
Health Services Sector Development Program (RRP PNG 51035) 

SECTOR ASSESSMENT (SUMMARY): PUBLIC SECTOR MANAGEMENT1 
 

 1. Sector Performance, Problems, and Opportunities 
 
1. Summary. Papua New Guinea’s (PNG) economic situation is highly volatile, with large 
natural resource investment projects driving growth. An extensive subsistence economy and 
subdued private sector activity result in a narrow economic base highly reliant on global 
commodity prices for the country’s natural resource exports. Weak policy and institutional 
performance undermines implementation of government strategies and essential reforms across 
sectors and further constrains private sector development and domestic resource mobilization, 
putting public spending on an unstable footing. Frequent external shocks, including the sharp 
downturn in global commodity prices in 2015‒2016, a large earthquake in 2018, and the impacts 
of the coronavirus disease (COVID-19) combined with the plunge in oil and gas prices in the first 
quarter of 2020, have been severely undermining the country’s economic performance. 
Continuous government reform commitment to tackle significant outstanding challenges in public 
sector management is critical to stabilize the economic and fiscal situation, and lay the 
foundations for advancing human development. In this context, the Health Services Sector 
Development Program (HSSDP) supports the government in reform prioritization, sequencing, 
and implementation; addresses financing needs; and incentivizes reform implementation. 
Coordinated development partner support to provide required long-term, concessional financing 
and technical assistance (TA) is complementing the HSSDP. 
 
2. Policy and institutional performance. According to the Asian Development Bank’s 
(ADB) country performance assessment (CPA), PNG’s policy and institutional performance 
gradually improved until 2012‒2013 but has since been deteriorating across all four CPA 
components i.e. economic management, structural policies, policies for social inclusion, and 
public sector management and institutions. The equal-weighted average score of the four CPA 
components decreased from 3.40 to 2.75 (on a scale from 0 to 6) from 2013–2018. The steepest 
fall coincided with the prolonged downturn in global commodity prices in 2015‒2016 and the 
resulting deteriorating economic and fiscal situation in PNG, exemplifying the impact that large 
external shocks can have on weak public institutions and policy-makers’ limited ability to respond 
to such shocks swiftly. With the COVID-19 shock compounded by the fall in oil and gas prices in 
the first quarter of 2020, risks of a further downward spiraling are heightened, highlighting the 
importance of reform implementation while securing adequate resourcing of core government 
functions to prevent a vicious cycle in an already fragile context. 
 
3. Economic and fiscal management. Responding to the end of a period of large liquefied 
natural gas investment projects and favorable commodity prices in 2015, the government initiated 
a comprehensive fiscal consolidation program. This successfully reduced fiscal deficits from an 
average of 5.6% of gross domestic product (GDP) during 2013‒2016 to 2.5% during 2017‒2018. 
However, the resulting reduction in aggregate demand; slower-than-expected progress in fiscal, 
public financial management (PFM) and private sector development reforms due to political 
changes and limited implementation capacities of the public administration; as well as a severe 
drought in 2015 and a large earthquake in 2018, deferred anticipated positive developments in 

 
1  This summary is based on Government of Papua New Guinea (GoPNG). 2019. 2020 National Budget. Port Moresby; 

Department of Treasury. 2017. Medium Term Fiscal Strategy 2018‒2022. Port Moresby; International Monetary Fund 
(IMF). 2020. Papua New Guinea, Request for Disbursement under the Rapid Credit Facility, IMF Country Report No. 
20/211; IMF. 2020. Papua New Guinea 2019 Article IV Consultation Staff Report. IMF Country Report No. 20/95; 
IMF. 2015. Papua New Guinea: Public Expenditure and Financial Accountability Assessment. Washington, DC; 
Country Economic Indicators (accessible from the list of linked documents in Appendix 2); and various other 
documents referenced throughout the document. 
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domestic resource mobilization, wage bill stabilization, and expenditure efficiency improvements. 
Despite some progress by the Bank of PNG in 2018‒2019, limited exchange rate flexibility and 
the backlog of foreign exchange orders continue to inhibit business activity in the non-resource 
sector. Together, this drove down average GDP growth from 7.1% during 2010–2015 to 2.9% 
during 2016–2019 as well as increased public debt levels substantially. 
 
4. Impacts of COVID-19 shock. Economic and fiscal impacts of the COVID-19 pandemic 
are severe, undermining an already fragile economy and fiscal consolidation path. Estimates 
suggest a steep fall of real growth by 5.0 percentage points compared to pre–COVID-19 forecasts 
to 2.9% of GDP in 2020 (footnote 1). Fiscal impacts are severe, with revenue collection expected 
to be 1.3 percentage points of GDP below original estimates and the need for direct expenditure 
measures of almost $200 million in 2020 to support preparedness and response to COVID-19. 
This puts further pressure on fiscal space and cash flow, which continues to threaten funding of 
essential services. Due to the eroding revenue collections and additional expenditure needs, the 
fiscal deficit is expected to increase from 5.0% to 8.2% of GDP in 2020 (Figure 1).  
 

Figure 1: Projection of fiscal balance (left) and public debt (right) 
(% of gross domestic product) 

   
COVID = Coronavirus Disease, e = estimate, p = projection. 
Source: Asian Development Bank estimates. 

 
5. Financing needs and outlook. The government intends to finance the higher deficit 
through a combination of domestic and external borrowing, including through additional COVID-
19 response financing from the International Monetary Fund (IMF) ($364 million), ADB ($150 
million delivered through this program, a $100 million loan from the State-Owned Enterprises 
Reform Program, and a $250 million loan from the COVID-19 pandemic response option), and 
the World Bank ($20 million). The debt-to-GDP ratio is impacted through the increase in financing 
and the fall in GDP and is expected to rise from a forecasted 40.3% of GDP to 49.8% in 2020 
(Figure 1). So far, the economy is predicted to recover from 2021 onward, with real GDP growth 
forecasted at 2.5% in 2021, 2.6% in 2022 and 3.2% in 2023. Over the medium-term, growth as 
well as revenue and expenditure reforms are expected to stabilize debt levels at 52.6% of GDP 
in 2023, before gradual reductions are expected to bring the ratio again closer toward 40%, in line 
with the Fiscal Responsibility Act, as amended in 2019.2 However, depending on the duration of 
the pandemic and potential further infection waves that would directly impact PNG as well as lead 
to a prolonged global economic downturn, the impacts could be even more severe. In this context, 
PFM reforms, increases in expenditure quality including in infrastructure projects, conducive 
monetary policy, and business environment reforms are critical to stabilize public finances and 
increase resilience against frequent shocks. 
 
6. Health expenditure prioritization. The government has continuously been prioritizing 

 
2 The IMF and World Bank provide support to revenue reforms, including through budget support. World Bank. 2018. 

First Economic and Fiscal Resilience Development Policy Operation Project. Washington, DC. 
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key enablers including health and education in its development plans, and has emphasized 
commitment to increasing funding for service delivery at the subnational government level. 
However, budget allocations have not necessarily reflected these priorities in the past, original 
budget allocations are rarely fully funded, and funds flows significantly delayed throughout the 
fiscal year. In 2015 and 2016, actual health funding was below 10% of total government spending, 
and health budget allocations were disproportionally affected from the significant overall budget 
cuts (Figures 2 and 3). However, since 2017 the government has demonstrated commitment to 
safeguarding funding for essential health services, as supported under the program, with health 
budgets disproportionally benefitting from increased resources, resulting in gradual increases of 
the share of health to 10.1% of total actual government spending in 2019 and allocations of 10.4% 
of the total government budget for 2020. The immediate release of additional resources for the 
health sector―in a situation of significant fiscal distress―to prepare for, contain and mitigate the 
COVID-19 spread underlines the substantial government commitment to the health sector. 
 

  
 
7. Public financial management. The government continues implementing its Public 
Expenditure and Financial Accountability (PEFA) Road Map, 2015‒2018. 3  A new PEFA 
assessment is currently being carried out, which will inform a new PFM reform plan. In 2019, 
further progress was made in rolling out the improved integrated financial management system, 
including to the first Provincial Health Authorities. Implementation of the new procurement act is 
progressing, with the National Procurement Commission Board and Authority to Pre-Commit 
Committee fully operational. Further, the implementation of measures to strengthen controls of 
personnel expenditures has commenced through improved reporting and reconciliation 
processes, additional budget classification and documentation improvements were implemented, 
and the regulatory framework for PFM further completed. That said, continued improvements and 
capacity development, particularly in the areas of procurement, payroll, and subnational PFM 
systems will be critical to increase expenditure control and effectiveness. 
 
 2. Government’s Sector Strategy 
 
8. Public sector reform strategies. The country’s cascading strategic planning framework 
includes the PNG Vision 2050, PNG’s Development Strategic Plan (2010–2030), and Medium 
Term Development Plan 3 (2018–2022). 4  These documents outline PNG’s high-level 
commitment to effective leadership, good governance, performance management and 

 
3  Government of PNG. 2015. Public Expenditure and Financial Accountability Road Map, 2015‒2018. Port Moresby. 
4  Independent State of Papua New Guinea. 2009. Papua New Guinea Vision 2050. Port Moresby; GoPNG. 2010. 

Papua New Guinea Development Strategic Plan, 2010–2030. Port Moresby; and Independent State of Papua New 
Guinea. 2018. Papua New Guinea Medium Term Development Plan 3, 2018–2022. Port Moresby. 
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Figure 2: Government health expenditure

Kina million (left axis) % of total expenditure (right axis)
b= budget.
Sources: Government of Papua New Guinea. Final Budget Outcome 
reports, 2015‒2019. Port Moresby.
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accountability aiming to provide service delivery and ultimately quality of life improvements. The 
implementation of these high-level plans is done through a number of strategies and reform plans, 
including a medium-term fiscal strategy that provides the framework for the annual budget, the 
PEFA Road Map 2015‒2018, and PFM strategies for the subnational level and the integrated 
financial management system aiming to strengthen PFM and enhance rural service delivery. 
 
9. Implementation of sector strategies. As indicated by the CPA, government agencies’ 
capacity to implement reform measures is severely constraint by weak management and technical 
expertise, a small skills pool, limited financial resources, and an infant performance management 
system. The track record of progress against implementation strategies and set targets has 
therefore been mixed and there is a risk that reform implementation stalls due to dwindling political 
reform commitment, the complex political economy, and/or limited internal capacities. Sector 
strategies and reforms therefore need to be strategic, highly prioritized and sequenced while 
ongoing policy dialogue and TA implementation support is critical.  
 
 3. ADB Sector Experience and Assistance Program 
 
10. ADB sector experience. ADB’s country partnership strategy and country operations 
business plan, 2020–2022 for PNG are aligned with the government’s planning frameworks.5 
Public sector management is one of the key sector priorities highlighted in ADB’s strategy, with a 
specific focus on increasing accountability and transparency so that the government can more 
effectively and efficiently translate growing public revenues into delivering services and providing 
infrastructure. ADB has been actively engaged in public sector management through three 
complementary avenues: (i) ongoing economic and policy reform dialogue, including as part of 
ADB’s economic monitoring and the annual CPA exercise; (ii) TA in fiscal management, PFM, 
and private sector development; and (iii) the design and implementation of policy reforms linked 
to the policy-based loan component of the HSSDP. Particularly relevant for the HSSDP is ADB’s 
ongoing TA support in fiscal and debt management and strategic budgeting, which builds upon 
two previous TA phases.6 The HSSDP also introduced a technical working group comprising the 
Departments of Treasury, Finance, National Planning and Monitoring, and Health to lead policy 
reform design, implementation progress tracking, and interagency coordination. Subprogram 3 of 
the HSSDP continues to support prudent fiscal policy making, prioritized resource allocation, and 
key priorities of the PEFA Road Map, 2015–2018 (para.7). 
 
11. Development partner collaboration. Partnerships are a critical element of ADB’s 
engagement in PNG. Regular consultations between the main partners in the public sector 
management space—the IMF, the World Bank, the Australian government and its partnerships in 
PNG, and the European Union—and the government aim to ensure that support is aligned to 
government priorities, duplications are avoided and that the government’s TA needs are 
comprehensively addressed. Consultations take place as part of ADB’s country strategy 
development, intervention design, and through ongoing economic and policy reform dialogue. The 
IMF leads the engagement in macroeconomic, monetary and financial sector policy, including 
through annual Article IV consultations. World Bank assistance focusses on revenue reform and 
sector engagement including in health. The Australian government provides extensive support 
across reform areas, complemented by European Union support in PFM.  

 
5  ADB. 2015. Country Partnership Strategy: Papua New Guinea, 2016–2020. Manila; ADB. 2019. Country Operations 

Business Plan: Papua New Guinea, 2020–2022. Manila. 
6  ADB. 2009. Technical Assistance to Papua New Guinea for Supporting Public Financial Management. Manila; ADB. 

2012. Technical Assistance to Papua New Guinea for Supporting Public Financial Management (Phase 2). Manila; 
and ADB. 2016. Technical Assistance to Papua New Guinea for Supporting Public Financial Management (Phase 
3). Manila. Phase 4 is currently being prepared. 
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Problem Tree for Public Sector Management 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Unsustainable financing for and deteriorating delivery of public goods and services 

Lack of basic services 

EFFECTS 

CORE 
PROBLEM 

Negative impact on livelihoods and quality of life of households 

Weaknesses in 
procurement, including 

framework, systems 
and capacity 

Weak fiscal planning and 
strategic budgeting 

Delayed 
and 

unreliable 
data for 
decision 
making 

 

Narrow revenue base highly 
dependent on natural 
resource revenues 

Unreliable 
cash flow 

Fragmented 
financial 
flows to 

subnational 
levels and 

service 
delivery units 

Inefficient use and substantial wastage of funds 

Delays in 
disbursement 

Poor accounting and 
financial reporting 

Fragmented 
and 

incomplete 
budgeting 
formats 

CAUSES 

Outdated 
financial 

management 
information 

system 

Weak fiscal position and planning exposed to external shocks 

Weak private sector environment 

Overvalued 
local 

currency 

Inadequate 
monetary policy 

Foreign 
exchange 
scarcity 

Lack of accountability 
with limited 

repercussions for 
misuse of funds 

 

Inhibited private 
sector development 

Weak tax policy and  
administration 

Causes addressed by the HSSDP; monetary policy and 
domestic revenue issues tackled in coordination with other 
main partners (IMF, World Bank, Australia, European Union). 

Note: 




