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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating 
Mitigation Measures or 
Risk Management Plan Responsibility 

COVID-19. 
The COVID-19 pandemic 
threatens to undermine 
economic growth and the 
fiscal position, while diverting 
political and administrative 
focus and capacity away from 
reforms. 

Substantial The COVID-19 pandemic has the 
potential to bring unprecedented 
adverse economic impacts through 
restrictions on trade flows, travel and 
construction activity. The economy is 
projected to contract in 2020, with 
significant downside risks if 
restrictions are prolonged. Such 
large external shocks can inevitably 
disrupt reform initiatives and 
outcomes. ADB will monitor national 
and global economic developments 
and respond in a timely manner and 
in coordination with other partners to 
possible government requests for 
assistance if the economic downturn 
becomes more severe than 
anticipated. 

Government, 
development 
partners, 
including the 
ADB 

Government ownership. 
Political ownership of the 
reform process and ongoing 
commitment to fiscal 
discipline weakens. 

Moderate Reforms have progressed during 
subprogram 3 with support from 
multiple development partners. 
There is increasing commitment to 
reform and the recently finalised 
Public Expenditure and Financial 
Accountability assessment has 
developed a cross-department 
network for planning and monitoring 
reforms.  

Government 

Macroeconomic risks.  
A shortage of foreign 
currency reserves, limited 
access to international credit 
markets, and heavy reliance 
on commodity prices suggest 
a significant macroeconomic 
country risk. 

High Continuous monitoring by ADB of 
macroeconomic conditions; 
assessment of impacts of external 
shocks, particularly with respect to 
commodity prices; coordination with 
other development partners; and 
potentially other forms of assistance. 

Government 

Governance.  
The government has 
procurement, anticorruption, 
and financial management 
frameworks in place, yet 
capacity and governance 
issues continue to pose a risk 
to successful program 
implementation. 
 

Substantial Program policy actions strengthen 
the national financial management 
and procurement frameworks. 
Governance risks are also 
systematically addressed through 
the risk assessment and 
management plan under ADB’s 
Country Partnership Strategy for 
PNG, 2016–2020, and also through 
regional capacity development TA: 
Building Project Implementation 
Capacity in the Pacific to strengthen 
the governance capacity of the 
government.  

Government, 
development 
partners, 
including ADB 

Public financial 
management.  

Substantial The project component strengthens 
PFM, particularly in PHAs, through a 

Government, 
development 

http://www.adb.org/Documents/RRPs/?id=51035-005-3
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Weaknesses in systems and 
capacity undermine quality 
and timeliness of financial 
management (including 
internal controls), accounting, 
financial reporting, and 
monitoring, both subnationally 
in the health sector and 
across the entire government.  
 

systematic, threefold approach: (i) 
establishing standard processes 
through the development of a model 
PHA manual in line with the Public 
Finances (Management) Act 1995 
(as amended in 2018); (ii) building 
capacity through an integrated suite 
of training programs, including in-
depth courses on budget execution, 
provided through a combination of 
classroom teaching and periodic on-
the-job support; and (iii) 
strengthening of PHAs’ financial 
management information systems to 
establish better financial controls 
and facilitate PFM compliance. This 
is complemented by the policy matrix 
focus on strengthening PFM at 
national and subnational level.  

partners, 
including ADB 

Fraud and corruption.  
The government has an 
established system of internal 
controls and anticorruption 
mechanisms. However, 
corruption and collusion in 
procurement still pose a 
significant risk. 

Substantial The coming into force of the National 
Procurement Act 2018 and the 
implementation of the act has started 
reforms aimed to achieve increasing 
transparency and accountability over 
time. TA will provide capacity to 
implement the procurement reforms. 
Further, the parliament passed a 
new Whistleblower Act in February 
2020 and is committed to establish 
an Independent Commission 
Against Corruption by the end of 
2020. To this end, the first reading of 
a new bill was done in February 
2020. The International Monetary 
Fund’s Staff-Monitored Program 
supports the  passage and 
publishing of the act. 

Government, 
development 
partners, 
including ADB 

Cross-sector coordination 
capacity.  
The government remains 
relatively new to the modality, 
and the ability for cross-
department management is 
limited. Learning how to 
communicate clearly and 
understanding the roles and 
responsibilities of each 
department will be a new task 
for government departments.  

Moderate ADB as secretariat supports the 
executing agency in the running of 
the program steering committee and 
technical working group; these work 
across departments at different 
levels and provide guidance and 
support to strengthen cross-
department communication and 
understanding. 

Government, 
development 
partners, 
including ADB 

Institutional capacity and 
governance.  
The government cannot 
implement policy reform 

Moderate The executing agency chairs a 
technical working group to monitor 
progress toward the policy actions 
and has established a program 
steering committee to coordinate 

Government, 
development 
partners, 
including ADB 
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actions because it lacks the 
capacity. 
 

alignment between policy actions 
and project investments with senior 
government membership. TA from 
ADB and development partners will 
seek to build capacity in the 
ministries engaged in the proposed 
program. 

Insufficient financing for 
the health sector.  
Government spending on 
health was relatively low 
before the start of the 
program. Health function 
grants for facility operations 
were often not paid on time or 
in full. Cash flow shortages 
continue to pose a risk to the 
funding of essential health 
and other services. This issue 
is aggravated by the impacts 
of the COVID-19 pandemic. 

Substantial The government, including through 
the policy matrix, is committed to 
prioritizing and safeguarding 
resources for the health sector and 
improving sustainability of financing 
under the medium term fiscal 
strategy. Government spending on 
the health sector has increased 
since the start of the program in 
absolute terms as well as relative to 
other sectors, reflecting this 
prioritization. Further, policy actions 
seek to improve the flow of health 
function grants for facility operations 
and maintenance, while program 
actions and project activities will 
contribute to allocative and technical 
efficiency improvements that will 
help free up and prioritize resources 
for operations and maintenance. 
Specific COVID-19 responses from 
the government as well as the 
proposed additional financing of $50 
million contribute to funds availability 
for health services. 

Government, 
development 
partners, 
including ADB 

Overall Substantial   
ADB = Asian Development Bank, COVID-19 = coronavirus disease, PFM = public financial management, PHA = 
provincial health authority, TA = technical assistance. 
Source:  Asian Development Bank. 
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