
Sustainable Highlands Highway Investment Program 
(RRP PNG 48444) 

TRANSPORT SECTOR ROADMAP AND THE INVESTMENT PROGRAM 

A. Roadmap 

1. The PNG Development Strategic Plan (DSP) 2010-2030 is the government’s national 

development plan that articulates goals and strategies to achieve a “healthy, wealthy and wise” 

nation, inclusive of 20-year performance monitoring targets, formulated on the Millennium 

Development Goals (MDGs), to be achieved through coordination with the Department of National 

Planning and Monitoring (DNPM). The DSP highlights a strong focus on transport infrastructure 

investments, most notably increasing the share of national roads in good condition from 33% in 

20101 to 100% in 2030, whilst at the same time tripling the length of national road assets. When 

formulated, the DSP anticipated a steady increase of government funding sufficient to support 

these investments once government revenue from the PNG liquefied natural gas (LNG) project 

and other resource development projects would start to accrue. Unfortunately, the initial boost in 

government revenues in 2014 was short-lived following the dramatic drop in oil and natural gas 

prices in 2015. As a consequence, some ambitious development goals may have to be adjusted 

by the next government in 2017 based on the revised economic growth forecasts.  

2. Nevertheless, the DSP recognizes that substantial improvement of public sector 

management is required to successfully achieve most of the envisaged sustainable development 

goals. Accordingly, the DSP lays out cross-cutting strategies for further strengthening of public 

service institutions and improving accountability and transparency in service delivery, including 

indicators on strengthened institutional effectiveness and control of corruption with targets for both 

being in the top 50% in the world. 

3. Envisaged in the 20-year DSP are rolling action plans called Medium Term Development 

Plans (MTDPs), wherein the various sector agency plans are required to be consistent with these 

MTDPs. The current MTDP covers the period 2014-2017, and subsequent MTDPs will cover five-

year periods. Transport sector interventions included in the MTDP are priorities for road 

infrastructure such as: (i) increasing the total length of national and provincial roads, (ii) increasing 

the proportion of roads that are in good condition, (iii) improving the assessment of major 

rehabilitation and new construction projects, (iv) maintaining existing investments in road 

infrastructure through road maintenance, (v) encouraging a quality-based focus on new road 

construction through integrated construction and maintenance contracting arrangements, and (vi) 

improving road safety infrastructure. There is significant focus on lifting the quality and 

sustainability of transport infrastructure as well as on the development of “economic corridors” 

and the construction of new “missing link” road programs to facilitate expanded access of the 

population to income earning opportunities and public services. 

4. The MTDP identifies the maintenance of existing infrastructure, particularly the transport 

network, as a priority. This focus is recognition of the insufficient attention that has been placed 

on maintenance and rehabilitation during previous development plans, which tended to focus on 

the creation of new transport infrastructure assets. 

5. The Department of Transport (DOT) is responsible for formulating transports policies; 

planning transport infrastructure projects; administering and enforcing transport legislation (i.e. 

national regulations and international conventions); and ensuring compliance to safety, security 

                                                
1 Based on a comprehensive survey carried out in 2014, this percentage was estimated about 20% in 2016. 

http://www.adb.org/Documents/RRPs/?id=48444-002-3
http://www.adb.org/Documents/RRPs/?id=48444-002-3
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and related environmental standards. DOT is the lead agency in the transport sector and 

coordinates closely with other transport subsector agencies in the planning for development and 

maintenance of infrastructure, the predominant one being the Department of Works (DOW) 

responsible for land transport infrastructure projects, namely national roads and associated 

bridges. 

6. Mirroring the government’s strategic framework, including the same planning time horizon, 

DOT has developed a National Transport Strategy (NTS) consistent with the DSP which serves 

as a guide for directing future development of the transport sector. In the same way as the DSP 

is supported by a MTDP, the NTS is supported by a Medium Term Transport Plan (MTTP) with 

policy actions and investment priorities. The key NTS goals of relevance to the DOW are to: (i) 

restore the deteriorated national road network to good condition, (ii) fully fund road maintenance 

as much as possible from user charges, and (iii) develop new infrastructure only where 

economically viable and within the government’s financial and capacity constraints. Much like the 

DSP, the NTS highlights the need for improvements to the sector institutions, with a focus on 

processes and accountability to meet not only a growing demand but also quality in delivery for 

sustainability. Underpinning these improvements is a more rigorous and effective prioritization in 

the allocation and application of limited resources to obtain the best return on investment for the 

country.  

7. Both DSP and NTS rank the Highlands Highway (HH) as the number one of the top four 

“very high priority” national roads in PNG. The HH is a regional backbone servicing an area home 

to approximately 40% of the PNG population whose high-potential agricultural output already 

contributes to 33% of the gross domestic product and whose mineral resources account for nearly 

80% of national exports. The mountainous terrain, the derelict and deteriorated condition of the 

carriageway, with washouts and landslides common during the rainy season make the current 

HH unreliable and impassable at times. With climate change, the intensity of extreme rain events 

is projected to increase. Road safety is also a serious concern where the percentage of fatalities 

in road crashes is higher in the Highlands than in any other region of PNG and is estimated to be 

12 times higher per 10,000 vehicles than in developed countries. Agricultural products from the 

region bear high trade cost due to poor road conditions, lack of transport service infrastructure 

and logistics facilities, limiting penetration into domestic and international markets.  

8. In recognition of the strategic priority of the HH and its continual deteriorating condition, 

multiple attempts have been made over the past few decades to repair and upgrade it. Many of 

these attempts did not produce lasting results because the approach was in a piecemeal manner 

wherein a limited section about to collapse was being improved at high cost, while the rest of the 

HH was left in disrepair. This purely reactive course of action was compounded by a lack of 

attention to works requirements and supervision, in addition to unreliable funding. In many places, 

unpaid contractors abandoned the worksite and unfinished works were left to deteriorate.2 To 

make things worse, annual maintenance budgets have been largely insufficient and what was 

originally meant to be widespread preventative maintenance was transformed out of necessity 

into localized emergency works.  

9. Drawing from the lessons of the past and based on numerous studies undertaken over 

the last three decades and recent investigations of the HH, a new holistic approach has been 

developed and adopted by the government to sustainably restore and upgrade the core of the 

                                                
2 Most often the sealing course was not placed, leaving the pavement structure open to rain and traffic aggression.  
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HH, i.e. the 430 km section stretching from Lae Nadzab airport to Mt. Hagen Kagamuga airport. 

This approach is tightly aligned with the DSP and NTS guiding principles: (i) maintenance is 

priority; and (ii) at the forefront, investment and maintenance works arrangements are integrated 

in output and performance based contracts, and infrastructure quality and sustainability are 

enhanced from upgrading works, including road safety and resilience to climate change, and (iii) 

where the planned works are gradually executed over a defined period to conform to financial and 

capacity constraints.  

10. Based on a 10-year work program and estimated costs calculated to restore, upgrade, 

and rehabilitate the 430 km core HH section to 100% in good condition, in addition to government 

commitments to date, the estimated budget shortfall is approximately $900 million.  

B.  Investment Program 

11. The Sustainable Highlands Highway Investment Program (SHHIP) is a long-term capital-

intensive investment program. It will require large funding spread over time and flexibility. 

Flexibility is required to adjust to unpredictable events likely to occur over a long implementation 

period, to allow sufficient time for completing complex due diligence prior to launching further 

investment activities through subsequent tranches, whilst without delaying the start of those 

activities ready and needed to commence immediately. The application of the ADB’s multitranche 

financing facility (MFF) is well suited for these types of investment program requirements.  For 

example, activities that do not require land acquisition can start in Tranche 1, while the same 

tranche can be used to undertake the due diligence for activities earmarked for Tranche 2, 

especially those expected to require some land acquisition. Given the continual deterioration of 

the highway, the sooner SHHIP can commence, the more road sections can be salvaged through 

improved maintenance and upgrading without requiring increasingly costly rehabilitation.   

12. On 16th July 2015, the GoPNG’s National Economic Council approved in principle the 

proposed Investment Program to rehabilitate and maintain the HH under the leadership of the 

ADB with financial assistance to be determined by further project preparation. Similarly, this same 

decision approved the initial estimate of counterpart funds allocation during the 10-year period as 

counterpart funds and indicated an intention to appropriate the equivalent of $15 miilion per year 

for the estimated future maintenance of the HH once restored.  

13. The financing gap for the SHHIP infrastructure construction and maintenance indicates 

the need to mobilize about $900 million from multilateral and bilateral agencies, and potentially 

the private sector. ADB will provide some $700 million financial assistance to meet about 70% of 

the budget requirements and play a catalytic role in assisting the government mobilize the $200 

million balance from bilateral agencies and possibly the private sector through the investment 

program. 

14. The expected impacts of the SHHIP are aligned with the national strategies to improve the 

standard of living and access to health and education for the people of PNG, increase 

opportunities for equality and prosperity in rural areas and provide well integrated, safe, financially 

and environmentally sustainable transport system. The expected outcome of SHHIP is efficient 

and safe movement of people, goods and services between the Highlands region and domestic 

and international markets. The restored and upgraded highway will reduce vehicle operating costs 

and travel time, and improve transport infrastructure services, safety, and reliability for people and 

goods. Envisaged logistics platforms will facilitate the commercialization, storage and transport of 
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locally grown fresh produce, reduce current waste due to spoilage, and stimulate increased 

agricultural production in PNG’s potential bread basket. 

15. PNG’s government has reformed institutions, outlined sound strategies, and prepared 

thorough development plans, but weak capacity continues to hinder implementation and delay 

progress in critical areas. Hence, SHHIP is designed to train technical and managerial staff and 

assist them with implementation support, strengthen DOW regional and provincial branches, 

experiment with more efficient maintenance methods, effectively improve road safety, and 

strengthen road infrastructure resilience to climate change. While funding SHHIP, ADB will 

continue its dialogue with the government to secure stable financing sources for sustainable 

maintenance of infrastructure. Essentially, by focusing such reforms on PNG’s most important 

section of road, the HH, SHHIP will serve as the pilot for designing and rolling out practical and 

workable reforms to the road transport sector for the rest of the country. 

16. SHHIP will contribute to the government institutional strengthening agenda. A carefully 

balanced team of technical specialists will provide longer-term capacity building and 

implementation support to assist DOW in delivering the investment program and its associated 

benefits. This team will be fully decentralized with DOW’s Program Management Office (PMO) in 

Goroka. The PMO will also serve both as an incubator providing on-the-job training to DOW 

provincial and regional staff and as a model to be replicated in other regions where DOW runs a 

large works program. The 10-year investment program will also serve as a vehicle for ADB to 

continue its dialogue with DOW on institutional reforms and the strengthening, merger and 

rationalization of the numerous institutions operating the road sector, specifically, the National 

Road Authority (NRA), the Road Fund (RF), the National Road Safety Council (NRSC), and the 

Road Traffic Authority (RTA).  

17. In summary, SHHIP is set to build capacity and advance the road sector reform agenda. 

It is closely aligned with PNG’s observed road sector deficiencies, the government’s strategies, 

plans, programs and initiatives particularly as described by DSP, NTS, and the MTDP. More 

particularly, SHHIP will assist in successfully achieving the government’s top priority that has 

proved elusive over the past few decades: sustainably connecting the most productive and 

populated region to domestic and regional markets. The road does currently exist, but apart from 

a few small sections recently rebuilt, the overall condition is constantly deteriorating following 

years of ineffective or non-existent maintenance and traffic is regularly interrupted particularly in 

the crossing of the Chimbu Province due to slope instability and landslides. The past and current 

management of this important road backbone has been economically unsound in that the 

combined cost to the road users in terms of transport cost, road crashes and casualties and to 

the public administration in terms of expensive, sometimes overdesigned, rebuilding and 

emergency interventions is too high. To minimize this combined cost, the approach should be 

reversed, namely, by putting in place an effective continued maintenance system covering the 

entire length of the road. However, the vast backlog of maintenance must be addressed as well 

and the sooner it is, the less expensive the overall restoration process will be. While it is necessary 

to upgrade dangerous intersections, town crossings, bridges, road drainage and cross slope 

protection to improve road safety, adapt to climate change and rehabilitate the crossing of the 

Chimbu Province, the existing geometric design and pavement structure can be maintained in 

view of the foreseeable traffic demand over the next twenty years.  

18. Beyond the full enforcement of environmental and social safeguards, SHHIP will fund 

selected low cost high impact social infrastructure along the HH designed and operated by 
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qualified community associations. These include roadside markets, gender separated toilets, 

roof-protected bus stops, river laundry facilities. Contingent on implementation progress, SHHIP 

may seek to establish a sustainable public private partnership before funding the construction and 

assisting in the operation of fresh produce logistics platforms. Extensive expert studies have 

concluded that these infrastructures are critical for the development of smallholder-grown fresh 

produce in the Highlands and the strengthening of the supply value chain between the Highlands 

and domestic and regional markets.  

19. The 10-year SHHIP has been designed with the above findings in mind and divided into 

three overlapping implementation tranches.3 The majority of the civil works will be implemented 

using ADB’s Standard Bidding Documents (SBD) for Large Works, December 2016 edition, 

unless further updated, with special provisions made in Sections 3, 4, 6, and 8, for the complex 

nature of the work involving emergency repairs, rehabilitation, upgrade, and long term 

maintenance works4 has been selected to meet the objectives of effective continued maintenance 

and rapid backlog catch up. These contracts can also carry the gradual upgrading works, but not 

the more intensive investment works of the rehabilitation of the entire Chimbu section and the 

bridge improvement subprogram (discussed in paragraphs 20 and 21 below). As per the 

investment program design, two large civil works (CW) contracts of approximately 215 km each, 

covering the whole 430 km length of the HH section targeted under SHHIP will be procured. 

However, given the significant cost of implementing such contracts over 430 km of road, a long 

term5 funding commitment would exceed the size of any acceptable MFF tranche. Consequently, 

the length of the CW contracts have been designed to fit the envisaged lengths of the individual 

three tranches, wherein the bidding documents and contracts will be re-tendered for each tranche 

contingent upon implementation progress and any adjustments in the Investment Program as it 

moves forward.   

20. The upgrading works under the two CW contracts will begin in Tranche 1 and continue 

gradually over the entire investment program period with one exception: the construction of trucks 

climbing lanes in the steep sections of the Kassam Pass and the Daulo Pass. Since these 

specialized works require extended prior investigation and due diligence for land acquisition and 

compensation, they have been programmed in Tranche 3. 

21.  The entire 57 km crossing of the Chimbu Province must be rehabilitated; its condition is 

so poor that it cannot be salvaged like the remaining other sections of the HH. The works will be 

undertaken under a separate traditional road investment contract (RIC) of an estimated four-year 

duration. Until such works are completed, this section, although located within the geographic 

extent of one of the two CW contracts, will be procured and placed under the responsibility of a 

separate works contractor. After completion of the rehabilitation works, the 57 km crossing of the 

Chimbu Province will be turned over to the contractor employed under the CW contract within 

which the section is located. The works to be executed under the RIC will be confined to the 

                                                
3 Details on the associated planned procurement packages is presented in Annex 1. 
4 Given the design of the investment program and the works, the use of Output and Performance-Based Road Contracts 

(OPRC) contracts that are specifically designed to increase the efficiency and effectiveness of road asset 
management and maintenance was initially considered. Although in use by the World Bank on a trial basis, this form 
of contract is not currently encouraged by ADB because of its limited use, experience gained, particularly in this initial 
case for works of this magnitude. Contingent on implementation progress and should ADB policy change, the form of 
contracts used under the investment program may be reconsidered in the future.   

5 For this type of contract, long term is generally understood as seven or more years.  
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existing roadway and are not expected to require land acquisition. The same applies to the two 

CW except for the truck climbing lanes programmed in Tranche 3. 

22. The 430 km HH includes 29 one-lane bridges and 40 two-lane bridges. The one-lane 

bridges constitute a major safety hazard and all of these must be widened to two lanes. All of the 

two-lane bridges require interventions ranging from reconstruction to reinforcement or simple 

repairs. Extensive field investigations, detailed engineering design studies and due diligence for 

land acquisition and compensation will be undertaken during Tranche 1 and works executed 

during Tranches 2 under one investment contract of about five years. It is envisaged that Tranche 

2 will be triggered as soon as the bridge contract has been awarded.  

23. Three separate smaller work contracts will be instructed and awarded during Tranche 1 

and 2 and executed during Tranche 3: the construction of (i) a road bypass around Goroka to 

carry heavy- and through-traffic; (ii) two logistics platforms in Goroka and Jiwaka province for the 

trading and handling of fresh produce to domestic and regional markets; and (iii) two weighbridge 

stations in Goroka and Jiwaka province to control truck overloading. 

24. To limit the procurement and oversight burden, the main consulting services will be 

bundled in three large contracts. Two will cover the preparatory studies and works supervision of 

CW1 and CW2, the Goroka road bypass and the truck climbing lanes contracts, and the 

supervision of the Chimbu investment contract. Each consultant contract will have a geographic 

extent and will be re-bid from one tranche to the next. The third large consultant contract will cover 

the preparatory studies under Tranche 1 and works supervision of the entire bridge program under 

Tranche 2. More specialized activities like the construction and operation of weighbridge stations 

and logistics platforms will require the hiring of two smaller consulting contracts to carry out the 

preparatory studies, supervise the construction works and provide operational support during 

Tranche 3.  

Table 1: Investment Program 

    

Item 
 Amount                ($ 

million)  Percent Share 

A Base Cost   

 Asian Development Bank (OCR)                     610.0  609% 

 Asian Development Bank (COL)                       70.0  7% 

 CoFinancing                      186.5  18% 

 GoPNG                     148.5  15% 

  Total (A+B+C+D)                     1,015.0  100% 

Source: ADB estimates   
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SHHIP Indicative Contract Packaging 
 

 
 

Zone 1:  Lae Nadzab – Umi Bridge 101 km (Fair Light Repair);  

Zone 2:  Umi Bridge – Magiro Bridge 208 km (Fair Heavy Repair);  

Zone 3:  Magiro Bridge – Miunde Bridge 57 km (Poor);  

Zone 4:  Miunde Bridge – Ambeke Bridge 20 km (Fair Heavy Repair);  

Zone 5:  Ambeke Bridge – Mt Hagen Kagamuga 42 km (Fair Light 
Repair).   

Main contracts: 

CW1: T1, T2 & T3 – Lae Nadzab-Henganofi Bridge (210 km);  

CW2:  T1 – Henganofi Bridge-Magiro Bridge  and   Miunde 
Bridge-Mt Hagen Kagamuga (161 km); and 

 T2 & T3 – Henganofi Bridge-Mt Hagen Kagamuga 
(218 km).  

RIC:  T1 – Magiro Bridge-Miunde Bridge (57 km). 

Goroka Bypass:  T3 – 2-lane bypass of Goroka 
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Indicative Construction / Implementation Packages: 
 

Package Tranche Proc. Description / Scope of Work 

CW1 T1 ICB Maintenance and upgrading of HH – Lae Nadzab-Henganofi Bridge (210 km) 6  

 T2 ICB Subject to re-bid: 

Maintenance and upgrading of HH – Lae Nadzab-Henganofi Bridge (210 km)  

Maintenance of upgraded bridges on their completion by other contractor. 

 T3 ICB Subject to re-bid: 

Maintenance and upgrading of HH – Lae Nadzab-Henganofi Bridge (210 km)  

Maintenance of upgraded bridges and Kassam Pass climbing lanes upon their completion by other 
contractors. 

CW2 T1 ICB Maintenance and upgrading of HH – Henganofi Bridge-Magiro Bridge and Miunde Bridge-Mt Hagen 
Kagamuga (161 km).1 

 T2  ICB Subject to re-bid: 

Maintenance and upgrading of HH – Henganofi Bridge- Mt Hagen Kagamuga (218 km); i.e. including the RIC 
section on its completion by other contractor. 

Maintenance of upgraded bridges upon their completion by other contractor. 

 T3 ICB Subject to re-bid: 

Maintenance and upgrading of HH – Henganofi Bridge- Mt Hagen Kagamuga (218 km); i.e. including the 
completed RIC section. 

Maintenance of upgraded bridges, Daulo Pass climbing lanes, logistics platforms and weigh stations upon 
their completion by other contractors. 

(Note: This assumes the Goroka Bypass will be taken over at the end of Tranche 3 and its maintenance will 
not be the responsibility of the Tranche 3 CW2 contractor at any time.) 

Road 
Investment 
Contract (RIC) 

T1 ICB Rehabilitation of section from Magiro Bridge-Miunde Bridge (57 km).7 

                                                
6 Includes localized grade raising (mainly Morobe Province), pavement resurfacing, pavement strengthening, drainage improvement, slope stability 

protection, and road safety improvements. 
7 Includes repair, reinforcement, widening, road safety improvements, reconstruction and climate change proofing. 
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Package Tranche Proc. Description / Scope of Work 

OTHER CONTRACTS:   

PMO Building  AP 8 NCB Construction of PMO building in Goroka. 

Bridge 
Improvement 
Program 

T2 ICB Widening of 29 single lane bridges to two lanes, repairing and strengthening 40 two-lane bridges, and 
associated minor road realignments. 

Goroka Bypass T3 ICB Construction of a 2-lane bypass around Goroka. 

Climbing 
Lanes 

T3 ICB Construction of Truck Climbing Lanes at the Kassam and Daulo Passes. 

Trade & 
Logistics 
Platforms 

T3 ICB Construction of two logistics platforms, one in Goroka and the other in Minj. 

Weigh Stations T3 ICB Construction of two weigh stations, one in Goroka and the other in Minj. 

 
Consulting Packages: 
 

Package Tranche Proc. Description / Scope 

CW1 
Supervision 

T1 QCBS Preparatory studies and works supervision of OPRC1 road maintenance and upgrading; 

Preparatory studies, land acquisition and DDE for Kassam Pass and Daulo Pass climbing lanes. 

 T2 QCBS Subject to re-bid: 

Works supervision of CW1 road maintenance and upgrading;  

 T3 QCBS Subject to re-bid: 

Works supervision of CW1 road maintenance and upgrading;  

Works supervision of Kassam Pass climbing lanes.  

                                                
8 Construction of PMO office is to precede loan effectiveness.  Retroactive financing options under consideration include: (a) a special Project Design Facility; (b) a 

tranche of the existing HRRIIP, and (c) retro-financing under Tranche 1 (with pre-funding by the Government). 
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CW2 
Supervision 

T1 QCBS Preparatory studies and works supervision of CW2 road maintenance and upgrading;  

Supervision of the RIC contract; 9 

Feasibility study and DDE of the Goroka Bypass.  

 T2 QCBS Subject to re-bid: 

Works supervision of CW2 road maintenance and upgrading; 

Land acquisition and procurement for Goroka Bypass. 

 T3 QCBS Subject to re-bid: 

Works supervision of CW2 road maintenance and upgrading.  

Works supervision of Goroka Bypass 

Works supervision of Daulo Pass climbing lanes. 

Bridge 
Improvement 
Program 

T1 QCBS DDE, land acquisition, DDE and procurement for Bridges contract.  

T2 QCBS Works supervision for the Bridges contract.  

OTHER 
CONSULTANCIES: 

 
 

Architect for 
PMO Building  

AP QCBS Design preparation, procurement and works supervision for the PMO Building, Goroka. 

Trade & 
Logistics 
Platforms 

T1,T2,T3 QCBS Preparatory studies, DDE, procurement, works supervision and operations oversight for the Logistics 
Platforms in Goroka and Minj. 

Weigh 
Stations 

T2, T3 QCBS Preparatory studies, DDE, procurement, work supervision and operations oversight for the Weigh Stations in 
Goroka and Minj. 

DOW 
Capacity 
Building 

T1,T2,T3. QCBS Capacity building and implementation support for DOW staff based in the PMO office, Goroka. 

Road Safety 
Community 
Support 

T1,T2, T3 QCS Program to develop road safety awareness in communities living along the HH. 

Audit firm Periodic LCS Periodic auditing of project accounts by a certified auditor. 

 

                                                
9 Preparatory studies, DDE and procurement for RIC performed by PPTA team. 


