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 1. Sector Performance, Problems, and Opportunities 
 

1. Inadequate provision of dependable road infrastructure and efficient transport services is 
a major constraint on inclusive economic growth in Papua New Guinea (PNG). The country’s 
geography and topography, being composed of 600 islands covered by river valleys and volcanic 
mountains with altitudes ranging from sea level to 4,500 meters, adds to the challenge of providing 
sustainable access, especially in rural areas.1 Poor transport infrastructure networks isolate large 
segments of the population from social services, regional markets, and income-earning 
opportunities. Studies continue to demonstrate the strong link between increasing access to 
transport infrastructure and levels of poverty reduction and more inclusive economic growth.2 
Living standards and poverty rates improve as transport networks improve.3  
 

2. PNG has approximately 29,700 kilometers (km) of road assets. 4  The national road 
network comprises 8,738 km, of which only 40% are sealed.5 About 30% of the national roads 
are located in the Highlands Region where approximately 40% of the national population resides. 
This segment of the population is engaged in mostly agricultural activities, which accounts for 
38% of the nation’s total agricultural output. The focus of most road planning is the 4,256 km of 
national priority roads in 16 separate alignments. More than 75% of national, provincial and district 
roads, including the Highlands Highway become impassable during the year. Road safety is a 
serious concern; estimates indicate that crashes remain very high by Pacific region standards.6 
 

3.  Sector performance. Overall, service delivery in the road subsector has been improving 
in terms of maintaining roads in passable condition and swift emergency interventions on road 
distress events. However, service delivery could be improved through better implementing agreed 
upon policies and planning, adequately balancing maintenance and investment expenditures, and 
favoring widespread incremental upgrading over scattered overdesigned iconic projects. While 
national road conditions are generally not good, they are slowly improving, although this is 
because of rehabilitation works rather than consistent maintenance. Approximately 20% of all 
national roads are in good condition, 40% are in fair condition, and 40% are in poor condition. 
With 50% in good condition, 30% in fair condition, and 20% in good condition, the sealed road 
network fares much better than the unsealed road network that has 0% in good condition, 50% in 
fair condition, and 50% in poor condition. Although firm data is lacking, the situation appears much 
worse on the approximately 21,000 km provincial and district road network. Annual road 
maintenance budgets have historically been very low, resulting in a large backlog of repairs and 
maintenance. This is despite a sound and well-accepted government policy framework of 
preserving existing assets rather than developing new road assets. As a result, investments have 
often been wasted in a build–deteriorate–rebuild cycle. The deficit of maintenance funding is 
compounded by a lack of budget discipline and financial controls, combined with inadequate 

                                                 
1 Asian Development Bank (ADB). 2012. PNG Critical Development Constraints Report. Manila. p.xi, p.91. 
2 See the Poverty Assessment supplementary document of ADB. 2014. Country Partnership Strategy: Papua New 

Guinea, 2016–2020. Manila. 
3 de Albuquerque, K. and E. D’Sa. 1986. Spatial Inequalities in PNG: a district level analysis. Economics Review. 

Vol.14. pp. 23–9. 
4 Government of PNG, Department of Works. 2016. PNG Road Statistics database. Port Moresby. 
5 See details in Table 1 of the Maintenance Sustainability Analysis (available from the list of linked documents in 

Appendix 2 of the report and recommendation of the President). 
6 Government of PNG, National Roads Safety Council. 2010. Papua New Guinea Road Safety Review: Discussion 

Paper. Port Moresby. pp.11–20. 

https://www.adb.org/projects/documents/png-48444-002-rrp
https://www.adb.org/projects/documents/png-48444-002-rrp
http://www.adb.org/Documents/RRPs/?id=48444-002-3
http://www.adb.org/Documents/RRPs/?id=48444-002-3


2 

project management skills, which collectively diminish the capacity of the Department of Works 
(DOW) to use funds wisely and efficiently. Sound policies and strategies are often overridden by 
political interference. Quality control and technical standards are sometimes ignored, project 
supervision is inconsistent, younger staff lack adequate training, and career incentives are weak. 
While the political leadership pursue well-intended long-term aims stated in agreed upon 
development strategies, these are often postponed in favor of short-term fixes.  
 

4.  Maintenance sustainability. The 10 year Maintenance Sustainability Analysis shows that 
within a conservative fiscal scenario and through a realistic assumption of the DOW’s capacity, 
the effective maintenance of the 8,740 km of national roads could be fully funded and executed 
at a cost representing, on average, 50% of the available budget allocation.7 Moreover, the entire 
national network could be restored to good condition in 10 years and the unsealed network could 
be sealed over the following 10 years using the other 50% of the available allocation to fund the 
rehabilitation and upgrading works if any new construction for network expansion was excluded. 
The analysis also illustrates that in the case of an unexpected budget shortfall, the DOW would 
have enough resources to continue fully funding its maintenance program while stretching its 
investment program over the planning horizon. In doing so, it would preserve the higher returns 
from maintenance works and the savings from a lesser volume of expensive rehabilitation works 
in the future, while its overall program target date would simply be rolled back. In summary, the 
conclusion is that an adequate level of maintenance can be sustained to preserve the capital 
investments and avert the build–neglect–rebuild cycle. Based on international experience and the 
findings of the above-mentioned analysis, the ideal expenditure level to maintain, upgrade, and 
expand as required the national roads in PNG would be about 1.7% of gross domestic product, 
which is precisely the DOW’s 2016 budget allocation. However, this ideal level does not include 
the cost to clear the rehabilitation backlog. This would require five consecutive annual increases 
of DOW allocation by 6%, 6%, 12%, 12% and 5% from years 6 to 10 in the analysis, while the 
allocations for the next 5 years would remain constant as per the current Treasury’s projections.  
 

5.  Even if the DOW’s allocation is kept unchanged in constant terms from year 10 onwards, 
the funding will be sufficient to seal the entire national unsealed roads network over 10 years in 
addition to fully maintaining the entire national network. A small balance would even be available 
to build about 10% of the missing links identified in the National Transport Strategy (NTS). 
However, expanding the national network to 25,000 km (including transfer from the provincial 
roads) will likely remain elusive, if not misguided, because it would require the achievement of 
unrealistic fiscal targets.8 The prioritization and selection of the new links will require extreme 
prudence. The Transport Infrastructure Priority Studies methodology developed in the NTS is the 
tool to make such decisions. Cost recovery mechanisms could be improved to secure regular 
funding of routine maintenance, in particular, the road user charge that currently provides a mere 
K20 million per year. However, the prospect of funding a sizable amount of the maintenance 
requirement over the years, i.e., K300 million and growing, through cost recovery instruments 
remains illusory and requires serious discussions on the sector reforms needed for sustainability.  
 

6. The upkeep of the 21,000 km of provincial and local roads has been severely underfunded 
since 2006 and it appears unlikely that the Government of PNG will increase its direct allocation 
by a factor of 35 to restore an adequate funding level. However, the government’s general 
allocations to the provinces have grown steadily in recent years and are expected continue to do 

                                                 
7 Maintenance Sustainability Analysis (available from the list of linked documents in Appendix 2 of the report and 

recommendation of the President). 
8 The PNG Development Strategic Plan 2010–2030 highlights a strong focus on transport infrastructure investments, 

most notably increasing the share of national roads in good condition to 100% in 2030, whilst at the same time tripling 
the length of national road assets. 
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so to a point that about 10% of these allocations would suffice to fully fund the restoration, 
maintenance, and upgrading of the provincial and local roads. This new funding channel shows 
that the upkeep of provincial and local roads would no longer be financially constrained. It will 
most probably be constrained by a lack of operational capacity and the absence of a national 
business model to manage local and provincial roads. The National Road Authority (NRA) could 
take on this challenge, and in doing so may add more value than it does within the current 
arrangement with the DOW. 
 

7.  With respect to operational capacity, a series of constraining factors continue to hinder the 
DOW and require remedial actions to ensure that the department can successfully execute its 
work program. Since 2011, the DOW has executed a budget of about K600 million per year, 
including a maintenance program of about K110 million. Nevertheless, there is a need to 
strengthen the contracting and supervision functions and explore more effective maintenance 
methods, such as long-term performance-based contracts on lengthy road segments. The budget 
process has the capacity to substitute programmed items with politically driven items and 
sidetrack the DOW from the most economically efficient program. The escalation in construction 
prices in PNG limits the achievement of budgeted government programs, while invoice processing 
delays, irregular payments, and poor contract preparation also contribute to inefficiencies in cost 
management. Finally, the current institutional set up that assigns the maintenance of a small 
portion of the national roads to the NRA has not worked as designed. The long-term objective of 
having the NRA maintain the whole national road network in an effective and efficient manner, 
and even the mid-term objective of a 40% coverage, has not materialized for various reasons. 
The NRA’s added and comparative value in the current setting is questionable, as is the 
duplication of functions between the DOW and NRA. A new support role to the provincial 
administration and the development and execution of a business model to manage the provincial 
and local roads might prove a more valuable option for the country.  
 

8. Major issues. The procurement process is cumbersome and a significant source of 
delays in project implementation. Additionally, the recent drop in global oil and commodity prices 
has affected the availability of counterpart financing and forced PNG to impose restrictions on 
foreign exchange transfers. The business community continues to face foreign exchange 
shortages and this is potentially an entry barrier for international companies, limiting competition. 
The government has long recognized the importance of preserving existing assets rather than 
developing new ones, but the reality has been a continued emphasis on major works and the 
neglect of basic maintenance fueled by the imbalance between maintenance and investment 
budgets. This causes roads to fall back into disrepair and calls into question the sustainability of 
investments.  
 

9.  Constraints.  Land disputes with local communities are pervasive, especially in the 
Highlands Region, and can be significant. Moreover, delays in resettlement compensation 
payments and site handover also impede implementation. The government’s policy and legislative 
frameworks are generally deemed to be adequate, but the government continues to struggle with 
compliance and implementation of existing rules and procedures. A key constraint is weak 
capacity at institutional and organizational levels within central, executing, and oversight agencies.  
 

 2. Government’s Sector Strategy 
 

10. Strategic directions. The PNG Development Strategic Plan 2010–2030 highlights a 
strong focus on transport infrastructure investments, most notably increasing the share of national 
roads in good condition from 33% in 2010 to 100% in 2030.9 The document anticipated larger 

                                                 
9  Government of PNG. 2010. PNG Development Strategic Plan 2010–2030. Port Moresby. 
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government funding sufficient to support the long-term sustainability of these investments at a 
time when liquefied natural gas (LNG) and other extractive resource projects were boosting 
government revenues, but a sudden significant drop in the international price of oil and gas and 
subsequent government revenue shortfall in 2015 forced the plan to be curtailed. Nevertheless, 
the focus remains on (i) restoring PNG’s deteriorated road network, with an emphasis on the 
maintenance of assets and raising the quality and sustainability of transport infrastructure; and (ii) 
developing economic corridors, while the construction of “missing” road links will have to be 
limited or delayed. The plan also places significant emphasis on clarifying institutional 
responsibilities and increasing the capacity of the government, statutory agencies, and private 
sector enterprises, with a focus on cost recovery and sustainable funding mechanisms.  
 

11. The NTS considers maintenance of the national priority roads to be the transport sector’s 
greatest priority and, of the above-mentioned 16 separate alignments, the Highlands Highway is 
the government’s top priority. 10  The DOW is responsible for major road improvements and 
rehabilitation while the NRA is currently responsible for the maintenance of a small portion of the 
national network, with close cooperation from the DOW. 
 

12. Funding. The government prioritized infrastructure development on the back of the 
commodities boom and the surge in revenue inflow. Government funding for transport has grown 
rapidly over recent years; the government appropriated about K1,090 million to the development 
of the national roads and K211 million to the maintenance of these roads in 2016, and the current 
Treasury projections for the DOW’s budget in the coming years are as follows: K792.7 million in 
2017, K1,120 million in 2018, K1,020 million in 2019, and K958 million in 2020 for the development 
and about K100 million per year on average for the maintenance of national roads, all down from 
a peak annual budget of K1,313 million in 2015.11 These reduced annual budgets reflect a 
contraction of government revenues because of the significant drop in the global prices of oil, gas, 
and minerals in 2014, which to date have not fully recovered to their previous levels.12    
 

13.  Challenges. Making operational the high-level strategies, detailed policies, plans, and 
asset maintenance programs for the sector stated in the NTS remains a challenge. These 
challenges stem from governance failures in funding misalignment, faulty cost-recovery 
mechanisms, unclear institutional roles and responsibilities, inadequate asset management, and 
implementation bottlenecks. If not accounted for properly at the design stage, climate change also 
has the potential to damage infrastructure and negatively affect its long-term life cycle 
performance, and the PNG road transport subsector may be the most affected. The appropriate 
response is to prepare for climate change and to adapt. In the road transport subsector, this 
implies that at each site a range of hard and soft adaptation options should be considered, and 
the technically and economically most efficient option be selected. Lastly, the costs of civil works 
in PNG are high compared to in other developing countries, and are rising quickly, a situation that 
is aggravated by contract cost overruns and delays.  
 

14. Institutional reforms. Reporting, communication, archiving, and dissemination of 
information within the DOW continue to be substandard, with many units operating in silos, and 
there is no centralized archiving system accessible to all. The creation of the NRA has not 
delivered on its promises, and the respective roles of the DOW and NRA have become unclear 
and overlapping, resulting in uncertainty of authority, particularly with respect to road maintenance. 

                                                 
10  Government of PNG, Department of Transport. 2013. National Transport Strategy. Port Moresby.  
11  PNG Treasury, Presentation of the 2017 National Budget. These numbers include the government allocations to 

the NRA and the Road Fund revenues. 
12  Index Mundi, Papua New Guinea Economy Profile. 2016. Gold, copper, oil, and LNG account for about two-thirds 

of export earnings. The LNG reserves have the potential to triple export revenues. 
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A review of the merits of the institutional set up and mandates in the light of current concerns and 
realities, together with actionable recommendations, is urgently required.  
 

15.  Strengths and opportunities. The untapped agricultural, natural resources, and tourism 
potential is a driving force that attracts private sector investment and entrepreneurs. There is a 
large and young labor force that could be usefully employed in judiciously structured roadworks. 
The DOW possesses large provincial facilities that could be rapidly refurbished and become 
instrumental in tighter management of the road network. The DOW has developed a road asset 
management system that has reached maturity but does not yet dispense its full benefits. The 
National Road Safety Council created in 1997 and the Road Traffic Authority established in 2016 
are both funded by a sustainable cost-recovery mechanism. With the DOW’s active participation, 
these institutions could substantially improve the level of national road safety.13         
 

 3. ADB Sector Experience and Assistance Program 
 

16.  In PNG, the Asian Development Bank (ADB) has supported land, aviation, and maritime 
connectivity, and disbursed $133 million in assistance to PNG’s transport sector in 2013, a 
significant increase over the $10 million–$20 million per year during 2006–2010. This has 
established ADB as the lead development partner in the transport sector. ADB currently finances 
the improvement of roads and bridges, institutional development of land transport agencies, 
rehabilitation of navigational aids, institutional support to the National Maritime Safety Authority, 
and infrastructure improvements at airports owned by the National Airport Corporation. In 
summary, ADB projects have supported capital investment through upgrading and rehabilitation, 
asset maintenance, institutional strengthening, and capacity building.  
 

17.  Key to ADB's success in achieving results and lifting disbursement rates within its 
transport sector operations derives from its increasing use of multitranche financing facilities 
(MFFs). ADB currently has two ongoing transport MFFs in PNG: (i) the Highlands Region Road 
Improvement Investment Program, improving 1,400 km of roads; and (ii) the Civil Aviation 
Development Investment Program, improving runway and airport safety and security in 22 
national airports. 14  The use of MFFs has allowed ADB to establish long-term investment 
programs that provide assurance of sustained funding to government and private contractors in 
the transport sector. These assurances assist all parties in their investment planning decisions 
and promote cofinancing from other development partners. The long-term nature of MFFs has 
also helped to encourage executing agencies to improve project readiness.  
 

18.  Development partners. Typically, the Government of Australia provides assistance worth 
$60 million–$80 million per year to build capacity, support asset maintenance, and improve 
governance in the nation's road, water, and air transport subsectors. The Japan International 
Cooperation Agency (JICA) funds road projects, and advises the National Maritime and Safety 
Authority. The World Bank funds trunk and feeder road projects in the Central Province.  
 

19.  All donors active in the transport sector have stated an interest in cofinancing road projects 
with ADB. Recently, ADB has taken advantage of funds provided by the European Investment 
Bank for cofinancing the Bridge Replacement for Improved Rural Access Sector Project (40% of 
the total project investment), and the European Union for tranche 3 of the Highlands Region Road 
Improvement Investment Program (15% of the total tranche investment).   

                                                 
13  Note that in early 2017, it is anticipated that the National Road Safety Council will be fully absorbed within the RTA. 
14  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to Papua New Guinea for the Highlands Region Road Improvement Investment Program. Manila; 
and ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 
Financing Facility to Papua New Guinea for the Civil Aviation Development Investment Program. Manila. 
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Sector Results Framework (Transport Sector, 2016-2020)  
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB 
Contribution 

Indicators with 
Targets and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

More efficient and 
safer movement 
of people and 
goods which 
reduces regional 
economic and 
social inequalities 
and increases 
trade 
competitiveness 
in PNG 
 
 

1 million rural residents 
benefiting from a 25% 
reduction in the cost of 
travelling from their 
communities to nearest 
market by 2020, of 
which 50% are women 
and girls (2014 
baseline: 50,000) 
 
200,000 rural residents 
have access to and 
utilize climate-resilient 
bridge infrastructure by 
2020, of which 50% are 
women and girls (2015 
baseline: 0) 
 
1 million domestic and 
international 
commercial air 
passengers by 2020 
(2016 Baseline: 
550,000) 
 
 

National, provincial, 
and rural roads and 
bridges rehabilitated 
and climate proofed 
 
Establishment of 
effective and 
sustainable 
maintenance 
finance mechanisms 
for transport 
infrastructure 
 
Regional airports 
meet PNG civil 
aviation safety 
authority standards 
 
Enhanced private 
sector participation 
in operation and 
maintenance of 
transport assets 
 
Strengthened 
institutional capacity 
to assess and 
improve transport 
and logistics 
performance 
 
 
 
 

400 km of core road 
network upgraded or 
rehabilitated in the 
Highlands Region by 
2020 (2016 baseline: 0) 
 
800 km of national 
highways contracted to 
private sector for long-
term maintenance by 
2020 (2016 baseline: 0) 
 
15 national bridges 
rehabilitated and resilient 
to the impacts of climate 
change by 2020, of which 
100% to include 
pedestrian amenities for 
women, and safe river 
access (2016 baseline: 0) 
 
 
19 regional airports meet 
minimum national safety 
standards by 2020, one 
operated through PPP 
(2016 baseline: 4) 
 
25% decrease in the 
average container cost to 
export goods from PNG 
(2016 baseline: $1,250 
per container) 

Planned target 
subsectors 

Transport sector policy, 
including organizational, 
budgeting, and 
maintenance 

Road rehabilitation and 
maintenance 

Bridge rehabilitation 

Aviation safety 

Pipeline projects with 
estimated amounts 

SHHIP Tranche 1 ($250 
million); HRRIIP Tranche 
4 ($190 million); 
CADIP Tranche 3 ($275 
million) 
 
Ongoing projects with 
approved amounts 

HRRIIP Tranches 2 and 
3 ($103 million); CADIP 
Tranche 2 ($150 million); 
Bridge Replacement for 
Improved Rural Access 
Project ($88 million); 
Maritime Waterways 
Safety Project ($42 
million) 
 
 

Planned target subsectors 

Certified runways, aprons, 
and taxiways at 19 regional 
airports (20%) 
 
PPP operational model at 
Jackson International Airport 
(0%) 
 
National highlands highway 
network rehabilitated (44%) 
 
Major national bridges 
rehabilitated with climate-
resilient and gender-sensitive 
design including access to 
water by stairways for women 
and children (11%) 
Pipeline projects  

CADIP Phase 2 ($300 
million) 
 
Ongoing projects  

27 bridges constructed with 
climate-sensitive and gender-
responsive design 

150 km of national highway 
rehabilitated 

Improvement in navigational 
shipping aids 

Safety and security upgrades 
at 19 regional airports 

ADB = Asian Development Bank, CADIP = Civil Aviation Development Investment Program, GDP = gross domestic product, HRRIIP = Highlands Region Road 
Improvement Investment Program, km = kilometer, NRA = National Roads Authority, PPP = public–private partnership, SHHIP = Sustainable Highlands Highway 
Investment Program. 
Source: Asian Development Bank. 


