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PARTNERSHIP BUILDING BETWEEN PROVINCIAL GOVERNMENTS AND NONSTATE 
ACTORS FOR RURAL HEALTH SYSTEM STRENGTHENING IN PAPUA NEW GUINEA 

(SUMMARY OF OUTPUT 2)  
 
A. Background 
 
1. Output 2 of the project aims to support building and strengthening sustainable 
partnerships between provincial governments and nonstate actors in the participating 
provinces and selected districts within these provinces.1  
 
2. The health status of the people of Papua New Guinea (PNG) has deteriorated over 
the last two decades due to severe neglect of the health system, especially in the  rural 
areas, where 87% live. An estimated 40% of rural health facilities have closed or are not fully 
functioning. Limited resources, deteriorating infrastructure, poorly trained staff in the health 
sector, and inadequate and declining access to basic health services are among the main 
reasons for the decline. 
 
3. While state-managed facilities face such constraints, pressure is also placed upon 
nonstate providers of primary rural healthcare services, which, with funding from the national 
government, already perform widespread (50%) health delivery functions in rural areas.  
 
4. The Asian Development Bank’s (ADB) experience with PNG health partnerships 
analysis2 and the ongoing HIV/AIDS Prevention and Control in Rural Development Enclaves 
Project3 have identified considerable potential in the nonstate rural health sector, provided 
that effective working and resourcing relationships can be established. The proposed project 
seeks to support provincial governments in building closer provider relationships and in 
fostering a more effective and sustainable service.  
 
5. Improving the partnership with nonstate providers is a key government objective and 
features as a key result area (KRA) in the National Health Plan (NHP) 2011-2020: “KRA 2—
Strengthen partnership and coordination with stakeholders.”  The NHP calls for a long-term 
commitment to “transforming” the sector. Effective working of partnerships in a district is a 
key element in supporting this transformation. Output 2 is aligned with this PNG policy 
priority. 
 
6. This summary reviews the two main elements in the partnership-building exercise:  
 

(i)  support establishment and formalization of partnerships between provincial 
governments and nonstate providers of health services, including through 
partnership boards of several types; and  

 
(ii) develop cooperation and framework arrangements including contractual 

arrangements among providers to rationalize, streamline, and make coherent 
the provision of rural healthcare services to targeted populations in the 
participating districts.  

 
 

                                                           
1
 The participating provinces are as follows, with the selected districts within each province indicated after the 

province in parentheses: Eastern Highlands (Kainantu, Okapa); East Sepik (Wewak, Maprik); Enga (Kompiam-
Ambun, Laiagam); Milne Bay (Alotau, Kiriwina-Goodenough); Morobe (Bulolo, Menyamya); Western Highlands 
(Mul-bayer, Tambul-Nebilyer); West New Britain (Talasea, Kandian-Gloucester); Autonomous Region of 
Bougainville (central and southern regions).  

2
   ADB, TA 4882 Health Sector Support, Manila; PNG Health Partnerships. WHO/ADB 2009. 

3
 HIV/AIDS Prevention and Control in Rural Development Enclaves Project (Quarterly Progress Report, 
September 2010). 
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B. Partnership Building in a Province  
 
7. Current regulatory frameworks envisage the formation and functioning of “provincial 
health boards” pursuant to the National Health Administration Act,4 and of “provincial health 
authorities” pursuant to the Provincial Health Authorities Act.5 These entities are intended to 
collectivize inputs and advice on how to manage the delivery of health services in the 
provinces.  
 
8. Provincial health boards and hospital boards exist in provinces where the provincial 
government has not yet elected to form a provincial health authority under the newer 
legislation; such provincial health boards are endowed with the power to ”coordinate” health 
services delivery.6  
 
9. Provincial health authorities, where formed voluntarily by a province, are legislatively 
granted broader and more explicit powers and functions to “coordinate,” including entering 
into specific partnering arrangements with nonstate providers and delegating tasks to them. 
For example, the Provincial Health Authorities Act provides for one board member of a 
provincial health authority to be a member of a local church-run or Christian organization 
nominated by the church medical councilor similar organization. 7  It is also open to a 
provincial health authority to delegate to a person all or any of its powers. 8  The Act 
specifically grants to the provincial health authority the power to perform any of its functions 
in cooperation with a church, nongovernment organization (NGO), or any person or group 
that satisfies the board that it can assist the board to carry out its functions.9   Provincial 
health authorities are required to consult and cooperate with appropriate authorities and 
other organizations on matters related to their activities.10   
 
10. For the purposes of the project, the aim is to support each province to ensure that a 
board is either relaunched or reinvigorated and made operational, or is established and 
made operational, and further, to work within the existing arrangements to support inclusive 
membership for better partnership building. The project supports the participating provinces 
to form a partnership board where one does not exist, and for provincial health boards or 
boards formed by provincial health authorities to formalize existing partnerships with 
nonstate service providers. In the event of the older legislation in provinces where the 
Provincial Health Authorities Act does not apply appears to hinder or impede modification 
and innovation of the provincial health boards, the project may support those provinces to 
proceed with partnership committees serving as the partnership boards. Such committees 
would be tasked with introducing the agreed upon innovations in partnership building. 
 
11. In sum, the partnership boards under provincial health boards or boards formed by 
provincial health authorities will aim to bring together, in a consultative and planning body, 
funding partners, health service providers, community representatives where appropriate, 
and members of the local governments through their existing systems. The project 
envisages helping the eight participating provinces to establish and operate such partnership 
boards (governance mechanisms) within 12 months after the effective date.  
 

                                                           
4
  Government of PNG. 2007. National Health Administration Act. Port Moresby.  

5
  Government of PNG. 2007. Provincial Health Authorities Act. Port Moresby.  

6
  Under the National Health Administration Act, provincial health boards and district management committees 

are given the power to monitor the implementation of national policy and coordinate the delivery of health 
services and programs. The legislation supports stewardship roles of leadership, policy, standard setting, and 
monitoring; in practice, however, the provincial health boards meet infrequently and suffer from confusion 
regarding their mandate.  

7
  Provincial Health Authorities Act, Section 17(2)(d). 

8
  Provincial Health Authorities Act, Section 16(1). 

9
  Provincial Health Authorities Act, Section 12(3)(d). 

10
 Provincial Health Authorities Act, Schedule 5(h). 
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12. An initial assessment will be undertaken under the direction of the Department of 
Health DOH (DOH) by the international institutional capacity development consultant to 
evaluate on a detailed level the current foundations of partnership development among 
funders and providers in the particular districts, including the functionality of the particular 
provincial health boards and committees.  
 
C. Partnership Boards (Governance Mechanism): Functions, Memberships, 

Procedures under the Existing Provincial Health Authority or Provincial Health 
Boards 

 
13. The partnering arrangements represented in the partnership boards will be centered 
on the agreed upon overarching mission objective as set out in the National Health Plan and 
the provincial health plan for the particular province. The partnership should lead to a joint 
planning effort where all the stakeholders are aware of each others’ funding; where the 
service provision can be optimized, and where referrals, supervision, and mentoring are 
planned in an integrated manner.  
 
14. The functions, membership, and procedures of partnership boards (governance 
mechanism) will be consistent with the parameters set for partnerships by DOH. The 
particular functions of the board may include: 

 
(i) engaging in provincial and district planning, including target and priority setting, 

with particular focus on the health service plan; 
(ii) reviewing monitoring and evaluation reports of health sector activity in the 

province;    
(iii) advising the Provincial Administrator/PHA (PA/PHACEO) on the configuration 

of health service provision in the province;  
(iv) coordinating activity among providers; 
(v) advising PA/PHACEO on the optimal configuration of referral/supervision and 

mentoring;  
(vi) advising PA/PHACEO on the optimal service configuration, including siting of 

facilities;   
(vii) considering the implications for individual providers arising from the Provincial 

Health Services Plan;  
(viii) funding to refurbishment and construction, and operation and maintenance of 

facilities under Output 4, and access roads for the same;  
(ix) reviewing conditions for commencement of works on chosen facility sites under 

Output 4; 
(x) devising guidelines for selection of the community health workers to staff the 

facilities or community health posts CHPs (CHPs) and to receive training under 
Output 3;  

(xi) referring to and coordinating with the relevant authority on issues relating to the 
right to use the land for the CHPs and related rights of way; and 

(xii) discussing the introduction of direct facility funding in at least 50% of the 
districts participating in the project. 

 
15. Membership on the partnership board will be determined by the participating province 
supported by DOH. The executing and implementing agencies, with advice from the Project 
Support Unit (PSU), may support participating provinces to adjust the membership as the 
project evolves and progresses. 
 
16. The boards will develop adequate procedures governing their convocation, 
periodicity of meetings, management of the proceedings, maintenance of minutes, creation 
of work groups and task forces for preparation and presentation of proposals, and 
appropriate interface with the community. In particular, the boards will develop timeframes 
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for development, discussion, and conclusion of formalized cooperation arrangements for 
medium- to long-term service delivery by the stakeholders and providers with concrete 
objectives and performance standards.  
 
17. Sample Practices in Public-Private Partnerships in the health sector in PNG- 
Taking into consideration the practices under Grant 0042-PNG: HIV/AIDS Prevention and 
Control in Rural Development Enclaves, as learning for the partnership boards, the proposed 
project could support each participating province to  observe and assess the replicability of 
the public-private partnership model for management of operation and maintenance 
functions of the health facilities and CHPs.  
 
D. Partnership Agreements 
 
18. Initial consultations. The consultations and information exchange occurring through 
the partnership boards will provide the first phase of relationship building among the 
stakeholders in each province. The boards will provide the context for the stakeholders 
meeting, developing shared understandings of the chosen outcomes, and exploring and 
understanding both their collective and individual interests and commitments. This initial 
consultation phase will precede the preparation of written arrangements for cooperation in 
working towards the shared objectives of delivering a more coherent and better quality rural 
healthcare delivery system to targeted populations in the participating provinces. Special 
consideration will be given to involving community participants in the work of the partnership 
boards to ensure that their voices are heard and their needs are properly identified and 
remain paramount in the partnership deliberations.  
 
19. Formalization. Subsequently, partnership agreements would then be a tool to 
implement agreements made by or through the partnership boards.  
 
20. Bilateral and multilateral relationships. Within the framework of provincial-level 
planning for improved delivery of rural primary healthcare services, the three main types of 
bilateral and multilateral relationships to be developed, strengthened, and formalized are as 
follows: 
 

(i) the partnership between the government as funder and the nonstate sector 
(churches, NGOs, private sector),  

(ii) the partnership between different parts of the government sector (province and 
district, health agencies and other government agencies), and 

(iii) partnerships among providers in a given province or district 
 

21. The dynamics of each of these relationships are to be considered in the initial 
consultations and in the subsequent design of the partnership arrangements and 
agreements that are deemed feasible in each province. 
 
22. Designing reciprocity-based partnership agreements. The project aims to 
support the design and development of partnerships arrangements and agreements that 
build on reciprocity, mutuality, and shared outcomes, where each stakeholder undertakes a 
commitment to make certain contributions in exchange for the contributions of the other 
participants.  
 
23. Scope and content of the partnership agreements. In each province, actual 
circumstances will dictate different orders of priority, such that the exact composition of the 
partnership arrangements may vary. Nevertheless, the partnership arrangements would aim 
to address the same main and essential features, accommodating local variations within this 
framework. The project, working through theinternational institutional capacity development 
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consultant, will support the introduction and consideration in each province of the following 
main issues for inclusion in written partnership arrangements: 

 
(i)  financing for operation and maintenance of health facilities and CHPs;  
(ii)  clinical supervision, including arrangements for referrals between  primary 

health care and hospital services; 
(iii)  mechanisms, tools, and targets for monitoring and evaluation of health 

services delivery;  
(iv)  capacity development: guidelines for recruitment, training, and retention of 

staff;  
(v)  facilities development: contributions to operation and maintenance of the 

facilities to be refurbished or built under the project, and related land use and 
rights of way;  

(vi)  information-sharing and exchange, including periodic sharing of information 
on rural health indicators and services delivery; and 

(vii) priority consideration—within the first 12 months—for completion of their 
health services plan under their relevant provincial health plan. 

 
24. Form of partnership agreements. The partnership agreements are to formalize the 
coordinated planning for management of health services delivery through health facilities 
and CHPs. 
 
25. If necessary, and if deemed suitable by DOH, the PSU, and the consultants for the 
circumstances of the particular district or province, the partnership agreement among all the 
stakeholders may defer selected issues to be resolved in detail through separate contracts 
or arrangements to be entered into by fewer parties.  The multiparty partnership agreement 
would in any case reflect the understandings of the stakeholders on how each of the key 
issues is to be handled, whether in detail in the partnership agreement or only in a general 
manner with deference to separate, more detailed arrangements.  Where separate 
subordinate contracts are deemed suitable, the specific entities entering into such contracts 
will be determined by the specific activities envisaged and by the provider and funder 
arrangements in the particular province or district. 
 
26. The design of the partnership arrangements will be guided by tested practices for 
partnering between state and nonstate actors, where all have independently motivated 
needs to achieve shared objectives. In general, the partnership agreements envisaged by 
the project are not profit-making undertakings but mechanisms for formalizing cooperative 
contributions to shared objectives over the long term.  
 
27. Alliance contracting. The project’s support for developing partnership agreements 
may draw guidance from analyses of successful long-term partnering models in selected 
public-private services delivery contexts (“alliance contracting”). Key features of the alliance 
contracting approach include (i) long-term arrangements between state and nonstate actors, 
(ii) use of noncommercial (cost-basis) principles, (iii) broad delegation of functions without 
detail-driven oversight but agreement on outputs and outcomes, (iv) consensual decision 
making, and (v) streamlined and informal dispute resolution. The alliance contract model 
serves, in the appropriate circumstances, as an alternative to the traditional one-to-one 
(state and concessionaire) project management or turnkey management contract model. It is 
suited to situations where the budget may change over a period of time. Discussion of 
Alliance Contracts in Public-Private Partnership Arrangements is included in the Annex 1. 
 
28. Monitoring. Using the alliance contract approach, the partnership agreements will 
aim to have output and outcome indicators under a number of headings to measure the 
performance of each provider, consistent with the DOH monitoring framework. These 
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measures are used to monitor and assess the service providers’ performance. Some 
examples of outcome indicators include 
  

(i) meeting targets for population coverage by age and sex,  
(ii) meeting specific target around antenatal coverage and safe birthing facilities, 
(iii) meeting the scheduled time for service setup,  
(iv) safety performance, and  
(v) patient satisfaction. 

 
29. Timing targets. To accommodate the necessary sequencing of activities in the 
project, the partnership agreements are anticipated to be concluded within 24 months after 
the effective date of the project.  DOH will review and be a signatory to these contracts with 
the provincial governments/provincial health authorities and representatives of the local 
governments. The provinces and the communities will be encouraged to work within this 
timeframe insofar as work on refurbishment of facilities may not commence until the 
partnership agreements are in place, albeit with mechanisms for adjustments and 
modifications over time. 
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Discussion of Alliance Contracts in Public-Private Partnership Arrangements 
 

A. Alliance Contracts 
 

1. Alliance contracts require a high level of investment in building relationships. As the 
district development matures, they should be considered as a method of supporting the long-
term relationships between providers in a district that are needed to progress the NHP.  
 

1. Uncertainty 
 

2. At the time the contract is set up, tasks cannot always be defined in specific detail; 
service specifications may be poorly defined, and are subject to change as the services are 
developed. Where a classical contract would require variations and constant renegotiation 
and drafting between funder and provider, alliance contracts focus on outputs and outcomes. 
Therefore, providers focus on achieving the outputs and outcomes agreed upon at the 
outset, and funders focus on monitoring. Progress is measured by an outcome framework, 
with regular milestones used for monitoring in addition to the usual financial reporting. Thus, 
funders can track funding and progress without becoming entangled in the operational 
elements of the contract. The funder oversees the service development and delivery, but 
does not concern itself with the everyday operations of the services.  
 

2. Effective Cost Management and Financial Incentives 
 
3. Alliance contracting encourages fair payment for work done, removes perverse 
incentives to game, and counteracts time wasting and cost driving by low or unrealistic bids. 
It is suited to situations where the budget may change over time. It also removes fixed price 
lump sums, which tie up contingency funds over the long term. 
 

3. Features of the Contract  
 

4.  The following are the features of alliance contracting: 
 

(i) a set of alliance principles to guide the parties’ interaction;  these include 
cooperation, a no-blame culture, and open communications based on 
trust and honesty; 

(ii) a cost-reimbursable approach, backed by open-book auditing of all costs, 
overheads, and margin;  

(iii) an alliance management team at the interface level and an alliance board 
for "top-level" decisions (usually, all decisions to be unanimous); the 
alliance board is made up of relatively senior people from each 
organization and has a consistent membership; if decisions cannot be 
made between organizations at the frontline oralliance management 
team, issues are escalated to the alliance board; 

(iv) parties need to make resources and personnel available to make the 
project run smoothly (all have to do their share); 

(v) decisions are made by consensus; and 
(vi) comprehensive dispute resolution provisions that have very limited 

recourse to the courts and termination ability for breach of the contract. 
 

4. Decision Making and Dispute Resolution 
 
5. Alliance contracting recognizes that disputes will occur, and anticipates that most 
disputes can be resolved using an informal dispute resolution procedure.  
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6. Typically contracts have a longer escalation path and allow problems to be 
addressed at the frontline. There are clauses for circuit breakers, project management, and 
processes to problem solve. There are usually provisions for resolution at the operational 
level; then, if need be, senior management level, followed by the alliance board; and then, 
possibly, mediation. 
 
7. This approach allows disputes to be managed on the ground and encourages cross-
provider solutions. It aims to avoid delays and costs from protracted disputes or unnecessary 
escalation of problems to management  
 
8. Unlike ordinary contracts, the incentives are aligned to solve a problem rather than 
escalate it. Because the rewards of contracting are in a good relationship, there is no gain in 
arbitration or lengthy court cases. This approach takes dispute resolution from the 
adversarial to the problem-solving realm. Indeed, in the construction industry, some alliance 
contracts allow recourse to courts only if there is insolvency or wilful default.  
 

5. Monitoring and Accountability 
 
9. Each contract will have output and outcome indicators under a number of headings 
to measure the performance of each provider. These measures are used to monitor and 
assess the service providers’ performance. Depending on their performance, the premium is 
allocated. The premium is either a reward for the provider or funding to apply to extra 
services or facilities. Paying for success rewards performance and ensures that funders and 
providers are working towards the same goal and stay within budget. 
 
10. Therefore accountability is achieved not through micromanagement but through 
cooperation and prudent use of resources, because most energy is going into service 
provision and system maintenance, not service reporting. Funders can track investment and 
monitor outcomes, rather than micromanaging and losing sight of the bigger picture.  
 
11. The outcome is an alliance contract, a framework that allows complex systems to 
work together effectively without the burden of micromanagement.  
 

6. Barriers  
 
12. Two areas have been shown to significantly hinder alliance contracts: 
  

(i) inflexible budgets, siloed funding, and inflexible deadlines; and 
(ii) poorly shaped relationships or insufficient resources invested in the contract 

setup.  
 
13. These two barriers need to be considered in choosing between classical and alliance 
contracts. If the barriers are insurmountable (e.g., there are insufficient resources for setup) 
then classical contracting is likely to be more successful.  
 
14. In summary, the present laws allow provincial health authorities to enter into 
contracts or partnerships and to delegate functions. They do create opportunities for a range 
of partnership and contractual approaches that even allow delegation of some health 
functions, such as alliance contracts.  These laws do not create legal impediments to a 
partnership approach to health service delivery with churches, extractive industries, and 
NGOs. In addition the provincial health authorities present an opportunity for developing new 
partnerships with the central government, as they assume responsibility for budgeting, 
planning, implementing, and monitoring of the health services.  
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B. Project Administration Implications 
 
15. Partnership building and subsequent alliance contracting will be facilitated by the 
international institutional capacity development consultant.  
 
16. An initial assessment will be undertaken by the consultant to assess the extent of 
partnership development of both rural primary health care funders and providers in the 
particular districts. This will include an assessment of the existing provincial health boards 
and committees as to their suitability (in terms of membership) to take on the “partnership 
board” function.  
 
17. Where necessary (in the absence of an equivalent mechanism already in place), a 
provincial partnership board will be established, chaired by the Provincial Administrator or 
Provincial Health Authority head. The agenda for the board (or other mechanism) will be 
decided depending on the local context. 
 
18. Subsequent contracts (classical or alliance) would then be a tool to implement 
agreements made by the board. The specific entities engaged in a contract will be 
determined by the specific activities envisaged and the provider and funder arrangements in 
the particular province or district. 
 
 
 
Sources: 
 
Athmer, J., Hamer, B., Kersley, T. and Sanderson, P. (2005). “Partnering: The Right 
Procurement Tool for Risky Contracts”. Terra et Aqua, nr. 98, March.  
 
Tang, W., Duffield, C.F. and Young, D.M. (2006). Partnering Mechanism in Construction: An 
Empirical Study on the Chinese Construction Industry. Journal of Construction Engineering 
and Management, Vol. 132 No. 3, pp. 217-229.  
 
Tanis, M. and Vergeer, T. (2008). “Long-Term Coastal Defence and Management at 
Pevensey Bay, UK: A Public Private Partnership”. Terra et Aqua, nr 113, December. 
 
 


