition is under pressure fromnultiple sources, notably the

/...
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medi a, tourism immgration and the cash econony. There is a perception that
traditions may be an obstacle to devel opnent; the sustainable human devel opnent
concept, which prompbtes culture as an essential nedium for devel opment, remains
sonewhat alien. The concepts of social and cultural sustainability wll
therefore need further el aboration within the context of a conprehensive
sust ai nabl e hunman devel opnent policy.

Gover nance

15. The public sector has a dominant role in the Pal au econony, evidenced by
the sector's 65 per cent contribution to GOP. The National Master Devel opnent
Plan identifies three strategies to devel op governnent capacities: a shift in
econom c activity fromthe public to the private sector, in order to enhance
productive and efficient use of resources; strengthening the efficiency and

ef fecti veness of governnent institutions; and identifying financing strategies
to offset declining assistance fromthe United States. These strategies are
conpati bl e with sustai nabl e human devel opnent objectives and are to recei ve UNDP
support.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

16. Pal au has benefited from United States devel opnental assistance and
budgetary aid since the end of the Second Wrld War. Beginning in the early
1960s, the level of aid began to increase rapidly, facilitating significant
expansi on of social, health, and education services and inproved materia
standards of living. Under the Conpact of Free Association, Palau is receiving
$450 million in aid, adjusted for inflation, over a period of fifteen years,
albeit at gradually dimnishing levels. A full menber of the South Pacific
Conmi ssion since 1993 and the Pacific Forum since 1995, Palau is also a nenber
of the Forum Fi sheries Agency. |In anticipation of independence, Pal au
participated in a nunber of United Nations progranmes for nearly a decade,

not ably programes sponsored by UNDP, the Wrld Heal th Organization (WHO, the
United Nations Popul ation Fund (UNFPA), the United Nations Children's Fund
(UNI CEF), and the Econom c and Social Comm ssion for Asia and the Pacific
(ESCAP). UNDP has col | aborated closely with other nmenbers of the Joint

Consul tative Group on Programming in Pal au, nanmely, UN CEF and UNFPA.

The role of UNDP

17. Two projects were nmounted under the first country programe (1992-1996):

t he National Master Devel opnent Plan, and fam |y food production and nutrition
The former was successful in providing upstream policy advice on key devel opnent
i ssues, effective advocacy for sustainabl e human devel opment, good governance,
and enhanced national planning capacities. The latter increased the training
and comunity nobilization capacities of the Palau Community Action Agency,
devel oped the training capacities of a network of conmunity-based nobilizers,
and strengthened comunity wonmen's groups and yout h organizations.
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I11. PROPOSED PROGRAMME STRATEGY AND THEMATI C AREAS

18. The overall strategy for UNDP should therefore be to assist the Governnent
in preventing the erosion of quality of life in Palau, and enhanci ng nationa
capacity to fornul ate, nanage and i npl enent policies and programes in support
of sustainabl e human devel opment. UNDP will achieve this through establishing
cl ose partnerships in the country, pronoting popul ar participation in

devel opnent, particularly that of wonen, building capacity for aid coordination
and managenent, maxim zing |inkages between the country and subregi ona
programes, enhancing inter-agency collaboration and UNDP advocacy and resource
nobi | i zation efforts.

19. UNDP resources will be targeted towards job creation and sustainabl e
livelihoods, with priority given to the informal sector. This area of
concentration will be suppl emented by subregi onal progranmme activities.

20. Gven Palau's fragile ecosystens, UNDP will al so target assistance towards
preserving and protecting the natural resources of Pal au

Infornmal enpl oynent and sustainable livelihoods

21. Effective UNDP partnership will conprise a conbination of upstream policy
and downstream practical interventions, all of a catalytic nature, to revitalize
the rural sem -subsistence sector within the context of the national |nfornal
Enpl oyment and Sust ai nabl e Livelihood Initiative. This initiative evol ved out
of the work of the Palau Community Action Agency and the Rural Wrking G oup

and has since received endorsenent at the highest policy |levels of the nationa
Governnent and state adm nistrations. This will ensure that UNDP resources have
a direct inpact on the well-being of Pal au's nost vul nerabl e groups, enhancing
UNDP advocacy and resource mobilization efforts, and inproving prospects for
governnent cost-sharing. QOher key sustainable human devel opnment and

enpl oynent-related initiatives will be addressed through subregional or other
programe resour ces.

Envi ronnental protection

22. The sectors of Palau identified for devel opnent in the mediumterm are
tourism fisheries and agriculture, all of which depend heavily upon the

expl oitation of the country's natural resource base, and the environnent.
During the com ng programm ng period, UNDP will provide support to Pal au's

obj ectives to beconme a signatory to a nunber of international instrunents on
environnent, to devel op nore sustainable practices in the use of natura
resources, and to enhance the capacity for nore bal anced devel opment pl anni ng.
To hel p Pal au achi eve these objectives, UNDP will work closely with Governnent,
civil society and other donors to ensure conplenmentarity of efforts.

Subr egi onal programme activities

23. The com ng UNDP subregi onal programme for the Pacific will consist of four
programes: devel opnment managenent; private sector devel opment; environment and
natural resources; and human resource devel opnent. All these components are

rel evant to the Government's I nfornmal Enploynment and Sustai nabl e Livelihood
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initiative and the focus of the CCF on the environnment, as well as to the

br oader national sustainabl e human devel opnent policy framework. Specific

I i nkages between the subregi onal progranmes and the first CCF for Palau will be
identified during the formulation of the programmes.

24. Pal au benefits also from UNDP resources under the South Pacific

Bi odi versity Conservation Programme (RAS/91/G31). UNDP will assist Palau to tap
into additional resources through the Capacity 21 Initiative, in support of a
strengt hened environnmental conponent within the |Informal Enploynent and
Sust ai nabl e Livelihood initiative, and in support of the Governnent's broader
environnental protection strategy. Palau can also benefit from Poverty

Al l eviation resources to enable the Government to expand the poverty anal ysis
contai ned within the sustainabl e human devel opnment Situation Analysis and to
formul ate an operational definition of "poverty" in Palau. G ven the resources
avail able to Palau, UNDP will make a special effort to identify and nobilize

ot her sources of funds to conpl enent and extend the Informal Enploynment and
Sust ai nabl e Livel i hood programe and the sustai nabl e hunman devel oprent
initiative, including governnent cost-sharing.

V. MANAGEMENT ARRANGEMENTS

Execution and inplenentation arrangenents

25. During the first country programre, the Fam |y Food Production and
Nutrition project was nationally executed. Wth capacity already established,
the I nformal Enpl oynent and Sustai nabl e Livelihood progranme will al so be
nationally executed. |In view of the successful cooperation between the
Governent and NGOs, inplenmentation of the new programme for informal enploynent
may be extended also to the civil society. There will be an enphasis on the
enpl oyment of United Nations Volunteers (UNV) specialists, building on their
good performance in the Pacific area. Although Palau has had no experience wth
Techni cal Cooperati on anmong Devel opi ng Countries (TCDC) or Transfer of Know edge
through Expatriate Nationals (TOKTEN), efforts will be nmade to utilize these two
nodalities to the extent possible. Further, given the cross-cutting nature of
the I nformal Enpl oyment and Sustai nabl e Livelihood programe, collaboration with
other United Nations agencies, particularly UNFPA, UN CEF and the Internationa
Labour Organization (1LO w Il be enhanced, building on the experience of the
Fam |y Food Production and Nutrition project.

Monitoring and revi ew

26. During the com ng programm ng period, UNDP will place greater enmphasis on
i mpact - based assessments. Baseline surveys will be utilized to collect

i nformati on where this does not exist, and both qualitative and quantitative
indicators will be devel oped to establish benchmarks agai nst which project
performance will be assessed. The CCF will be nonitored jointly by the
Government and UNDP and through nonitoring visits to Palau by UNDP staff at

| east twice a year. All ongoing projects will be reviewed in the country every
year and a triennial review of the CCF will be carried out to evaluate the

pr ogr ame.
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Al d coordination

27. UNDP will work more closely with Government and ot her donors during the
com ng programm ng period to enhance capacity for effective aid coordination
and will assist in putting in place the nmechani sns and processes required to
achi eve this objective.

Resource nobilization

28. Targets for the Palau programe, projected over the next five years are
shown in the annex.
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RESOURCE MOBI LI ZATI ON TARGET TABLE FOR THE REPUBLI C OF PALAU

(1997- 2001)

(I'n thousands of United States dollars)

Sour ce Amount Comment s
UNDP CCRE FUNDS
Estimated | PF carry-over 1 037
TRAC 1.1.1 100 Assigned i mMmediately to
country.
TRAC 1.1.2 0Oto 66.7 Thi s range of percentages is
per cent of | presented for initial planning
TRAC pur poses only. The actua
1.1.1 assignment will depend on the
avai l ability of high-quality
programes. Any increase in
t he range of percentages woul d
al so be subject to availability
of resources.
TRAC 1.1.3
O her resources
SPPDY STS 80
Subt ot al 1 2172
NON- CORE FUNDS
Gover nent cost -shari ng 110
Sust ai nabl e devel opnent funds
Third-party cost-sharing 110
Funds, trust funds and ot her
Subt ot al 220
GRAND TOTAL 1 4372

2 Not inclusive of TRAC 1.1.2, which is allocated regionally for subsequent

country application.

Abbr evi ati ons:

I PF = indicative planning figure;

SPPD = support for policy

and programre devel opnent;
for resource assignnent fromthe core

STS = support for technica

Servi ces;

TRAC = target



