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BASIC DATA 

Selected Economic Indicators 1980 1990 1995 2002 
GDP Per Capita (US$) 881.1 856.6 1004.3 511.3 
Real GDP Per Capita (US$) 964.9 653.8 605.4 164.1 (est.) 
GDP Growth (%, constant prices) (1.0) (3.0) (3.3) (0.5) 
Total External Debt (% of GDP) — 36.6 29.2 46.4 
Inflation 12.2 6.9 17.3 11.8 
Exchange Rate (US$/kina) 1.6 1.1 0.8 0.3 
Selected Social Indicators Unit 1975 1990 Latest Year 
Total Population  Million 2.7 3.7 5.3 2001 
Annual Population Growth Rate % Change 2.3 

(1970–1995) 
2.5 

(1975–2000) 
2.7  

2000-2015 
Life Expectancy at Birth Years 49 56 57 2001 
Poverty Incidence % – – 38 1996 
Maternal Mortality Rate Per 100,000 Live 

Births 
900  

(1985–1992) 
930 370  

1990-1998 
Infant Mortality Rate Below 1 Year/1,000 

Live Births 
106 (1970) 56 70 2001 

Child Malnutrition % Below Age 5 39 36 35 1995-2001 
Population with Access to Health 
Services 

% 97 
(1985–1991) 

96  
(1990–1995) 

95 1998 

Public Health Expenditure % of GDP — 2.8  
(1995) 

3.8 2000 

Adult Literacy Rate % 32 (1970) 57 65 2001 
Primary School Gross Enrollment % 66 (1990) 80 (1995) 84 1999-2000 
Secondary School Gross Enrollment % 10 (1990) 14 (1995) 21  1999-2000 
Public Education Expenditure % of GDP 7.3 (1990) 5.9 (1995) 2.3 1990-2000 
Human Development Index  0.43 0.49 0.55 2001 

Rank (out of 175)    132 — 
Human Poverty Index  — 29.8 (1995) 37.0 2001 

Rank (out of 94)    61 — 
Gender-Related Development Index  0.49 (1993) 0.49 (1995) 0.54 2001 

Rank (out of 144)    106 — 
Joined ADB 1971 
Country Strategies 1989, 1994, 1998, 2003 (planned)  
Loans (as of 31 December 2002) Number Amount (US$ million) 

Total 56a  855.0 
Program Loans (included in total) 5 200.0 
Active 12 259.3 
Closed 44 595.7 

Technical Assistance (as of 31 December 2002) b Number Amount (US$ million) 
Total (including supplementary projects) 121 41.8 
Advisory (included in total) 70 25.1 

Performance Summary Total HS/GS/S PS US NR 
Project Completion Reports  31 3 8 2 18 
Project/Program Performance Audit Reports  21 8 12 1 0 
TA Completion Reports c  16 11 4 1 0 
TA Performance Audit Reports d  4 1 2 1 0 
% = percentage, — = no data available, US$ = US dollar. 
ADB = Asian Development Bank, est. = estimate, GDP = gross domestic product, GS = generally successful, HS = 
highly successful, NR = not rated, PS = partly successful, S = successful, TA = technical assistance and US = 
unsuccessful.  
Notes: numbers in parentheses are negative; the rating system was changed from three categories to four in 2000.  
a For 45 projects, including one sector development program.  
b Excludes 3 TA activities withdrawn by the Government. 
c Excludes 2 TA activities attached to loans that were assessed as unsuccessful in project completion reports. 
d Excludes 2 TA activities attached to loans that were assessed as successful and partly successful in  
  project/program performance audit reports.  
Sources: Asian Development Bank, Bank of Papua New Guinea, United Nations Development Programme Human 
Development Reports 1990–2002. 



 

EXECUTIVE SUMMARY 

Papua New Guinea (PNG) became an independent country in 1975. From the 
beginning, its development agenda was challenging. Prior to its colonial occupation, PNG was 
not a nation-state but a composite of around 800 distinct tribal groups, which is reflected in its 
complex governance structure and the structure’s workings. Demographic and geographical 
features—a relatively small population dispersed over a relatively large area with rugged terrain 
and limited communications—do not make the delivery of public services or the promotion of 
economic growth easier. Further challenges to managing the economy arise from the structure, 
which is dualistic and highly dependent on international commodity prices.  

PNG became a member of the Asian Development Bank (ADB) in 1971. Since then, 
ADB has lent PNG US$855 million and provided US$42 million in technical assistance (TA) 
grants. Over the past 15 years, four development partners—Australia and Japan (bilateral 
assistance), ADB, and the World Bank—disbursed US$5 billion to PNG, of which Australia 
financed 69%, Japan 12%, the World Bank 10%, and ADB 9%.  

During the past 30 years, periodical crises preoccupied government decision makers 
and development partners, often without understanding that the crises were not short-term 
phenomena but manifestations of systemic problems. In hindsight, it is obvious that three issues 
were central to PNG’s development: reforming the machinery of government, managing the dual 
economy, and delivering public services. 

Successive governments aimed to redress the imbalances of the dual economy that had 
a narrow minerals-based and capital-intensive formal sector and a large informal sector that at 
the time of independence largely depended on subsistence farming. Policies aspired to develop 
a broad-based economy that provided employment and income-generating opportunities in rural 
areas, where 87% of the total population live. ADB’s assistance program focused, from the 
beginning, on promoting economic growth (and thereby job creation as an avenue to poverty 
reduction). In line with this, US$584 million or 69% of total lending was provided to sectors 
related to promoting economic growth and addressing questions concerning the dual economy. 
Over the last 15 years, interventions provided advice for policy reforms, direct support to 
farmers, assistance to improve support services (such as agriculture extension, finance, and 
skills development), and infrastructure development (largely in the transport sector). Projects 
were generally successful in producing anticipated outputs, although with delays and, 
sometimes, partial cancellations. However, due to the fragmented nature of interventions, only 
isolated outcomes were produced and often they were not sustained, because funding for 
recurrent operations was not secured. No significant improvements to sector performance were 
attained. Contributions to the overall goal of promoting economic growth, particularly in rural 
areas, were overshadowed by external factors, such as international commodities prices, the 
Asian financial crisis, and periodic droughts. Poverty reduction outcomes, embedded in the goal 
to promote broad-based employment-generating growth, were isolated and fragmented, 
although poor economic performance and the deteriorating law and order situation are resulting 
in rising multifaceted poverty trends after improvements were achieved in the first 15 years of 
independence.  

PNG inherited a public services sector that provided reasonable services to most parts 
of the country. Maintaining its operations and the quality of services has been a challenge for 
each consecutive government. Development partners have provided significant funding and 
advice to support public service provision. ADB’s support was focused on the health and water 
supply and sanitation (WSS) sectors, with US$170 million in loans and US$8 million in TA 
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grants approved over the last 30 years. In both sectors, assistance was aimed at improving 
public service delivery, initially focusing on expanding infrastructure with increasing emphasis 
on the quality and efficiency of service provision, particularly in the health sector. Interventions 
(in these and other sectors) dealt with difficult questions related to finance, staffing, outreach to 
remote areas, and the cost of operating small systems. Physical outputs were produced with 
few exceptions, but improvements to service delivery were lacking. In the health sector, the 
existence of physical infrastructure was a poor indicator for service delivery, which depended 
equally, if not more, on the presence of qualified staff and access to medical supplies. Even now 
that the focus of assistance has shifted to these necessities, service delivery in rural areas is 
still lacking, largely because of weaknesses in resource transfers. In WSS, service 
improvements now depend on meeting performance targets for an efficiently run water utility, 
but even when met, the impact of assistance on WSS will be limited, due to its focus on urban 
areas other than the capital, Port Moresby (potentially reaching 10% of total population, once all 
urban areas are served). In terms of improving public service delivery across the board, 
assistance suffered from operating in isolation. While trying to tackle similar issues, solutions 
were not discussed across sectors, even when this was possible. Poverty issues, in the sense 
of social inclusion, were targeted with assistance to the health sector that focused on rural areas 
(where, according to World Bank estimates, 90% of the poor live) and on basic health services, 
including maternal and child health care. In WSS, the focus was on urban areas, which 
automatically have smaller proportions of poor beneficiaries. 

Reforming the machinery of government became a task successive governments had to 
deal with, from the time of independence onward. Early calls of some regions for secession 
were placated with the adoption of the first organic law that devolved powers from central to 
provincial governments. Disappointment with the effectiveness of this structure led to a number 
of almost continuous reforms (expansion, downsizing, changing roles, etc.) supported by a 
number of development partners and, in 1985, the adoption of the second organic law which 
further devolved powers and responsibilities to district administrations. The system proved 
difficult to implement and has not been able to deliver public services to citizens throughout the 
country. ADB started assisting the reforms of the machinery of government only in 1998. With 
the aims of reforming financial management systems (budgeting and accounting) and 
introducing performance-oriented principles into the public sector, ADB approved US$96 million 
in loans and US$3 million in TA grants. The suggested reforms are fundamental to the way the 
machinery of government fulfills its role in managing the economy, delivering public services 
and acting accountably and responsibly. The goal of this assistance is to create an environment 
that will encourage domestic and foreign private investments and contribute to economic growth 
and poverty reduction through job creation and the provision of social services to all citizens. 
Assistance is under way, thus it is too early to assess outcomes and whether they will be 
sustained. A large number of consultants (financed by a number of external agencies) are 
assisting various parts of the administration in implementing reforms. Experience has shown 
that efforts of this kind, more often than not, do not lead to systemic changes that are sustained 
after consultants complete their assignments. Whether the two initiatives sponsored by ADB 
and others will be more successful remains to be seen. 

Overall, ADB supported the right development areas, but issues related to the machinery 
of government could have been recognized and incorporated into the program at an earlier 
stage. Sector priorities were consistent with goals. However, projects worked in isolation and, at 
most, considered sector issues but not how sectors contributed to an overall development goal. 
This weakness resulted in the lack of a structured and sequenced program, which lost potential 
synergy effects and generated only isolated and short-lived outcomes. While projects suffered 
from a number of design and implementation problems, the Program included efforts to move 
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from traditional project designs to testing new concepts that might help overcome typical 
contextual factors (lack of sustained commitment, inadequacy of project funding, etc.) that 
adversely affected project implementation and sustained operations. These efforts need to be 
tested and discussed among the PNG country team, to ensure that new approaches that work 
are replicated whenever possible and pitfalls of others are avoided. 

To take the country forward, government commitment is essential for any improvements 
in economic performance, poverty reduction, or the management of public resources and 
sectors. Without government commitment, external assistance will remain ineffective, as 
illustrated by the many development efforts that continue to lack sustained results. It is difficult 
to identify when the Government and stakeholders were fully committed not only in words but 
also in readiness and ability to act. Once obtained, commitment was difficult to sustain, partly 
because of frequent political changes; partly because at least some of the development and 
reform agendas were driven by external agencies (or perceived to be so); and lastly because 
commitment and ownership were expressed only in generic terms, in many cases without 
specific champions of change. Government and development partners’ efforts need to 
concentrate on (i) determining and implementing a development agenda that addresses the 
urgent need to create jobs to stem poverty and a continuously deteriorating law and order 
situation; (ii) managing debt levels and introducing systemic changes to public resources 
management to avoid perpetual financial crises; and (iii) building capacities through the public 
administration to manage the economy, ensure that the Government and administration fulfill 
their roles, and provide public services where needed. 

 





 

I. BACKGROUND 

A. The Papua New Guinea Context 

1. Overview 

1. Papua New Guinea (PNG) joined the Asian Development Bank (ADB) in 1971, while it 
was still a trust territory under Australian administration. It became an independent country on 
16 September 1975, after a brief period of self-government (starting in 1973), 60 years of 
Australian administration, and colonial rule prior to that. PNG is the largest country in the Pacific 
in terms of land area, covering 460,000 square kilometers (km2), and second in terms of sea 
area, possessing over 3 million km2. With a total population of just over 5 million people, PNG’s 
population density of 9 people per km2 is the lowest in the Pacific region, although this average 
conceals high population densities in a few locations. The population, as small as it is relative to 
other Asian countries, is ethnically very diverse. Over 800 languages are spoken, and the social 
structure is based on a shared language (wantok), which is the central feature in determining 
affiliations, loyalties, and to some extent access to resources and opportunities.  

2. Only 17% of the population live in urban areas, and 40% of the total population are 0–14 
years old. Social indicators are among the worst in the region, with low life expectancy (57 years 
in 2001) and poor performance against education standards (the adult literacy rate was 65% in 
2001, and secondary school enrollment was as low as 21% in 1999–2000). The World Bank 
estimated that in 1996, 38% of the population lived below the international poverty line of US$1 
per day.1 These shortfalls in development can be attributed to (i) geographical features, rugged 
terrain adding another challenge to that of providing social services in areas with low population 
density; (ii) ethnic differences and conflicts that are at times explosive and contribute to law and 
order problems; (iii) limited government capacity to manage the economy and provide services; 
and (iv) an economic structure that has been dual in nature since before independence and 
separates the narrow formal sector from a broad-based informal sector. 

3. The exploitation of the country’s natural riches, particularly minerals and forests, remains 
in the hands of the formal sector, which provides only a small number of jobs. Most people live 
subsistence existences or work on small farms. The economy is affected by commodity price 
fluctuations of main export goods, such as minerals and timber, which are not processed within 
the country, although about 50% of timber is now exported in sawed form. The per capita gross 
domestic product fell from US$1,004 in 1995 to US$511 in 2002, “due mainly to poor 
macroeconomic management, drought, the Asian financial crisis, and, most recently, slow world 
economic growth and low commodity prices.”2 The depletion of known mining and oil reserves, 
expected over the next decade, threatens the continued contribution of a significant sector of 
the economy. The development of indigenous entrepreneurs, while a long-standing policy 
priority of successive governments, has been hampered by (i) high costs of labor (although 
wages, in real terms, have fallen due to inflation), staff housing, and transportation; (ii) low 
literacy, and thus a shortage of skilled workers; (iii) inefficient financial markets and poor access 
to microcredit; (iv) law and order problems; (v) the complexities of land acquisition; and (vi) a 
gender division of labor.3 The country has a history of trying to overcome human resources 
shortages by engaging expatriates. However, this approach has not built sufficient and 
sustained local capacities, and in many areas the country relies on foreign advisers. 

                                                                 
1  World Bank data on poverty in PNG have not been endorsed by the Government of Papua New Guinea.  
2  ADB. 2002. Country Strategy and Program Update (2003–2005): Papua New Guinea. Manila. 
3  ADB. 1998. Country Operational Strategy for Papua New Guinea. Manila. 



 2

2. National Development Agenda 

4. During the time of self-governance, eight aims were promulgated that expressed the 
aspirations of the future nation of PNG. These aims included (i) greater equality and influence of 
PNG nationals in deciding the destiny of their country, improving the economy, and managing 
the country’s resources; (ii) stronger decentralization and development of agriculture and rural 
areas, including supporting artisans and village industries; and (iii) greater self-reliance in terms 
of goods (less imports) and financial resources (domestic revenue generation). Government 
was to play a role in whatever sectors were deemed necessary to achieve desired development 
outcomes. The aspirations of the eight aims were reflected in the constitution, which states that 
nationals should have the opportunity to participate in the economic development process that 
was to follow a path appropriate for PNG and strengthens national sovereignty and self-reliance. 
In addition, natural resources are to be protected and used only in a sustainable way. 
Embedded in these fundamental policy statements was a desire to redistribute access to 
resources and opportunities, with smallholders and artisans holding the promise for economic 
growth and development. 

5. The 1976 national development strategy elaborated the eight aims and presented a 
consensus position of all parties. One-year rolling national expenditure plans translated 
development plans into budgetary projections until 1985, when the first 5-year National 
Development Plan (1986–1990)4 was adopted. The 1985 plan listed the achievements during 
the first 10 years of PNG’s independence, but it also raised concerns over the danger that the 
economy could stagnate at its present level, threatening the development aspirations of the 
country and its people. At that time, it was recognized that the economy’s vulnerability to 
external market shocks, combined with increasing law and order problems, affected prospects 
for economic growth and private foreign and domestic investments, without which employment 
opportunities would decline and law and order would deteriorate. The 1985 plan also expressed 
concerns related to the administration’s weaknesses, including its lacking the capacities to 
manage a complex, commodity-based economy and a difficult development process (resulting 
from the country’s diversity and terrain). Subsequent development policies, including the 1996 
medium-term development strategy (MTDS), contained a number of aims: (i) macroeconomic 
stability, (ii) a vibrant private sector (introducing a shift away from the earlier focus on 
government as the main investor), (iii) employment creation, (iv) education and human 
resources development, (v) increased rural production, (vi) improved delivery of rural services, 
(vii) social and environmentally sound development, and (vii) improvement in the quality of life of 
Papua New Guineans. These policies are being reviewed during the formulation of a national 
poverty reduction strategy, a new MTDS, and a medium-term budget framework that are being 
prepared. 

6. Today, PNG faces a complex set of development challenges. The past 30 years of 
development have not resulted in a diversification of the economy that would make it less 
vulnerable to external shocks, and incomes have effectively declined. The law and order 
situation has deteriorated and affects urban and rural areas, with detrimental impacts on the 
fabric of society. Much-needed private sector investments are not forthcoming under these 
conditions, arresting PNG in a vicious cycle where the poor law and order situation prevents the 
investment and growth needed to improve economic growth and reduce the number of people 
without jobs and education. Capacities of the machinery of government to administer the public 
sector and manage the development process remain inadequate. Complex governance 

                                                                 
4  National Development Plan, The Medium -term Development Program 1986–1990, Department of National 

Planning and Development, Papua New Guinea, 1985. 



 3

structures, abused by individuals for personal gain or that of their tribal kin (wantok), resulted in 
an inefficient, costly (because of corruption), and ineffective administration that absorbs large 
amounts of public money without delivering commensurate public services. 

B. Evaluation Purpose and Methodology 

7. The purpose of the country assistance program evaluation (CAPE) was to assess the 
contributions that ADB’s assistance made to PNG’s development and generate feedback for the 
forthcoming country strategy and program (CSP). The assessment was structured to evaluate 
contributions to PNG’s key development processes and assess how ADB’s strategic goals were 
addressed. To form an assessment, the CAPE analyzed: 

(i) how well ADB’s country strategies were formulated and translated into an 
operational program; 

(ii) how well ADB’s operations were designed and implemented; and 

(iii) what were the outcomes? 

8. To assess strategic choices, the CAPE went as far back as possible, to the first country 
program document of 1989. Strategy and program documents were reviewed to identify how 
key development issues and ADB priorities were reflected in these documents, taking into 
account changing concerns over time. The in-depth assessment of operations (lending and TA) 
focused on the past 15 years (1986–2002). This period was selected because it marks roughly 
the halfway point of ADB’s assistance to PNG, and 76% of lending to PNG occurred during that 
time goes sufficiently far back to include completed projects of which impacts have been 
assessed. Recently approved and not-yet-completed projects were reviewed only in terms of 
project design and implementation experience, to compare their approaches with those used in 
older projects. Outcomes were assessed through traditional surveys and by using participatory 
evaluation methods. Existing evaluation reports were used to corroborate the findings of the 
CAPE. Statistical data used—wherever appropriate—need to be considered with caution, as a 
number of problems make their reliability questionable. For instance, aggregate trends 
concealed variations over time, whereby health indicators had improved but deteriorated again 
over the past 10 years. 

9. The CAPE methodology was discussed and agreed with the staff responsible for 
operations in PNG, who was also apprised of interim findings as they became available. In 
PNG, the CAPE team 5 consulted with representatives from central, provincial, and district 
governments, staff of executing agencies, community leaders, nongovernment organizations 
(NGOs), and people affected by projects. Visits were made to one province in each of PNG’s 
four regions (Highlands, Islands, Momase, and Papua): East New Britain, Morobe, Oro, and 
Western Highland Province, for key informant interviews, household surveys, and participatory 
evaluations. Preparatory work started in December 2002, while fieldwork was conducted from 
March to May 2003. A wrap-up meeting, to discuss the initial findings, was held with the 
Government on 3 June 2003 and with external reviewers from the two main development 
partners—Australian Agency for International Development (AusAID)6 and the World Bank—on 
5 June 2003. Feedback from stakeholders in PNG, ADB, and other development partners was 
taken into account when finalizing the report. 
                                                                 
5  Caroline Heider, principal evaluation specialist (team leader), with inputs from Ben Goodman (through the Institute 

of National Affairs) for survey work and Tony Banks and a local team for participatory evaluation. Renato Lumain 
provided essential research support at ADB in Manila. 

6  AusAID was formerly known as the Australian International Development Assistance Bureau (AIDAB). For the 
purposes of this CAPE, however, only the current acronym is used. 
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10. The CAPE first provides an overview of ADB’s assistance program (Chapter II) and then 
discusses ADB’s contributions to PNG’s main developments (Chapter III) and how well ADB’s 
strategic objectives were reflected in the PNG program (Chapter IV). Chapter V summarizes the 
work of selected other development partners. The concluding chapter (VI) provides responses 
to the evaluation questions (para. 7), an appreciation of stakeholders’ performance, and an 
overall assessment. Suggestions for future strategy and operations are also made in the final 
chapter (VI).  

II. ADB’S ASSISTANCE PROGRAM 

A. Strategy and Modalities 

11. Operational strategies, which were introduced in ADB in the 1980s, were prepared for 
PNG in 1989, 1994, and 1998, with a new CSP planned for 2003/2004.7 The first strategy had a 
strong sector focus. It did not present an overall goal for ADB’s operations but explained the 
emphasis taken in each sector. In 1994, promoting sustainable growth through sound sector 
strategies was the declared overall objective, and was underpinned by four medium-term 
strategies, including employment creation, balancing rural and urban development, enhancing 
sustainability of social services, and environmental protection. In addition, sector strategies that 
were linked to ADB’s strategic objectives (para. 62) were described. In the 1998 country 
operational strategy (COS), the emphasis shifted toward improved governance, although the 
focus on improving productivity, growth, and living standards was maintained and sector plans 
were described. 

12. Throughout, employment creation was a top priority, while a number of other persistent 
development challenges recurred in each of the country strategies and country operational 
program papers (COPPs). These challenges included (i) inefficient and ineffective public 
services, (ii) high wage rates combined with low labor productivity that together with the 
deteriorating law and order situation impeded private sector investments and productivity, and 
(iii) an overreliance on the mining sector, with its capital-intensive investments and limited long-
term prospects.  

13. The 1989 strategy introduced the notion of using program lending on a selective basis, 
given the economic difficulties that were expected to result from the structural weaknesses of 
the productive sectors. The 1994 strategy suggested that advisory TA and policy-based sector 
and program lending should be the key modalities used in the Program, while the 1998 strategy 
did not define the choice of modalities. In total, eight program and sector loans were approved 
over the last 30 years, accounting for 34% of the total amount of lending.8 In addition, the 
Special Interventions Project (SIP)9 was a contribution to the Government’s program “to 
facilitate reemployment in the private sector of those displaced by public sector reforms,”10 
which is more typical for a policy-based or budget support facility than a project loan for 
financing rural health and water supply schemes. 

                                                                 
7  COPPs were prepared for 1990, 1991, 1993, and 1994, country assistance plans for 1996, 1998, 1999, and 2000 

and, country assistance plan updates for 2001 and 2002. 
8  Five program loans were approved in 1989, 1997, and 2001, for a total of US$200 million or 23% of total lending 

to PNG. Three sector loans were approved in 1984 and 1999, for a total of US$96 million or 11% of overall 
lending. 

9  ADB. 1990. Report and Recommendation of the President to the Board of Directors on the Special Interventions 
Project. Manila. 

10  ADB. 1994. Country Operational Strategy for Papua New Guinea. Manila. 
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B. Lending 

14. Between 197111 and 2002, PNG borrowed US$855 million, through 56 loans, from 
ADB—US$392 million from the Asian Development Fund (ADF)12 and US$463 million from 
ordinary capital resources (OCR).13 These loans financed a total of 45 projects, of which 33 are 
completed and 12 are ongoing. No loans were approved during 1973, 1974, or 1975, because 
national policies and priorities were not yet established and capacities for identifying and 
developing project proposals were limited. Lending was suspended during 1994, 1995, and 
1996, because of a severe economic crisis that started in 1994 and required adjustment 
measures in the following year, limiting government funds to levels below those required for 
counterpart funding. During that period, ADB “sought the implementation of ongoing projects 
instead of starting new ones,”14 and only one small loan was approved during that time, in 
response to an emergency situation.15 

15. Infrastructure investments received the largest 
share of loan resources (35%), followed by social 
sectors (25%), productive sectors (23%), others (13%), 
and finance (4%). A list of approved loans is in 
Appendix 1. The sector composition in terms of loan 
approvals varied considerably when comparing the past 
three decades (Figure 1). Investments in infrastructure 
declined from an initial 51% in the 1970s to around one 
third of the portfolio during the subsequent 20 years. 
Lending to the productive sectors (agriculture and 
industry) expanded from 10% in the 1970s to 45% in the 
1980s, but contracted again to 12% in the 1990s. Social 
sectors received 24% of lending in the 1970s, 14% in 
the 1980s, and 32% in the 1990s. The sharp increase in 
resource allocations to the category “others” (from 0% 
to 22%) resulted from lending for governance, which 
began in the 1990s. Lending to the finance sector 
initially constituted 15% of the portfolio, but declined to 
2% in the last decade, and it included 3 loans to the 
PNG Development Bank. These trends are similar to 
those in Pacific developing member countries (PDMCs) 
as a whole, with the only marked differences in the finance sector (where the regional average 
was higher, 17% in the 1970s and 1990s and 7% in the 1980s) and the social sectors, with a 
slightly lower average (29%) in the last decade. The pattern of ADB-wide approvals has not 
shown such a marked fluctuation in sector distribution over the past three decades. Approvals in 
the finance sector were 12-15%, 38-42% in the infrastructure sector, and 13-17% in the social 
sectors. Lending to productive sectors was 32% between 1971 and 1989, but it dropped in the 
1990s to 17%.  

                                                                 
11  The Government of Australia guaranteed loans to PNG approved prior to its independence in 1975. 
12  ADF loans are made at concessional terms, which include grace periods of 8 to 10 years, repayment periods of up 

to 40 years, and an interest rate of 1% during the grace period and 1.5% afterward. 
13  OCR loans were made at commercial interest rates with terms between 15 and 25 years and grace periods 

between 3 and 6 years. OCR loans have been changed to lending based on London interbank offered rates, since 
July 2001. 

14  ADB. 1996. Annual Report 1995. Manila. 
15  ADB. 1994. Report and Recommendation of the President to the Board of Directors on the Rabaul Emergency 

Program . Manila. 
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16. Among the four regions of PNG, the Highlands was included in 44 projects, Momase in 
37 projects, the New Guinea Islands in 27 projects, and Papua in 24 projects. The Highlands 
and Momase are the most populous regions (with 38% and 28% of total population, 
respectively), followed by Papua (20%) and the New Guinea Islands (14%).16 Twelve projects 
included assistance to the National Capital District, including Port Moresby, and 13 projects had 
nationwide coverage (through policy reforms or systemic changes) or did not specify project 
locations. In terms of provinces, Morobe (with 10% of the total population) topped the list, 
implementing 18 projects, followed by 15 projects in Eastern Highlands (8% of total population), 
and 11 projects were implemented in East New Britain (4% of total population), not counting 
nationwide projects. Provinces that received the fewest projects were West Sepik (2 projects), 
Milne Bay (3) and Western Province (3), not counting coverage under nationwide projects. 
There was no deliberate policy ensuring that the program as a whole had a geographical focus. 
Appendix 2 provides an overview of project locations. 

C. Technical Assistance 

17. One hundred twenty-four TA grants, worth US$42 million, were approved between 1971 
and 2002—US$25 million in advisory TA grants and US$17 million in project/program 
preparatory technical assistance (PPTA) grants. The sector distribution of TA grant approvals 
shows that an almost equal number of approvals were granted for the agriculture and 
infrastructure sectors (28% and 29%, respectively), followed by social sectors (23%), others 
(18%), and the financial sector (2%). Agriculture and roads received the largest amounts of 
advisory TA (US$3.6 million and US$3.7 million, respectively), followed by health (US$2.9 
million) and energy (US$2.4 million). Thirty-five advisory TA grants financed a range of studies 
across all sectors, and 27 advisory TA grants aimed to build capacities. A total of 52 PPTA 
grants were approved since 1971, with the largest number of them going to the agriculture 
sector. In addition, the multisector TA program loan17 was meant to undertake feasibility studies 
for projects in a number of sectors, of which, however, only a few resulted in loan projects. The 
number of PPTA grants did not correspond to the number of loans approved in the same 
sectors. For example, in the agriculture sector 21 PPTA grants were approved, but there were 
only 9 loans (2 PPTAs are currently ongoing); while other sectors, such as education, energy, 
finance, roads, and water supply, received fewer PPTA grants than approved loans, and on 
average these were smaller in size. Appendix 3 lists approved TA grants. 

D. Disbursements and Implementation Schedule  

18. Annual loan disbursements initially were slow, averaging US$5 million per year during 
the first 15 years of assistance, as compared to an average of US$31 million per year between 
1986 and 2002. After the mid-1980s, disbursements became more erratic. They peaked in 1991 
at US$86 million, attributable to disbursing the Agriculture Sector Program Loan (ASPL),18 but 
fell to US$22 million the following year. These variations in disbursements coincided with 
structural changes in aid (AusAID switched from budget support to project finance) and revenue 
generation, as well as a loss of fiscal discipline. The gap between loan approvals and 
disbursements narrowed between 1994 and 1996, when no new loans were approved 
(para. 14).  

                                                                 
16  Population figures are based on Papua New Guinea 2000 National Census data. 
17  ADB. 1998. Report and Recommendation of the President to the Board of Directors on the Multisector Technical 

Assistance Program . Manila. 
18  ADB. 1989. Report and Recommendation of the President to the Board of Directors on the Agriculture Sector 

Program . Manila. 
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19. However, annual disbursement 
ratios19 did not improve during that 
period. They were highest in 1976, 1981, 
1990, 1991, and 1999, but they fell from 
19% in 1994 to 11% in 1996. This was 
largely due to government fiscal 
constraints that limited counterpart 
funding and thus affected disbursements. 
The hiatus in loan approvals did affect 
net transfers from PNG to ADB, which 
were negative between 1995 and 1998. 
Figure 2 illustrates annual disbursement 
trends (in 2002 constant prices) and 
disbursement ratios (in percent).  

20. Comparing actual disbursements (in constant 2002 United States dollars) over the past 
three decades (Figure 3) shows a marked shift between sectors that is even more pronounced 
than the one noted in loan approvals (Figure 1). Disbursements in the infrastructure sector 
declined from 65% in the 1970s to 20% in 
the 1990s, although the sector still received 
32% of loan approvals in the last decade. 
These figures illustrate a slowdown in project 
implementation in the infrastructure sector 
and a partial cancellation of proceeds of 
some loans. The productive sectors 
accounted for 40% of disbursements in the 
1990s, although loan approvals in these 
sectors were highest in the 1980s, at 45%. 
These trends indicate a delay in actually 
implementing projects that had been 
approved a decade earlier, when 
disbursements in the productive sectors 
made up 15% of total disbursements. Implicit 
in this performance is the limited absorptive 
capacity at the time and slow 
implementation, which might explain the 
drastic reduction of loan approvals in the 
1990s, although these figures are somewhat 
skewed by the program loan (footnote 18) 
that was approved at the end of the 1980s 
and disbursed in 1990 and 1991. 
Disbursements in the social sectors had a slow start in the 1970s, but since then they have 
accounted for roughly 30% of total disbursements. 

21. The Annual Report on Loan and Technical Assistance Portfolio Performance for the 
Period Ending 31 December 200120 pointed out that 31% of the country’s portfolio was in the 
                                                                 
19  The annual disbursement ratio is the ratio of total disbursements in a given year over the net loan amount 

available at the beginning of the year plus the loan amounts of newly approved loans that become effective during 
the same year. 

20  ADB. 2002. Annual Report on Loan and Technical Assistance Portfolio Performance for the Period Ending 31 
December 2001. Manila. 
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“at-risk category,” comparing unfavorably with the ADB average of 24%. The rating was 
attributed to delays in loan effectiveness, allocation of counterpart resources, establishment of 
project management units and recruiting of staff, and high staff turnover. The report concluded 
that while overall performance improved in comparison to previous years, “considerable 
opportunity remained for improving implementation, administration, and procurement 
procedures, and particularly in complying with audit submission requirements.” The same report 
for the period ending December 2002, however, reported a turnaround in performance—only 
4% of the PNG portfolio (in terms of loan amount) was at risk, compared with 24% for the region 
and 17% ADB-wide. No explanation was given for this improvement. Delays occurred at loan 
effectiveness, the longest being 27 months; the highest number of extensions to loan 
effectiveness being five times. Project completion averaged 22 months and ranged between 9 
months ahead of and 85 months behind schedule. A comparison by sectors shows, the longest 
overruns at loan effectiveness were experienced in the finance sector (10 months), while the 
transport and communications sector had an average overrun of only 1 month. However, 
overruns in completion were longest in sectors that involved land access issues: 41 months in 
energy, 31 in transport and communications, and 22 in agriculture. 

22. In 1998, the operations department reviewed the existing program with the intention of 
reducing the number of projects with extended implementation periods. The exercise resulted in 
the cancellation of US$31 million worth of commitments that were no longer required. Plans 
were made to close four of the seven ongoing projects that had been approved prior to the 
pause in lending between 1994 and 1996 (para. 14). 

E. Performance Monitoring and Evaluation 

1. Mechanisms  

23. The performance of the country program as a whole is monitored through country 
program review missions and review of the country portfolio performance, and of projects. 
Status reports were also included in country assistance plans. Recurring implementation 
problems with the portfolio included inadequate institutional capacities (lack of qualified staff for 
project implementation and management, insufficient counterpart funds, and cumbersome 
administrative procedures), problems in interagency coordination, and difficulties with land 
acquisition. These problems still prevail today and form a difficult context in which to design, 
implement, and eventually operate and manage project facilities. Nonetheless, they are often 
insufficiently recognized and analyzed by development partners, including ADB. 

24. Since 2001, ADB has been monitoring country performance as part of its performance-
based lending policy. The common criteria include factors in the policy and institutional 
environment; parameters to determine socially inclusive development; and, to a lesser extent, 
the performance of the portfolio. Monitoring helps determine the level of concessional lending 
(footnote 12) and summarizes the contributions of ADB and other development partners to 
significant policy changes. It thus could serve as an instrument to monitor the impact of ADB’s 
program on macroeconomic and social development parameters. 

25. At the project level, performance management is exercised through a number of 
mechanisms. An evaluation of project performance management covered selected projects in 
PNG. The evaluation mission found that the monitoring of inputs, activities, and outputs was 
carried out reasonably well. However, little, if any, attention was paid to outcomes and impacts. 
Monitoring and evaluation stopped as soon as project implementation was completed. Thus, the 
true benefits of projects in operation were not captured. Project frameworks were often not used 
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for monitoring purposes, and project administrative memoranda, which should define monitoring 
and evaluation mechanisms, were not prepared for two of the four projects under review. 
Reporting systems of the executing agencies producing quarterly reports were not aligned with 
ADB’s monthly performance monitoring system, although regular monitoring took place through 
staff missions, electronic mail, and telephone conversations. The CAPE found that the number 
of staff–days per year for supervising loan projects (including mission travel) averaged 18 
(between 1993 and 2002) and increased from 22 days in 2001 to 24 days in 2002. The average 
figures are above the ADB-wide average of 14 staff-days per project per year and the PDMC 
average of 13 staff-days, for the same period (1993–2002). For TAs, the average of 6 staff-days 
per TA was in line with the average for PDMCs but below the ADB average of 8 staff-days per 
TA from 1994 to 2002.  

26. Loan-specific reports include project completion reports (PCRs) and project/program 
performance audit reports (PPAR). Of the 33 completed projects, PCRs were prepared for 31 
projects,21 with project ratings as follows: 18 not rated (58%),22 3 rated as generally successful 
(10%), 8 as partly successful (26%), and 2 as unsuccessful (6%).23 PPARs were prepared for 
21 projects, with 8 projects rated as successful (38%), 12 as partly successful (57%), and 1 as 
unsuccessful (5%). In comparison, the ADB-wide percentages of projects rated as successful 
(58%) and unsuccessful (11%) are higher. The proportion of postevaluated projects to 
completed projects was 68%, which is above the ADB-wide average of 61% and the PDMC 
average of 57%. 

2. Findings 

27. Findings from evaluation reports for PNG were summarized in country synthesis reports 
prepared in 199024 and 1995.25 The 1990 report covered 10 projects that had been 
postevaluated up to that year, including one project each in the agriculture, education, and 
power sectors, two projects each for development finance institutions and urban water supply, 
and three transport projects. At the time, only one project had been assessed to be generally 
successful, six were considered partly successful, and one was rated as unsuccessful. 
Underperforming projects suffered from implementation delays and cost overruns, which were 
attributed to design weaknesses, overestimating the implementation capacities of executing 
agencies, and underestimating social factors in the project context. Similar findings were made 
in the 1995 synthesis report, which summarized the findings of 13 PPARs for 15 projects. It 
pointed out that “project design was a crucial factor affecting project performance” and simple 
project designs, such as those pursued in transport and water supply projects, were more 
successful than the complex designs seen in agriculture and development finance. Because 
projects had not been careful enough in assessing sociocultural factors and had not involved 
beneficiaries sufficiently during project design and implementation, ownership and absorption of 
technology was limited. The capacity of executing agencies to implement projects was often 
overestimated, and project sustainability after completion was questionable, given existing 
capacities and funding for the upkeep of facilities. 

                                                                 
21  No PCR was prepared for the Divune Hydropower Project, because the loan was cancelled. The preparation of 

the PCR for the Third Urban Water Supply Project is scheduled for 2003. 
22  Project ratings in PCRs became a mandatory requirement in 1995. 
23  The old rating system with three categories is applied here, because all projects except one were evaluated when 

the old system was in place.  
24  ADB. 1990. Special Study: A Review of Postevaluation Findings in Papua New Guinea. Manila. 
25  ADB. 1995. Country Synthesis of Postevaluation Findings in Papua New Guinea. Manila. 
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III. CONTRIBUTING TO PNG’S DEVELOPMENT 

28. An analysis of the national development goals and processes and ADB’s country 
strategies showed that three key development themes recurred over the past 30 years: 
economic growth and dealing with the dual economy, delivery of public services, and the 
machinery of government. This part of the CAPE is structured around the three themes, to 
illustrate how ADB’s assistance supported PNG’s development process in these areas. 
Appendix 4 provides perspectives on the main sectors. 

A. The Structure of the Economy: Growth and Dual Economy 

29. PNG’s economy is dualistic. The formal sector is small and includes mining and, to a 
lesser extent, forestry. PNG’s total exports were around 55% of current gross domestic product 
in 2002 and are dominated by agricultural commodities and minerals, of which six major 
products (crude oil, gold, copper, cocoa, coffee, and palm oil) account for 90% of the total value. 
This structure makes the economy highly dependent on a limited set of commodity prices and 
the prospects of the mining sector. A perpetual complaint has been that revenues from the 
mining sector have not been effectively invested to support and transform the rest of the 
economy, but today their share in total revenues and grants is relatively small (around 10% in 
2002).26  

30. Agriculture and other productive sectors are largely informal, with subsistence and 
smallholder farming being the main preoccupations of much of the rural population. With the 
collapse of commodity prices for copra and coconut oil in the 1980s, these subsectors 
disappeared, and with them the jobs and coastal shipping services that depended on high 
export volumes of these commodities. Today, coffee and cocoa are the main agricultural export 
commodities and are largely produced on smallholder farms, which accounted for 8% of PNG’s 
exports in 2002. Rural areas remain underprivileged in terms of physical infrastructure and 
access to financial and public services, which hinder agriculture growth and prospects in rural 
areas. In rural and urban areas, neither the formal sector, which is capital-intensive and 
provides few employment opportunities, nor the agriculture or other sectors have generated 
sufficient jobs to absorb the unemployed or the growing population of new entrants into the 
labor market. At the same time, the labor market suffers from low education and skill standards 
and poor motivation of much of the workforce. Among other problems, high unemployment 
rates, especially among young people, contribute to the deteriorating law and order situation.  

1. Government policies 

31. From the early years of independence, PNG development policies acknowledged the 
importance of increasing job opportunities, particularly in rural areas. “Rural self-employment 
was to be the main income-earning opportunity for the majority of the population.”27 Aims to 
foster agriculture development, diversify exports, and increase rural employment resulted in 
government policies that promoted nucleus estates and smallholder projects, particularly in the 
early years of independence. However, policy declarations were not backed with requisite 
budget allocations and actions. Reasons for this shortfall can be found in (i) an initial emphasis 
on government-led investments and initiatives that did not recognize the need for competitive 
cost structures and the importance of private sector participation; (ii) a lack of understanding of 
the role and importance of the informal and small enterprise sector; (iii) an exchange rate 
                                                                 
26  Between 1975 and 1997, the Mineral Resources Stabilization Fund received K2.6 billion. However, the fund was 

depleted when used to repay Government borrowings that had financed expansionary budget policies. 
27  World Bank. 1997. PNG Accelerating Agriculture Growth: An Action Plan. Washington. 
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regime, tariffs and price controls, and wage policies that initially disadvantaged the agriculture 
sector and hampered private sector expansion; and (iv) problems with alienating land and 
issuing private land titles that could have been used as collateral. Few local capacities existed 
at independence to manage a complex, resource-based economy vulnerable to external 
shocks. 

32. In 1989, the Bougainville copper mine conflict created fiscal challenges of an immediate 
nature (depriving the Government of essential revenue while requiring increased military 
expenditure to quell the uprising) and, for the medium term, illustrated the need to reduce 
dependence on a few unreliable or unsustainable sources of revenue. The urgent need for 
restructuring the economy was recognized and the situation “underscored the need, as well as 
provided an opportunity, to undertake more fundamental structural adjustments to accelerate 
the development of the nonmining sectors of the economy and broaden the productive base” 
(footnote 9). Government policies at the time involved short-term stabilization and medium-term 
reform measures, and a special interventions program that aimed to “inject substantial funds 
into the economy to contain unemployment and income reduction within the next 2 years” 
(footnote 9). Projects were to finance public works in seven subsectors. However, few of these 
subsectors held a strong promise to foster private sector development. In retrospect, the World 
Bank found that “Government policies and resources have focused on fostering mining 
activities, but little attention has been paid to broad-based rural development. This pattern 
persists despite the fact that most Papua New Guineans derive their income from subsistence 
or semisubsistence agriculture and that there has been no improvement in the living conditions 
of the poor—especially the rural poor.”28 

2. ADB Strategy and Program  

33. Concerns with the dual economy were manifest in ADB country strategies from the 
beginning, with their focus on broad-based economic growth in the agriculture and rural sectors 
and private sector development. A concomitant goal was that of employment creation, which 
remains one of the key weaknesses of the current economic structure. Country programs 
included a collection of projects in the agriculture (including forestry and fisheries), education,29 
industries and finance, and transport sectors. Strategies for each sector recognized the need to 
contribute to overall growth, but did so in generic terms, and otherwise focused on sector 
issues.  

34. The focus of sector assistance was not driven by strategic choices, but rather evolved 
seemingly in response to new trends and demands. Strategies were descriptive rather than 
anticipating a sequence of necessary changes and assistance to support a development or 
reform process. In the agriculture sector, for example, the program focus moved from improving 
production practices (1989) to ensuring market access (1993), improving the policy framework 
(1994), and returning to a focus on agriculture-related services (1998), corresponding to loans 
approved during those years. Support to industry/enterprise development started with 
assistance to the PNG Development Bank,30 followed by a loan for establishing an industrial 
estate in Lae,31 and foresaw further projects (which did not materialize) to strengthen the 
Government’s role in supporting the sector. More recently, the strategy has been reoriented 

                                                                 
28  World Bank. 1999. PNG Improving Governance and Performance . Washington. 
29  Education, while being a social sector, is included here because of its focus on tertiary education in support of 

enterprise development. 
30  Three loans to the PNG Development Bank were approved between 1971 and 1982, totaling US$22.5 million. 
31  ADB. 1990. Report and Recommendation of the President to the Board of Directors on Industrial Center 

Development. Manila. 
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toward small- and medium-sized enterprises (SMEs), through skills development32 and 
microfinance.33 In the fisheries and forestry subsectors, attempts were made to develop an 
assistance program from the 1980s onward, but lending materialized only in the late 1990s in 
the fisheries sector (the World Bank is a major development partner in the forestry sector). In 
the transport sector, the strategy focused on rehabilitation and maintenance rather than 
expansion of the road network. 

35. None of the sector strategies was framed in terms of their contribution to (rural) growth 
or overcoming the biases of the dual economy. The country strategies did not bridge the gap by 
providing a strategic framework that would allow related sectors to complement each other. The 
overall objective, set in COSs, of promoting economic growth and employment creation could 
be assessed with the help of country performance data. However, to equate the country’s 
performance with that of ADB’s assistance ignores the relative significance (or insignificance) of 
ADB’s contribution (Australian bilateral aid provides a much larger share [para. 83]), the more 
limited focus of ADB’s assistance program, and factors that were beyond the program but 
played a major role in its outcomes. The objective set in country strategies is, thus, not 
sufficiently well defined for measuring the development impact of ADB’s assistance program, 
and sector strategies as reflected in COSs generally did not establish specific outcome targets 
for sector performance.  

36. The importance accorded to productive and related sectors is shown by the total amount 
of loans and TAs approved between 1971 and 2002: 69% of total lending and 63% of TA grants. 
Lending and TA totals per sector included under this heading are shown in Table 1. 

Table 1: Approved Loans and Technical Assistance (1971–2002)  

 Lending  Technical Assistance 
Sector Amount 

(US$ million) 
% of Total 
Approvals 

Number  Amount 
(US$ million) 

% of Total 
Approvals 

Number 

Agriculture 190.4 22 13  9.5 23 33 
Education 55.9 7 4  1.7 4 5 
Energy 43.0 5 5  2.7 7 9 
Finance 32.1 4 4  1.0 2 4 
Industry 8.4 1 1  2.0 5 5 
Ports 50.8 6 4  3.5 8 10 
Roads  203.1 24 8  6.0 14 14 
Total 583.7 69 39  26.4 63 80 

US$ = US dollars and % = percentage. 
Note: The education sector is included here, because assistance focused on tertiary and employable skills 
rather than basic education and service delivery in that context. 
Source: Asian Development Bank. 

 

37. An analysis of COPPs reveals that ADB’s operational program included a large number 
of projects that were considered but did not materialize. Between 1989 (when the first COPP 
was prepared) and 2002, a total of US$540 million had been earmarked for loans (firm pipeline) 
to the agriculture, energy, finance, industry, and transport sectors, while actual loan approvals 
amounted to US$306 million.34 A review of planned and actual loan approvals by sector shows 
large shifts between sectors in each year and for the entire period, which indicates complex 

                                                                 
32  ADB. 1999. Report and Recommendation of the President to the Board of Directors on the Employment-Oriented 

Skills Development Project. Manila. 
33  ADB. 2000. Report and Recommendation of the President on the Microfinance and Employment Project. Manila. 
34  Several COPPs observed shortfalls in loan approvals, which resulted in a downward adjustment of the lending 

ceiling of the country program from US$100 million to around US$60 million. 
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problems that make strategic planning and programming difficult, if not impossible. In the 
agriculture sector alone, 21 PPTAs were approved, resulting in 9 loans, which is an unusually 
high ratio of PPTAs to loans.35 This ratio resulted from inadequate project identification, 
planning, and design capacities and frequent staff changes within the responsible ministry, 
which were disruptive to continuing support for project concepts and to efforts to see projects 
through all stages, from identification to approval and implementation. This situation seems to 
have improved. 

3. Project Design 

38. Between 1986 and 2002, loans worth US$421 million (67% of total lending during the 
same period) were approved for 18 projects, and US$22 million (61% of total TA grants during 
the same period) was approved for 58 TA activities. Assistance fell under the following four 
categories: 

(i) Policy environment. ADB supported the Government’s plans to reform, expand, 
and diversify the agriculture sector with the approval of the ASPL (footnote 18), 
which included reforms in the areas of commodity stabilization funds, agriculture 
tax and tariffs, and agriculture credit. A decade later, two separate projects dealt 
with policy reforms in the fisheries sector36 and those that affected the informal 
sector (footnote 32). All three projects aimed to create a policy environment that 
fosters economic diversification and growth. 

(ii) Direct support to farmers. Two loans37 were approved in the mid-1980s, with 
the aims of expanding smallholder production and increasing employment 
opportunities and income and living standards in rural areas. These were 
integrated rural development projects that included assistance for setting up 
smallholders, providing them with blocks of land and financing the same through 
credit schemes, building transport and social infrastructure, and providing 
extension services.  

(iii) Support services. Between 1986 and 2002, ADB’s program included five 
projects38 that aimed to improve support services in the form of extension 
services, access to finance, and skills development. Target groups included 
farmers, entrepreneurs, and people with the potential to become self-employed 
microentrepreneurs, since each could benefit from assistance to increase 
productivity and income or newly developed income-generating opportunities. 

                                                                 
35  A total of three PPTAs were approved in 2000 and 2002, and thus might not yet have resulted in loans. 
36  ADB. 1998. Report and Recommendation of the President to the Board of Directors on the Fisheries Development 

Project. Manila. 
37  ADB. 1986. Report and Recommendation of the President to the Board of Directors on the West New Britain 

Smallholder Development Project. Manila. 
 ADB. 1987. Report and Recommendation of the President to the Board of Directors on the East New Britain 

Smallholder Development Project. Manila. 
38  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Agriculture Research 

and Extension Project. Manila.  
 ADB. 1998. Report and Recommendation of the President to the Board of Directors on the Smallholder Support 

Services Pilot Project. Manila.  
 The Employment-Oriented Skills Development Project (footnote 32)  
 The Microfinance and Employment Project (footnote 33).  
 ADB. 2001. Report and Recommendation of the President to the Board of Directors on the Nucleus Agro-

Enterprises Project. Manila. 
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(iv) Infrastructure. Infrastructure needs of farmers, entrepreneurs, and fisherfolk 
were included in a number of projects, such as the smallholder projects in East 
and West New Britain (footnote 37), the industrial center in Lae (footnote 31), and 
the Fisheries Development Project (footnote 36). Provisions were directly linked 
largely to the needs of target beneficiaries for transportation services (access to 
markets and landing of goods) and social infrastructure in some projects. 
Assistance to the road and power sector pursued goals of promoting economic 
growth; increasing exports; reducing costs (to power generation or the transport 
sector); and connecting remote parts of the country, thereby enabling the 
provision of social services. 

39. Common design problems included (i) insufficient analysis of conditions in PNG and at 
project sites, leading to general rather than PNG-specific recommendations or solutions that 
ignored local conditions; (ii) ownership expressed in generic terms (linked to policy statements), 
without identifying “champions” for projects or analyzing different stakeholders (their objectives 
and potential objections); (iii) weak links between stated goals and project outputs, without 
analyzing whether or to what extent economic growth or restructuring, for example, would result 
from interventions; (iv) uneven selection of performance criteria and indicators for measuring 
change and impact; (v) insufficient analysis of impacts on recurrent expenditures and 
whether/how these would be financed in the long term; (vi) limited assessment of the actual cost 
of reforms for budget-support types of loans; and (vii) time horizons that complied with standard 
practices but did not recognize the complex set of factors affecting projects in PNG that require 
longer planning and implementation periods. 

4. Implementation  

40. Implementation arrangements in project design followed prevailing standards for 
contracting, consultants’ recruitment, financial management, and monitoring and reporting. 
Requirements changed over time and have become more standardized, with more detailed and 
specific requirements in each case. Most projects had complex management structures with 
multiple layers and committees, whose responsibilities ranged from supervision and monitoring 
to being the ultimate decision-making body. The amount and type of information provided on the 
responsibilities of each layer in the project management structure varied greatly from project to 
project. All projects that involved land acquisition specified actions to be taken to ensure land 
would be available prior to or at the beginning of project implementation.39 Almost all projects 
involved a large number of consultants (domestic and international), many of whom were 
engaged through long-term contracts, often with project management functions. The number of 
consultants has not declined in the recent past; on the contrary, more recent projects engage as 
many or more consultants in terms of number of person-months. Reporting requirements were 
specified in all projects, but little was said about the purpose of reporting, so the exercise of 
complying with requirements became mechanical, and monitoring reports were not used for 
management purposes. Reports included quarterly progress reports, audited annual accounts, 
midterm reviews, benefit monitoring and evaluation reports, and completion reports. 
Implementation issues observed in PCRs and PPARs showed that (i) management structures 
were complex, did not improve coordination, and were mostly dysfunctional; (ii) counterpart 
funds were not available or delayed; (iii) counterpart staff were missing; and (iv) reporting, 
including submitting audited financial statements, was delayed or inadequate. Many of these 
                                                                 
39  Land acquisition remains problematic in PNG, because of uncertainties concerning traditional land ownership 

rights and prolonged and renewed disputes over compensation, even after agreements were reached. 
Implementers increasingly try to involve local communities in projects and site maintenance, to increase ownership 
and reduce vandalism. 
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problems are still evident in ongoing projects and occurred in projects in other sectors (para. 
53). 

5. Outcomes  

41. Most projects were relatively successful in generating expected outputs at various levels, 
including (i) policies (under the ASPL most policy conditions were met and under the fisheries 
development project significant policy changes were introduced); (ii) institutions (vocational and 
technical education centers and an industrial center were established); (iii) service provision 
(financial services were provided for some time through the development finance institutions 
that were assisted, extension services were provided, and research was conducted); (iv) direct 
assistance (smallholders benefited from direct assistance, through smallholder blocks and 
plantations); and (v) infrastructure, although road investments were implemented slowly and 
partly cancelled. These outputs were produced over the past 15 years or more, but in no 
deliberate sequence. More details on project results are in Appendix 4. 

42. However, sector impacts were less impressive. In the agriculture sector, the ASPL 
provided funding for investments that otherwise might have fallen short, but the PPAR 40 found 
“no evidence of overall improvements in productivity or production, investment, or land 
utilization. There have been disinvestments and loss of jobs on coffee, cocoa, and coconut 
estates and downstream processing.” Similarly, assistance to smallholders growing oil palm (in 
West New Britain) and cocoa (in East New Britain) reportedly had positive impacts on individual 
smallholders. However, trend data on yields and harvests were not available to quantify the 
extent to which these projects contributed to agricultural output in these two tree crops. 
Household survey and key informant interviews indicated that productivity depended on 
commodity prices (incentives for harvesting) and law and order (opportunity to reach markets or 
traders), both of which determine the returns that a smallholder can expect. Feedback on 
extension service was varied. Service providers were frustrated with the lack of resources that 
hindered their efficient provision of services. Household surveys, however, indicated a 
reasonable level of service provision (in relatively close proximity of the service station) and 
satisfaction with services, while the participatory evaluation indicated that hardly any extension 
officers visited the communities, and if they did so little valuable advice or services was 
provided. The current Smallholder Support Services Pilot Project aims to develop extension 
services that are provided by expert farmers, and thus introduce a fundamental change to the 
sector, or, as one key informant put it, “the way we [the Government] do business.” The 
project’s midterm review found that outreach was satisfactory and that the cost of service 
provision was one tenth of the cost of public service provision. However, no data was presented 
on changes in cropping patterns, farming practices, or yields. A positive exception is the 
fisheries sector, where the establishment of the National Fisheries Authority resulted in an 
increase of revenue from US$2.5 million equivalent in 1998 to US$11.6 million equivalent in 
2002. Foreign and domestic investors were attracted through improved licensing arrangements, 
and the role of the authority focused on regulatory functions, which aim to ensure sustainable 
fishing levels without depleting fish resources. In addition, 7,000-10,000 jobs could be created in 
the fishing industry (fishing, canning, and processing). These gains are recent; their 
sustainability depends on the Government’s commitment to managing the sector professionally 
and efficiently.  

43. In the areas of finance and enterprise development, assistance to the development 
finance institution was not sustained. At present, financial services in rural areas are not 

                                                                 
40  ADB. 2001. Program Performance Audit Report on the Agriculture Sector Program in Papua New Guinea. Manila. 



 16

available. ADB’s microfinance project aims to address this gap, but it is too early to assess 
whether the project will be successful in doing so. Law and order problems make the operation 
of any financial service a high-risk business, and building up accounting and accountability 
standards will require considerable time. Small gains have been made in entrepreneurship and 
skills development, but earlier efforts (through technical and vocation training institutions) had 
limited impacts, because demand for skilled labor was (and continues to be) low, given the 
small (and shrinking) formal employment sector. The industrial center in Lae, while operational, 
generated only 10% of anticipated employment, in part because warehouses take up over 50% 
of the space and generate only 18% of the center’s jobs. The two main reasons for the 
presence of enterprises at the center are law and order and low rent, which is about one third of 
the rent charged in Lae’s commercial areas. ADB’s current efforts aim to develop skills for 
income-generating activities that will supplement household incomes in times of need. While 
this is a valuable contribution the initiative is not likely to contribute significantly to 
entrepreneurship development.  

44. In the transport sector, ADB supported the expansion of the port in Lae, which, as the 
only profitable port in PNG, cross-subsidizes the operations of other smaller and less profitable 
ports, some of which were also assisted by ADB. In addition, efforts are under way to invest in 
maritime navigation aids, which are expected to contribute to improving coastal transport 
services. These supply-side inputs are important contributions to making the subsector function. 
However, whether they will be sufficient to overcome other factors affecting demand (economic 
growth, demand and opportunity for trading goods, income, cost of fuel, and law and order) 
remains to be seen. In the road transport sector, investments made temporary improvements to 
transport services, some of which generated high rates of return. However, projects in areas 
with limited economic activities did not trigger economic growth (thus the road investments were 
economically unviable), while other investments have not been maintained and temporary gains 
have been lost. This subsector’s performance depends highly on the Government’s willingness 
and ability to allocate resources to road maintenance. Ongoing ADB assistance aims to 
establish a national road authority and a road fund, but it is too early to assess whether these 
efforts will be successful in overcoming maintenance problems.  

45. When assessing the impact of these initiatives on the performance of the economy, 
factors that were beyond the assistance program need to be considered, including political 
changes and decisions concerning the macroeconomic framework, international market prices 
for commodities, programs of other development partners, and internal law and order, to name 
a few. As illustrated, assistance was insufficient in bringing about significant improvements to 
sector performance and even less sufficient in diversifying the economy, which is an ambitious 
goal. 

B. Delivering Public Services 

46. In PNG, the delivery of public services involves facing challenges that are intrinsic to the 
system: complex governance structures (with a large degree of decentralization at local levels) 
that were and are ill-prepared to deliver services and a budgetary system that cannot 
adequately ensure that funds reach local levels and are spent on services. In addition, the 
demographic and geographical features of PNG make service delivery difficult and expensive. 
These features include small communities in remote locations, rugged terrain and limited 
transport and other services, and ethnic differences that make postings in districts and beyond 
unattractive to public servants. Moreover, the lack of transport services impedes the extent to 
which other services can reach remoter locations. Land ownership issues and vandalism affect 
the construction and maintenance of infrastructure. Combined, these factors have resulted in a 
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deterioration of public service delivery, particularly in rural areas, and they have led to several 
attempts at using NGOs in addition to or in place of public service providers. Given ADB’s focus 
on the health and WSS sectors, this section covers only these two sectors, although the 
observations apply also to other public services (e.g., agriculture extension services). 

1. Government Policies 

47. The health sector is one of the sectors most affected by the first and second organic 
laws which prescribed the decentralization of public services. Responsibilities were devolved 
first to provincial governments then, in 1995, to districts. As a result of this process, the 
Department of Health lost control over the delivery of health services at subnational levels. At 
the same time, capacities in districts are extremely limited, because they lacked (i) technical 
knowledge and understanding of district administration, (ii) staff (who were to be transferred 
from provinces but actually remained in their positions for the lack of physical facilities at district 
level), and (iii) financial resources (funds were not transferred from provinces to districts). In 
recognition of these weaknesses, national and provincial authorities signed a memorandum of 
understanding that reversed reporting lines from district health workers back to provincial health 
administrators. National health plans, prepared since 1974, focused on improving primary health 
care and hospital services and changing behavioral patterns of people to reduce the incidence 
of disease. Sector reforms became a prominent feature in the current plan. Health service 
delivery and performance against health indicators remains highly dependent on external 
funding. Between 1996 and 2000, AusAID provided significant funding to the sector. AusAID 
funds generated positive impacts, but these were at a very high cost and of a temporary nature 
(health indicators have been declining since 2000).  

48. The responsibility for WSS, originally vested with public works, was divided among one 
agency (Eda Ranu) that serves Port Moresby, the PNG Waterboard (responsible for all other 
urban areas), and the Department of Health (responsible for WSS in rural areas). As a result, no 
one agency is the focal point for sector planning and management. The PNG Waterboard, 
which has been the main partner in ADB assistance efforts, was established as a commercial 
statutory authority in 1986, and it and its board of directors are free of political interference. 
However, it has to fulfill a challenging mandate: provide essential services to all (urban) citizens, 
while generating a 10% return on investments. For reasons of affordability (and political 
stability), tariffs were raised very little, making it difficult for the PNG Waterboard to meet its 
different demands. Only the operations in Lae generate profits that were used to cross-
subsidize smaller loss-making schemes.  

2. ADB Strategy and Program  

49. ADB’s program for improving public service delivery included assistance to the health 
and WSS sectors, with ADB designated as the lead agency in both sectors.41 Just as for the 
economic growth agenda, assistance to these two sectors involved policy dialogue and 
assistance to develop national strategies to guide the investments and TA of ADB and, in some 
cases, of other development partners. This was the case in the health sector, where the ADB-
funded national health plan42 was used to help officials make informed policy and investment 
choices. Early country program papers suggested that assistance to the health sector should be 
aimed at expanding the delivery system for health services, thereby reinforcing the rationale for 

                                                                 
41  As mentioned in footnote 29, assistance to the education sector was included as part of the program assisting 

economic growth, given its focus on tertiary education directly related to employable skills. 
42  ADB. 1996. Technical Assistance to Papua New Guinea for National Health Plan Development. Manila. 
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approving the first health projects.43 After 1994, the health sector strategy was refocused from 
expansion of the service delivery network to quality improvements, and eventually resulted in 
the Health Sector Development Program (HSDP).44 In the urban WSS sector, the 1991 COPP 
stated that ADB’s program aimed to support government policies to provide universal access to 
a safe water supply but focused on urban areas, ignoring the fact that 85% of the population live 
in rural areas and continued with a focus on investments in expanding supply systems. These 
priorities reflected ADB’s immediate pipeline of loans and TA grants. 

50. The strategy papers did not define what was meant by improvements to the public 
service delivery (e.g., increasing outreach, improving quality, or increasing efficiency). Sector 
strategies were developed in isolation, without recognizing issues common to both (and other 
sectors), such as (i) financing, including budgeting and planning, cost recovery, budget 
allocations, transfer of funds from center to province and district, and the potential conflict 
between budget constraints and improved service provisions; (ii) staffing, including levels, 
qualifications, the need for multiple skills, because of low staffing levels, and the need for 
continued staff development; (iii) outreach to remote areas affected by poor transportation and 
facilities, which  make posts unattractive to staff and difficult to manage; and (iv) costly 
operations of small facilities that lack economies of scale and require different delivery systems. 
Efforts to identify and address issues common to public service delivery (regardless of sector) 
were introduced only in the design of the Public Service Program (PSP), approved in 2001 
(para. 59).  

51. Table 2 summarizes the amount of lending and TA extended to the health and urban 
WSS sectors. Compared to the economic growth sectors, these sectors received relatively 
fewer resources: 20% of total loan approvals during 1971—2002, and 19% of TA resources for 
the same period. 71% of lending to these two sectors took place over the last 15 years, the 
period under in-depth review in this CAPE: US$110 million were approved for 6 loans and US$7 
million for 21 TAs. The following sections of the CAPE review operations in these two sectors. 

Table 2: Approved Loans and Technical Assistance (1971–2002) 

 Lending  Technical Assistance 
Sector Amount 

(US$ million) 
% of Total 
Approvals 

Number  Amount 
(US$ million) 

% of Total 
Approvals 

Number 

Health 124.5 15 9  5.2 12 18 
Urban Water 
Supply and 
Sanitation 

45.5 5 4 
 

2.8 7 7 

Total 170.0 20 13  8.0 19 25 
US$ = US dollars and % = percentage. 
Source: Asian Development Bank. 

 

3. Project Design 

52. The SIP (footnote 9) was the first project approved during the period under in-depth 
review and covered the health and WSS sectors. Prior to the SIP, three loans had been 

                                                                 
43  ADB. 1982. Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Rural Health Services Project. Manila  
 ADB. 1985 Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Second Rural Health Services Project. Manila. 
44  ADB. 1997. Report and Recommendation of the President to the Board of Directors on the Health Sector 

Development Program  and Health Sector Improvement Project. Manila. 
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approved for the health sector and two for WSS and afterwards assistance continued through 
separate, sector-specific projects. These projects were the vehicle to implement priorities 
summarized in country strategy and country program papers (para. 49). Appendix 4 provides 
details for each sector. Common design issues included: 

(i) Consistency of goals and focus. In the health sector, the goal was to provide 
services to the majority of people and, in particular, to the poor. Consequently, 
assistance focused correctly on rural areas and on primary and maternal and 
child health care. By contrast, in the WSS sector similar goals were declared, but 
focus (in line with the PNG Waterboard’s mandate) was placed on urban areas 
outside Port Moresby, seemingly ignoring the fact that the majority of people, 
especially the poor, live in rural areas. 

(ii) Definition of service quality. While aiming to improve public service delivery, 
assistance did not define parameters that established the targeted level/quality of 
services that are affordable to the Government and citizens and sustainable. 
Such quality standards should define the minimum standard of public services 
that citizens are entitled to, setting the benchmark for what can be delivered with 
the given public resources and comparison with current attainments to define 
targets for improvements in service delivery. The PSP aims to address this gap in 
that “each of the central line agencies will develop and publish service standards 
for all services [and] costs for the resources necessary to provide the standards 
of service” (footnote 48). 

(iii) Recurrent expenditure. Projects were aimed at attaining service improvements 
through expanding the physical infrastructure of service networks and/or through 
creating additional staff positions. Both actions have implications for recurrent 
expenditures after project completion. However, under most projects, it was 
assumed that incremental costs would be covered through allocations from the 
recurrent budget, without assessing how realistic such an assumption was. 

(iv) Performance measurement. Projects set ambitious and generic goals, such as 
quality of life improvements, without providing indicators that would narrow the 
focus and make project impacts more realistic. Early health sector loans did not 
contain project performance indicators, and, once introduced in the HSDP 
baseline data and specific targets were not defined, making it difficult to assess 
what the HSDP set out to achieve (in quantifiable terms), whether these goals 
were realistic, and, at the end, whether they were attained. In the WSS sector, 
the first projects included well-defined output (physical attainments) and outcome 
(number of customers benefiting from service delivery) indicators, but they were 
missing impact indicators, such as incidence of waterborne diseases. The latest 
project45 contains fewer quantifiable indicators, and it lumps the number of water 
connections for all four towns into one. Without a baseline for any town, it is 
difficult to assess whether the target constitutes an improvement (and what 
degree of improvement) and makes monitoring progress in each town impossible. 

                                                                 
45  ADB. 2000. Report and Recommendation of the President to the Board of Directors on the Provincial Towns 

Water Supply And Sanitation Project. Manila. 
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4. Implementation 

53. Similar to projects in other sectors (para. 40), implementation arrangements complied 
with standards that existed at the time, and entailed complex coordination arrangements, a 
large number of consultants, and detailed reporting requirements. As in the case of growth-
oriented projects, implementation problems were reported in terms of management structures, 
counterpart funding and staff, and reporting requirements. In addition, the PCR for the 
population and family planning project reported that (i) multiagency funding resulted in multiple 
administrative and reporting requirements, which burdened the executing agency; and (ii) 
anticipated synergy effects did not occur, because project implementation became too complex 
and did not happen according to schedule. As in the case of many other sectors, the HSDP 
depends on the presence of an international consultant to manage day-to-day operations. 
Implementation of the provincial towns WSS project started while fieldwork for the CAPE was 
ongoing (loan effectiveness was pending, due to the lack of a legal opinion). Therefore, no 
comment is made on its implementation performance. 

5. Outcomes  

54. Physical outputs were produced largely as planned. However, these physical outputs 
have not resulted in desired improvements in service delivery or sector performance. Health 
indicators have improved compared to the level at independence, but these aggregate figures 
hide the fact that trends over the past few years have been negative and do not reflect the cost 
(through external funding) at which improvements were temporarily attained. In the WSS sector, 
outcomes—defined as provision of WSS services to the entire population—were limited, given 
the limited outreach of the PNG Waterboard (it is mandated to service 10% of PNG’s 
population). Within its mandate, operational performance indicators (such as unaccounted for 
water) show that additional service improvement can and should be attained. Outcomes in 
terms of improving public sector performance (service delivery) suffered from a lack of 
definition, goals, and corresponding performance indicators that would facilitate generating 
broad-based commitment and action to attain set targets. Details on project outcomes are in 
Appendix 4. 

C. Machinery of Government 

55. The functioning of the central Government and its relations with subnational 
governments was and continues to be important in a young nation-state like PNG. Building the 
machinery of government involves defining the roles and responsibilities of agencies at national 
and subnational levels, determining the code of conduct within the civil service, and setting out 
financial management arrangements and administrative procedures. 

1. Government Policies 

56. From independence onward the machinery of government was under scrutiny, as the 
colonial system had to be transformed to meet PNG’s requirements. A first, radical step was the 
adoption of the First Organic Law (1977), which defined the distribution of powers between the 
national and provincial level and included some areas of shared responsibilities.  While 
designed to empower local governments, the decentralized system did not overcome but 
possibly magnified inherent systemic weaknesses. Traditional affiliations determined staff 
appointments and promotions, regardless of competence and performance. Powers in 
exercising authority were not checked by subordinates, who were bound by tradition to follow 
the command of those in control. Both of these factors were compounded by weak 
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administrative capacities and communities that were insufficiently informed, knowledgeable, and 
empowered to hold government and politicians accountable for their decisions and actions. 
These factors resulted in increasing disillusionment (within government and outside) with the 
machinery’s ability to govern, manage the economy, and deliver public services. In an effort to 
address these frustrations, a second organic law was adopted in 1995, decentralizing powers 
further to the districts. While legislation has been passed, capacities to implement and enforce 
the law remain weak—8 years after the law was passed.  

57. In parallel with these radical changes to the machinery of government, the Government’s 
apparatus grew from 50,000 public servants at independence to around 78,000 in 2003, despite 
several rounds of downsizing in the public sector. Successive governments made a number of 
attempts to reform the public sector, which involved recognizing its weaknesses, under 
pressure, in situations of economic crisis, and at the suggestion of development partners. As a 
result, government agencies underwent frequent changes, with functions being moved between 
agencies depending on the political and policy outlook of the governments in power. This 
situation resulted in instability, lack of consistency and continuity, and dilution of focus on core 
functions, which still affects many agencies. Possibly the most ambitious plan for public sector 
reform was adopted in 2000, under a medium-term action plan called Making the Public Sector 
Work, which resulted from work done under the PSP. The plan had nine objectives46 that 
covered a wide range of crucial governance areas. In 2003, the Public Sector Reform 
Management Unit (PSRMU) reviewed the initial experience with the action plan, found that it 
had been very ambitious, and is in the process of preparing a more focused strategic plan for 
the next 3 years. 

2. ADB Strategy and Program  

58. Governance became the central theme of ADB’s COS in 1998, aiming to improve public 
sector management and increase accountability and transparency through improved financial 
management. These priorities were put into operations through the approval of PPTAs, loans, 
and ADTAs for financial management in 1999, which was followed by assistance for broader 
support to public sector reforms in 2001. A total of US$96 million in loan monies and US$3 
million in TA grants was approved. Loans and ADTAs are ongoing, while the PPTAs are 
complete. The COS did not present a medium-term strategy on governance (beyond 
summarizing the immediate ADB pipeline), but the two loan projects complement each other 
and support an ambitious reform agenda. 

3. Project Design 

59. The two loans—the Financial Management Project (FMP)47 and the PSP48—focused on 
improving the machinery of government in two crucial and complementary areas: budgeting and 
accounting and performance management. Both aim to address systemic issues that affect the 
performance of the public sector and, consequently, prospects for private sector investments 

                                                                 
46  The nine objectives were: (i) strengthening policy, planning, and decision-making processes; (ii) streamlining 

functions, structures, and resource management; (iii) aligning the cost of government operations; (iv) improving 
efficiency, performance, and accountability; (v) building a stable, professional, and performance-oriented public 
service; (vi) improving reporting systems and database linkages; (vii) rationalizing office accommodation and 
infrastructure; (viii) improving partnership and cooperation with civil society; and (ix) establishing a public sector 
that operates with probity, integrity, and respect for the law. 

47  ADB. 1999. Report and Recommendation of the President to the Board of Directors on the Financial Management 
Project. Manila. 

48  ADB. 2001. Report and Recommendation of the President to the Board of Directors on the Public Service 
Program . Manila. 
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and public service delivery. As they address areas in which reforms are essential, they are also 
prone to difficulties in building and maintaining political support and will to implement changes. 
The logical frameworks of these two projects contain ambitious goals that are highly dependent 
on other factors external to the projects, which would have required qualifying the extent to 
which the projects will be contributing to attaining the stated goals. Since the projects aim to 
introduce process changes, it would have been useful to describe existing processes (including 
their weaknesses) and how these processes will be changed at the end of project 
implementation. In part, such a process approach was built into the FMP, where solutions were 
identified through consultative processes (i.e., selecting the accounting and budgeting system), 
but, in most other instances, requisite outputs could be produced by consultants without building 
capacities, introducing new systems, and changing the ways in which the machinery of 
government works. 

4. Implementation 

60. Implementation arrangements for the two projects were similar to those of other projects 
(para. 40), and included coordination committees, consultants to help implement the project, 
and regular performance reporting and review meetings. Provisions were also included to 
ensure coordination and dialogue with other development partners. The projects are ongoing. 
Project management structures are in place, but the PSRMU (managing the PSP) is 
overstretched, with only three staff to manage fundamental reforms, and the management of the 
FMP depends on the effective day-to-day support of international consultants. The performance 
of consultants reportedly varies to an extent that some voices in the Government find a 
performance-management system for consultants desirable. Such a system should reflect 
capacity building goals (rather than technical outputs), to ensure a transfer of knowledge and 
technology. Counterpart funding is not an issue for the PSP, but the FMP reportedly received (in 
2003) two thirds of its required funds, and not all of these resources were used for project 
purposes. The adoption of legislation under the PSP is perceived (by some parties) as 
development-partner-driven, according to tight deadlines that did not allow sufficient time for 
consultations and analysis of consequences of adopted legislation (measures required for 
implementation).  

5. Outcomes  

61. The projects, except the PPTAs, are ongoing, and thus it is too early to assess 
outcomes. At present, large numbers of consultants, financed by ADB and other development 
partners, are assisting the various agencies participating in FMP and PSP reforms. Past 
initiatives have not been successful in attaining sustained results, as processes ceased to 
function once consultants completed their assignments. Whether the FMP and PSP will be more 
successful remains to be seen. Details on the projects are in Appendix 5. 

IV. ADDRESSING ADB’S STRATEGIC GOALS 

62. ADB’s strategic goals were articulated in the Poverty Reduction Strategy49 and 
elaborated in the Long-Term Strategic Framework (LTSF).50 Many of these goals existed for a 
long period of time, some since the existence of ADB, but with shifting emphasis. The CAPE 
                                                                 
49  ADB. 1999. Fighting Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development 

Bank . Manila. 
50 ADB. 2001. Moving the Poverty Reduction Agenda Forward in Asia and the Pacific: The Long-Term Strategic 

Framework of the Asian Development Bank. 2001-2015. Manila. 
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uses goals articulated in the LTSF (since this is the latest statement of ADB’s institutional 
priorities) to structure the analysis of and illustrate how the goals featured in PNG’s assistance 
program. They are not used as benchmarks to measure the success of ADB’s program in PNG, 
since the Poverty Reduction Strategy was adopted only in 1999 and the LTSF in 2001 (long 
after much of the assistance under review was designed and approved). 

A. Overarching Objective: Poverty Reduction 

1. Strategic Directions  

63. Poverty reduction became ADB’s overarching goal in 1999, while it had been a strategic 
development objective since 1992 and a concern that featured in many operations prior to that 
time. In the Poverty Reduction Strategy, ADB committed to assist its developing member 
countries in meeting the internationally agreed targets that now have become Millennium 
Development Goals.  

64. Poverty reduction did not feature explicitly in PNG’s early country strategies or programs. 
Instead, it was a secondary goal, behind economic growth. Only since adopting the Poverty 
Reduction Strategy, have poverty reduction concerns featured more prominently in the PNG 
program. In part, this may be due to the situation in PDMCs, where poverty was not considered 
a significant problem until recently. A TA51 was approved (i) to generate a better understanding 
of poverty issues in PNG through a participatory poverty assessment, (ii) support a process to 
develop a national poverty reduction strategy (which will provide the 20-year framework for the 
next four MTDS periods), and (iii) compile data on PNG’s performance against Millennium 
Development Goals (Appendix 6). The Government feels that the process of developing a 
national poverty reduction strategy has helped define poverty in terms appropriate to PNG and 
hopes that the strategy will form the basis for determining a country-specific approach to poverty 
reduction and adjusting Millennium Development Goals to indicators and targets meaningful in 
the PNG context. 

2. Operational Realities  

65. Up to 1992, ADB did not have a system in place to track the number of loans that aimed 
to address poverty issues. Therefore, the total amount of loans to PNG over the past 30 years 
earmarked for poverty reduction cannot be established. A number of the early loans did mention 
the importance of generating employment, which would counter poverty, but without providing 
specific design features that would ensure that benefits would materialize and reach the poor.  
No measures were considered to target interventions geographically or in terms of beneficiary 
groups, because 90% of the poor live in rural areas (World Bank estimate), and thus it was 
assumed that rural development would automatically benefit the poor. Some sectors had a 
stronger focus on poverty reduction than others. In the health sector, all loans focused on 
improving service provision in rural areas. In the WSS sector, poverty reduction was a declared 
aim, but since the focus was on urban areas, the proportion of poor among the beneficiaries 
was (by definition) much smaller than if rural areas had been targeted. In the transport sector a 
general assumption was made that improved transportation would stimulate economic growth 
and contribute to generating employment, as well as improve access to social services. 

                                                                 
51  ADB. 2001. Technical Assistance to Papua New Guinea for the Analyses for Socioeconomic Development 

Strategies. Manila. 
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66. Between 1992 and 1999, three projects had poverty as their secondary strategic 
development objectives:52 Third Rural Health Services Project,53 Transport Infrastructure 
Development Project,54 and Employment-Oriented Skills Development Project (footnote 32), 
totaling US$110.0 million in loan approvals. Of the five loans approved since the change of the 
classification system, in 2001, four loans were classified as poverty interventions and one as a 
core poverty intervention. These accounted for US$106.5 million in loan approvals. Of this total, 
US$70.0 million in loans were approved for the PSP (footnote 48), which aims to reduce poverty 
through improved governance by introducing greater integrity of the machinery of government 
and better public service delivery. 

3. Outcomes  

67. Virtually all stakeholders in PNG—internal and external—recognize that poverty trends 
are not encouraging. A number of indicators are now declining after improving in the first 10—15 
years of independence. These trends cannot be attributed to the ADB program, because of 
powerful external factors that have a major influence on poverty trends (international commodity 
prices, law and order, etc.). In addition, ADB’s focus on poverty reduction is only recent and not 
underpinned by a systematic strategy, which is apparent from the following range of fragmented 
poverty reduction outcomes observed when undertaking the CAPE:  

(i) At the policy level, the ASPL (footnote 18) was ineffective for poverty reduction 
purposes. The policies that were addressed were not relevant to smallholders, 
and policies that could have had an impact on their livelihood remained 
unaddressed. Assistance to removing barriers to the informal sector have not yet 
progressed to an extent that their effectiveness can be assessed (Appendix 4, 
para. 11). 

(ii) Only limited employment was created through the Malahang Industrial Center, 
and key informant interviews indicate that most of the current tenants were in 
business prior to moving to the facilities. Therefore, the project has not had major 
effects on poverty reduction (Appendix 4, para. 28). 

(iii) The projects in the fisheries sector hold the promises of (a) generating 
considerable employment, but the construction of factories is still under way, and 
it is not yet clear what proportion of employees will be recruited locally; and 
(b) providing fisherfolk with better access to markets, which also could generate 
positive results but has not yet been implemented (Appendix 4, para. 14). 

(iv) Direct assistance to smallholders generated opportunities for farmers to increase 
household incomes (Appendix 4, para. 10), although incomes continue to be 
vulnerable to commodity price fluctuations. Household tracer studies were not 
available to assess whether households (and what proportion of them) had been 
lifted out of poverty through this measure. Population increases through 

                                                                 
52  ADB introduced, in 1992, a classification system that allowed the tracking of loan approvals (i.e., resource 

allocations) to its five strategic development objectives (economic growth, poverty reduction, human development, 
women in development, and environment). The system was changed in 2001 into a two-tier system that first 
establishes whether a project aims to reduce poverty and then allows for a thematic classification, reflecting ADB’s 
strategic goals. 

53  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Third Rural Health 
Services Project. Manila. 

54  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Transport Infrastructure 
Development Project. Manila.  
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settlements added to pressure on land resources, which communities felt 
contributed to divisions and disputes between and within communities and 
immediately affected well-being and poverty levels. Access to land was 
considered a key to resolving poverty. 

(v) Too little information is available to link the provision of extension services to 
changes in agriculture productivity and incomes, particularly of the poor. This has 
been so under past projects, and the ongoing smallholder support services pilot 
project seems to monitor provision of services (without monitoring whether the 
poor receive equal access to services) rather than changes in practices and 
resultant impacts on household income (Appendix 4, para. 12). 

(vi) Financial services were reportedly successful in providing farmers and 
entrepreneurs with their needs (at the time of postevaluation). However, these 
services were not sustained. Data is insufficient to trace whether entrepreneurs 
remained in business and, if so, whether this could be attributed to initial 
assistance. Other projects in this area are ongoing, and thus it is too early to 
assess their potential poverty reduction impact (Appendix 4, para. 27).  

(vii) The employment-oriented skills development project is squarely focused on the 
needs of the poor, providing them with skills for additional income-generating 
activities (Appendix 4, para 30). Success and sustainability will depend on the 
relevance of training, initiative of trainees, and their products’ market potential. 
No assessment can be made whether income from small-scale activities (such as 
selling home-made produce) can or should be expected to lift households out of 
poverty, temporarily or in a sustained manner, or be sufficient to meet short-term 
cash requirements. 

(viii) Infrastructure investments have not shown positive poverty reduction outcomes, 
largely because the economic growth that they intended to stimulate depended 
on a number of other factors (e.g., commodity prices, national economic 
performance, and law and order) and because investments were generally not 
sustained. The extent to which these investments actually generated direct or 
indirect benefits to the poor cannot be assessed, given the loose link between 
investments and poverty goals (i.e., the construction or repair of a road does not 
automatically lead to transport services that are accessible and affordable to the 
poor).  

(ix) It is too early to assess poverty returns on investments in governance (the FMP 
and PSP). 

(x) Health sector investments focused on rural areas and primary health services, 
including maternal and child health care, which promised to address the needs of 
the poor. However, as recognized by key stakeholders in PNG and ADB, the rural 
health system is not able to deliver services, and thus health indicators are not 
promising. While aggregate data (Basic Data, page ii), imply access to health 
services, the data are questionable and might partly be based on access to 
physical facilities rather than services. It is too early to assess whether sector 
reforms will eventually help turn indicators around. Access to health services and 
clean water is a top priority of rural communities. 
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(xi) WSS projects focused on urban areas, and thus had a much smaller proportion 
of poor beneficiaries than if investments were focused on rural areas. In addition, 
systems tended to be extended to better-off town areas. While performance 
standards are set at the head office, actual implementation at branches is lax, 
which perpetuates poor financial performance, allows large water losses (partly 
through illegal connections or poor accounting), and thus limits the PNG 
Waterboards’ possibilities for expanding services.  

68. While not articulated as an ADB strategy, the Employment-Oriented Skills Development 
Project (footnote 32) and the Microfinance and Employment Project (footnote 33) recognize that 
the poor are not a homogenous group, which is essential for developing differentiated 
mechanisms to address needs at different levels. The target group of the former project is 
people with limited potential for formal employment, but it aims to provide them with technical 
and financial skills to expand informal income-generating activities that they can exercise when 
in need of cash. The latter project aims to reach micro- and small-scale entrepreneurs that have 
the potential to operate, and eventually expand, small businesses. The Nucleus Agro-Enterprise 
Project (footnote 38) has the potential to work with entrepreneurs one tier up and, if successful, 
could generate employment opportunities or assist with feasibility studies of entrepreneurs with 
the potential to become clients of microfinance institutions. In the fisheries sector, a two-
pronged approach is being tried, which aims to generate formal jobs at one end and support 
small-scale self-employed fisherfolk (who again could be potential clients for microfinance 
institutions) at the other end. Since these projects are ongoing, it is too early to assess whether 
they will be successful. However, they serve as examples of addressing different types of needs 
at different levels—something that would require articulation and consolidation in a strategy that 
tries to address poverty concerns and develop synergies between currently separate initiatives. 

B. Core Strategic Areas  

69. The Poverty Reduction Strategy defined three core areas through which poverty 
reduction goals were to be achieved, which were then reformulated in the LTSF as the following 
core strategic areas: 

(i) “Sustainable economic growth, which covers broad-based growth-promoting 
activities, including investments in both physical and social infrastructure, and an 
environment program that promotes environmentally sound development; 

(ii) “Inclusive social development, which will include investments in social support 
programs and a policy and reform agenda that will promote equity and 
empowerment, especially for women and disadvantaged groups; and 

(iii) “Governance for effective policies and institutions, which include support for 
public sector management at all levels, legal and judicial reform, and improving 
public accountability. Governance must also promote processes and procedures 
for more effective participation in decision making to promote equitable and 
inclusive growth, especially by civil society.” 

70. The poverty reduction outcomes reported above were attained through interventions 
following one or several of these core areas.  
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1. Strategic Directions 

71. Economic growth was the main objective of ADB assistance to PNG for most of the 
1990s (the period for which country strategies existed), which aimed to generate broad-based 
growth in rural areas with high job creation potential. The agriculture-focused strategy was 
complemented by initiatives to support enterprise development, from finance to industrial 
estates to skills development. The country program supported, at the same time, investments in 
social sectors, particularly the health and WSS sectors. Gender issues, while recognized in later 
years, were not addressed through direct assistance, except for limited TA, although, also in 
later years, assistance, particularly to the health sector, was extended to address women’s 
health issues. Governance became a prominent feature of the ADB’s strategy and operational 
program only in 1998, when the COS made it the central theme of assistance to PNG, with a 
focus on public sector management, including financial management, accountability, and 
transparency.  

2. Operational Realities  

72. Sustainable Economic Growth. PNG’s economic growth performance has been 
disappointing for a variety of reasons. It is not surprising to find that ADB’s assistance has not 
been effective in promoting or sustaining economic growth, given circumstantial factors and the 
size of contributions compared with that of other development partners. As illustrated in Section 
III.A, ADB aimed to address economic growth concerns through a number of avenues: policy 
reforms, direct support to farmers, diversification into new subsectors, and improving a range of 
support services and a number of infrastructure facilities. Without an articulated strategy, these 
initiatives were not conceived as a composite program. Thus, assistance to improve one part of 
the conducive environment was not necessarily complemented by assistance to other parts. 
While consistent with government policies at the time, fast-disbursing loans approved in the late 
1980s and early 1990s stood in some contradiction to the proclaimed policy of fiscal constraint. 
Addressing other essential factors, such as governance, has become a central feature of ADB’s 
assistance program only recently, while other factors, such as law and order, are beyond ADB’s 
mandate. But, addressing law and order issues is an activity in which cooperation with other 
development partners is important, if an environment conducive for private domestic and foreign 
investment (and thus economic growth) is to be established. 

73. Inclusive Social Development. Poverty dimensions that are an integral part of inclusive 
social development are discussed in Section IV.A. Given the cultural diversity of the country, 
which has no dominant group, no assistance was necessary to address the needs of minorities. 
A number of projects anticipated that women would benefit from them. Projects that were 
explicit about the involvement of women and actually targeted them as beneficiaries were health 
projects that aimed to improve maternal and child health care,55 the Employment-Oriented Skills 
Development Project that aims to train women to use or develop skills for generating additional 
income and the Coastal Fisheries Management and Development project that aims to build 
facilities to provide protection for fisherwomen. Other projects made generic statements about 
                                                                 
55  The participatory evaluation confirmed that maternal health care continues to be a significant issue in many 

communities, particularly those in remoter areas. Four of the eleven health problems identified by women directly 
relate to maternal health care. They ranked the community’s lack of an aid post as their number one health 
problem, and this reinforces the problem of accessibility to health services and the importance that people attach 
to this. In remote communities, women often give birth at home, with the assistance of informal midwives in the 
community, because of the difficulty of getting to a maternity ward in a health clinic or hospital and the cost of the 
service provided by these institutions. In less remote areas or those that have health clinics with maternity wards, 
far fewer maternal health care problems were reported with fewer complications during childbirth and a noticeable 
drop in maternal and infant mortality rates.   
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female beneficiaries. For instance, agriculture projects recognized the important role that 
women played in the sector and thus assumed they would benefit from assistance, but without 
explaining how this would be done. Project results are discussed in section III and Appendix 4, 
but little was attained in meeting the needs of women.  

74. Governance and Capacity Building. Governance issues are discussed in sections III.B 
and C. Thus, this paragraph focuses on capacity building. The lack of capacity has been noted 
as a major concern for a number of years. In response, capacity-building assistance has 
become an expressed objective of most projects. However, many of these concentrated on 
capacities for project implementation rather than sector management, and they addressed 
capacity gaps with the provision of consultants, whose terms of reference, included among 
many technical tasks, general provisions for on-the-job training, workshops, or transfer of skills. 
Shortcomings in the mechanics of capacity-building assistance were discussed in the Special 
Evaluation Study on Water Utilities,56 the findings of which apply to projects in other sectors as 
well. Issues include 

(i) insufficient institutional diagnoses that involve all concerned stakeholders (within 
and without the institutions concerned), build consensus and support for 
institutional change, and arrive at common capacity-building goals (the absence 
of diagnoses results in an unclear understanding of institutional capacities before 
assistance and expected capacities after assistance, and thus general [rather 
than specific] capacity-building activities [rather than specific goals]); 

(ii) no identification of counterparts during the design phase of the capacity-building 
component, which results in inadequate measures to plan for building people’s 
competencies in specific areas; 

(iii) late assignment of a few counterpart staff (normally one per consultant)—in many 
cases with limited motivation to acquire skills, given the lack of incentives or other 
changes in the institutional context (processes, etc.) that would be necessary to 
support individual competence building and later use of these competences—and 
high staff turnover; 

(iv) limited or no plans for the capacity-building process and actually not 
understanding or defining capacity building as a process; 

(v) vesting capacity-building responsibilities in consultants, whose contracts often 
include a number of other duties, without providing indicators for monitoring and 
measuring capacity-building outcomes;  

(vi) a focus on consultants’ technical qualifications with little attention to ability and 
commitment to build capacities, including an appreciation of and ability to adapt 
to the cultural context (e.g., differences in teaching and learning styles, 
communication, etc.); and  

(vii) insufficient focus on building capacities for delivering services and performing 
regular functions of institutions rather than project-specific (implementation) 
capacities. 

                                                                 
56  ADB. 2003. Special Evaluation Study on ADB Capacity-Building Assistance for Managing Water Supply and 

Sanitation to Fiji Islands, Kiribati, Papua New Guinea, and Republic of Marshall Islands. Manila.  
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75. At least equally central is the absence of a capacity-building strategy, embedded in the 
country strategies and operational programs, that (i) is based on a dialogue with stakeholders; 
(ii) discusses options for institutional arrangements to manage the economy and deliver 
services, including a discussion of circumstances under which one type of organization is more 
appropriate than another; (iii) represents a widely supported medium-term outlook for the 
institutional landscape in PNG; (iv) describes a sequenced series of capacity-building initiatives 
with interim milestones; and (v) aims to broaden institutional and individual competencies to 
develop the critical mass necessary to give the capacity-building process momentum. Instead, 
sector initiatives take place in isolation, without learning from each other’s experiences and 
aiming to solve institutional problems within one sector, regardless of whether problems are 
relocated to another sector. 

C. Crosscutting Themes 

76. In addition to the core strategic area, the LTSF maintained the importance of the 
following three crosscutting themes that were also included in the poverty reduction strategy: 

(i) Private sector development “recognizes the central role of the private sector 
and of markets in the development process, and responds to the challenges of 
mobilizing private sector resources to address the region’s increasingly complex 
development agenda.” 

(ii) Regional cooperation “reflects the need to support the development of 
developing member countries through cooperation, to provide wider development 
options through greater access to resources and markets, address shared 
problems that stretch across borders, and take advantage of opportunities for 
sharing knowledge and information.” 

(iii) Environment “includes putting environmental considerations at the forefront of 
all development decision making and planning in developing member countries 
and in all ADB initiatives and stopping and reversing the enormous and costly 
degradation and damage to the environment that has already occurred.” 

1. Strategic Directions  

77. Since the first country strategy, ADB has recognized the importance of promoting private 
sector development in PNG. Much of the program for the agriculture sector aimed to assist 
private farmers or set conditions for private SMEs. However, the program was channeled 
through government agencies: finance through the government-owned development bank, 
extension and research through government-run facilities, and the setting up of an industrial 
estate through a state-owned entity. Repeated disappointments with the effectiveness of these 
agents in reaching and supporting private entrepreneurs resulted in a change in strategy that 
now aims to test the use of private sector agents, such as individual expert farmers, NGOs, and 
community-based organizations, as partners in implementing projects and in delivering services.  

78. Regional cooperation was reflected in ADB’s regional strategy for the Pacific,57 which 
provided the framework for developing the PNG COS in 1998. However, opportunities for 
strengthening regional cooperation did not feature prominently in PNG country strategies or 
operational programs. Because a list of regional TAs in which PNG participated could not be 

                                                                 
57  ADB. 1996. Strategy for the Pacific: Policies and Programs for Sustained Growth. Manila. 
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obtained, the extent to which these TAs complemented the operational program could not be 
assessed in this CAPE. However, the absence of references to regional TAs in country 
strategies, operational programs, and project documentation seems to imply that no such links 
exist. 

79. Environmental concerns were mentioned in a number of country strategy and country 
program papers, although, support was limited to TA for institutional strengthening and the 
suggestion that environmental issues would be integrated in the operational program.   

2. Operational Realities  

80. Section III.A described how private sector development, intended to stimulate the 
economy (especially rural growth), permeated a large number of ADB projects. Effectiveness 
has been limited, but this can be attributed in large part to circumstantial factors, such as the 
economic environment and, possibly most importantly, the volatile law and order situation. While 
the CAPE was under way, a draft private sector assessment was prepared, which is intended to 
provide a framework for further assistance. The experience with private sector providers in the 
health sector has not been promising, due to limited capacities of NGOs. 

81. Environmental concerns were mentioned in a number of projects, but only in the sense 
of meeting ADB’s environmental requirements for loan processing and to ensure that projects 
did not have adverse environmental impacts. No comprehensive assessment of environmental 
outcomes was undertaken under the CAPE. 

V. DEVELOPMENT PARTNERS 

A. Objectives and Resources 

82. Australian bilateral aid (delivered through AusAID) is by far the largest form of support to 
PNG.58 Other major development partners include the European Union, Japan, United Nations 
Development Programme, and the World Bank. Each of the development partners, with the 
exception of Japan,59 has a country strategy that articulates development goals, sector 
priorities, and crosscutting issues that the funded program will address. An analysis of the most 
recent statements shows that all agencies have common goals that fall under three categories: 
improving governance; improving social indicators (poverty reduction, education, and health 
status); and attaining sustainable growth. Priority sectors concentrated around agriculture/rural 
development, education, health, and infrastructure. In each of these sectors a number of 
subsectors were assisted. A summary is in Appendix 7. 

83. AusAID, Japan,60 and the World Bank made data available on their expenditures in PNG 
for the years 1986–2001.61 During that period, the four main development partners disbursed 
US$5 billion (in constant 2002 United States dollars). Almost 70% of these expenditures were 
financed by Australia, 12% by Japan, and 10% by the World Bank, and 9% by ADB. US$3 
billion were allocated to the category “others,” which included budget support, emergency 

                                                                 
58  Australian bilateral aid is expended through Australian managing contractors. The Government has limited 

influence over the use of these funds, including how much is spent in PNG or elsewhere. 
59  The Japanese Embassy in PNG has an information pamphlet that summarizes their contributions and sets out a 

general strategy for the Pacific. The pamphlet is dated 1997. 
60  Data for Japanese aid was provided by the Embassy of Japan in PNG, but it does not constitute official data. 
61  Information was provided for different time spans, but the period reviewed in-depth in the CAPE was common. 
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assistance, and governance, of which Australia financed 85%. Excluding this category from the 
total shows that the remaining US$2 billion was allocated to social sectors (48%), infrastructure 
(33%), productive sectors (18%), and finance (1%). Table 3 shows the relative contributions of 
each of the four major agencies in each sector.  

Table 3: Sector Priorities of Development Partners 
(%) 

Sector ADB Australia Japan 
World 
Bank Total 

As % of Total 
Assistance 

Finance 75 25 —   — 100 <1
Infrastructure 16 43 24 18 100 13
Productive Sectors 44 21 13 22 100 7
Social Sectors  12 56 18 13 100 19
Others 1 85 8 5 100 60
% of Total Assistance 9 69 12 10 100 100
<1 = less than 1%, — = no data available, and % = percentage. 
ADB = Asian Development Bank. 
Note: Figures may not add up to total because of rounding.  
Sources: AusAID, ADB, Japanese Embassy in PNG, and the World Bank. 

84. ADB’s contributions have been most significant in the finance sector (which as a sector 
makes up for less than 1% of total disbursements) and the productive sectors (mostly 
agriculture), followed by the infrastructure and social sectors, which is consistent with the stated 
goals to promote economic growth and employment generation. Narrowed down to sectors with 
similar definitions, a comparison of financial contributions of the different development partners 
shows that ADB made significant contributions in the agriculture sector (36% of total 
contributions from development partners) and played an important role in governance (defined 
in the sense of the machinery of government), health, and transport (Table 4). 

Table 4: Expenditures in Selected Subsectors 

 Agriculture Governancea Health Transport 
 Total periodb 1999–2001 Total periodb 1997–2001 Total periodb 1997–2001 
Million US$ 
(current prices) 
AusAID 156 60 238 119 300 192
ADB 173 35 97 63 132 12
Japan 25 47 56 1 172 12
World Bank 131 35 5 4 116 3
Total 486 177 396 187 719 219
Percent 
AusAID 32 34 60 64 42 88
ADB 36 20 25 34 18 5
Japan 5 27 14 1 24 5
World Bank 27 20 1 2 16 1

US$ = US dollars. 
ADB = Asian Development Bank, AusAID = Australian Agency for International Development. 
a  Public sector administration and economic management, referred to as the machinery of government in 

the CAPE, although the definition might not apply squarely to the contributions of Japan and World 
Bank. The figure for AusAID expenditures was taken from AusAID’s rapid assessment. 

b World Bank figures were available for 1984–2001 rather than the entire 1972–2001 period. 
Note: Figures may not add up to total because of rounding. 
Sources: AusAID, ADB, Japanese Embassy in PNG, and the World Bank. 
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B. Coordination and Cooperation 

85. The responsibility for aid coordination rests with the Government. For a number of years, 
PNG received assistance from different development partners to set up and strengthen aid 
coordination mechanisms. However, capacity constraints pervasive in other sectors equally 
affected aid coordination. Shifting locations of responsibility and limited numbers of staff with 
appropriate qualifications were some of the prominent issues. For instance, as noted in ADB’s 
COPP of 1989, the foreign aid division in the planning ministry was overloaded with an 
increasing number of projects and varieties of projects, approaches, and requirements of 
different development partners. At that time, 12 local professionals had the assistance of 7 
foreign staff funded by the European Union, Germany, Japan, and United Nations Development 
Programme. The 1989 COS observed that a number of organizational changes were under way 
that were expected to result in improvements in the Government’s aid coordination capacities. 
Currently, the Aid Coordination and Management Division in the Department of National 
Planning has 23 staff, including support staff and the Project Implementation Unit of the 
European Union. Effectively, one desk officer handles one external agency, two staff each are 
assigned to look after programs financed by the European Union and Japan, and four staff are 
assigned to the Australian program. Given the number of projects (new and ongoing), staff 
resources appear to be stretched.62 The task is further hampered by multiple communication 
lines between line agencies and development partners and competition between development 
partners. 

86. A consultative group for PNG existed since 1988. The World Bank chaired the group, 
which enabled the Government and major development partners to discuss joint strategies. One 
positive example seems to have been the fourth meeting, held in Singapore in 1990, during 
which the Government’s Special Intervention Program (para. 32) was discussed and support to 
various components agreed on. The eighth and last meeting was held in 1999, during which 
development partners expressed their support to the Government’s Structural Reform Program 
2000 and discussed a financing package for that program valued at more than US$300 million. 
Several attempts have been made since to organize the next consultative group meeting, but no 
meeting has taken place since 1999. However, the Aid Coordination and Management Division 
anticipates that consultations with external agencies, bilaterally or through the consultative 
group, will increase once the new MTDS is finalized as the basis for discussing and coordinating 
development assistance.  

87. Coordination and cooperation between external agencies is not institutionalized, but 
depends on individuals and their rapport. While being constructive and effective when good 
rapport exists, this arrangement is not proactive (seeking areas for working together rather than 
consulting once each agency has decided on its course of action) and lacks continuity and 
mechanisms for resolving disagreements in strategy and approach. Even in cases where formal 
cooperation agreements exist, such as between ADB and the United Nations Development 
Program, these have not been fully implemented. A number of coordination and cooperation 
mechanisms have been tried, which include the following 

(i) Division of labor by sectors (e.g., in the education sector, ADB chose minimal 
involvement, largely related to income-generation, because of the World Bank’s 
presence in the formal education; and the health sector, where the World Bank’s 
program is relatively small in view of other development partners’ engagement.  

                                                                 
62  A review of aid coordination was planned as part of the preparations of the new MTDS. However, the Aid 

Coordination and Management Division was not able to obtain funding for the review. 



 33

(ii) Recognition of other development partners’ work, with the aim to complement 
projects without necessarily working together, as evidenced by the amount of 
details provided on other development partners’ work in relevant areas. 

(iii) Agreement on project objectives and scope of different agencies to minimize 
duplication and contradictions, such as in the fisheries sector, where ADB and 
European Union initiatives were designed to complement each other.  

(iv) Jointly funded projects, such as FMP, HSDP, and SIP, under which several 
agencies financed specific complementary project components. Experience with 
joint funding has been mixed: the FMP, with clearly defined roles for each 
development partner, is a positive example, while the Population and Family 
Planning Project was complex to implement, and its desired synergy effects did 
not occur. 

(v) The most recent effort of ADB, AusAID, and the World Bank to develop a joint 
strategy (under preparation). 

88. Little, if any, cooperation seems to be taking place in economic, sector, and thematic 
work, where joint assessments of issues and institutional capacities would be a useful 
foundation for determining areas of cooperation. Working jointly or agreeing on a division of 
labor would also help reduce the cost of analytical work, as studies would not have to be 
repeated and would be in the public domain for several development partners to use. 

C. Reported Outcomes of Major Partners 

89. The following sections summarize the findings of three major development partners, who 
recently conducted country program evaluations similar to the CAPE. Other equally important 
major partners did not have equivalent evaluation reports available, and thus were not included 
here. 

90. AusAID conducted a rapid assessment63 in 2003. The following paragraphs focus only 
on areas that are relevant to the CAPE and ADB’s program. These include the agriculture, 
health, and transport sectors and governance. Assistance in the latter area covered a much 
broader scope, particularly in law and justice, which is not discussed here. The assessment 
arrived at the following major findings.  

(i) Assistance to agriculture and renewable resources was provided, totaling A$200 
million,64 across a range of initiatives. AusAID found it difficult to measure, 
through its rapid assessment, the collective impact of the initiatives. However, 
interventions were reportedly successful, as they were well focused. The PNG 
Agricultural Cluster Evaluation65 reviewed projects that had some overlap with the 
ADB program, providing research and extension services for coffee and cocoa.66  

                                                                 
63  AusAID. 2003. The Contribution of Australian Aid to Papua New Guinea’s Development since 1975—A Rapid 

Assessment. Canberra. 
64  Figures provided here are quoted as mentioned in the rapid assessment. They do not tally exactly with figures 

provided by AusAID for the CAPE. 
65  AusAID. 1998. PNG Agricultural Cluster Evaluation. Canberra. 
66  AusAID worked with the Coffee Research Institute in Eastern Highlands, while ADB’s project was implemented in 

Western Highlands, arguably complementing each other geographically, although without apparent provisions for 
doing so in the design.  
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(ii) Governance, defined in the rapid assessment as public sector administration and 
economic management, received a total of A$160 million, of which A$107 million 
was provided over the last 3 years. AusAID found, through its rapid assessment, 
that achievements were made in introducing constitutional changes to strengthen 
the independence of public service, new performance management systems to 
improve public service, changes to the budget process, and improvements to the 
ombudsman commission. AusAID also found that it had contributed positively to 
functional and expenditure reviews that aim to rationalize and streamline the work 
of key agencies, and provide training in aspects of financial management. A 
number of these areas are addressed under ADB’s FMP—a joint initiative of 
ADB, AusAID, and the United Nations Development Programme—and its PSP. 
Engagement with civil society was an area in which AusAID’s involvement went 
beyond ADB’s efforts. 

(iii) In the health sector, the rapid assessment credits AusAID with making major 
contributions to advances toward a sector-wide approach, introducing more 
flexible funding mechanisms, and having ensured an increase in support of other 
development partners. A total of A$250 million was provided to the sector since 
independence, and this funded the construction of health facilities, the provision 
of medical supplies and pharmaceuticals, training, and sector reforms. ADB’s role 
in the health sector included policy dialogue and assistance to arrive at the 
national health plan, followed by the use of the HSDP as the main instrument to 
implement that plan and develop new financing mechanisms, which were later 
joined by AusAID, through its Health Sector Improvement Program.  

(iv) Of AusAID’s A$500 million in assistance to the infrastructure sector 80% has 
been invested in the transport sector and used mainly to prevent the deterioration 
of existing facilities. AusAID spent A$320 million on road maintenance and 
rehabilitation; resources reportedly sufficient to cover 25% of the transport 
network, albeit insufficient to keep roads operational and sustain the results. 
AusAID’s assistance, being in grant form, had the advantage of being available 
even when counterpart funds failed to materialize.  

91. The European Union’s country strategy for PNG was evaluated in 1999,67 covering the 
1996–1999 program. Areas that ADB and the European Union had in common (and were 
covered in both country program evaluations) included crosscutting concerns: poverty reduction, 
governance, environment, and gender. The European Union’s evaluation found the following: 

(i) The choice of supporting human resources development and rural development 
had been relevant to the overall objective of poverty reduction. However, in 
implementation, the Human Resources Development Program focused on tertiary 
education, making its immediate relevance to poverty reduction questionable. 
The Rural Sector Program was found insufficiently well focused, as it pursued too 
many different goals at the same time and lacked local ownership (for 
microprojects). Moreover, its sustainability was uncertain, due to its lack of 
institutional changes (road sector). 

(ii) In governance, the European Union’s program reportedly focused more on 
ensuring accountability and transparency within its projects than addressing 

                                                                 
67  European Community (EC). 2000. Evaluation of EC Country Strategy: Papua New Guinea 1996–1999. Brussels. 
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governance issues of counterpart institutions. A systematic integration of 
governance issues into the country strategy overall was found desirable, but not 
in place for the program under review. The European Union’s program made 
some efforts to engage and strengthen civil society, and while these efforts were 
found to be insufficient, they covered more than what had been done in ADB’s 
programs.  

(iii) In the area of environment, positive results were attained through sustainable 
ecoforestry assistance and through assistance to the regulatory framework 
(monitoring sustainable forestry practices).  

(iv) Only limited attention was paid to gender and development issues under the 
European Union’s program, which mirrors ADB’s experience (para. 73).  

92. The World Bank evaluated its country program in 2000,68 focusing on the 1990s but 
otherwise taking a similar approach to the CAPE, in that it assessed the World Bank’s 
contribution to PNG’s key developments. Areas common to the World Bank and ADB included 
stimulating the nonmineral economy, capacity building, and improving access to basic social 
services. The following observations were made in the World Bank evaluation and illustrate 
assistance of both development banks suffered from similar problems that can be attributed to 
contextual factors. 

(i) ”Hesitant progress in improving the incentive environment for nonmineral 
production.” The World Bank funded two structural adjustment loans to 
implement reforms to tax and trade regimes, including removing price controls, 
rationalizing tariffs, and initiating privatization, thereby aiming to create a policy 
environment conducive to private sector development. Progress was realized 
only in early stages of each of the loans, while some measures were reversed 
and others not implemented for the lack of broad consensus on reforms.   

(ii) ”Ineffective investments in agriculture.” The World Bank funded activities similar 
to those financed under the ADB program, which included credit to farmers, 
extension services, rural infrastructure, and estate crop productivity. The 
evaluation concluded that these investments were unsatisfactory and attributed 
results to factors external to projects, but common to the project implementation 
environment in PNG. 

(iii) “Slow progress and questionable sustainability of [World] Bank-funded road 
projects.” Initiatives included developing a transport sector strategy, funding 
improvements in the Highlands highway, and place an increased priority on road 
maintenance. Physical progress was slow and capacity-building results were 
limited, and the report raised serious concerns about the sustainability of 
investments.   

(iv) ”Some contributions in education, although poor sector management and the 
weak fiscal position constrained progress. Difficult progress in other social 
sectors.” Assistance aimed to improve the delivery of services with a focus on 
sector performance and issues. The World Bank did not have significant 

                                                                 
68 World Bank. 2000. Papua New Guinea Country Assistance Evaluation . Washington, DC. 
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programs in health and WSS, as other development partners were providing 
sufficient assistance.  

(v) ”Ineffective service reform.” The World Bank evaluation highlighted conflicts 
between reducing wage-bill and staffing levels while at the same time aiming to 
build capacities for service delivery. The limited focus on the wage bill was 
deemed inappropriate, and it should have been complemented by efforts to 
improve management and the incentive framework. Moreover, efforts should 
have been made to address the adverse impacts of incomplete decentralization 
efforts, the increasing politicization of the civil service, and associated 
accountability issues.  

VI. CONCLUSIONS  

A. Assessment against CAPE Criteria 

93. The CAPE was designed to answer three questions (para. 7). Findings are discussed in 
the subsequent three sections. 

1. Strategy Design and Translation into Operational Program 

94. The first ADB strategy was a collection of sector strategies, but without a declared goal 
for overall assistance to the country. The sector focus was maintained in most strategies, but 
these strategies were complemented by a country goal in the 1994 COS and the key theme of 
governance in the 1998 COS. A recurrent aim of country strategies and program papers was to 
foster growth, especially in rural areas, and thus contribute to poverty reduction through 
employment creation. The CAPE found that these goals were appropriate. They were (and still 
are) relevant to PNG’s development needs. They corresponded to a number of policy 
pronouncements of successive governments, although public resource allocations (and actual 
disbursement of funds to rural areas and for development projects) were not in line with 
development policies, thus curtailing effective ownership. A second recurrent aim was to 
improve public service delivery in selected sectors, but underlying systemic issues were 
included in the country strategy, or rather program, only with the adoption of a governance focus 
in 1998. Overall, sector choices seemed appropriate (matching country goals), although 
assisting with the reform of the machinery of government could have been recognized earlier as 
a key area for ADB involvement. 

95. Country strategies were weak in translating the stated goals into an operational program. 
Instead, the current or immediately forthcoming pipeline of projects was described, rather than 
setting out a 5 year framework to guide future lending and TA activities. This weakness is 
common to many country strategies, and PNG is no exception. As a result, projects were often 
developed without keeping a strong link to the country-level goals, resulting in a piecemeal 
approach, where composite parts of essentially complementary program elements (as 
illustrated, for instance, in Section III.A) took place in isolation and without consideration to 
timing and sequencing. The lack of integration under an overall aim also inclined sectors to 
compete with each other for resources (human and financial) to attain best results within each 
sector, even if that was costly to the country as a whole (e.g., costly retrenchment of staff that 
benefited from retrenchment packages, reducing less productive staff in one sector, without 
guaranteeing that the same staff were not absorbed in other parts of the public service).  
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96. Questions of absorptive capacity were part of early country strategy and country 
program documentation. Today, these questions are still discussed when deciding lending 
levels, but without reflection in country strategy or program documents. No documentation 
exists to show whether the potential was considered for meeting recurrent costs through 
revenue generation, cost recovery, or cost savings. No strategy was presented for choosing 
different lending and TA modalities, although the country strategies of the mid-1990s suggested 
that policy-based lending and advisory TAs should be the preferred options. This seemed to 
have been an institutional choice of ADB rather than one that corresponded to country needs at 
the time. Overall, it appears that quick-disbursing loans were used at times when the 
Government faced cash constraints. 

97. Choices made within sectors did not seem to follow strategic plans, even though they 
were presented as sector strategies in country program papers, i.e., assistance seemed to 
evolve over time, rather than being formulated as a proactive strategy with a medium-term 
horizon and deliberate sequence of interventions (lending and TA) and an exit strategy. Instead, 
sector strategies (in country strategy documents) tended to summarize objectives of ongoing 
projects or those in the immediate pipeline.  

2. Project Design and Implementation 

98. The program in PNG illustrated a number of changes in the way in which projects were 
designed. Some of the changes included moving (i) from an insufficient understanding of local 
end-users’ needs to greater end-user orientation; (ii) from generic ownership, based on national 
or sector policies, to stronger ownership by selecting project locations where commitment from 
provincial governments could be obtained;69 (iii) from providing physical infrastructure to a 
broader a focus on sector reform and service delivery; (iv) from working through the public 
service, supply–side, to identifying alternative service providers; and (v) from assuming 
recurrent expenditure would be met from regular budget allocations to experimenting with 
alternative long-term funding arrangements. These changes are encouraging, although it is too 
early to assess how effective the new concepts will be. Nonetheless, they are an attempt at 
dealing with the complex environment in which projects are implemented and illustrate staff’s 
willingness to engage in new approaches. At the same time, a number of problems have 
persisted.  

(i) Management structures. The choice of setting up project management 
committees was found adequate and necessary to ensure better communication 
among all parties concerned and enhance information flow, which is required 
given the complex governance structure. However, the role and responsibilities of 
committees were often insufficiently defined, resulting in too much or too little 
initiative of these bodies. A clearer delineation of responsibilities of different parts 
of the management structure (committees, managers, overseeing agencies, 
consultants, etc.) is essential to avoid overlapping or conflicting roles. 
Committees were also rendered inoperative when they involved too large a 
membership, including members that were not essential to the functions of the 
committee. 

(ii) Counterpart funds. Various efforts are being piloted to overcome the perpetual 
lack of counterpart funds, albeit with varying success. The Road Maintenance 

                                                                 
69  The proof of commitment was not well document, but the concept of securing prior commitment from specific 

project “promoters” appears useful in strengthening local ownership. 
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and Upgrading Project70 included conditions for the Government to establish a 
road maintenance trust account and deposit a fixed sum for each province. This 
arrangement differed from that under the earlier Transport Infrastructure 
Development Project (footnote 54), which contained the general provision that 
the Borrower shall make adequate funds available. Nonetheless, the midterm 
review of the former project found that 3 years after effectiveness only 9% of loan 
proceeds had been disbursed and less than 9% of physical outputs produced, 
because of the lack of counterpart funds.71 In other projects, such as the 
Employment-Oriented Skills Development Project (footnote 32), contributions of 
provincial governments to the trust fund were met with AusAID contributions, 
rather than the recurrent budget of the Government, as agreed in the project. 

(iii) Staffing. The country portfolio review mission (April 2003) found that the 
assignment of counterpart staff, especially in accounting, remained a problem. 
The CAPE mission found counterpart staff in place, but it could not assess 
whether the number and qualifications were appropriate (which would require a 
detailed job analysis of project management units and competence testing of staff 
in these units). In a number of cases, project implementation appeared highly 
dependent on international consultants in key positions. Consultants have mixed 
records, some of them being highly effective in project management and 
technical areas. 

(iv) Transfer of knowledge. This was impossible to measure, given the lack of basic 
information on counterpart staff competencies before and after the project. 
However, stated weaknesses in capacity-building design (para. 74) and 
continued dependence on consultants for project implementation and some core 
functions, even when performed through consultants in advisory positions, 
indicate that arrangements for transfer of knowledge and skills are inadequate.   

(v) Reporting and documentation. A number of executing agencies continue to 
face difficulties with reporting and accounting procedures, resulting in 
implementation delays. The country portfolio review “expressed its concern at the 
growing deficiencies in the audit submissions. While the project audits have been 
received, they lack in compliance with ADB requirements.”72 

(vi) Recurrent costs. The format for documentation of earlier projects included a 
section on recurrent costs. In it an estimate of additional costs of operations (staff 
and other resources) was made, but in most cases it was assumed that additional 
recurrent costs would be financed from the Government’s budget. In more recent 
projects, additional recurrent costs were not identified, but cost-recovery 
measures were discussed in a number of them. Recurrent costs have proven to 
be the key problem in continuing operations of and sustaining project facilities.  

99. In consultation with ADB, the Government set up (in April 2003) an interministerial 
working group that includes all executing agencies to discuss and resolve issues common to all 
projects. These issues include delays in obtaining legal opinions, which have delayed loan 
effectiveness (in some cases considerably); procurement; allocation of counterpart funding; and 
                                                                 
70  ADB. 1999. Road Maintenance and Upgrading (Sector) Project. Manila. 
71  The CAPE mission was assured that negotiations were under way to secure requisite counterpart funds for at 

least one of the project provinces, which were expected to materialize, barring a prolonged financial crisis. 
72  Country portfolio review mission, back-to-office report, April 2003. 
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auditing financial statements. Whether the working group will be effective in resolving problems 
in these areas remains to be seen. 

3. Outcomes  

100. Outcomes in most areas were adversely affected primarily by circumstantial factors 
(economic management, law and order, etc.) and by the lack of coherent and targeted 
strategies. In all areas, assistance was fragmented, rather than programmatic, which resulted in 
isolated pockets of positive outcomes but not systemic changes that affected sector 
performance or contributed to improved economic performance. 

B. Stakeholder Performance 

1. Government  

101. The CAPE mission assessed government performance only in terms of responsibilities 
and roles vis-à-vis ADB in developing, designing, implementing, and managing assistance 
programs. Frequent changes in government made it difficult for successive governments to fulfill 
this role in a consistent and continuous manner. This situation resulted in a volatile planning 
environment, particularly in the beginning, when national development plans were under 
preparation, and then throughout when commitment to sector or other plans could not be 
secured across successive administrations. This and other factors—some of them beyond 
government control—have led to inconsistencies in policy implementation (i.e., policy 
pronouncements not being fully backed with budgetary allocations) and in implementation of 
policy reforms, particularly in the governance area. Late and sometimes inadequate 
appointment of counterpart staff indicated gaps in commitment and ownership; hampered 
project implementation and capacity building; and affected project accounting, monitoring, and 
reporting. Counterpart funding was and continues to be problematic, and it affected project 
implementation (timeliness and scope) and sustainability. 

2. Asian Development Bank  

102. ADB’s performance was weak in program formulation, with insufficient strategic direction 
and a resultant lack of coordinated project identification and design. This weakness is not 
unique to the PNG program but rather typical for difficulties in integrating country strategy and 
project formulation work. Efforts to constitute country teams are a step in the right direction, but 
they can be effective only if teams work as such, rather than exist only in name. In a number of 
projects, new initiatives are being tried, to overcome problems in project design, 
implementation, and eventual performance and impacts (para. 98). It is too early to assess 
whether these changes will be effective, but they are a constructive effort to deal with the 
complex environment in which projects take place. ADB staff working on PNG-related matters 
are engaged in continuing and effective policy dialogue with the Government and executing 
agencies and are actively involved in project supervision, measured not only in the number of 
person-days of mission time, which in PNG is above the ADB and PDMC-average (para. 25). 

C. Overall Assessment 

103. The following assessment criteria are standard for ADB project evaluations. Given that 
the country program was not designed in a fashion comparable to a logical framework, the 
criteria cannot be applied with the same rigor as they would in a project evaluation. 
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104. Relevance and Significance. ADB assistance was relevant to the development issues 
of the country and fit with national and other development strategies of successive 
governments. While ADB was the smallest of the four major development partners (between 
1986 and 2001), it is making significant contributions in selected areas, such as governance, the 
productive sectors (especially fisheries), and health, in terms of financial contributions or taking 
a lead role in policy dialogue and developing strategies and new project concepts. 

105. Efficacy is defined as attainment of objectives, which is difficult to establish for the 
country program as a whole, due to weaknesses in country strategy and country program 
design. Once country strategies stated goals, these were articulated at a rather broad level, 
subject to many outside influences, making it impossible to assess ADB’s contributions. 
Contributions to PNG’s key development processes and ADB’s strategic goals have been 
fragmented and not sustained, due to reasons within the program and external factors. 

106. Efficiency is defined as comparing the achievement of purposes with the use of inputs, 
and cannot be established for the country program as a whole. The efficiency of projects, 
expressed as internal rate of return, was calculated for a number of projects (largely in the 
infrastructure sector) and showed varying results. Capacity-building inputs were not used 
efficiently, as most consultants were employed on a longer term basis (the preferred option of 
most executing agencies) rather than intermittently (with breaks between assignments, during 
which executing agencies and counterpart staff can practice new skills, apply systems, etc.), 
which would be a more efficient use of resources, provided counterpart staff are trained and 
take on responsibilities in the absence of consultants. 

107. Sustainability is a major investment-related concern in PNG. More recent projects are 
testing innovative measures to set up sustainable funding mechanisms (such as revolving 
funds, trust accounts, etc.) to overcome this issue. However, funding is only one part of the 
problem: attention is geared toward project processing and implementation and not focused on 
performing regular tasks of sector management or delivering services on a regular basis. 
Projects seem to divert resources from, rather than add to the delivery of mainstream programs. 
Institutional impacts have been weak. 

VII.  DEVELOPMENT CHALLENGES AHEAD 

108. The Government’s commitment is essential for any improvements in economic 
performance, poverty reduction, or the management of public resources and sectors. Without 
the Government’s commitment, external assistance will remain ineffective, as illustrated by the 
many development efforts that lack sustained results. Experience has shown that it is difficult to 
identify when government and stakeholders were fully committed, not only in words but also in 
readiness and ability to act. Once obtained, commitment was difficult to sustain, partly because 
of frequent political changes; partly because at least some of the development and reform 
agendas were driven by external agencies (or perceived to be so); and, lastly, because 
commitment and ownership were expressed only in generic terms, in many cases without 
specific champions of change.  

A. Taking the Country Forward  

109. PNG is in an unenviable position. Many, if not all, stakeholders have common views on 
what has gone wrong in the past. However, few can agree on the path forward. Many studies, 
analyses, and reviews have been undertaken (largely by external advisers) and numerous 
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recommendations issued. Although hardly followed by action or sustained, these 
recommendations indicate that a commitment to promoting the implementation of well-meant 
advice was present for as long as advisers were. The amount of advice offered to and number 
of demands made on various parts of the administration have not made things easier. In fact, 
they have sometimes resulted in removing a problem from one sector just to relocate it to 
another part of the Government’s apparatus. National plans and policies tended to be 
sufficiently broad to accommodate the demands of a large number of diverse stakeholders 
within PNG and among development partners, but as a result they do not provide an adequate 
framework for managing the economy and development process. As seen from ADB’s 
experience, projects in any sector and with any objective and scope could be justified as 
relevant to national development plans.  

110. The rationale underpinning government policies on rural development seems based on a 
preindependence development model. It appears to be aimed at controlling urban growth (to 
contain the deteriorating law and order situation in urban areas) and ensuring food security in 
rural areas, rather than building an increasingly specialized and diversified economy. This 
approach provides an insufficient outlook for PNG and its people for the 21st century and does 
not deal adequately with the disintegration of the social fabric in rural and urban areas. Urban 
migration seems inevitable, and rather than trying to stem the urbanization process, it would be 
advisable to devise and effectively implement strategies for structured urban growth that create 
viable markets, employment opportunities, urban infrastructure and services, and access to land 
and housing.  

1. PNG’s Role 

111. The preparation of the national poverty reduction strategy and the MTDS is an 
opportunity for the Government to articulate a new vision and development strategy for PNG’s 
future. It will be essential that  

(i) strategies are defined in ways that provide guidance for making development 
choices in terms of sectors, geographical locations, sequence of actions, etc., 
rather than providing a framework that justifies any and all interventions;  

(ii) strategies are communicated to stakeholders at all levels (while efforts have been 
made to develop the national poverty reduction strategy with the help of a 
multistakeholder task force, further efforts will be necessary to generate broad-
based acceptance and commitment to these strategies and their goals); and 

(iii) policies, budgets, actual allocations, and the use of public resources are in line 
with strategies (efforts should focus on implementation of strategies rather than 
on developing other plans). 

2. ADB’s Role 

112. The forthcoming joint strategy of ADB, AusAID, and the World Bank is a positive effort to 
consolidate and coordinate development strategies and planning and potentially reduce the 
amount of advice offered to and number of demands made on the Government. However, 
strategic directions need to be (i) discussed and agreed with the Government to ensure 
relevance to national development plans, including the national poverty reduction strategy and 
MTDS; and (ii) consolidated among development partners and within agencies, to ensure that 
they are translated into operational programs, i.e. are reflected in choices (sectors and 
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geographical locations) and the sequence of lending and TA and in the design of loans and TA 
activities. In retrospect, the CAPE illustrated how loan projects and TA activities fit into a larger 
framework that served country-level goals, but this fit was coincidental rather than by design, left 
gaps, and did not consider the need for a planned sequence of interventions. Once goals for the 
next country strategy are decided, they should be complemented with strategic directions for 
translating goals into operational programs that will guide sector and project choices and 
influence project content (objectives and scope) for projects that are in the pipeline. 

113. Ideally, the country strategy should make use of a logical framework to establish clear 
links between country goals, strategic areas of intervention (i.e., objectives that provide strategic 
directions for project selection and design), and interventions (policy dialogue, loans, and TA 
activities, including regional TA). It should also include a description of the baseline situation, 
using quantifiable indicators, and set specific but realistic targets for improvements that should 
be attained through ADB assistance. The logical framework should also include interim 
milestones that can be monitored in CSP updates, or equivalent in case of a joint strategy of the 
three main development partners. The strategic directions should be built into the design of 
projects and reflected in project goals, objectives, scope, and performance indicators to improve 
the link between projects and country strategy, and thus ensure projects contribute to sector 
and country goals. For performance indicators, it is essential that project frameworks contain 
baseline data, which can and should be collected during PPTA and loan processing, and 
realistic, measurable, and time-bound targets. 

B. Debt Management and Financial Crises 

114. At present, debt is estimated to be 80% of GDP. Problems started in the mid-1980s, 
when macrostability and fiscal management deteriorated and a fundamental structural change 
in aid funding occurred. The situation was aggravated by the Bougainville conflict that started in 
1989. Periodically, over the past 15 years, the main focus has been on crisis management. 
Borrowing and lending were justified, to tide the Government over during difficult periods in 
PNG’s development and assist during times of crisis. In hindsight, it appears that the 
preoccupation with short-term crisis management diverted attention away from addressing 
systemic issues that would introduce fundamental changes that would help prevent future 
crises. A constant crisis management frame of mind also affected the quality of debt 
management and development decisions: debt was acquired without ensuring that investments 
were actually made, sustained, and put to productive use. Resources have been spent but have 
not resulted in economic growth that would increase the Government’s revenue base or 
generate efficiency gains and fiscal savings. Thus, the country’s ability to finance operational 
expenses and maintenance to sustain investments and repay debt incurred for these 
investments is compromised. The perpetual lack of counterpart funds (which is not for a lack of 
resources, but results from a misallocation and misuse of public resources) has created a 
vicious cycle in which projects do not get implemented on time or in full, which means they do 
not generate expected returns and thus add to the debt burden rather than the development 
process. This cycle needs to be broken, and government resources, including national grants to 
provinces (about K400 million annually, or US$114 million), need to be put to better use. 

1. PNG’s Role 

115. Stakeholders across the board (politicians, decision-makers, and bureaucrats) in PNG 
need to recognize the importance of using public resources in ways that aid the socioeconomic 
development of the country. The Financial Management Improvement Program, supported by 
the FMP, is a step in the right direction. However, financial management principles need to be 
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implemented in spirit and actuality—computerization of a budgeting and accounting system will 
not resolve underlying issues with accountability in the sense of the responsible handling of 
public resources. Building consensus throughout the machinery of government will be an 
arduous process that needs to be initiated and driven by Papua New Guineans, to demonstrate 
commitment and action from within rather than from external development partners or 
consultants. Unfortunately, the financial crisis that existed at the time the CAPE fieldwork was 
under way was perceived as an ADB-induced problem,73 rather than as a time to focus on the 
urgent and fundamental changes required to address problems in public resources 
management. 

2. ADB Role 

116. In the past, ADB provided quick-disbursing funds in times of financial crisis, which was 
appreciated and made ADB a reliable development partner. However, financial bailouts seem to 
have perpetuated, if not aggravated, systemic problems. Program lending, if continued, needs 
to be tied to conditions that reflect changes to the functioning of the machinery of government 
rather than outputs that can be produced by consultants. In addition, the financial implications of 
lending as a whole and of individual projects require careful analysis to ensure projects do not 
contribute to building unsustainable debt levels. If such analysis for the country as a whole has 
been done, this is not documented. For projects, courageous assumptions have been made 
about counterpart funding, in many cases with disappointing results. Past weaknesses with 
counterpart contributions resulted in delays in project implementation and partial cancellation of 
loans, adversely affecting project outcomes and their sustainability, all costly to the economy. 

C. Capacity Building  

117. A larger cadre of competent and committed managers and staff are needed throughout 
the public service to manage the economy and public service delivery. Managing a resource-
based economy is complex, due to its vulnerability to external shocks, and delivering public 
services under geographical and demographic conditions such as those of PNG are challenging 
tasks. In addition, at independence, PNG had few people with requisite qualifications to take on 
these challenges. Moreover, after almost 30 years of development assistance that included 
various attempts at building capacities, results have been disappointing. Commitment (in real 
terms) to capacity building has been weak, and the design and implementation of assistance 
suffered a number of shortcomings. As a result, valuable resources have not been put to their 
best use. Current assistance to the building of capacities of the machinery of government, to 
name just one example, is designed to develop systems that enable improvement of 
professionalism in public service. However, systems can function only if political will exists to 
implement and use them.  

1. PNG’s Role 

118. Resources for capacity building remained underutilized or used for purposes other than 
capacity building—a lost opportunity to build much-needed competences of managers and staff 
within the public service and thus reduce continued dependence on external assistance and 
foreign advice. The current practice of finding a person to assign to an international consultant 
to learn as they go along has proven ineffective, except in a few cases. To make better use of 
capacity-building assistance in the future, executing agencies should see the assignment of 

                                                                 
73  The release of the second tranche of the PSP was withheld, as some of the loan conditions were not complied 

with.  
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counterpart staff as an opportunity (for staff and the institution) and develop clear terms of 
reference for expected capacity-building outcomes. Such terms of reference should describe the 
baseline situation of the unit or process that should be assisted, including details on existing 
staff competencies, and define (in measurable terms) expected changes to the operations of the 
unit or process at the end of capacity-building assistance. Rather than assigning just one person 
to work with an international consultant, a group of people who work in the unit or are 
associated with the process that needs improving should benefit from capacity-building 
assistance. These terms of reference should form the basis for designing capacity-building 
components, for recruiting capacity-building consultants, and for monitoring their performance 
against capacity-building targets rather than technical or management tasks. 

2. ADB’s Role 

119. Whatever priorities the future strategy will arrive at, it will be necessary to review the 
adequacy of existing institutions and plans for changing the institutional landscape. Several 
initiatives were undertaken to set up, for instance, specialized statutory authorities. While this 
approach may appear to be a solution addressing each sector’s needs, arguing that a 
specialized authority will focus on whatever task is at hand (e.g., fisheries, road maintenance, or 
marine safety), it does not necessarily contribute to a streamlined institutional landscape or 
improvements to pubic sector performance. Statutory authorities are not the panacea to a poorly 
performing public sector: they can perform just as poorly if not properly designed, set up, or 
managed. 

120. Corresponding to the recommendation that the Government consider a proactive role in 
determining capacity-building needs (para. 118), ADB should reconsider its approach to 
capacity-building assistance. Institutional diagnostics are essential to determining institutional 
reforms or strengthening exercises and need to be undertaken at the outset, before designing 
capacity-building loans or TA activities. These analyses need to be done with the full 
participation of stakeholders (and with sufficient time) to ensure ownership of capacity-building 
solutions, approaches, and goals. The information in para. 74 should be used as a checklist for 
capacity-building projects. Full participation of stakeholders (outside and within agencies 
concerned, from different levels) is a must to ensure ownership of the goals and design of the 
capacity-building process that should be derived from the institutional diagnostic. As part of the 
process, roles and responsibilities of institutions, bodies (such as committees or boards), and 
individuals should be defined clearly, to avoid conflicts or gaps in responsibilities and introduce 
measures to check undue interference. Assistance should be defined in terms of processes that 
will be put in place and competencies that will be built rather than outputs. For instance: define a 
strategic planning process or related technical and managerial skill as opposed to outlining a 
corporate plan as an output. This change in approach needs to be reflected in loan and TA 
design, terms of reference for consultants, and the time that is needed for implementing 
capacity-building assistance (which is more than what is currently allowed). Designing capacity-
building assistance in this way will increase the chances of actually building capacities rather 
than preparing documents for executing agencies.  
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ADB LENDING TO PAPUA NEW GUINEA 
(as of 31 December 2002) 

 
No. Title  Amount (US$ million) Sector Rating 
     ADF  OCR 

Approval Date
 PCR PPAR 

0084 Papua New Guinea Development Bank 4.5 14 Dec 1971 FIN NR PS 
0116 Road Project 9.8 14 Dec 1972 TRANS NR GS 
0278 Water Supply Project 13.5 11 Nov 1976 SOC NR GS 
0290 East Sepik Rural Development Project 7.7 21 Dec 1976 AG NR PS 
0318 Provincial Mini-Hydropower Project 2.7 22 Nov 1977 ENG NR — 
0327 Highlands Road Improvement Project 15.0 13 Dec 1977 TRANS NR GS 
0342 Second Papua New Guinea Development Bank 7.0 01 Jun 1978 FIN NR PS 
0346 Second Water Supply Project 5.4 25 Jul 1978 SOC NR PS 
0414/0415 Upper Warangoi Hydropower Project 6.0 6.3 27 Sep 1979 ENG NR PS 
0468/0469 Lae Port 8.0 12.0 25 Sep 1980 TRANS NR GS 
0551/0552 Technical Education Project 8.0 8.0 26 Nov 1981 SOC NR PS 
0586 Rural Health Services 12.0 30 Sep 1982 SOC NR PS 
0611 Third Papua New Guinea Development Bank 11.0 09 Dec 1982 FIN NR PS 
0631 Third Road Improvement 13.0 21 Jul 1983 TRANS NR GS 
0656 Cape Rodney Smallholder Development 15.0 24 Nov 1983 AG NR US 
0690/0691 Fourth Road Improvement (Sector) 15.0 18.3 04 Sep 1984 TRANS NR PS 
0738 Ports Development 11.0 02 Jul 1985 TRANS NR S 
0746/0747 Second Rural Health Services  8.5 5.4 24 Oct 1985 SOC NR PS 
0784/0785 West New Britain Smallholder Development 15.9 14.0 14 Aug 1986 AG PS HS 
0805 Ramu Grid Reinforcement 19.7 27 Nov 1986 ENG US — 
0852/0853 East New Britain Smallholder Development 5.0 5.0 03 Nov 1987 AG PS HS 
0962 Divune Hydropower Project 8.4 06 Jul 1989 ENG — — 
0968 Multisector Technical Assistance Program 5.0 31 Aug 1989 MULTI GS — 
0997/0998 Agriculture Sector Program 56.0 24.0 12 Dec 1989 AG PS PS 
1024 Industrial Center Development 8.4 09 Aug 1990 IND PS — 
1054 Special Interventions 10.5 27 Nov 1990 MULTI PS — 
1097 Third Rural Health Services  21.0 05 Sep 1991 SOC US — 
1110 Agricultural Research and Extension 22.0 29 Oct 1991 AG GS PS 
1153/1154 Transport Infrastructure Development 30.0 39.0 14 Jan 1992 TRANS PS — 
1211 Third Urban Water Supply 11.3 15 Dec 1992 SOC — — 
1224 Higher Education 19.9 01 Apr 1993 SOC PS — 
1225 Population and Family Planning 7.1 01 Apr 1993 SOC PS — 
1330 Rabaul Emergency Pr ogram 0.5 08 Nov 1994 MULTI GS — 
1516/1517 Health Sector Development Program 5.0 45.0 20 Mar 1997 SOC — — 
1518 Health Sector Investment Project 10.0 20 Mar 1997 SOC — — 
1652 Smallholder Support Services Pilot Project 7.6 10 Dec 1998 AG — — 
1656 Fisheries Development 6.5 11 Dec 1998 AG — — 
1703 Financial Management 25.8 21 Oct 1999 OTH — — 
1706 Employment-Oriented Skills Development 20.0 28 Oct 1999 SOC — — 
1709 Road Maintenance and Upgrading (Sector) 63.0 16 Nov 1999 TRANS — — 
1754 Rehabilitation of the Maritime Navigation Aids 

System 
19.8 12 Sep 2000 TRANS — — 

1768 Microfinance and Employment 9.6 19 Oct 2000 FIN — — 
1812 Provincial Towns Water Supply and Sanitation 15.3 14 Dec 2000 AG — — 
1875 Public Service Program 70.0 12 Dec 2001 OTH — — 
1889 Nucleus Agro-Enterprises 5.9 18 Dec 2001 AG — — 
1925 Coastal Fisheries Management and Development 5.7 24 Oct 2002 AG — — 
Total 392.2 462.8    
Total Lending (ADF and OCR combined) 855.0    
US$ = US dollars and — = no data available. 
ADF = Asian Development Fund, AG = agriculture sector, ENG = energy sector, FIN = financial sector, GS = generally successful, 
HS = highly successful, IND = industrial sector, MULTI = multisector, No. = number, NR = not rated, OCR = ordinary capital 
resources, OTH = other, PCR = project completion report, PPAR = project/program performance audit report, PS = partly 
successful, S = successful, SOC = social sector, TRANS = transport sector. 
Note: The rating system was changed from three categories to four in 2000.  
Source: Asian Development Bank. 
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PROJECT LOCATIONS 
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0084 Papua New Guinea 
Development Bank 

                    ü 

0116 Road Project               ü       

0278 Water Supply Project     ü      ü  ü ü        

0290 East Sepik Rural 
Development Project 

          ü           

0318 Provincial Mini-Hydropower 
Project 

     ü   ü ü            

0327 Highlands Road 
Improvement Project 

ü             ü        

0342 Second Papua New 
Guinea Development Bank 

                    ü 

0346 Second Water Supply 
Project 

            ü         

0414/ 
0415 

Upper Warangoi 
Hydropower Project 

      ü               

0468/ 
0469 

Lae Port Project              ü        

0551/ 
0552 

Technical Education 
Project 

ü    ü ü ü      ü ü      ü  

0586 Rural Health Services 
Project 

    ü      ü ü ü  ü ü    ü  

0611 Third Papua New Guinea 
Development Bank 

                    ü 

0631 Third Road Improvement 
Project 

ü             ü ü       

0656 Cape Rodney Smallholder 
Development Project 

              ü       

0690/ 
0691 

Fourth Road Improvement 
(Sector) Project 

ü             ü ü   ü    

0738 Ports Development Project          ü        ü  ü  

0746/ 
0747 

Second Rural Health 
Services Project 

ü ü ü ü  ü ü ü ü ü    ü   ü ü ü   

0784/ 
0785 

West New Britain 
Smallholder Development 
Project 

         ü            

0805 Ramu Grid Reinforcement 
Project 

ü  ü  ü ü ü       ü ü     ü  

0852/ 
0853 

East New Britain 
Smallholder Development 
Project 

      ü               

0962 Divune Hydropower Project                  ü    

0968 Multisector Technical 
Assistance Program 

                    ü 

0997/ 
0998 

Agriculture Sector Program                     ü 

1024 Industrial Center 
Development Project 

             ü        
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1054 Special Interventions 
Project 

ü  ü  ü  ü ü ü ü ü ü ü ü ü ü    ü  

1097 Third Rural Health Services 
Project 

ü ü ü
 

ü ü   ü ü  ü  ü ü ü ü  ü ü   

1110 Agricultural Research and 
Extension Project 

ü    ü  ü   ü        ü  ü  

1153/ 
1154 

Transport Infrastructure 
Development Project 

ü ü ü ü ü  ü ü  ü ü  ü ü ü     ü  

1211 Third Urban Water Supply 
Project 

      ü      ü       ü  

1224 Higher Education Project ü             ü      ü  

1225 Population and Family 
Planning Project 

ü   ü ü  ü       ü      ü  

1330 Rabaul Emergency 
Program 

      ü               

1516/ 
1517/ 
1518 

Health Sector Development 
Program 

                    ü 

1652 Smallholder Support 
Services Pilot Project 

ü             ü        

1656 Fisheries Development 
Project 

            ü       ü ü 

1703 Financial Management 
Improvement Program 

                    ü 

1706 Employment-Oriented 
Skills Development Project 

    ü         ü      ü ü 

1709 Road Maintenance and 
Upgrading (Sector) Project 

ü ü ü ü ü                 

1754 Rehabilitation of the 
Maritime Navigation Aids 
System 

                    ü 

1768 Microfinance and 
Employment Project 

ü                    ü 

1812 Provincial Towns Water 
Supply and Sanitation 
Project 

 ü  ü ü      ü  ü ü  ü ü     

1875 Public Service Program                     ü 

1889 Nucleus Agro-Enterprises 
Project 

                    ü 

1925 Coastal Fisheries 
Management and 
Development 

        ü     ü   ü  ü   

Total Number of Projects 15 5 6 6 12 4 11 4 5 7 7 2 10 18 9 4 3 5 3 12 13
ü = Province included in project design. 
No. = number.  
Source: Asian Development Bank.
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ADB TECHNICAL ASSISTANCE TO PAPUA NEW GUINEA 
(as of 31 December 2002) 

Table A3.1: Advisory Technical Assistance 
No. Title Amount Source Sector 
    (US$ ‘000)

Approval 
Date  

0084 Development Bank Staff Training Scheme 4 15 Feb 1973 AG 
0179 Water Supply 165 11 Nov 1975 SOC 
0214 Hydrological/Hydroelectric Planning 100 22 Nov 1977 ENG 
0239 Project Planning and Implementation 238 29 Jun 1979 ENG 
0307 Electricity Tariff Review 70 27 Sep 1979 OTH 
0497 Papua New Guinea Development Bank 210 09 Dec 1982 FIN 
0559 Institutional Study of Papua New Guinea Electricity 

Commission 
250 05 Dec 1983 ENG 

0609 Accounting Education Master Plan 95 29 Jun 1984 SOC 
0617 Planning, Monitoring, and Evaluation in Department of 

Primary Ind 
248 06 Aug 1984 AG 

0624 Studies on Road Safety, Revenues, and Expenditures  150 04 Sep 1984 TRANS 
0650 Preparation of Medium -Term Development Plan 160 07 Dec 1984 OTH 
0666 Livestock Sector Review 300 22 Jan 1985 AG 
0686 Management Information Systems Study 120 02 Jul 1985 AG 
0697 Forestry Development Study – 16 Aug 1985 AG 
0736 Water Supply and Sewerage Systems Review 200 28 Dec 1985 SOC 
0746 Institutional Strengthening of the Land Division 300 06 Feb 1986 TRANS 
0773 Rationalization and Savings in Higher Education 314 SWI 06 Jun 1986 SOC 
0790 Smallholder Oil Palm Productivity 300 14 Aug 1986 AG 
0871 Review of Foreign Aid Management 72 20 Apr 1987 OTH 
1091 Health Sector Financing 361 JSF 21 Dec 1988 SOC 
1131 Power System Planning Study 515 27 Feb 1989 ENG 
1174 Road Transport Sector Profile 100 11 Jul 1989 TRANS 
1197 Foreign Aid Management Strengthening (Phase II) 388 14 Aug 1989 OTH 
1237 Review of Commodity Price Stabilization Schemes  160 12 Dec 1989 AG 
1238 Review of Agricultural Taxation and Tariff Systems 120 12 Dec 1989 AG 
1239 Agriculture Credit and Rural Savings Study 340 JSF 12 Dec 1989 AG 
1240 Agriculture Sector Program Implementation and 

Strengthening DALS'sFarm 
500 JSF 12 Dec 1989 AG 

1257 Urban Sector Profile 100 19 Dec 1989 SOC 
1261 Improvement of National Accounts 460 JSF 26 Dec 1989 OTH 
1304  Ports Subsector Tariff Revision and Training 100 30 May 1990 TRANS 
1312 Strengthening Ex-Postevaluation Capability of the 

Department of Finance 
139 01 Jun 1990 OTH 

1350 Institutional Strengthening of Department of Trade and 
Industry 

550 JSF 09 Aug 1990 IND 

1390 Institutional Strengthening of the Ports Subsector 367 18 Oct 1990 TRANS 
1521 Gas-Based Power Generation Study 185 30 May 1991 ENG 
1557 Strengthening Monitoring of Health Service Delivery 350 05 Sep 1991 SOC 
1561 Transport Infrastructure Development Plan Round Table 

Conference 
100 09 Sep 1991 TRANS 

1580 Review of Industrial Assistance Policy 400 17 Oct 1991 IND 
1658 Institutional Strengthening of the Department of Transport 750 14 Jan 1992 TRANS 
1661 Institutional Strengthening of Agricultural Bank of Papua 

New Guinea 
582 15 Jan 1992 FIN 

1798 Institutional Strengthening of Women's Division of the 
Department of Home Affairs 

575 JSF 08 Dec 1992 OTH 

1803 Institutional Strengthening of the Waterboard 400 15 Dec 1992 SOC 
1864 Institutionalization of Social Impact Analysis in Higher 

Education 
450 01 Apr 1993 SOC 

1875 Review of Health Services Delivery 100 28 Apr 1993 SOC 
1990 Environmentally Sustainable Management of Coastal and 

Marine Resources  
599 JSF 22 Nov 1993 AG 

2022 Institutional Strengthening of Department of Fisheries and 
Marine Resources  

883 JSF 16 Dec 1993 AG 
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No. Title Amount Source Sector 
    (US$ ‘000)

Approval 
Date  

(Advisory Technical Assistance Continued) 
2103 National Health Plan Development 450 JSF 16 Jun 1994 SOC 
2158 Education Resources Study 340 JSF 20 Sep 1994 SOC 
2196 Water Supply and Sanitation Sector Study 390 02 Nov 1994 SOC 
2255 Development of Cost Accounting System for the Department 

of Works 
380 JSF 21 Dec 1994 TRANS 

2418 Hydrocarbon Sector Policy and Strategy Study 525 06 Oct 1995 ENG 
2446 Small Business Development Corporate Accounting and 

Management 
255 16 Nov 1995 OTH 

2103 National Health Plan Development (Supplementary) 125 JSF 27 Feb 1996 OTH 
2637 Planning, Management, and Marketing of Industrial Estates  600 02 Sep 1996 IND 
2703 Labor, Employment, and Skills Development Policy Agenda 494 JSF 11 Dec 1996 OTH 
2736 Fisheries Management and Industry Support – 26 Dec 1996 AG 
2753 Development Strategy Workshop 62 27 Jan 1997 OTH 
2772 Strengthening Financial Management of the Health Sector 600 20 Mar 1997 SOC 
2898 Restructuring Plan for the Department of Agriculture and 

Livestock 
150 21 Oct 1997 AG 

3004 Road Asset Management System 1,000 JSF 03 Apr 1998 TRANS 
3011 Review of Foreign Aid Management 115 05 May 1998 OTH 
3012 Consultative Implementation and Monitoring Council 50 05 May 1998 OTH 
3191 Road Sector Cost Recovery Improvement 350 06 May 1999 TRANS 
3240 Financial Management Strategic Framework 500 09 Aug 1999 OTH 
3378 Road Asset Management System in the Provinces  581 JSF 28 Dec 1999 TRANS 
2772 Strengthening Financial Management of the Health Sector 

(Supplementary) 
186 18 Feb 2000 TRANS 

3444 Review of Mining and Hydrocarbon Tax Regime 325 19 May 2000 OTH 
3507 Review of Constraints to Informal Sector Development 225 29 Sep 2000 OTH 
3619 Rehabilitation of the Maritime Navigation Aids System 800 AUS 19 Dec 2000 AG 
3660 Health Policy Support 220 30 May 2001 SOC 
3667 Poverty Analyses for Socioeconomic Development 

Strategies  
650 06 Jun 2001 OTH 

3736 Gas Pipeline Development 700 10 Oct 2001 ENG 
3762 Health Sector Review 250 JSF 06 Nov 2001 SOC 
3812 Strengthening Public Sector Management 850 JSF 18 Dec 2001 OTH 
3660 Health Policy Support (Supplementary) 242 AUS 21 May 2002 SOC 
3946 Improving Economic and Social Statistics  800 24 Oct 2002 OTH 
 Total Advisory Technical Assistance 25,085  
US$= US dollars, – = cancelled or terminated by Government. 
AG = agriculture sector, AUS = Australia, ENG = energy sector, FIN = financial sector, JSF = Japan Special Fund, 
No. = number, OTH = other, SOC = social sector, SWI = Switzerland, and TRANS = transport sector. 
Source: Asian Development Bank. 
 
 

Table A3.2: Project Preparatory Technical Assistance 
No. Title Amount Source Sector 
    (US$ ‘000)

Approval 
Date  

0116 Second Project 50 21 Jun 1974 TRANS 
0150 East Sepik Agricultural Development 300 14 Aug 1975 AG 
0198 Fisheries Development 49 22 Jun 1977 AG 
0284 Lae Port Development 150 06 Mar 1979 TRANS 
0377 Manus Forestry 40 24 Nov 1980 AG 
0394 Rural Health Services  170 31 Dec 1980 SOC 
0437 Rural Roads Improvement 179 08 Dec 1981 TRANS 
0473 Port Development Study 250 29 Jul 1982 TRANS 
0479 Cape Rodney Agricultural Development 190 31 Aug 1982 AG 
0594 Second Rural Health Services  150 12 Apr 1984 SOC 
0627 Rural Development 350 SWI 26 Sep 1984 AG 
0638 Ramu-Port Moresby Transmission Interconnection Study 223 26 Nov 1984 ENG 
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No. Title Amount Source Sector 
    (US$ ‘000)

Approval 
Date  

(Preparatory Technical Assistance continued) 
0642 Navigational Aids Improvement Study 240 10 Dec 1984 TRANS 
0694 Agricultural Marketing Support Services 252 08 Aug 1985 TRANS 
0814 New Ireland Smallholder and Plantation Department 75 03 Nov 1986 AG 
0816 Development of Industrial Centers 230 14 Nov 1986 IND 
0823 Luwini (Divune) Hydropower 150 27 Nov 1986 ENG 
0850 Rural Telecommunication Study – 26 Jan 1987 TRANS 
0852 Hospital Services 304 29 Jan 1987 SOC 
1077 Second Ports Development 350 JSF 02 Dec 1988 TRANS 
1204 Development of Industrial Standards and Quality Control 250 JSF 07 Sep 1989 IND 
1306 Fisheries and Coastal Resource Management and 

Development 
250 30 May 1990 AG 

1333 Third Rural Health Services 250 06 Jul 1990 SOC 
1343 Central Province Smallholder Rubber Development 250 27 Jul 1990 AG 
1344 Smallholder Rubber Development in Selected Provinces  250 27 Jul1990 AG 
1375 Agricultural Research and Extension 56 19 Sep 1990 AG 
1437 Third Urban Water Supply and Sewerage 587 JSF 10 Dec 1990 SOC 
1492 Community Forestry Development 325 07 Mar 1991 AG 
1565 Horticulture Development 250 13 Sep 1991 AG 
1587 Agricultural Research and Extension (Phase II) 436 JSF 29 Oct 1991 AG 
1642 Collingwood Bay and Kokoda Smallholder Development 250 02 Jan 1992 AG 
2060 Human Resources Development Project in the Health Sector 296 09 Feb 1994 SOC 
2258 Fisheries Management 460 22 Dec 1994 AG 
2258 Fisheries Management Study (Supplementary) 140 22 Feb 1996 OTH 
2561 Health Sector Program Loan 145 26 Apr 1996 SOC 
2960 Improving Provincial Agricultural Support Services  150 22 Dec 1997 AG 
2962 Financial Management 150 JSF 22 Dec1997 OTH 
2981 Skills Development 500 JSF 09 Jan 1998 SOC 
2962 Financial Management (Supplementary) 72 JSF 05 May 1998 TRANS 
3018 Social and Environmental Studies  150 13 May 1998 OTH 
3037 Road Upgrading and Maintenance 750 JSF 02 Jul 1998 TRANS 
3162 Rehabilitation of the Navigation Aids System  500 JSF 01 Feb 1999 TRANS 
3173 Provincial Towns Water Supply and Sanitation 908 23 Mar 1999 SOC 
3280 The Governance and Public Sector Reform Program  600 16 Oct 1999 OTH 
3315 Microfinance and Employment 150 29 Nov 1999 FIN 
3280 Governance and Public Sector Reform Program  381 AUS 26 Oct 2000 OTH 
3545 Agro-Industry Development 500 JSF 14 Nov 2000 AG 
3604 Coastal Fisheries Management and Development 340 JSF 20 Dec 2000 AG 
3615 Community Water-Transport Project 580 JSF 21 Dec 2000 TRANS 
3716 Road Authority Development 700 JSF 11 Sep 2001 TRANS 
3717 Southern Road Maintenance and Upgrading 400 JSF 11 Sep 2001 TRANS 
3827 Gender and Population Project 500 JSF 21 Dec 2001 SOC 
4055 Agriculture and Rural Development 1,000 JSF 19 Dec 2002 AG 
4057 Health Sector Development Program  500 JSF 19 Dec 2002 SOC 
 Total Project Preparatory Technical Assistance 16,728  
US$ = US dollars and – = cancelled or terminated by Government. 
AG = agriculture sector, AUS = Australia, ENG = energy sector, IND = industrial sector, JSF = Japan Special Fund, 
No. = number, OTH = other, SWI = Switzerland, SOC = social sector, and TRANS = transport sector. 
Source: Asian Development Bank. 
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SECTOR PERSPECTIVE 

A. Agriculture 

1. Program Composition 

1. The agriculture sector constituted 22% of Asian Development Bank (ADB) lending to 
Papua New Guinea (PNG). Thirteen loans for US$190 million were approved between 1971 and 
2002, of which 8 were funded from the Asian Development Fund (ADF) and 5 from ordinary 
capital resources (OCR). Disbursements amounted to a total of US$175 million by the end of 
2002 and were highest in 1990 and 1991, when the agriculture program loan was disbursed. 
Table A4.1 lists the approved loans. In addition, 33 technical assistance (TA) grants, valued at 
US$10 million, were approved, equaling 23% of all TA grants provided to PNG.  

Table A4.1: Lending to the Agriculture Sector 

Number Title 
Amount 

(US$ million) 
Approval 

Date 
Type of 

Loan Status 
Asian Development Fund     

0290 East Sepik Rural Development 7.7 21 Dec 1976 Project Completed
0656 Cape Rodney Smallholder Development 15.0 24 Nov 1983 Project Completed
0784 West New Britain Smallholder Development 15.9 14 Aug 1986 Project Completed
0853 East New Britain Smallholder Development 5.0 03 Nov 1987 Project Completed
0997 Agriculture Sector Program  56.0 12 Dec 1989 Program Completed
1110 Agricultural Research and Extension 22.0 29 Oct 1991 Project Completed
1889 Nucleus Agro-Enterprises  5.9 18 Dec 2001 TA Loan Ongoing
1925 Coastal Fisheries Management and Development 5.7 24 Oct 2002 Project Ongoing

Ordinary Capital Resources  
0785 West New Britain Smallholder Development 14.0 14 Aug 1986 Project Completed
0852 East New Britain Smallholder Development 5.0 03 Nov 1987 Project Completed
0998 Agriculture Sector Program  24.0 12 Dec 1989 Program Completed
1652 Smallholder Support Services Pilot Project 7.6 10 Dec 1998 Project Completed
1656 Fisheries Development 6.5 11 Dec 1998 Project Ongoing

 Total     Agriculture 190.4
US$ = US dollars. 
TA = technical assistance. 
Source: Asian Development Bank. 

2. The program initially focused on rural and particularly smallholder development. 
Emphasis shifted, around 1990, to policy reforms and extension services but returned to 
smallholder development a decade later. Assistance to the fisheries sector had been considered 
since 1977, when the first project/program preparatory technical assistance (PPTA) activity was 
approved, but lending started only in 1998. 

2. Project Objectives and Scope 

3. The agriculture development projects in East and West New Britain,1 approved in 1986 
and 1987, respectively, aimed to expand smallholder production, increase employment 
opportunities, income, and living standards in rural areas. They focused on tree crops, cocoa in 
East New Britain (ENB) and oil palm in West New Britain (WNB), and were integrated rural 

                                                                 
1  ADB. 1986. Report and Recommendation of the President to the Board of Directors on the West New Britain 

Smallholder Development Project. Manila.  
 ADB. 1987. Report and Recommendation of the President to the Board of Directors on the East New Britain 

Smallholder Development Project. Manila. 
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development projects that included assistance for setting up smallholders, credit schemes, 
transport and social infrastructure, and agriculture extension services. They derived ownership 
from their link to national development strategies and government projects, which they aimed to 
support. However, documentation does not reveal the extent to which provincial governments 
were consulted during project preparation. While both projects were designed prior to the 
introduction of the project framework, they both contained measurable performance indicators. 
They defined the number of households to benefit and expected increases in household 
income, and other nonquantified benefits derived from transport and social infrastructure. Both 
projects anticipated incurring incremental recurrent costs for additional staff (44 in ENB and 135 
in WNB) and operations and maintenance (O&M) of new facilities, vehicles, and infrastructure. 
In both projects, it was stated that the Government had given assurances that additional staff 
and budget would be allocated, ignoring that recurrent expenditure in the agriculture sector had 
been declining since 1984, as noted in the Agriculture Sector Program Loan (ASPL); human 
resources had been cut, rather than increased; and expenditures were below budget 
allocations, due to limited absorptive capacities. These projects did not raise policy concerns 
that became prominent in the ASPL approved only 2 years later. 

4. In 1989, the Government sought support for implementing major reforms in the 
agriculture sector. The program had ambitious goals: rehabilitate, expand, intensify, and 
diversify agriculture production and thereby generate growth, employment and income-
generating opportunities, and export earnings. The ASPL2 was approved in support of these 
goals. No PPTA was used to process the loan, but it was prepared in response to the 
emergency situation of the cash-strapped Government (as a program loan, ASPL was designed 
to be quick disbursing and thus meet cash needs) and justified in the context of current and 
long-term government policies. No consultations took place with industry representatives 
concerning the design of policy reforms under the ASPL, as observed in the project/program 
performance audit report (PPAR).3 Not all of the planned far-reaching reforms were included in 
the loan agreement nor was assistance provided to address them, even though they were to 
address major constraints to the sector’s development. The PPAR found that the loan “had 
striking resemblance to other program loans processed at the same time for other South Pacific 
countries” and a number of policy reforms were based on conventional wisdom rather than on 
solutions tailored to the situation in PNG. The ASPL included sufficiently well-defined 
performance measures, such as increased public and private investment in the agriculture 
sector, increased productivity and export earnings, employment and income generation, and a 
number of measures for which effects and impacts were defined in the program benefit 
monitoring and evaluation matrix. However, baseline data was not collected or presented for 
any of the indicators nor were specific, quantified targets set. 

5. Two loans were approved to support the development of extension services, one in 1991 
and one in 1998. The Agriculture Research and Extension Project (AREP)4 aimed to support 
research and extension services, implying that by doing so it intended to help improve the 
performance of the agriculture sector. The Smallholder Support Services Pilot Project (SSSPP)5 
articulated its goals more clearly, namely to increase smallholders’ access to agriculture support 
services and thereby increase agriculture production, productivity, and the incomes of 

                                                                 
2  ADB. 1989. Report and Recommendation of the President to the Board of Directors on the Agriculture Sector 

Program . Manila. 
3  ADB. 2001. Program Performance Audit Report on the Agriculture Sector Program in Papua New Guinea. Manila. 
4  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Agriculture Research 

and Extension Project. Manila. 
5  ADB. 1998. Report and Recommendation of the President to the Board of Directors on the Smallholder Support 

Services Pilot Project. Manila. 
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SELF-HELP COFFEE EXTENSION     
 
Farmers in remote Kuningramp are largely illiterate and are not reached at all by extension services. 
Nevertheless, they have developed informal ways of acquiring new knowledge and seeds. Within relatively close 
proximity to their community is a coffee plantation. They occasionally visit the plantation to observe workers 
spraying, pruning, and undertaking other agricultural operations and then apply some of these practices to their 
own coffee gardens. Farmers also collect new varieties of coffee off the plantation’s ground and plant these in 
their gardens in small numbers, to try them. According to their own criteria, their older varieties, Konda and 
Brown, perform better than the new varieties, Yellow, Ira, and Arabica (see table below). Farmers did not identify 
price as a criterion because there is no price differentiation in their locality for different varieties, and the beans 
are mixed and sold together.   
 

Criteria Konda Brown Yellow Ira Arabica 
Size of bean 5 1 1 4 4 
Number of beans  5 5 4 3 3 
Easiness to pick 5 4 1 2 3 

 
In terms of significant changes in coffee production, farmers say that they have realized the importance of careful 
pruning, particularly for the new varieties, and that they are devoting more time to this. They are not presently 
using agrochemicals, because they do not perceive that they have any serious problems with pests or diseases , 
and they believe that they already have high yields from their plants (which renders chemical fertilizer 
unnecessary). They are also devoting more attention to coffee because it is their only source of income, and their 
income expectations and needs, due to school and health clinic fees, long-distance travel, etc., are rising. 

smallholders. While both projects pursued the same objective, they did so using different 
approaches. The AREP was designed to assist existing institutions to improve their service 
(funding infrastructure and operational costs), while the SSSPP introduced the new concept of 
contracting the provision of support services out to private and public providers (funding the set-
up of a contract facility, training, and project management). In both cases incremental recurrent 
costs would be incurred. The incremental recurrent expenditures were detailed for the AREP, 
whereas details in the SSSPP are limited to the funding arrangements for the contract facility. 
Neither of the projects analyzed how government commitments to allocating recurrent budgets 
to these incremental expenditures would affect the overall budget position or how likely it was 
that these allocations would be made and affected. The AREP included specific benefits in 
terms of improving yields and quality of coffee and oil palm over specified baselines, whereas 
the SSSPP included more detailed indicators for monitoring the attainment of goals, objectives, 
and outputs, albeit no baseline information was provided nor quantified or time-bound targets 
set. 

6. Further efforts to diversify the agriculture sector were made in 1998, with the approval of 
the Fisheries Development Project,6 which was the culmination of assistance and policy 
dialogue to the subsector since 1990. These efforts were far more modest than those of the 
early 1990s and focused on fisheries, rather than the entire policy framework of the agriculture 
sector. The objective of the project was to increase the economic contribution made by fisheries 
to the PNG economy on a sustainable basis. It included assistance to policy reforms, including 
determining the optimal composition of domestic and foreign vessels in the fishing fleets 
(balancing domestic employment creation with revenue generation from license fees), 
institutional development, physical infrastructure for wharves, and project management support. 
The outcome of the project should be measurable, as it expected to generate an additional K63 
million per year in direct income from the longline catches as well as create full-time 

                                                                 
6  ADB. 1998. Report and Recommendation of the President to the Board of Directors on the Fisheries Development 

Project. Manila. 



Appendix 4 54 

employment for about 300 people. In addition, the project framework contained well-defined 
indicators, few with baseline data but more with specific targets. 

7. In 2001, yet another avenue for supporting private sector development was tested under 
the Nucleus Agro-Enterprise Project.7 The project identified a number of impediments to private 
sector development, including law and order, policy environment, institutional weaknesses and 
poor service delivery, lack of infrastructure, and lack of capital. However, the project’s goal is to 
identify, develop, and support new arrangements for the development of commercially oriented 
agriculture in PNG through public-private partnership and smallholder development. It provides 
a facility (funding and technical expertise) for identifying and studying the feasibility of possible 
investment projects, preparing background analyses of the enabling environment of these 
projects, and pilot testing of new technologies. The approach is innovative and engages private 
sector partners in an active role. This project approach is considerably different from that in the 
two previous projects in that the latter were supply driven, preparing plots and setting up 
repayment schemes for farmers, who had limited, if any, decision-making power under the 
project’s design. 

8. In 2002, the Costal Fisheries Management and Development Project8 was approved with 
the objective of reducing poverty in rural areas by increasing, or preventing the further decline of 
incomes in coast communities. In doing so, the project intended to support national government 
plans but also focused on areas where there was the need and will to manage natural and 
physical infrastructure resources better. The scope of the project included assistance to 
fisheries management (surveying, planning, managing resources, generating and sharing 
information, and conducting awareness campaigns), infrastructure (wharves and social), and 
project management support. The project design went beyond narrow sector issues alone and 
includes measures to address HIV/AIDS issues that have been found to be of major concern to 
fisherfolk and addresses women’s security needs in a pragmatic ways. The expected benefits of 
the project were well articulated and quantified to the extent possible, although indicators in the 
project framework were less well specified, providing few specific targets or little baseline data. 
Recurrent expenditures for training and awareness campaigns were expected to be met by the 
National Fisheries Authority, while infrastructure facilities were anticipated to collect user fees 
and thus generate sufficient revenue to meet O&M costs.  

3. Findings  

9. Earlier efforts to support smallholder development in East Sepik9 and Cape Rodney 10 
had not shown satisfactory or sustained results, as reported in the PPARs of these projects. The 
projects had suffered from designs that had not taken local conditions and preferences of target 
farmers into account, thus making wrong choices about production technologies and wrong 
estimates about the potential to attract new settlers. Both projects were rated unsuccessful.  

10. The WNB project (main text, footnote 37) faired better. The PPAR found the project 
generally successful in meeting its objectives, even though it fell short in some of the output 
targets. A total of 6,177 hectares (ha) of smallholder oil palm were planted, benefiting over 
                                                                 
7  ADB 2001. Report and Recommendation of the President to the Board of Directors on the Nucleus Agro-

Enterprises Project. Manila 
8  ADB. 2002. Report and Recommendation of the President to the Board of Directors on the Costal Fisheries 

Management And Development Project. Manila. 
9  ADB. 1976. Report and Recommendation of the President to the Board of Directors on the East Sepik Rural 

Development Project. Manila. 
10  ADB. 1983. Report and Recommendation of the President to the Board of Directors on the Cape Rodney 

Smallholder Development Project. Manila. 
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1,700 farmers. At the time of postevaluation, the oil palm smallholders were well established 
and produced an average yield of 17 tons per ha, resulting in a total project production of 
70,000 tons of fresh fruit bunches. With better maintenance, it was expected that yields could 
improve further. In addition, infrastructure (bridges, roads, and social infrastructure) was built, 
but in poor condition at the time of postevaluation, due to the lack of maintenance funds. This 
project was not surveyed during the CAPE. The smallholder project in ENB (main text, footnote 
37) was also postevaluated and found generally successful. Cocoa plantations exceeded 
appraisal targets by 16% and reached 2,688 ha. A change took place in that the original focus 
on settlement areas was redirected toward village land that was free of land title disputes and 
thus could be used effectively. Total production of dry cocoa beans was just below 2,000 tons in 
1998, and was expected to increase to around 2,500 tons in 2003, when project maturity is 
reached. The PPAR found that annual net farm income had increased eightfold as a result of 
the project, ranging between US$100 and US$170 per month for farmers with 2-ha blocks and 
double that for farmers with 4-ha blocks. The average block size was 3 ha. The CAPE survey 
confirmed these overall findings. For instance, the average number of trees of villagers 
increased fourfold, and currently, high cocoa prices increased the interest of farmers to plant 
more. Generally, households perceived themselves as better off than before the project, with 
improved housing, an increase in use of public transport (rather than walking), more frequent 
travel, and increased income (also from vegetable growing). The control settlements (resettled 
after a volcanic eruption in 1994) that suffered from a lack of land to grow cocoa reported few 
income-generating opportunities, and perceived their situation to be deteriorating. The positive 
outcomes of these two projects are highly dependent on international commodity prices for 
cocoa and oil palm.  

11. Policy reforms under the ASPL (main text, footnote 18) were meant to stimulate 
agriculture production. Funding was used to meet government counterpart contributions to 
development projects (internally and externally funded), and thus it was felt that public 
investments in the agriculture sector would have deteriorated in the early 1990s had it not been 
for funding under the ASPL. It was found, under the PPAR, that most policy conditions had been 
met: tariffs had been kept as required, commodity price stabilization funds discontinued (after 
several years of continued operations, including years of heavy overexposure), investment laws 
had been changed, and extension services for the main tree crops had been corporatized. 
However, the impact of these measures did not meet goals stated in the project’s design. 
Incomes of smallholders are far more dependent on commodity prices than on the tariffs 
concerning the agriculture sector, which were found, under the PPAR, to be so minimal and 
irrelevant to smallholders that any policy measure in this regard was ineffective. Policy 
recommendations regarding the price stabilization fund were found, in retrospect, to contradict 
the program’s overall aim, to increase the incomes of the poor. It was found, under the PPAR, 
that there was no evidence of overall improvements in productivity or production, investment, or 
land mobilization. There have been disinvestments and loss of jobs on coffee, cocoa, and 
coconut estates and downstream processing. Corporatization of extension services was 
attained but did not result in financial independence and instead required continued support 
from the Government and development partners (for example, through the AREP). Services 
were considered more effective but at a higher cost. Greater private sector involvement aimed 
for under the ASPL was not attained due to incorrect assumptions and an underestimation of 
external factors, such as law and order and poor infrastructure. The same goal is now pursued 
under the SSSPP (footnote 5). 

12. The ASPL laid the foundation for corporatizing extension services. Subsequently, the 
Agriculture Research and Extension Project (footnote 4) aimed to improve service provision. 
The PPAR of this project found that support to actual provision of extension services focused 
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more on providing physical infrastructure and less on the opportunity to build capacities for 
managing the long-term provision of services. The more recent PPAR of the ASPL found that 
service providers remained dependent on financial support from The Government and other 
development partners. Key informants interviewed during the preparation of the CAPE 
expressed concern over the lack of secure funding to provide continuous services of high 
quality. However, in the survey areas, farmers were aware of the service providers, visited the 
facilities of service providers relatively frequently, and extension workers visited their 
communities. Extension information (communicated by extension workers or through materials) 
was found generally useful.11 However, it was not possible to establish a clear correlation 
between extension services and changes in yields (para. 10). The survey results were 
contrasted by experiences in communities visited by the participatory evaluation team, many of 
which had not received visits or useful advice from extension providers. Ranking the different 
sources of extension advice, the public service was ranked least helpful and effective, while 
workers from industry associations were found more helpful. However, best support was found 
to come from private companies, nongovernment organizations (NGOs), and tertiary institutions. 

13. Under the SSSPP (footnote 5) efforts are under way to switch to private providers of 
extension services, contracting farmers to share their expertise. The project is ongoing and 
does not operate in the areas surveyed by the CAPE mission. It has set up a facility to finance 
service contracts that are based on actual demand from farmers, rather than funding supply-
side driven service provision. The midterm review reported that 90 contracts had been signed, 
reaching approximately 3,000 farmers directly and another 1,000 farmers indirectly. Farmers 
employed as experts (service providers) are well embedded in local communities and thus are 
able to communicate effectively. In addition, the cost of service provision through expert farmers 
is the equivalent of about US$30 per participant as compared to ten times that amount when 
provided through the formal channel. The midterm review expected high rates of returns from 
improved extension services, but did not provide information on changes in farming practices, 
yields, or crop diversification. 

14. The fisheries development project (footnote 6) contributed significantly to changing the 
institutional framework of the sector. The National Fisheries Authority was revamped, including 
staff retrenchment and new staffing based on strict selection conditions, staff training, and the 
adoption of new procedures. The authority was celebrated as the model example for statutory 
authorities and their reform. The introduction of transparent procedures reportedly resulted in an 
increase of profits from K5 million prior to the project to K45 million in 2002. A considerable part 
of this success can be attributed to professional and honest senior management of the 
authority. Breaches in the procedures for appointing a new acting managing director raised 
concerns that positive results could be reversed, were merit-based recruitment and appointment 
policies not adhered to. The turn around of the authority has attracted international fishing fleets 
(increasing revenues from licenses) and investments for loining factories and fish canneries, 
which once completed are expected to employ 7,000–10,000 people, of which more than half 
are expected to be recruited locally.12 These benefits are yet to materialize. The Fisheries 
Development Project also included construction of two wharfs, one in Port Moresby and one in 
Madang. However, due to land acquisition and other problems, the locations for these wharfs 
were changed to Kavieng (New Ireland) and Lorengau (Manus). As a result, the wharf in 
Kavieng was commissioned in December 2002, while the one in Lorengau is still under 
construction. They are expected to add value to the local economy and, in Kavieng, 

                                                                 
11  Extension materials were developed under an AusAID funded project. The CAPE mission did not verify whether 

the materials referred to originated from that project or other assistance. 
12  The remaining 45% m ight include imported overseas workers with higher skill levels than available locally. 
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complement the assistance of AusAID to the fisheries training center and of the European Union 
to building market facilities. 

B. Health 

1. Program Composition 

15. The health sector received 15% of ADB’s lending to PNG. Nine loans, worth US$125 
million, were approved between 1971 and 2002, of which six were funded through the ADF and 
three from OCR. Disbursements amounted to a total of US$99 million by the end of 2002. Table 
A4.2 lists the approved loans. In addition, 18 TAs for US$5 million were approved, or 12% of 
total TA grants provided to PNG. 

Table A4.2: Lending to the Health Sector 

Number Title 
Amount 

(US$ million) 
Approval 

Date 
Type of 

Loan Status 
Asian Development Fund     

0746 Second Rural Health Services  8.5 24 Oct 1985 Project Completed
1054 Special Interventions  10.5 27 Nov 1990 Project Completed
1097 Third Rural Health Services 21.0 05 Sep 1991 Project Completed
1225 Population and Family Planning 7.1 01 Apr 1993 Project Ongoing
1517 Health Sector Development Program  5.0 20 Mar 1997 Program Completed
1518 Health Sector Investment Project 10.0 20 Mar 1997 Project Ongoing

Ordinary Capital Resources 
0586 Rural Health Services  12.0 30 Sep 1982 Project Completed
0747 Second Rural Health Services  5.4 24 Oct 1985 Project Completed
1516 Health Sector Development Program  45.0 20 Mar 1997 Program Completed

 Total    Health 124.5
US$ = US dollars. 
Source: Asian Development Bank. 

2. Project Objectives and Scope 

16. The objectives of assistance evolved from generic aims of improving the provision of 
health services, under the Special Interventions Project (SIP) and the Third Rural Health 
Project,13 to focusing on maternal and child health care, under the population and family 
planning project,14 and complete sector reforms under the Health Sector Development Program 
(HSDP).15 Benefits were described in broad terms, such as increased labor productivity, life 
expectancy, quality of life, equity, and improved health status. Consequently, the scope of each 
project expanded from physical infrastructure in the early years to financing a range of inputs, 
including investments in people and facilities, and items normally financed from the recurrent 
budget and a budget support-type of operation under HSDP. All four projects were closely 
linked to implementing government policies, including the Special Interventions Program of the 
early 1990s (main text, para. 31), the national health policies (developed with ADB assistance), 
the National Population Policy (developed with AusAID and World Bank assistance), and the 

                                                                 
13  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Third Rural Health 

Services. Manila  
14  ADB. 1993. Report and Recommendation of the President to the Board of Directors on the Population and Family 

Planning Project. Manila. 
15  ADB. 1997. Report and Recommendation of the President to the Board of Directors on the Health Sector 

Development Program . Manila. 
 ADB. 1997. Report and Recommendation of the President to the Board of Directors on the Health Sector 

Improvement Project. Manila. 
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Organic Law. Moreover, from the Third Rural Health Project onward, RRPs explained that more 
emphasis was given to broad-based consultations during project preparation, as this was 
recognized as a shortcoming in the first and second health projects. 

17. The HSDP drew further lessons from previous projects and introduced performance 
indicators that none of the previous projects had specified, although the HSDP did not provide 
baseline data or specific targets. Fewer, if any, lessons, though, were drawn regarding the 
reported decline in health trends, despite heavy investments (largely funded by development 
partners) or issues related to recurrent costs. While all four projects had implications for 
recurrent expenditure through funding of new infrastructure, establishing new positions, or 
introducing new programs, little analysis was provided on the financial implications and sources 
of funding for these programs, except in the HSDP, which aimed to introduce user fees.16 A first 
study of health sector financing was conducted in 1988.17 Loans approved afterward stated that 
recurrent costs would be funded from budget allocations, even at times when shrinking budget 
allocations to the health sector were raised as a concern. The HSDP tried to break away from 
this approach by aiming to shift allocations from urban to rural service providers (presumably 
within the given overall budget), improve financial management practices through ADTA, 18 and 
introduce user fees for health services. The budget support nature of the HSDP (and support of 
other development partners), however, crowded out Government allocations, something the 
midterm review confirmed, raising questions about resource allocations after program 
completion. 

18. An advisory TA was provided in connection with three of the four projects: to assist in 
setting up monitoring systems (under the Third Rural Health Project), linking health indicators to 
budget allocations (under the HSDP), and providing a large number of consultants in various 
advisory functions (under the Population and Family Planning Project). 

3. Findings  

19. PCRs and PPARs for the first projects in the health sector noted that while physical 
infrastructure had been built, facilities were not maintained for lack of sustained allocation of 
funding and service provision had not improved. 

20. The CAPE survey took place in locations around 90-minutes’ drive from provincial 
capitals, which was necessary for practicality. However, this choice also means that data does 
not represent the situation in remoter areas, where service provision would be less than in those 
areas covered through the survey. It found that the majority of respondents used health centers 
(37%), followed by hospitals (34%), aid posts (13%), clinics (11%), and private doctors (5%). 
Seventy-eight percent of these facilities were operated by the Government and 16% by 
churches. All respondents had a local health facility, but only 38% reported an aid post (some 
locations have a health center or clinic, which are larger). Of the aid posts reported, 69% were 
in good condition. Eighty-eight percent of responses stated that aid posts were staffed (largely 
by male health workers, while females were predominant in health centers and clinics), and 
86% reported the aid posts were open at least 5 days per week. Only 15% of responses on aid 
posts recorded that drugs were available “all the time,” but a further 28% reported that drugs 
were available “most of the time.”  Forty-seven percent of responses said that drugs were 

                                                                 
16  No assessment was provided in the RRP of the HSDP concerning whether user fees are feasible and to what 

extent cost recovery could be achieved through levying them.  
17  ADB. 1988. Technical Assistance to Papua New Guinea for Health Sector Financing. Manila. 
18  ADB. 1991. Technical Assistance to Papua New Guinea for Strengthening Monitoring of Health Service Delivery. 

Manila. 
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“rarely” available. Given the proximity of all these aid posts to their respective provincial 
capitals,19 this figure indicates that the distribution of aid post kits provided under the HSDP is 
not effective. The participatory evaluation equally found that about half of the visited 
communities had access to health centers, the two semiurban communities had access to a 
hospital, while only one community had access to an aid post. Two communities reported that 
their aid post was not staffed and supplied with medicines, and in one village, the aid post was 
dedicated to plantation workers and not the public in general. The frequency of visits by health 
extension officers (HEOs) to the communities varied. Remote communities reported that HEOs 
rarely visited, and dated the last visit in 1996, for a family planning awareness campaign. Other 
communities are visited by HEOs more frequently, some once a year, and receive advice on 
nutrition, medicine, and other matters. During periods of widespread illnesses, health workers 
visit communities, but only to record the extent to which the illness has spread, rather than 
provide assistance and medical care. The most frequent visits by HEOs were recorded in 
semiurban communities. These findings illustrate that policies to concentrate funding on basic 
health care through aid posts and HEOs (promising rural outreach and services that are less 
costly than second tier services) are not well implemented. 

21. Health education was funded under the Third Rural Health Services Project20 and the 
Population and Family Planning Project.21 To establish whether health education was reaching 
communities, the survey asked respondents if they had received, in the last 12 months, 
information on healthy living, family planning, and HIV/AIDS. Healthy living was described as 
nutrition and lifestyle issues. These topics were covered by the information materials that were 
developed under the projects. Forty-one percent of respondents received information on healthy 
living, 42% on family planning, and 68% on HIV/AIDS. The majority (60%) quoted the “health 
department worker” as their source of information, the remainder received information from aid 
posts. Key informant interviews indicated that three of the four provinces covered in CAPE 
fieldwork had retained health education workers, who were achieving some outreach. However, 
only 33% of the respondents had seen information materials produced under the projects, and 
23% had read some of them (rather than just seen them in a display case at the aid post). 
Those who did read parts of the materials reported that the books delivered a “good message.” 

22. Three quarters of survey respondents paid an average of K13.60 (around US$4) per visit 
to health facilities, and the participatory evaluation found that the cost of health care provision 
was raised as a serious concern. It also reflected location-specific differences in charges. One 
community specified that it had to pay, at the local health center an annual registration fee of 
K25, admission and discharge fees, and the cost of medicines. Hospital costs were considered 
beyond reach of most community members, and thus medical help from these sources was 
sought only as the last resort, regardless of whether it was needed at an earlier stage. The cost 
associated with traveling to and from medical facilities was considerable, and the lack of public 
transport was another deterrent to seeking health care on time. Yet, despite the general 
disenchantment with the provision and cost of health services, most communities perceive that, 
on the whole, there have been some improvements in health services and their health over the 
last 20 years. 

                                                                 
19  The survey findings need to be interpreted in light of this fact. They are not representative of remoter areas, where 

health services are likely to be in worse condition. 
20  ADB. 1991. Report and Recommendation of the President to the Board of Directors on the Third Rural Health 

Services Project. Manila. 
21  ADB. 1993. Report and Recommendation of the President to the Board of Directors on the Population and Family 

Planning Project. Manila. 
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THE GOOD NEWS: KUNINGRAMP—A TALE OF A HEALTHIER COMMUNITY 
 
The two big events in the history of health provision in Kuningramp community, Western Highlands, were the 
establishment of the Tiki Health Center by the Lutheran Church in the 1990s and the addition of an ADB-funded 
maternity ward to the center in 1997. The opening of the health center means that instead of having a day-long walk 
to get to the nearest center, as in the past, the people of Kuningramp now only have an hour-long walk. The clinic 
provides an ambulance service, which they never had before, to transport people to the clinic or hospital in the 
event of serious ailments or medical emergencies. In the past, 1–3 people in their relatively small community died of 
malaria each month.  Even though malaria is still their number one health problem, very few people are dying of it 
now because they can get treatment for it via the health center or hospital. The presence of the maternity ward has 
also decreased maternal and infant mortality and increased people’s awareness of family planning. 
 
BUT NOT GOOD ENOUGH ELSEWHERE: BUTUWIN HEALTH CENTER—A TALE OF DISCONTENT 
 
The Butuwin Health Center in East New Britain services, among others, Vunamami community. Vunamami’s 
residents have many complaints about the center’s provision of health services. 
§ The new health center is too small to cater to the large population that it serviced. Part of the problem resides in 

its accessibility to two other districts and the population of the areas being inflated by the post-1994 influx of 
people displaced by a volcanic eruption in Rabaul. A large number of people (roughly 300–500) visit the center 
each day, and during an outbreak of flu in March and April 2003, the intake was as high as 700 people per day. 

§ Some health services offered by the old Butuwin Health Center have been discontinued, including the operation 
of a maternity ward and a ward for very sick patients. The new health center just operates as a day clinic and 
now patients and their relatives have to travel at some inconvenience and cost to either Vunapope General 
Hospital or Nonga General Hospital to enjoy facilities that the old center used to have. 

§ The punctuality of health workers is negatively affected by the lack of housing for them at the clinic and their 
need to travel to work from many kilometers away. Usually, the center opens an hour or an hour and a half late.  
Having staff reside at the centers is also important when there are medical emergencies. 

§ There is dissatisfaction with the health clinic’s limited hours of operation. Health workers refuse to treat any 
patient that arrives after 4:06 p.m. The community feels that this is unfair, especially since the health workers 
often arrive to work late. 

§ There is no permanent doctor at the health center, but rather doctors from Nonga come on weekly visits (every 
Thursday) to treat special cases and perform consultations. Especially in light of the large population that the 
center services, residents feel that a permanent doctor is justified. 

§ The center runs out of drugs frequently, and staff just write prescriptions for patients to take to the pharmacies, 
which costs much more than getting them through the center.  

 

C. Industry and Finance 

1. Program Composition 

23. The industry and finance sector received 7% of ADB’s lending to PNG. Six loans for 
about US$60 million were approved between 1971 and 2002, all ADF-funded. Disbursements 
amounted to a total of US$37 million by the end of 2002. Table A4.3 lists the approved loans. In 
addition, 10 TA grants for US$3 million were approved, or 8% of total TA grants provided to 
PNG. 
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Table A4.3: Lending to Industry and Finance 

Number Title 
Amount 

(US$ million) 
Approval 

Date 
Type of 

Loan Status 
Asian Development Fund 

0084 Papua New Guinea Development Bank 4.5 14 Dec 1971 DFI Completed
0342 Second Papua New Guinea Development Bank 7.0 01 Jun 1978 DFI Completed
0611 Third Papua New Guinea Development Bank 11.0 09 Dec 1982 DFI Completed
1024 Industrial Center Development 8.4 09 Aug 1990 Project Completed
1706 Employment-Oriented Skills Development 20.0 28 Oct 1999 Project Ongoing
1768 Microfinance and Employment 9.6 19 Oct 2000 Project Ongoing

Total         Finance 60.5
US$ = US dollars. 
DFI = development finance institution.  
Source: Asian Development Bank. 
 

2. Project Objectives and Scope 

24. The Industrial Center Development Project22 was developed in support of the 
Government’s efforts to diversify the economy. It aimed to promote industrial development, 
especially manufacturing in Lae, with the goal of substituting imports and generating locally 
manufactured goods for export. The scope of the project included infrastructure development 
(site, roads, water supply, and factory buildings), training, and consultant services for 
engineering designs and project implementation support. Outcomes were defined in measurable 
terms such as number of businesses set up and annual turnover with estimated targets. The 
industrial center was to be self-financing. 

25. The Employment-Oriented Skills Development Project23 aimed to contribute to the 
improvement of income-earning and generating opportunities for the unemployed and 
underemployed population in rural and urban areas, in particular by increasing the availability of 
employment-oriented skills development. The focus of the project seemed to be on skills for 
self-employment in microenterprises and to a lesser extent on employable skills, because of job 
market limitations. Ownership was derived from the link to the national Medium-Term 
Development Strategy (MTDS) and the Education Sector Strategy that had just been adopted. 
The project drew on experiences in countries worldwide as well as in Asia to arrive at a 
comprehensive approach that included support for an appropriate policy framework, building 
capacities of training providers (from public and private sector and NGOs), and establishing a 
mechanism to finance vocational training. The latter consisted of a trust fund with contributions 
from national and provincial governments, ADB, and other development partners. Government 
contributions were to be raised from the recurrent budget, but the RRP does not provide 
information on how such funding would be made on a sustainable basis or on the implications 
of, for example, a computerized information system or training-of-trainers course on the 
recurrent budget. Contributions to the trust fund were also invited from the private sector, but 
the project contained few, if any, measures to overcome the typically acrimonious relationship 
between industries and training providers. The project framework included a wealth of output 
indicators with specific targets, but not for the project goal, where three indicators were stated 
without baseline and target. 

                                                                 
22  ADB. 1990. Report and Recommendation of the President to the Board of Directors on the Industrial Center 

Development Project. Manila. 
23  ADB. 1999. Report and Recommendation of the President to the Board of Directors on the Employment-Oriented 

Skills Development Project. Manila. 
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26. Addressing another impediment to small- and medium-sized enterprise (SME) 
development, the Microfinance and Employment Project24 was approved in 2000, with the aim 
of contributing to economic growth through private sector development, employment creation, 
and the development of the financial system with the goal of reducing poverty and integrating 
the majority of the poor into mainstream development processes. Similar to the Employment-
Oriented Skills Project, the project was rooted in the MTDS but also responded to more recent 
government policies related to SMEs and microfinance. A number of specific indicators 
(quantified and with target dates) were defined in the project framework but did not correspond 
to the stated objective of private sector development (indicator: number of businesses set up) 
and employment creation (indicator: jobs created). Also, no indicators, baseline, and targets 
were provided at the goal level, although it would have been important to quantify and qualify 
the expected impacts. As it stands now, the goal appears overambitious. The scope of the 
project included setting up a microfinance competence center and a revolving finance facility, 
both of which were expected to be self-financing, and the development, testing, and 
implementation of new savings and loan products. 

3. Findings  

27. Finance. The first generation projects25 involved assisting a development finance 
institution with the intention of facilitating the provision of medium-term finance to manufacturing 
enterprises and thus stimulate economic diversification and growth. The postevaluations of 
these projects found that this goal had not been reached, largely because most loans were 
small in size and short in duration, with maturities within a year or two, and allotted more to the 
services sector (particularly transport hire-purchase activities) rather than manufacturing. After 
an almost 20-year break, the Microfinance and Employment Project now focuses on setting up 
the framework for community-based microfinance institutions. The pilot area of Wau (Morobe) 
was chosen for its potential to provide requisite financial services to SMEs, particularly in the 
small-scale mining sector. Project implementation was delayed, but a team of consultants is in 
place now to provide training and build the capacities of the competence center, develop 
legislation for the revolving fund, and set up the pilot microfinance institution in Wau. It is too 
early to assess the potential outcome of the project, but safeguards will be required to ensure 
that microfinance institutions handle funds, applications, and repayments responsibly and 
transparently. The lack of banking services in target areas will pose difficulties in transferring 
funds to microfinance institutions, once they are ready to access the revolving fund. Whether 
and how this problem can be overcome remains to be seen. In addition, private domestic 
investments are highly dependent on the law and order situation and infrastructure facilities, 
which, unless addressed as well could be an impediment to the project attaining its goals. 
Another innovative approach is being started under the Nucleus Agro-Enterprises Project 
(footnote 7), which will provide a funding mechanism for feasibility studies and pilot projects. 
The project became effective only in August 2002, and thus could not be evaluated. However, 
care will be required to ensure strict screening criteria are actually applied. 

                                                                 
24  ADB. 2000. Report and Recommendation of the President to the Board of Directors on the Microfinance and 

Employment Project. Manila. 
25  ADB. 1971. Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Papua New Guinea Development Bank. Manila. 
 ADB. 1978. Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Second Papua New Guinea Development Bank . Manila.  
 ADB. 1982. Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Third Papua New Guinea Development Bank . Manila. 



 Appendix 4 63

28. Industrial Center. ADB provided assistance for establishing the Malahang Industrial 
Center (MIC) in Lae. The 28 ha site comprised 74 serviced industrial sites, nursery units and 
standard factory buildings, administrative offices, and requisite support facilities (internal and 
access roads, water supply, electric power, and telecommunications).  Physical facilities were 
completed in 1993 and the first lease contract was signed in September 1994. In 1995, the PCR 
reported occupancy rates below appraisal expectations and projected new estimates to reach 
32 units in standard factory buildings and 30 nursery units from 1998 onwards. Also at 
completion, 250 new jobs had been created rather than 2,500 as estimated at appraisal. The 
Industrial Centers Development Corporation manages the MIC, which estimated its income to 
cover about 50% of its cost, the remainder being funded through government subsidies. Starting 
in 2003, MIC is expected to be self-financing, but rental tariffs have not been increased. 
Interviews with business people in the MIC mentioned the more than competitive rental rates 
and better security as the main reasons for using MIC facilities.   

29. The CAPE survey team found buildings, facilities, and grounds in good operating 
conditions. Revised PCR projections were partly met. Thirty-two units of the standard factory 
buildings, 24 nursery units, and 50% of office space were occupied by active businesses. 
Access to MIC was improved once road works (financed by ADB) were completed in 1999, after 
which occupancy rates increased. However, nursery units are not used as such (businesses 
remained permanent occupants), some of PNG’s large profitable companies benefit from 
subsidized rents, and warehouses occupy 53% of units in standard factory buildings but provide 
employment for only 49 persons (18% of total employment in MIC). The total number of jobs 
generated (around 265) falls far below expectations and has declined since project completion. 
The household survey showed workers had been employed on average for 41 months, which is 
a relatively short period and does not capture the large number of people who would have 
worked much shorter periods. Fifty-five percent of respondents reported this to be their first 
formal job, and 41% obtained the job through family references. Only 15% of employees obtain 
work through advertisements. The average wage translated, after conversion into dollars and 
spread over the average number of household members supported with the salary, to US$0.74 
per person per day. Forty-four additional small trading businesses were observed outside the 
gates of MIC.  

30. Skills Development. ADB assistance focused first on the formal education system that 
provides employable skills, namely technical and vocational colleges26 and higher education.27 
The postevaluation of technical and vocation education found the project successful in 
producing well-qualified graduates, but formal sector demand for graduates was below appraisal 
projections. Thus, colleges scaled down their programs. Recognizing the formal sector’s limited 
prospects for providing jobs, the Employment-Oriented Skills Development Project28 aimed at a 
much lower level, providing people with skills to generate additional income through small 
activities. The project organized pilot training and is establishing a funding mechanism.  

31. The Employment-Oriented Skills Development Project and related TA29 contributed to 
the process of discussing and negotiating with a range of stakeholders and required changes to 

                                                                 
26  ADB. 1981. Appraisal Report and Report and Recommendation of the President to the Board of Directors on the 

Technical Education Project. Manila. 
27  ADB. 1993. Report and Recommendation of the President to the Board of Directors on the Higher Education 

Project. Manila. 
28  ADB. 1999. Report and Recommendation of the President to the Board of Directors on the Employment-Oriented 

Skills Development Project. Manila. 
29  ADB. 2000. Technical Assistance to Papua New Guinea for the Review of Constraints to Informal Sector 

Development. Manila. 
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the existing legal framework, which hinders informal sector activities. A bill that recommends 
necessary changes to existing legislation is presently under review (at the ministerial level). 
Therefore, it is too early to assess whether the bill will be adopted, implemented, and effective in 
creating better opportunities for the informal sector. However, a complex governance structure 
with many responsibilities devolved to local levels will require careful management to ensure 
that the impacts of regulatory changes are felt at local levels. 

D. Transport 

1. Program Composition 

32. The transport sector received 30% of ADB’s lending to PNG. Twelve loans, worth 
US$254 million, were approved between 1971 and 2002, of which 4 were funded from the ADF 
and 8 from OCR. Disbursements amounted to a total of US$136 million by the end of 2002. 
Table A4.4 lists the approved loans. In addition, 24 TA grants, worth US$9 million, were 
approved, equaling 22% of all TA grants provided to PNG. 

Table A4.4: Lending to the Transport Sector 

Number Title 
Amount 

(US$ million)
Approval 

Date 
Type of 

Loan Status 
Asian Development Fund 

0116 Road Project 9.8 14 Dec 1972 Project Completed
0469 Lae Port Project 8.0 25 Sep 1980 Project Completed
0691 Fourth Road Improvement (Sector) Project 15.0 04 Sep 1984 Sector Completed
1154 Transport Infrastructure Development Project 30.0 14 Jan 1992 Project Ongoing

Ordinary Capital Resources 
0327 Highlands Road Improvement Project 15.0 13 Dec 1977 Project Completed
0468 Lae Port Project 12.0 25 Sep 1980 Project Completed
0631 Third Road Improvement Project 13.0 21 Jul 1983 Project Completed
0690 Fourth Road Improvement (Sector) Project 18.3 04 Sep 1984 Sector Completed
0738 Ports Development Project 11.0 02 Jul 1985 Project Completed
1153 Transport Infrastructure Development Project 39.0 14 Jan 1992 Project Ongoing
1709 Road Maintenance and Upgrading (Sector) Project 63.0 16 Nov 1999 Sector Ongoing
1754 Rehabilitation of the Maritime Navigation Aids System 19.8 12 Sep 2000 Project Ongoing

Total         Transport 253.9
US$ = US dollars.  
Source: Asian Development Bank. 
 

2. Project Objectives and Scope 

33. In 1992, the Transport Infrastructure Development Project30 aimed to reduce overall 
transport and maintenance costs by improving, upgrading/rehabilitating, and expanding 
transport facilities in roads, ports, and navigation aids. The loan was based on the 
Government’s transportation policy. It included assistance to land and sea transportation (roads 
and port facilities) as an integration of these means of transportation was seen as essential to 
link points of production with points of trade. In addition, assistance was provided to set up a 
maintenance center, acquire equipment and develop a management information system, and 
help in engineering design and project implementation. Project benefits were defined in terms of 
economic and financial rates of return and savings to vehicle O&M. No attempts were made to 
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estimate whether and to what extent economic activities would be stimulated in the project’s 
influence areas. Recurrent costs of project facilities were to be covered from revenue generated 
by the road sector. The project sought assurances that the Government would allocate funds 
from the regular budget to ensure road maintenance, despite a track record to the contrary. The 
port facility was anticipated to be self-financing through levies raised on users.  

34. Subsequently, the road and maritime sectors were assisted with two separate projects. 

35. The Road Maintenance and Upgrading Project31 was approved in 1999 with the 
objective of contributing to export growth and integrating the Highlands subsistence population 
into the mainstream economy by providing critical road links. It derived its justification from 
national government policies (the MTDS) and budget allocations in the Public Investment 
Program for infrastructure, which accounted for 40% and thus implied a priority area of the 
Government. The scope of the project included infrastructure (upgrading and rehabilitating 
roads), setting up a road asset management system, training, and engineering and construction 
supervision. The benefits were described in terms of cost savings and providing access, which 
would enable the delivery of social services. The project’s framework included a number of 
useful indicators for measuring project outcomes, but no baseline data or specific targets were 
provided. Recurrent costs were to be met through appropriate allocations under the budget and 
the establishment of a road management fund, and assurances to that effect were included in 
the report and recommendations of the president.   

36. In 2000, a project was approved to rehabilitate the maritime navigation aids system.32 Its 
objective was to contribute to economic growth by releasing the potential of the maritime sector 
through the rehabilitation of selected navigation aids. It expected that an improved navigation 
system would support (i) geographic integration of the country, including remote populations; (ii) 
distribution of goods and services to the rural poor; (iii) improved affordability, reliability, and 
safety in travel along the coastal areas; and (iv) development of local markets, and increasing 
efficiency of trade with domestic and international centers. Embedded in the project design was 
the assumption that the availability of transportation services was largely affected by navigation 
aids and not other factors such as demand, cost and pricing, and capacities of suppliers. The 
RRP does not present an analysis of the providers of transport services to remote areas 
(essential to meeting the stated objectives of reaching poor areas) and impediments to transport 
service provision. Such analysis would have been necessary to determine the relative 
importance of navigation aids among other obstacles to service provision. Indicators in the 
project’s framework reflect the project’s ambitions (without providing baseline data or targets) 
but not the risks that are inherent in the assumption. Funding for counterpart contributions were 
to come from budget allocations, and recurrent expenditures after project completion were to be 
financed from levies and fees raised by the Maritime Safety Authority, which was expected to be 
self-financing. 

3. Findings  

37. The results of assistance to the road sector varied considerably, depending on project 
implementation (pronounced in the Transport Infrastructure Development Project [footnote 30], 
where a considerable amount of physical works and loan amounts were cancelled due to lack of 
counterpart funds) and location. Projects that supported key road links that connected 
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Upgrading (Sector) Project. Manila. 
32  ADB. 2000. Report and Recommendation of the President to the Board of Directors on the Rehabilitation of the 
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WAGAN COMMUNITY: A TALE OF DEVELOPMENT AND DISINTEGRATION 
 
Wagan is a community of some 700 people living on the periphery of Lae, Papua New Guinea’s second to the 
largest city. In the early 1980s, through a wantok  who was then the president of the local stevedoring union, it 
secured an agreement with a large shipping company to supply labor for the loading and unloading of ships at the 
wharves. Currently, over 120 males from some 90% of the households in the community, work for the company on 
a shift-work basis. Remuneration is very high, by PNG standards, with workers bringing home on average K250 per 
week. This amounts to some K1,560,000 (US$390,.000) coming into the community per year, and this sum is 
boosted by other community members’ other sources of income, including factory and public service employment 
and agricultural microenterprises. 
 
According to orthodox economic development theory, the high regular cash income of Wagan community and its 
relatively even spread throughout the community should be associated with broad-based development. The 
community definitively perceived some positive changes over the last 20 years. In line with this, road access to the 
city has improved, two relatively accessible health clinics have been established in the vicinity, a community hall has 
been built, water tanks servicing the whole community have been installed, and a community school established.   
 
Nevertheless, the community, particularly the women, perceives unmet challenges and substantial deterioration on 
a number of fronts. The community’s water supply during the dry season is still an unsafe creek, and sanitation 
remains dangerously poor. Community health has been affected by a rising incidence of malaria, hepatitis (A & B), 
and alcohol and drug addiction. The closest public transport is a three-kilometer walk away, and there is clearly an 
unmet demand for an aid post in the community. Prostitution, domestic violence, and broken homes are now 
common phenomena. The educational situation of many boys has not improved, because boys as young as 13 or 
14 are dropping out of school to work, lured by the quick money that they can earn. Community members were also 
concerned about their loss of knowledge regarding gardening, fishing and hunting, and culture—they could not 
remember any traditional songs. The biggest problem of all, from which many other problems stemmed, was the 
problem of mi (me). Increasing selfishness and its corollary, a decline in the sharing with and caring for others, had 
undermined family and community support structures and cohesion and eroded the community’s capacity to 
collectively meet the challenges they face. Because of the current level of mi, they see no way out of this dilemma.  

economically active areas with further transport facilities and markets generated high rates of 
returns, while others were not able to stimulate economic or agriculture growth. For example, 
the road from Port Moresby to Bereina was expected to stimulate agriculture production by 
providing access to the Port Moresby market, but it failed to do so because betel nuts remained 
the easiest crop, with highest returns. Various sections of the Highlands highway were assisted 
under several projects, generating high rates of return, given the essential nature of the road 
link between coffee growing areas and port facilities in Lae. However, most assistance to 
upgrading sections of the Highlands highway planned under the Transport Infrastructure 
Improvement Project was cancelled for a lack of counterpart funds. These sections are not 
included in the Road Maintenance and Upgrading Project (footnote 31), which is being 
implemented. At midterm review (April 2003), only 9% of physical works had been completed. 
While some projects generated savings in vehicle operating costs (as evident from economic 
rates of return), these savings were generally not passed on to transport service users, and 
therefore do not benefit farmers, because of imperfections in the transport service market. In the 
case of the Highlands highway, the world price for coffee is the key factor that stimulates 
production and determines changes in income. 

38. Key informant interviews (conducted by the CAPE survey team) with business people in 
Lae, including providers of transport services, indicated that the condition of the Highlands 
highway has deteriorated considerably. As a result, the cost of doing business with the 
Highlands increased exponentially since the mid-1990s, due to security risks (which also 
affected the extent to which insurance can be obtained) and transport costs (wear and tear, cost 
of insurance when it can be obtained, travel duration, and operating costs). Transport service 
providers find it also increasingly difficult to find and retain staff, as drivers suffer under the 
existing security situation. Access to finance has also become more difficult, as long-distance 
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transport services are not seen as a secure enough a business to raise loans from commercial 
banks. These factors resulted in higher transport charges for freight and passengers, adversely 
affecting the mobility of people (constraining their business activities) and prices of goods in the 
Highlands. 

39. Prior to 1986 three loans 33 were approved () to assist expansion and repair works at port 
facilities in Bialla, Kimbe, Lae, Oro Bay, and Port Moresby. The projects were postevaluated 
and, at the time, found to have contributed positively to the capacity and operations of port 
facilities, increasing throughput and handling capacities. Lae continues to be the largest port, 
earning 50% of the PNG Harbor Board’s revenue, followed by Port Moresby, earning 25%. 
None of the smaller harbors are financially viable as standalone harbors. Further assistance to 
the water transport system was planned under the Transport Infrastructure Development 
Project, but this component got canceled. The more recent Maritime Navigation Aids Project is 
ongoing. The project management consultants arrived at the end of May 2003, after which 
implementation of physical infrastructure investments started. Legislation to set up a maritime 
statutory authority was drafted and was for consideration by Parliament at the same time. 

E. Water Supply and Sanitation 

1. Program Composition 

40. The water supply and sanitation (WSS) sector received US$45.6 million (or 5% of total 
lending) for 4 loans, 3 of which were funded through the ADF and 1 from OCR. Disbursements 
amounted to a total of US$30 million by the end of 2002. Table A4.5 lists the approved loans. In 
addition, 7 TA grants, worth US$3 million, were approved, equaling 7% of all TA grants provided 
to PNG. 

Table A4.5: Lending to the Water Supply and Sanitation Sector 

Number Title 
Amount 

(US$ million) 
Approval 

Date 
Type of 

Loan Status 
Asian Development Fund     

0278 Water Supply 13.5 11 Nov 1976 Project Completed 
0346 Second Water Supply 5.4 25 Jul 1978 Project Completed 
1812 Provincial Towns Water Supply and Sanitation 15.4 14 Dec 2000 Project Ongoing 

Ordinary Capital Resources  
1211 Third Urban Water Supply 11.3 15 Dec 1992 Project Completed 

Total      Water Supply and Sanitation 45.6  
US$ = US dollars. 
Source: Asian Development Bank. 
 

2. Project Objectives and Scope 

41. The Third Urban Water Supply Project34 was embedded in the national WSS act and the 
National Strategy for Urban and Rural Water Supply that had been developed with ADB-
assistance, and aimed at enhancing living standards and supporting urban development, 
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including environmental sanitation. The provincial towns WSS Project35 was designed to 
enhance and promote human and economic development by improving WSS, particularly in 
poor segments of project towns, and governance of the sector. A marked difference in design 
exists between the earlier projects (including the first and second WSS projects approved prior 
to 1986) and the most recent one, in that the earlier projects had a stronger engineering focus 
and provided a number of specific performance indicators for service delivery and institutional 
performance standards. The latest project contains a project framework, but indicators are not 
well defined,36 and no baseline data is given or specific targets set, other than the number of 
households to be connected to the water supply system in all four project-towns together. 
Without baseline data, it cannot be said whether the target figure implies an improvement, and 
without separate data for each town, it cannot be determined whether possibly the deterioration 
in one town is compensated for by improvements in another, or whether the target figure implies 
100% coverage of town population.  

42. The scope of these projects included infrastructure and consultants’ services for 
technical designs, project supervision and management, and capacity building in various areas. 
The implications on recurrent expenditure of physical expansions of WSS systems were—under 
the first projects to be met through tariff increases and operational improvements that were to 
attain cost savings—eventually resulting in cost recovery targets (covering O&M costs and 
depreciation), while the provincial towns project argued that commercial operations of small-
scale WSS systems was unrealistic and pricing water at affordable levels necessary. In order to 
meet the needs of poorer segments of the urban population, the project aimed to introduce low-
cost measures, particularly in the sanitation subsector, financed under the Japan Fund for 
Poverty Reduction. 

3. Findings  

43. The first two WSS projects, approved in 1976 and 1978, were postevaluated in 1984. At 
the time, the evaluation found that physical infrastructure had been built as planned except for 
modifications to reflect lower than originally anticipated population growth rates and relocation of 
some of the physical works to meet physical local conditions. The projects set up or improved 
water supply systems in Lae, Madang, Mount Hagen, and Wewak, but the evaluation found that 
their operating performance was not satisfactory, due to technical and management reasons. 
Among others, the lack of reliable data on household connections and actual water losses was 
a major concern, but a comparison of water produced and estimated household connections 
implied high consumption and wastage levels. The third WSS (footnote 37) was completed in 
2002 and the PCR will be prepared in 2003. 

44. The Third Urban Water Supply Project37 aimed at improving the financial performance of 
the water supply schemes assisted under the project and of the PNG Waterboard as a whole. 
The tariff structure was studied in 199238 and recommended addressing revenue-side issues 
through stepped tariff increases and other measures, which were to attain cost savings through 
improving operational performance. By increasing the profitability of WSS schemes, it was 
hoped that at least cost recovery (O&M costs and depreciation) could be met, although cross-
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subsidization from larger to smaller schemes was taken to be a reality. The Provincial Towns 
WSS Project39 summarizes the policies of the PNG Waterboard: Each WSS scheme must be 
financially sustainable, generating revenues to cover O&M, including administration costs, at the 
district level; full depreciation of assets; interest payable; and incremental head office costs. At 
the same time, the RRP cautioned that water tariffs need to be affordable to ensure access of 
poorer segments of town populations.  

45. In a special evaluation,40 ADB assistance for building management capacities was 
evaluated. Assistance to strengthen the utility’s corporate planning was provided prior to the 
appointment of staff in a corporate planning function. Thus, it is difficult to attribute current 
capacities to ADB assistance. Corporate goals, while being communicated to the operational 
level, are not fully implemented at that level. A management information system, developed 
under ADB assistance has become defunct since the utility started developing a new centralized 
and more complex system. Operational indicators improved in one of the two project areas 
(Madang), where total output, total connections, and coverage increased, although they have 
not yet reached the expected levels since the project was completed only recently. The other 
location (Rabaul) suffered from the effects of a major volcanic eruption, requiring the relocation 
of the project site to an adjacent location, where new infrastructure had to be built. Therefore, 
operational indicators have not yet regained the baseline situation, which is understandable in 
light of the calamity. Financial indicators for the utility as a whole are positive with total cost 
recovery at 110% of O&M costs and depreciation. However, the water supply systems in the 
project areas are unprofitable, recovering around 60–70% of their costs, requiring greater 
commitment to cost-cutting measures and increases in revenue generation and collection. The 
Provincial Towns WSS Project (footnote 39) has just become effective. 
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MACHINERY OF GOVERNMENT 

A. Program Composition 

1. Asian Development Bank (ADB) assistance to strengthen the machinery of government 
started with the approval of a project/program preparatory technical assistance (TA), loan, and 
advisory TA for financial management in 1999, which was followed by assistance for broader 
support to public sector reforms in 2001. A total of US$96 million were approved in loan monies 
and US$3 million in technical assistance (TA) grants. The loans and advisory TAs are ongoing, 
while the project/program preparatory TAs are complete. 

B. Objectives and Scope 

2. Both loans aimed to improve the performance of the machinery of government. The 
Financial Management Project (FMP)1 focused on capacities for planning and budgeting, 
accounting, and financial controls, which was considered essential for the management of the 
economy and of the development process in particular. The FMP was clearly linked to the 
Government’s agenda to implement institutional reforms, fitted into the Government’s larger 
financial management improvement program supported by the Australian Agency for 
International Development (AusAID), the United Nations Development Programme (UNDP), and 
ADB. It was equally important for attaining Midterm Development Strategy (MTDS) objectives, in 
particular creating an environment that is conducive to private sector development. The second 
loan, the Public Service Program (PSP)2 was approved to support management reforms to 
address issues inherent in the machinery of government. It aimed to introduce a performance-
oriented public service and improved personnel management systems, oversight bodies, and 
service delivery. The PSP fit well into the Government’s development plans, as it supported the 
1999 Structural Reform Program and the 2000 governance reform agenda. In its design, the 
PSP recognized that the reform of the Government’s machinery was a long-term process, to 
which it contributed only a first step, but suggested future plans needed to evolve from an 
iterative process where project results were evaluated prior to deciding on next steps. 

3. The loans addressing the machinery of government were both mindful of the governance 
framework and its role and impact on economic growth and public service delivery. For 
instance, the FMP aimed to improve government financial management and accountability, and 
thus create an environment conducive to private sector investments and better use of public 
resources for better public service delivery. The PSP aimed to address these two aspects as 
well, as can be seen from objectives stated in the project framework. The logical framework for 
the FMP presented an immediate connection between goals, purposes, and outputs. Milestones 
and performance targets are well defined at the output level (defining concrete deliverables with 
specific timeframes), whereas for goals and purpose the targets are descriptive (thus harder to 
measure) and no baseline was provided, making outcome measurement difficult. It would have 
been useful if some of the key weaknesses of the financial management systems had been 
described as benchmarks and process changes that were expected at the end of the project 
determined. 
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4. For the PSP, planned outputs appear insufficient to attain purposes and goals, in that the 
latter are subject to strong external influences. Even if outputs such as performance-oriented 
services, personnel management systems, etc. are produced, contextual factors such as the 
law and order situation will considerably affect the achievement of the project’s purpose (private 
sector-led growth) or goals (changes in the human development index). While the project 
framework and policy matrix were consistent, the main weakness with policy conditions was that 
apart from government endorsement, policy actions could be performed by consultants. For 
instance, corporate plans of line agencies, performance targets, and progress reports could be 
prepared by external advisors with limited PNG ownership and without building requisite 
capacities for sustaining the systems put in place through policy decisions and legislation. 

5. Being a program loan, no cost estimates were provided for activities and inputs or for 
short-term adjustment costs, which would have been necessary to assess the appropriateness 
of the loan size, of which 50% financed the cost of adjustment, while the remainder was budget 
support. Otherwise, targets stated for goals and purposes were expressed in measurable terms 
(even though baseline data was not stated), and outputs were as equally well defined as they 
were for the FMP. 

6. Both projects were careful about the need to take existing value systems and 
arrangements into account when trying to introduce governance improvements. For instance, 
the FMP was reportedly designed through an internal departmental consultation process, which 
required that no standard financial management practices were to be imposed on counterpart 
agencies, but systems were to be designed by agency staff, which meant that a change 
management specialist would need to be hired to assist in the process. In the PSP, it was 
equally recognized that strong ownership was essential to achieve systemic changes and to 
introduce the notion of public sector accountability for service delivery. The latter was also to be 
assured through strengthening oversight bodies and through public awareness campaigns to 
involve the general public in holding the government accountable. The projects aimed to 
address critical areas that are fundamental to a functioning public sector and economy. 
However, these areas are equally sensitive and touch upon traditional ways of interacting, 
reaching agreements, and conducting business, and reforms threaten existing power structures. 
For these reasons, targeted reforms are courageous and ambitious, and their implementation is 
prone to encountering difficulties. 

C. Findings  

7. Both loans are ongoing and so far produced the following results. 

8. The FMP. This loan aimed to assist the Government in preparing its information 
technology system for the year 2000 requirements. This assistance was provided and the 
transition took place. Other outputs included:  

(i) Budget and planning system. A medium-term budget framework is under 
preparation and will be linked to the MTDS and the national poverty reduction 
strategy. Given the choice of integrating the accounting and budget system (see 
next bullet point), software for budgeting has not been acquired and requisite 
training was not provided. It appears from the report and recommendation of the 
President (RRP) that training will focus on developing skills to operate the 
computerized system, while there is no explicit capacity building or training for 
developing medium-term budget frameworks and skills for prioritizing 
expenditures. 
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(ii) Accounting and budget execution system. Tender documents had been 
prepared to invite expressions of interest for separate accounting and budgeting 
systems. A subsequent meeting of the steering committee decided that an 
integrated system was desirable and should be developed using a standard 
software package. New expressions of interests had to be invited to reflect this 
change in scope of work. It is expected that the contract will be awarded and start 
implementation in 2005, given timelines for the Government budget process. The 
parallel process of training provincial and district staff accounting principles and 
techniques (undertaken with AusAID and UNDP assistance) is reportedly well 
under way, but obviously will not cover the new system.  

(iii) Data link between central departments and provinces. The data network is 
still under development and appears ambitious, given existing communications 
infrastructure.  

9. The PSP. This loan’s first tranche conditions included the following: 

(i) The Government must express its commitment to results-oriented public 
services, approval of reform plans (medium-term, capacity building of the 
Department of Personnel Management, Public Service Commission, Institute of 
Public Administration), and decisions made concerning functional and 
expenditure reviews of central agencies and key national line departments. The 
function and expenditure reviews were undertaken with the assistance of 
international consultants, but without generating sufficient support within the 
departments concerned and thus recommended changes have not been 
accepted. Capacity-building assistance, therefore, will not result in attaining 
reforms, particularly of the core functions of the departments. Capacity-building 
assistance is under way to set up a computerized human resources payroll 
system and cleanse personnel data. The system—fully functioning and in 
operation—is a condition for the second tranche release.  

(ii) Responsibilities must be assigned to the Public Sector Reform Management Unit 
(PSRMU), for the guidance of the reform process; the Prime Minister’s 
Department and National Executive Council (performance management and 
evaluation of department heads and departments); the Chief Secretary 
(disciplinary powers); and a support group, which was established for the service 
improvement program. The PSRMU was set up prior to the approval of the PSP, 
but it is in the process of defining its role more clearly and communicating to 
other departments that reform needs to come from within central agencies and 
line ministries, with the PSRMU playing a facilitating role. Other responsibilities 
have been assigned. However, it is not apparent whether performance plans 
were prepared by departments (rather than consultants), and it is too early to say 
whether they will be implemented effectively. 

(iii) Instructions were to be issued to introduce performance plans, performance 
measures into budget submissions, a code of business ethics, and personnel 
management procedures. Formats have been developed for the corporate 
planning process, which are being used by all departments concerned. Again, it 
was difficult for the CAPE mission to establish to what extent capacities exist 
within central agencies and line departments to prepare corporate plans, given 
the presence of international consultants with qualifications for doing this type of 
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work. The PSRMU is in the process of developing uniform formats for 
performance plans (applicable to all agencies) and aims to link these with budget 
submissions, reworking an earlier format developed by the Department of 
Personnel Management. Procedures and relevant instructions are under 
preparation to put legislation governing merit-based recruitment (adopted in 
March 2003) into operations. Requirements developed during the reform process 
were presented at workshops, but no further assistance took place in training 
administrators and staff to enable them to undertake fundamental management 
changes. 

(iv) An independent audit of the Department of Health and of the Department of 
Education. Both audits have been completed. 

10. As of July 2003, the second tranche had not been released, due to ADB’s position 
(which was not shared by the Government) that some conditions had not been met, in particular 
the implementation of personnel management principles (transparent and merit-based 
recruitment and appointment). 

11. At the community level, the participatory evaluation found that the most important 
institutions were the church (as the provider of spiritual and material support and education and 
health services), and education and health facilities. These dimensions were also listed as 
important to the well-being of the community. They were relatively accessible (in physical 
terms), as compared to other institutions, but accessibility (in financial terms) had deteriorated, 
as the cost of basic education and health services had grown beyond the means of many 
community members. Access to local, provincial, or national government depended on 
relations—communities whose wantok were in government, considered these institutions 
helpful, others found that they “did nothing,” which is a widely known and acknowledged 
weakness of the public sector apparatus and its institutions. 
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MILLENNIUM DEVELOPMENT GOALS 

Goal/Target Indicator Baseline 
(1990) 

Target 
(year) 

Latest 
(year) 

Comment 

Goal 1: Eradicate extreme poverty and hunger 
1. Proportion of 
population below US$1 
per day 

– Cannot be 
determined 
without 
baseline 

31% 
(1996) 

Below poverty 
line: 38% (41% 
rural and 16% 
urban) 

Target 1: to halve the 
population in extreme 
poverty between 1990 
and 2015, so that the 
population living in 
poverty will be less than 
15% by 2015. 

2. Poverty Gap Ratio 
(incidence x depth of 
poverty)5% by 2015 

– Cannot be 
determined 
without 
baseline 

0.33 
(1996) 

 

 3. Share of poorest 
quintile in national 
consumption 

– Cannot be 
determined 
without 
baseline 

13% 
(1996) 

Gini coefficient 
0.484 (1996) 

Target 2: Halve, between 
1990 and 2015, the 
proportion of people who 
suffer from hunger 

4. Prevalence of 
underweight children 
(under 5 years of age) 

35% 
(1985) 

Baseline for 
1990 needs 
to be 
determined 
to establish 
target 

29% 
(1997) 

 

 5. Proportion of 
population below 
minimum level of energy 
consumption 

– Cannot be 
determined 
without 
baseline 

– About 17%, 
even if they 
spend entire 
income on food. 

Goal 2: Achieve universal primary education 
6. Net enrolment ratio in 
primary education 

73% 
(1994) 

100% 
(2015) 

51% 
(1996) 

 

7. Proportion of pupils 
starting grade 1 who 
reach grade 5 

– 100% 
(2015) 

Male: 49% 
Female: 
35% 
(2000) 

 

Target 3: ensure that, by 
2015, children 
everywhere, boys and 
girls alike, will be able to 
complete a full course of 
primary education  

8. Literacy rate for 15–24 
year olds 

67% 100% 
(2015) 

77% 
(2002) 

 

Goal 3: Promote gender equality and empower women 
Target 4: eliminate gender 
disparity in primary and 
secondary education, 
preferably by 2005, and in 
all levels of education no 
later than 2015 

9. Ratio of girls to boys in 
primary, secondary, and 
tertiary education 

Primary: 
0.84 
Secondary: 
0.66 

Primary: 1:1 
Secondary: 
1:1 
Tertiary: 
1:1 
(2015) 

Primary: 
0.86 
Secondary: 
0.69 
Tertiary: 
0.60 
(2000) 

 

 10. Ratio of literate 
females to males (15 to 
24 years of age) 

– 1:1 
(2015) 

–  

 11. Share of women in 
wage employment in the 
nonagriculture sector 

– 1:1 
(2015) 

– 1998: 39% in 
paid 
employment 

 12. Proportion of seats 
held by women in national 
Parliament 

– 1:1 
(2015) 

2 
(1999) 

 

Goal 4: Reduce child mortality 
Target 5: reduce by two-
thirds, between 1990 and 
2015, the under-five 
mortality rate 

13. Under-five mortality 
rate (per 1,000 live births) 

112 37 
(2015) 

Male: 
118 
Female: 
109 
(2000) 
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Goal/Target Indicator Baseline 
(1990) 

Target 
(year) 

Latest 
(year) 

Comment 

(Goal 4 continued) 
 14. Infant mortality rate 

(per 1,000 live births) 
83 28 

(2015) 
58 
(2001) 

 

 15. Proportion of 1-year-
old children immunized 
against measles  

67% Not 
specified 

53% 
(1999) 

 

Goal 5: Improve maternal health 
Target 6: reduce by three-
quarters, between 1990 
and 2015, the maternal 
mortality ratio 

16: Maternal mortality 
ratio 

390 
(1995) 

Baseline for 
1990 needs 
to be 
determined 
to establish 
target 

930 
(1998) 

 

 17. Proportion of births 
attended by skilled health 
personnel 

33 
(1995–
1997) 

Not 
specified 

53 
(1997–
1999) 

 

Goal 6: Combat HIV/AIDS, malaria, and other diseases 
Target 7: have halted by 
2015 and begun to 
reverse the spread of 
HIV/AIDS 

18. HIV prevalence 
among pregnant women 
(15 to 24 years of age) 

– No increase 
or decrease 
in incidence 
(2015) 

– Reported HIV 
positive cases: 
4,075. 1,366 
reported 
deaths, 249 
until June 2001. 
An increase of 
48% within 
same period in 
previous year. 

 19. Contraceptive 
prevalence rate 

4% Not 
specified 

26% 
(1996) 

 

 20. Number of children 
orphaned by HIV/AIDS 

– No increase 
or decrease 
in incidence 
(2015) 

–  

Target 8: have halted by 
2015 and begun to 
reverse the incidence of 
malaria and other 
diseases  

21. Prevalence and death 
rates associated with 
malaria (per 100,000) 

847 
(1997) 

No increase 
or decrease 
in incidence 
(2015) 

1,688 
cases, 28 
resulting in 
death 
(2000) 

 

 22. Proportion of 
population in malaria risk 
areas using effective 
malaria prevention and 
treatment measures  

– Not 
specified 

–  

 23. Prevalence and death 
rates associated with 
tuberculosis (per 
100,000) 

245 
(1998) 

No increase 
or decrease 
in incidence 
(2015) 

319 cases, 
60 
resulting in 
death 
(2000) 

 

 24. Proportion of 
tuberculosis cases 
detected and cured under 
directly observed 
treatment short course 

– Not 
specified 

–  
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Goal/Target Indicator Baseline 
(1990) 

Target 
(year) 

Latest 
(year) 

Comment 

Goal 7: Ensure environmental sustainability 
25. Proportion of land 
areas covered by forest 

93% 
(1993) 

Maintain or 
increase 

68% 
(2000) 

 

26. Land area protected 
to maintain biological 
diversity 

3.4 (unit?) 
(1998) 

Maintain or 
increase 

–  

Target 9: integrate the 
principles of sustainable 
development into country 
policies and programs 
and reverse the loss of 
environmental resources  27. Gross domestic 

product per unit of energy 
use (as proxy for energy 
efficiency) 

– – –  

 28. Carbon dioxide 
emissions (per capita) 

633 Decrease  510 
(2000) 

 

Target 10: halve by 2015 
the proportion of people 
without sustainable 
access to safe drinking 
water 

29. Proportion of 
population with 
sustainable access to an 
improved water source 

Urban: 
94% 
Rural: 
20% 

Urban: 
3%, 
achieving 
97% 
coverage 
Rural: 
40%, 
achieving 
60% 
coverage 
(2015) 

Urban: 
88% 
Rural: 
32% 
Average: 
42% 
(2000) 

 

30. Proportion of people 
with access to improved 
sanitation 

Urban: 
57% 

Target 
insufficiently 
defined to 
determine 
quantifiable 
goal. 

Urban: 
92% 
Rural: 
80% 
(2002) 
Average: 
83% 
(2001)  

 Target 11: by 2020 to 
have achieved a 
significant improvement in 
the lives of at least 100 
million slum dwellers  

31. Proportion of people 
with access to secure 
tenure 

– Target 
insufficiently 
defined to 
determine 
quantifiable 
goal. 

–  

Goal 8: Develop a global partnership for development 

Note: targets 12–15 and 17 and associated indicators are not specific to developing countries or addressed to least 
developed or landlocked countries 
Target 16: in cooperation 
with developing countries, 
develop and implement 
strategies for decent and 
productive work for youth 

45. Unemployment rate of 
individuals (15 to 24 
years of age) 

– Not 
specified 

–  

Target 18: in cooperation 
with the private sector, 
make available the 
benefits of new 
technologies, especially 
information and 
communications  

47. Number of telephone 
lines per 1,000 people 

0.8 Not 
specified 

1.53  

– = not available. 
Source: ADB. 2003. Millennium Development Goals in the Pacific: Relevance and Progress. Prepared for Regional 
Workshop on Millennium Development Goals, Nadi, Fiji, 17–21 March 2003. Based on various other source 
documents. 



 Appendix 7 77

DEVELOPMENT PARTNERS: GOALS AND PRIORITIES 

Agency 
Source 

Development Goal Priority Sectors Crosscutting Themes  

    
AusAID 
Strategy for 
PNG, 2002–
2003 

“The 2002–2003 AusAID 
strategy for PNG, which has 
been agreed with the 
Government of PNG, aims to 
strengthen governance, 
improve social indicators and 
build prospects for sustainable 
economic growth.” 
The program has four 
objectives: 
strengthen governance, 
improve social indicators, 
build prospects for sustainable 
economic growth, and 
consolidate the peace process 
in Bougainville 

Health 
Education  
Rural development 
Infrastructure 

Governance 
 

   -  
European 
Union 
Country 
Strategy 
Paper, 
2001–2007 

“… to foster good governance, 
strengthen education, and 
improve the quality of rural life 
where the majority of the poor 
subsist.”  

Two focal areas, Country 
Strategy Paper, 2001–2007: 
- Education, training and 

human resources 
development 

- Rural communities water 
supply 

Prior to that: 
- Development of the rural 

environment, including 
eight objectives/areas of 
intervention  

- Human Resources 
Development 

- Institutional capacity 
building and governance 
(priority for 2001–2007 
period) 

- Poverty reduction (through 
human resources and rural 
development) 

- Environmental protection 
(through forestry program) 

- Gender equality (through 
human 
resources/education 
program) 

    
Japan 
Japan’s 
Oversees 
Development 
Assistance 
to PNG, 
Information 
pamphlet of 
the 
Japanese 
Embassy 

“Aid Policy for the South 
Pacific: 
- “Human resources 

development is of vital 
importance for these young 
island nations, which have 
recently gained 
independence 

- “Being dependent on 
primary industries, the 
economy urgently requires 
development and 
promotion of agriculture 
and fisheries  

- “There is an immediate 
necessity for improvement 
in the basic human needs 
field.”  

 

- Education 
- Health 
- Infrastructure 
- Water 

- Environment 
- Culture 
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Agency 
Source 

Development Goal Priority Sectors Crosscutting Themes  

    
UNDP  
United 
Nations 
Development 
Assistance 
Framework, 
2003–2007 

“Support Papua New Guinea’s 
national development strategies 
for achieving sustainable 
human development and 
poverty reduction through 
equality and participation and 
the sustainable use of the 
country’s natural resources 
while ensuring environmental 
conservation.”  

Improve access, quality and 
delivery of basic services, 
including 
- Food security 
- Health, education, food, 

and nutrition 
- HIV/AIDS medium -term 

plan 
- Reproductive health 

services, information and 
education 

- Enhance leadership and 
participation in the 
planning, management, 
and implementation of 
economic and social 
development policies and 
strategies to ensure 
accountability, consistency, 
equity, and sustainability 

- Improved status of women 
in health, families, 
education, economic 
participation, and decision-
making 

- Improve regional and 
global integration—greater 
integration and cooperation 
with regional and global 
development processes 
and systems 

    
World Bank 
Country 
Assistance 
Strategy, 
1999 

“The overarching objective of 
the PNG Country Assistance 
Strategy is to support a 
concerted effort to reduce 
poverty and improve the quality 
of life of Papua New Guineans. 
The primary objective for this 
Country Assistance Strategy 
period is to assist PNG in 
strengthening the foundation for 
a capable state that can be 
responsive to its people by 
addressing human and 
economic development 
challenges in a transparent and 
accountable manner.” 

Rural Development 
- Health 
- Education, training, and 

capacity building 
- Agriculture 
- Infrastructure 
- Environment, forestry, and 

conservation 

Governance 
- Governance and 

accountability 
- Fiscal management 
- Public sector reform and 

civil service development 
- Macroeconomic and 

business environment 
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