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I. POVERTY IMPACT AND SOCIAL DIMENSIONS
A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy
The project will improve financial access and business development skills for households and MSMEs in PNG
by improving financial capability in households and MSMEs, improving the capacity of PFIs, increasing the use
of DFS, and enhancing the MSME regulatory environment. The project is in line with the National Financial
Inclusion Policy, 2018; the 2016 SME policy; the Financial Sector Development Strategy for 2018–2030; and the
National Financial Inclusion Strategy for 2016–2020. These policies all include a focus on improving access to
finance to facilitate growth, employment, and poverty reduction. It also aligns with ADB’s country partnership
strategy for 2016-2020, which makes improvement of the enabling environment for business and development
of the finance sector operational priorities. The project will promote economic and social inclusion of poor and
vulnerable groups by increasing access to finance, which will in turn facilitate job creation and income generation. 
The project will also support financial capacity building and increase opportunities for individuals and enterprises
now in the informal sector to join the formal sector.

B. Poverty Targeting
General intervention Individual or household (TI-H) Geographic (TI-G) Non-income MDGs (TI-M1, M2, 

etc.) 
The project targets poverty reduction through general intervention, by supporting households, and owners and 
employees of MSMEs, and PFIs that will benefit from the project.  

C. Poverty and Social Analysis
1. Key issues and potential beneficiaries.
PNG’s underdeveloped finance sector constrains access by households and MSMEs to financial services. The
sector represented only 2.3% of the overall economy in 2018, and private sector credit was equivalent to only
19% of gross domestic product. The government estimates that 94% of MSMEs have not accessed formal
financing.a Less than half of the country’s people, and fewer women than men, have accounts at a formal
financial institution.b The low levels of financial access and inclusion are caused by (i) limited capacity in some
financial institutions; (ii) limited use of DFS to improve reach and access; (iii) gaps in the regulatory environment
and sector coordination that hinder sector development; (iv) the poor financial management and planning that
stifles MSME growth and employment creation; and (v) the limited financial literacy and capabilities in households
and among women, which in turn weigh on poverty reduction. The beneficiaries of the project will be (i) PFI
owners and employees; (ii) existing and potential future owners and employees of MSMEs; and (ii) individuals,
including women, who will benefit from the improved access to credit and from the development of the MSMEs’
business development skills, credit-worthiness, and financial capabilities.

2. Impact channels and expected systemic changes.
The project will facilitate poverty alleviation by (i) increasing the availability of financial services for households
and MSMEs, (ii) improving income generation opportunities and employment potential as MSMEs gain better
access to credit to expand their activities, and (iii) increasing financial capability and business development skills. 
The project will address current obstacles to accessing the proposed benefits and services by (i) extending and
broadening outreach of financial services through promotion of DFS, (ii) helping financial institutions expand their
MSME lending sustainably, and (iii) providing training on business planning and financial education.

3. Focus of (and resources allocated in) the transaction TA or due diligence.
Issues needing careful review during project design include (i) learner needs, which should be assessed to
ensure that proposed training has maximum impact; and (ii) the gender mainstreaming components to facilitate
inclusiveness in the project’s benefits. The transaction TA will assess other existing or planned initiatives in the
MSME sector, enhancing the impact for the potential beneficiaries.

4. Specific analysis for policy-based lending.
N/A



II. GENDER AND DEVELOPMENT
1. What are the key gender issues in the sector and/or subsector that are likely to be relevant to this project or
program?

Women in PNG have significantly lower levels of financial inclusion than men, even in locations where financial 
services are more readily available.c Available data indicates that MSMEs owned by women account for 30% of 
deposit accounts, 25% of loan accounts, and only 19% of mobile financial service accounts.d Women are three 
times more likely than men to work in the informal sector.e  

2. Does the proposed project or program have the potential to contribute to the promotion of gender equity and/or 
empowerment of women by providing women’s access to and use of opportunities, services, resources, assets,
and participation in decision making?  Yes  No

The project will contribute to the promotion of gender mainstreaming and empowerment of women by helping to 
boost their level of financial inclusion by building their financial literacy and improving their access to financial 
services, including DFS. It will also improve the regulatory environment for MSMEs and their capacities and 
access to credit. This will include MSMEs owned by women. Women owners will be enabled to grow existing 
businesses, and other women will have greater opportunities to start new ones. MSME growth will result in job 
creation, giving more women the chance to find employment, improve their livelihoods, and escape poverty. The 
project will consider gender mainstreaming in all proposed outputs to ensure women have same access to the 
project benefits that men do, including household financial literacy training. Gender-specific components, such 
as women-only financial products and/or training, may also be considered. A gender analysis and action plan 
will be prepared.  

3. Could the proposed project have an adverse impact on women and/or girls or widen gender inequality?
 Yes  No 

Anecdotal evidence has indicated that financial literacy programs can compound gender differences. In some 
cases, this evidence suggests, the financial literacy program under the Microfinance Expansion Project made 
male heads of households more likely than before to claim the final say in household finance decisions.f The 
transaction TA should consider this a potential adverse impact and look for measures to avoid it. These may 
include targeting entire households over individuals for training to ensure households are included as a unit. 

4. Indicate the intended gender mainstreaming category:
  GEN (gender equity)        EGM (effective gender mainstreaming) 
  SGE (some gender elements)       NGE (no gender elements) 

III. PARTICIPATION AND EMPOWERMENT
1. Who are the main stakeholders of the project, including beneficiaries and negatively affected people? Identify
how they will participate in the project design.
The main stakeholders of the project are (i) existing and potential MSME owners; (ii) clients, staff, and
management of PFIs; (iii) recipients of training including, men, women, and school children; (iv) the unbanked
population; and (v) the government, including BPNG and the departments of treasury and of planning and aid
coordination. Project design will include consultations with main stakeholders. The project is conceptualized as
highly participatory and aims to build users’ capacity to ultimately own and be responsible for all aspects of
operations. Where possible, representative bodies will be consulted, such as the SME Corporation, the Papua
New Guinea Chamber of Commerce, and various working groups under the BPNG. A participation plan with a
detailed section on public consultation, participation and disclosure will guide stakeholder participation through
the project cycle. MSME and PFIs will be consulted directly. Working with BPNG, direct potential beneficiary
groups (clients), and civil society, a training needs assessment or survey will be conducted to ensure any
training programs developed under the project are gender-responsive and highly tailored to the needs of the
target groups.
2. How can the project contribute (in a systemic way) to engaging and empowering stakeholders and
beneficiaries, particularly, the poor, vulnerable, and excluded groups? What issues in the project design require
participation of the poor and excluded?
The project can contribute by involving them in project design to ensure their needs will be met by the project
outputs. The project will empower stakeholders systemically by (i) increasing access to better financial services,
(ii) improving opportunities for MSMEs to start or grow through improved access to credit, (iii) increasing skills
levels in terms of financial education and business planning, and (iv) increasing potential for employment and
income-generating opportunities. Issues in the project design that require participation of the poor and excluded
will be assessed as part of (i) training needs, and (ii) demand for financial services.
3. What are the key, active, and relevant civil society organizations in the project area? What is the level of civil
society organization participation in the project design?
Representatives of the key organizations such as CEFI, SME Corporation, PNG Chamber of Commerce will be
consulted. Relevant civil society, such as local decision makers, or secondary financial institutions representing
local interests, will also be included in the consultation

 Information generation and sharing (H)   Consultation (M)    Collaboration (L)    Partnership 



4. Are there issues during project design for which participation of the poor and excluded is important? What
are they and how should they be addressed?   Yes         No
The unbanked and financially excluded should be consulted during the project’s design to ensure that it
responds to their needs. An assessment and analysis under the transaction TA of the financial service needs
of the PNG communities and households will cover capacity, constraints, preferences, priorities, and financial
competency across genders and different age and income groups.

IV. SOCIAL SAFEGUARDS
A. Involuntary Resettlement Category  A    B    C    FI-C 

1. Does the project have the potential to involve involuntary land acquisition resulting in physical and economic
displacement?   Yes         No    The project will not result in any physical and economic displacement.
There will be no land acquisition required and no assets affected.
2. What action plan is required to address involuntary resettlement as part of the transaction TA or due diligence
process?

 Resettlement plan                    Resettlement framework        Social impact matrix 
 Environmental and social management system arrangement  None 

B. Indigenous Peoples Category  A    B    C    FI 
1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood
systems, or culture of indigenous peoples?         Yes         No

2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim,
as their ancestral domain?    Yes         No
3. Will the project require broad community support of affected indigenous communities?   Yes     No 
4. What action plan is required to address risks to indigenous peoples as part of the transaction TA or due
diligence process?

 Indigenous peoples plan     Indigenous peoples planning framework     Social impact matrix  
 Environmental and social management system arrangement         None 

V. OTHER SOCIAL ISSUES AND RISKS
1. What other social issues and risks should be considered in the project design?

 Creating decent jobs and employment  Adhering to core labor standards   Labor retrenchment 
 Spread of communicable diseases, including HIV/AIDS   Increase in human trafficking   Affordability 
 Increase in unplanned migration   Increase in vulnerability to natural disasters   Creating political 
instability  

 Creating internal social conflicts     Others, please specify __________________ 
2. How are these additional social issues and risks going to be addressed in the project design?
Pricing of any new financial products and services developed through support to PFIs and expansion of DFS
will be pro-poor.

VI. TRANSACTION TA OR DUE DILIGENCE RESOURCE REQUIREMENT
1. Do the terms of reference for the transaction TA (or other due diligence) contain key information needed to
be gathered during transaction TA or due diligence process to better analyze (i) poverty and social impact, (ii)
gender impact, (iii) participation dimensions, (iv) social safeguards, and (v) other social risks. Are the relevant
specialists identified?

 Yes                   No    
The relevant social, participation and gender impact will be assessed as necessary. 

2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social, 
and/or gender analysis, and participation plan during the transaction TA or due diligence?

 Yes    No   Poverty, social and gender analysis and participation plan will be prepared as 
appropriate during the project. 

ADB = Asian Development Bank; BPNG = Bank of Papua New Guinea; DFS = digital financial services; MSME = 
micro, small and medium-sized enterprise; PFI = participating financial institution; PNG = Papua New Guinea; SME 
= small and medium enterprise; TA = technical assistance 

a  Government of Papua New Guinea (PNG). 2016. SME Policy. Port Moresby. 
b  Government of Papua New Guinea. 2018. National Financial Inclusion Policy. Port Moresby. 
c  Government of Papua New Guinea. 2018. National Financial Inclusion Policy. Port Moresby. 
d  Government of Papua New Guinea. 2018. National Financial Inclusion Policy. Port Moresby. 
e  National Statistical Office. 2012. Papua New Guinea Household Income and Expenditure Survey 2009–2010: 

Summary Tables. Port Moresby.   
f  ADB. 2018. Report on the Impact Evaluation of a Financial Inclusion Program in Papua New Guinea. 
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