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Non-Millennium Development Goals

Population (millions)
(2008)

6.52

Annual population growth rate (%)
(2006–2008)

3.4

Adult literacy rate (%)
(2007)

57.8

Population in urban areas (%)
(2007)

12.6

Millennium Development Goals

Population living on less than $1.25 a day (%)
(1996)

35.8

Population living below the national poverty line (%)
(1996)

37.5

Under-5 mortality rate per 1,000 live births 
(2007)

65

Population using an improved drinking water source (%)
(2006)

40

Source: Asian Development Bank and Papua New Guinea Fact Sheet. www.adb.org/Documents/Fact_Sheets/PNG.pdf

Papua New Guinea  
Development Indicators

In preparing any country program or strategy, financing any project, or by making 
any designation of or reference to a particular territory or geographic area in this 
document, the Asian Development Bank does not intend to make any judgments as 
to the legal or other status of any territory or area.
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Loan* and Grant Approvals ($ million)

1971–2003 2004 2005 2006 2007 2008 2009
OCR 462.69 0 0 35.00 60.00 0 25.00
ADF 392.29 19.01 0 33.00 40.00 100.00 95.00
Total 854.98 19.01 0.00 68.00 100.00 100.00 120.00

* Excluding nonsovereign loans of $25.0 million.
ADF = Asian Development Fund, OCR = ordinary capital resources.

Disbursements ($ million)

ADF = Asian Development Fund, OCR = ordinary capital resources.

1971–2003 2004 2005 2006 2007 2008 2009
OCR 271.08 7.95 14.50 13.77 19.67 14.05 13.31
ADF 308.21 11.25 7.01 15.65 8.30 8.13 6.28
Total 579.29 19.20 21.50 29.42 27.97 22.18 19.59

PNG is a land of paradoxes. It 
has an ancient culture yet is a 
young nation. It is an ethnically 
diverse, tribe-based society 
that is also an export-driven 
economy integrating rapidly into 
a globalized world

Papua New Guinea and ADB: 
A Mainstay Partnership

Papua New Guinea (PNG) has been a member 
of the Asian Development Bank (ADB) since 
1971 and is ADB’s largest borrower in the 
Pacific, with total lending of $1,272.0 million 
by the end of 2009. PNG regards ADB as 
a mainstay partner in key sectors such as 
transport, HIV prevention and primary health, 
and private sector development, including 
microfinance.

PNG is a large, archipelagic country the size 
of California. It comprises the eastern half of 
New Guinea; the islands of New Britain, New 
Ireland, Bougainville, and Manus; and 600 
other islands. Much of the country consists 

of densely forested mountains and long 
coastlines. 

It is a land of paradoxes. PNG has an ancient 
culture yet is a young nation, having achieved 
independence only 35 years ago. The country 
is rich in natural resources, but 85% of its 6.5 
million people lead subsistence lives based on 
a largely barter economy. It is an ethnically 
diverse, tribe-based society—with more than 
800 indigenous languages—that is also an 
export-driven economy integrating rapidly into 
a globalized world. 

Despite the global downturn, PNG’s economy 
continued to grow in 2009, and it is projected 
to expand by 5.5% in 2010 and 7.7% in 2011. 
It was relatively insulated from the financial 
crisis because its banks are less integrated into 
the global financial system. Though commodity 
exports were affected by lower prices, the 
economy has been bolstered by a large fiscal 
stimulus in 2009 and by ongoing preparations 
for a multibillion-dollar liquefied natural gas 
(LNG) project. 

Source: Asian Development Bank estimates.
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A pick-up truck serves as a bus on an ADB-financed road in Western Highlands province.

As well as partnering with the government, ADB 
works closely with other agencies, including 
the Australian Agency for International 
Development (AusAID) and the New Zealand 
Agency for International Development (NZAID). 
Out of a total of $18.61 million in cofinancing 
from development partners for ADB projects 
in PNG, AusAID provided $12.84 million and 
NZAID $4.16 million.

Investments in transport (land, water, air) and 
in the information and communication sector 
total $620.9 million in cumulative approvals, 
or nearly 50% of ADB’s portfolio (Chart). Roads 
are critical for providing access to domestic and 
overseas markets and for delivering basic social 
services to a widely dispersed and fragmented 
population. Given the difficult terrain, most cities 
and towns in different parts of the country are 
not connected by roads. ADB has an extensive 
program of road renovation in the Highlands 
region, which is home to 40% of the population 
and the source for most of the country’s mineral, 
petroleum, and agricultural exports. ADB is 
also expanding the main port, Lae, as well as 
strengthening PNG’s major airports.

Sector Distribution 
of Loan* and Grant Approvals 
($ million, %; as of December 2009) 

Education 

Finance

Industry and trade

Multisector

Transport and information and communication technology

Agriculture and natural resources

Health and social protection

Public sector management 

Water and other municipal infrastructure and services

Energy

$55.9, 4%

$43.0, 3%

$32.1, 3%

$129.0, 10%

$33.4, 3%

$95.8, 8%

$16.0, 1%

$45.5, 4% $190.4, 15%

$620.9, 49%

* Excluding nonsovereign loans of $25.0 million.

Source: Asian Development Bank estimates.
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Papua New Guinea and ADB:  
A Mainstay Partnership

In an economy where only 6% of the 
population have bank accounts, a microfinance 
and employment project, backed by an ADB 
concessional loan of $9.6 million, has given 
many ordinary people access to financial 
services. It has also brought savings and loan 
services to tens of thousands of people, and is 
helping to develop micro- and small enterprises. 
Building on this success, ADB is now preparing 
a second microfinance project.

PNG has considerable hydropower potential, but 
only 1 person in 10 has access to electricity. ADB 
has provided $43 million in assistance to the 
energy sector, including hydropower projects, 
and is preparing a town electrification project to 
provide hydropower to provincial cities. 

In a country with a severely limited public 
sector, ADB is helping the government foster 
public–private partnerships to develop and 
manage infrastructure and improve the delivery 
of economic and social services.

In a country with a severely 
limited public sector, ADB is 
helping the government foster 
public–private partnerships 
to develop and manage 
infrastructure and improve the 
delivery of economic and social 
services

“The government values ADB assistance 
because we focus on high-impact development 
that supports the government’s national 
development plans and produces concrete 
results: more people and freight moving 
around PNG’s road network and through its 
seaports and airports, for example, or more 
savings and microlending for rural farmers and 
entrepreneurs, and lower rates of infection and 
better care for people living with HIV,” says ADB 
country director Charles Andrews.
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ADB’s Contribution to 
Development and  
Poverty Reduction

Road Links 
Thomas Rum and his wife Naumi have doubled 
their income since a dirt track beside their 
village, Wagi, was converted last year into an 
all-weather road as part of an ADB-supported 
project in the Western Highlands province. 
Instead of selling their coffee beans, vegetables, 
and bananas by the side of the road, they now 
take their produce by bus to the provincial 
capital, Mount Hagen, where it fetches twice 
the local price. They also replenish their stocks 
of cooking oil, flour, and sugar more cheaply in 
town than in rural stores. 

A neighbor, Rose Tai, was frightened last year 
when her 10-year-old daughter, Sandra, became 
feverish with malaria. Before the road was 
paved, it took an hour’s walk just to reach the 
nearest township. By bus, it took Ms. Tai only 

A farmer tends her vegetables beside an ADB-supported road in Western Highlands. The road was paved in 2009.

an hour and 20 minutes to get to the provincial 
capital, where Sandra received prompt treatment 
at Mount Hagen General Hospital and made a 
full recovery.

These are examples of increased access to 
markets and social services that new or 
rehabilitated roads financed by ADB are 
providing the five provinces that make up the 
Highlands region.

Thomas Rum and his wife Naumi 
have doubled their income since 
a dirt track beside their village, 
Wagi, was converted last year 
into an all-weather road as part 
of an ADB-supported project in 
the Western Highlands province



5

ADB’s Contribution 
to Development and 
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ADB has funded six road projects in PNG 
since 1972 through eight loans totaling 
$256 million, but implementation has been 
slow amid challenging conditions. In 2009, 
however, ADB-supported road projects made a 
dramatic turnaround, in part because of ADB’s 
more intense supervision and support after 
delegating the responsibility for administering 
projects to its resident mission in Port Moresby. 
ADB completed 107.6 kilometers (km) of roads 
in the five Highlands provinces in 2009 alone—
more than in the previous 6 years.

To put the history of these road projects in 
context, one must consider that road building 
in PNG is far from easy. Security and land 
compensation issues make it hard to attract 
good contractors, especially in the Highlands. 
Sophisticated drainage and soil consolidation 
technologies are needed for conditions in which 
heavy rain and a thin layer of soil frequently 
contribute to landslides. “Progress has increased 
significantly now that we keep a closer eye 
on implementation and solve problems on 
the ground much more quickly,” says Allan 
Lee, head of the resident mission’s project 
administration unit. “We now have monthly 
meetings with the team in the government’s 
Works Department, and we have set shorter 
and more focused work targets. As a result, the 
capacity, confidence, and performance of the 
Works Department have increased noticeably.”

ADB is confident that it will achieve its target of 
rehabilitating 120.6 km of roads in 2010, and 
that similar progress will be made under the  
$700 million Highlands Region Road 
Improvement Investment Program, which  
aims to rehabilitate and upgrade 1,400 km of the 
region’s 2,500 km core roads over the next  
few years. 

The program also addresses maintenance—a 
chronic issue—by enabling the National Roads 
Authority to establish a road fund, primarily 
from road user charges, to pay for repairs. 
Roadside communities will be involved in the 
upkeep of rural roads. The program strengthens 
the National Road Safety Council.

Water Transport
In 2009, the ADB-supported Community 
Water Transport Project began its first shipping 
services to remote and disadvantaged 
communities along PNG’s extensive coastline.

The project aims to spark a revival of economic 
activity—from growing crops like cocoa and 
sago to making mats—in underserved coastal 
communities, and to ensure that they receive 
more dry goods, medicines, and school textbooks. 
Of PNG’s 20 provinces, 15 are on the coast.

As an example of the public–private 
partnerships the project is encouraging in PNG, 
a private shipper called Lutheran Shipping 
began operating a roll-on-roll-off vessel, the 
M.V. Siddy, in July 2009 to carry passengers 
and freight along the Sepik River. Six months 
later, Lutheran began using the same vessel 
for a second monthly route, from the Huon 
Peninsula southeast along the coasts of Morobe 
and Oro provinces. 

Construction supervisor Toby Muande’s company is saving 
time and money by using a new ADB-backed shipping service.

Sophisticated drainage and soil 
consolidation technologies are 
needed for conditions in which 
heavy rain and a thin layer of 
soil frequently contribute to 
landslides
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The new service is already having an impact. 
Before the project, a construction firm building 
teachers’ accommodation in Angoram used to 
ship building materials from Madang to Wewak 
and then truck them up to Angoram. Now it 
ships directly from Madang to Angoram, saving 
time and money, according to supervisor  
Toby Muande.

A cooperative of more than 8,000 cocoa 
farmers in the Angoram district is building 
a large storage shed beside the Sepik River. 
Once the shed is finished, farmers will be 
“definitely interested” in growing more crops, 
since they will be able to take advantage of 
the cargo facilities offered by the M.V. Siddy, 
says Matthew Mauri, a teacher who heads the 
cooperative. 

The project also includes plans to build 
40 jetties at small ports, and ADB is looking 
for shippers to operate other routes, including 
those along the south coast of East and West 
New Britain and the east coast of New Ireland. 

As an incentive, the ADB project offers subsidies 
to shippers for an initial period of 3 years. 
“We need to find a balance between what 
alternative modes of transport offer and what 
a shipper needs to make a profit,” says project 
director Robert Kaul. 

Rehabilitated 
Lighthouses 
One scheme that has helped international 
and domestic shipping is the Rehabilitation of 
Maritime Navigation Aids System Project, which 
ADB supported with a $16.9 million loan.

The project repaired, upgraded, or built 
navigation aids at 211 sites, exceeding the 
target of 194. Out of the 211 sites, 168 were 
lighthouses—many fallen into disuse through 
theft, vandalism, or neglect—and daytime 
markers. The project ended in 2008, and was 
rated satisfactory.

Off the easternmost point of the mainland, 
for example, where Milne Bay gives way to 
hundreds of islands, 38 restored lighthouses 
have made it safer and easier for oil tankers and 
container vessels to travel between Australasia 

Skipper Andrew Sarto says that newly restored lighthouses 
have made navigation much easier.

“We need to find a balance 
between what alternative modes 
of transport offer and what a 
shipper needs to make a profit,” 
says project director Robert Kaul

and Asia, on seas that often conceal reefs and 
shoals. They also save time and fuel for ships 
that can now take shortcuts through the China 
Strait and Raven Channel.

For local work boats and banana boats, too, 
the beacons have been a boon. In the harbor 
at Alotau, the provincial capital of Milne Bay, 
Andrew Sarto, skipper of a cargo vessel, says 
he often travels as far as Misima Island or the 
Liciani Archipelago, which can take 48 hours one 
way. “The lighthouses help me get my transit 
bearings. It was much more difficult without the 
lights, especially if there was fog,” he says. 

The lighthouses have benefited local fishing. 
With their beams providing a sense of location, 
they make it possible for many more fishermen 
to work at night, when the yields are higher. 
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The project also established the National 
Maritime Safety Authority (NMSA), an 
agency dedicated to resolving maritime 
issues. Previously, they were handled by the 
Department of Transport and Civil Aviation. 
In the 4 years since its founding, the NMSA 
has become more independent, raising funds 
through shipping and navigational levies, and 
other sources. 

Ports and Airports
A milestone was reached in early 2010 with the 
completion of a 2-year resettlement program 
for 3,000 people in preparation for the Lae 
Port Development Project, supported by a 
$100 million loan from ADB. The program, 
under which people agreed to move in return 
for a compensation package, cleared the 
way for the construction of expanded port 
facilities, beginning in 2011. These will include 
a tidal basin where ships can turn around, a 
240-meter multipurpose berth, and various 
operational sheds. 

Due for completion in 2012, the expansion 
will enable the country’s biggest port to raise 
its cargo-handling rate from 140 tons an hour 
in 2010 to 210 tons by 2015. Ship calls are 
expected to jump from 600 to 900 by 2017. 

In civil aviation, renovations of the airports 
in Port Moresby, Mount Hagen, Kavieng, 
Alotau, and Wewak will begin in 2010. The 
aim of ADB’s Civil Aviation Development 
Investment Program, backed by a $480 million 
multitranche financing facility, is to raise the 
level of safety and security at 21 PNG airports to 
the standards of the International Civil Aviation 
Organization.

ADB’s Civil Aviation Development Investment Program will upgrade the domestic airport at Port Moresby to 
international safety and security standards. 

Due for completion in 2012, 
the expansion will enable the 
country’s biggest port to raise 
its cargo-handling rate from 
140 tons an hour in 2010 to 
210 tons by 2015. Ship calls are 
expected to jump from 600 to 
900 by 2017
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The improvements in the airports in Kavieng, 
Alotau, and Wewak will focus on compliance 
with international landing standards for the 
Fokker 100s that are flying the domestic routes. 
Security fences will be also constructed at 
five domestic airports within the next 2 years 
to keep out stray animals and unauthorized 
people. 

Public–Private 
Partnerships
One of the most exciting ways in which ADB 
is helping PNG develop despite the country’s 
limited resources is by promoting public–private 
partnerships.

These are collaborative efforts in which the 
public sector contracts with the private sector 
to provide infrastructure and related services. 
The private sector makes the capital investments 
and sells the outputs to the public sector. 
The public sector sets the service and product 
standards and pays only for outputs that meet 
these standards. 

Thanks to ADB regional technical assistance, 
the Private Sector Development Initiative, the 
government approved a National Public Private 
Partnership Policy in late 2008, and is preparing 
legislation and an institutional structure to put 
the policy into effect.

ADB is studying possible public–private 
partnership applications in a number of sectors, 
including health, transport, and utilities. 
It is already using such partnerships in the 
Community Water Transport Project, in which 
private contractors bid competitively for transport 
contracts lasting a set period of time. The 
government will thus be able to select the service 
provider offering the best value for the price.

Separately, but under the same initiative, ADB 
is helping the government determine which 
operations within state-owned enterprises 
can be put on a more commercial footing. In 
another move to improve the business climate 
in PNG, ADB plans to help the government 

ADB is studying possible  
public–private partnership 
applications in a number  
of sectors, including health, 
transport, and utilities

reform its loan collateral policies. This reform 
includes developing a registry of movable 
assets—such as cars and refrigerators—that 
can be used as collateral, since land, commonly 
used as collateral elsewhere, is generally owned 
communally in the Pacific. 

Expanding 
Microfinance
David Ulgu is a cheerful, outgoing man who 
likes walking around Wewak selling scones and 
cell phone cards. In 2008, he wanted to set 
up a small store but lacked capital. With no 
collateral and only a modest amount of cash, 
Mr. Ulgu had no way of obtaining a commercial 
bank account or a loan.

However, he was able to borrow 4,000 kina 
(K) ($1,464) from the local branch of the 
Nationwide Microfinance Bank. He duly opened 
his store, and repaid the loan in 2 months. 
Since then, he has taken out three more 
loans—one for K10,000 ($3,660) and two for 
K20,000 ($7,320) each—to expand his store. 

Tens of thousands of low-income Papua New 
Guineans now have access to basic financial 
services such as savings and loans, thanks 
largely to the Microfinance and Employment 
Project, supported by an ADB concessional loan 
of $9.6 million and an AusAID grant.

When the project began in 2002, however, it 
was greeted with skepticism. Earlier attempts to 
introduce microfinance had failed and financial 
institutions were closing down their rural 
branches.

Today, the project can claim to have laid a 
strong foundation for a growing sector that 
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enables thousands of people to access financial 
services for the first time. 

One of the project’s earliest steps was to 
establish a microfinance competence center 
to offer training. The center has provided an 
average of 1,500 person-training days a year 
to people who today work in a number of 
microfinance institutions.

In 2004, the project provided seed capital 
and technical expertise to launch a pilot 
microbanking scheme, Wau Microbank, in 
a remote gold-mining district in Morobe 
province. This venture soon branched out to 
other locations. In 2008, it was given a full 
microfinance license and changed its name to 
Nationwide Microfinance Bank (NMB) to reflect 
its national aspirations.

Today, NMB is PNG’s largest microfinance 
institution, with 13 branches, nearly 90,000 
customers, a loan portfolio of K16 million 
($5.86 million), and deposits of K52 million 
($19 million). It aims to have a branch in each 
of PNG’s 20 provinces by the end of 2012. 

Most NMB loans are for microenterprises, with 
an average size of less than K1,000 in 2009, 
says chief executive officer Lionel Somaratne. 
However, the volume of loans for small and 

A teller serves a customer at the Wewak branch of the Nationwide Microfinance Bank. This vital and growing sector is 
providing unprecedented financial services for the poor. 

medium-sized enterprises, for K15,000 ($5,490) 
and above, account for 25% of NMB’s portfolio 
and is expanding.

“Microfinance plays an important role in the 
economy,” says Somaratne. “The great majority 
of people earn income from smallholder 
agriculture and micro- or small enterprises. We 
finance boats for fishermen, and equipment for 
small-scale gold miners and farmers who grow 
all kinds of crops.” 

Through training provided by the microfinance 
competence center, the project helped build 
the capacity of other formal and informal 
microfinance institutions. For example, a large 
microfinance institution, PNG Microfinance 
Limited, has over 80,000 customers. Including 
informal microfinance institutions and savings 

The great majority of people 
earn income from smallholder 
agriculture and micro- or small 
enterprises. We finance boats 
for fishermen, and equipment  
for small-scale gold miners  
and farmers who grow all kinds 
of crops
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renovated, including some in enclaves operating 
in remote areas.

Many of these facilities are staffed by health 
workers who were trained under the project. 
They provide not only HIV testing and counseling 
services, but also primary health care. 

As HIV in PNG is passed on mainly through 
sexual activity, behavioral-change and 
condom-distribution programs are also major 
components of the project. 

By early 2010, a worldwide NGO, Public 
Services International (PSI), had conducted over 
40 workshops for 1,000 men, including health 
professionals and community leaders, on topics 
ranging from threats to fertility from sexually 
transmitted infections, to good communication 
between partners. 

“We train the influencers like pastors, and it’s 
amazing the transformation in a lot of our 
pastors, who start off anti-condom and end up 
supporting them,” says Cynde Robinson, PSI’s 
country representative in Port Moresby.

The workshops appear to be changing behavior. 
“We have follow-up sessions where workers as 
well as people in the community tell us that, 
whereas they were careless in their behavior 
before, they are more careful now,” says 
Betty Kaime, who runs an HIV program for 
W.R. Carpenter. “People say they are using 
condoms and reducing their number of sexual 
partners.”

Since late 2009, the government has also 
significantly improved the distribution of free 
condoms. PSI, which produces and markets 
affordable male and female condoms, sees its 

As HIV in PNG is passed on 
mainly through sexual activity, 
behavioral-change and condom-
distribution programs are also 
major components of the project 

and loan societies, PNG has an estimated total 
of 350,000 microfinance institution accounts.

ADB plans a second microfinance project to 
build upon the first. “The second will focus on 
extending microfinance in rural areas, targeting 
women borrowers, further improving capacity, 
and enhancing the legal and regulatory 
environment,” says Jeremy Cleaver, an ADB 
private sector specialist.

Impacting HIV  
and AIDS
The public–private partnership model is being 
used successfully in the ADB-supported HIV 
Prevention and Control in Rural Development 
Enclaves Project to combat the spread of HIV 
and to boost primary health care services.

The project has brought together government, 
big business, church groups, and nongovernment 
organizations (NGO) in areas where the disease is 
likely to spread the fastest: the enclaves, many of 
them in the Highlands region, where companies 
are engaged in mineral, petroleum, or agricultural 
production. The workforce there consists mostly 
of mobile men with disposable incomes, a high-
risk group for HIV infection.

Since the capacity of provincial health 
authorities to tackle HIV has room for 
improvement, big business, partly to protect 
its labor force, has agreed to play a leadership 
role while government capacity is being 
strengthened. 

One of the main components of the project, 
begun in 2007 and due to close in mid-2011, 
has been the renovation of dozens of rural 
health clinics and aid posts that have fallen 
into decline or disuse. This goal has been 
largely achieved. For example, plantation 
owner W.R. Carpenter, the enclave operator 
in Western Highlands, completed 23 of 
24 planned renovations by March 2010. Out 
of a total of 110 health facilities, 44 have been 
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role as supplementing the government’s drive, 
for instance by reaching underserved rural areas. 
PSI uses 300 outlets, including pharmacies, 
wholesalers, and “hot spots” of sexual activity 
such as nightclubs, truck stops, hotels, and betel 
nut markets. By February 2010, PSI had sold 
300,000 condoms. The target is to sell 2 million 
before the project ends. 

As a result of the greater availability of 
condoms, voluntary testing, and counseling 
services, the number of HIV-positive cases in the 
W.R. Carpenter districts rose by only 5 (to 22) in 

Public Services International 
(PSI) uses 300 outlets, including 
pharmacies, wholesalers, and 
“hot spots” of sexual activity 
such as nightclubs, truck stops, 
hotels, and betel nut markets. 
By February 2010, PSI had sold 
300,000 condoms

2009. “This suggests HIV is being contained,” 
says Ms. Kaime.

Betty Kaime, head of the HIV program sponsored by W.R. Carpenter, speaks with locals in front of a 
renovated health clinic in Western Highlands. HIV programs and renovated clinics are both examples 
of what can be achieved through public–private partnerships.
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Electricity is meager, often unreliable, and 
relatively expensive in PNG. Lack of power 
constrains growth in urban areas and contributes 
to poverty in rural areas. There are two grids: 
one for Port Moresby, and the Ramu grid, which 
covers the cities of Lae and Madang, as well as 
the Highlands region.

ADB’s assistance to the power infrastructure 
in the 1990s included loans to support 
hydropower sites and to reinforce the Ramu 
grid, as well as various technical assistance 
projects involving gas-based power generation, 
power system planning, institutional 
assessments by the PNG Electricity Commission, 
reviews of electricity tariffs, and hydropower 
planning. 

After an absence of a few years, ADB is again 
meeting PNG’s energy needs. In 2009, ADB 
completed a technical assistance project 
supporting the adoption of a national power 
sector development plan that would include 

a power demand forecast and a least-cost 
supply strategy. ADB is also preparing a 
town electrification project that will provide 
hydropower to provincial cities. The project  
is assessing five sites that will generate  
2–5 megawatts each. Construction could  
begin in 2011. 

As part of a regional technical assistance project 
begun in 2009, Promoting Energy Efficiency 
in the Pacific, ADB may help PNG Power install 
capacitors to reduce interference in the main 
grids from private power systems. 

In 2009, ADB completed a 
technical assistance project 
supporting the adoption 
of a national power sector 
development plan that would 
include a power demand 
forecast and a least-cost supply 
strategy
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Operational Effectiveness: 
Improving Efficiency and 

Performance

Historically, systemic institutional weaknesses—
including acute shortages of skilled personnel 
in key areas such as general and financial 
management, and a lack of funding for 
essential non-staff costs—have been a chronic 
problem in PNG and a detriment to ADB’s 
portfolio performance. 

Of 24 ADB public sector loans from 1995 
to 2007 that received performance ratings, 
17 were rated partly successful and two 
were rated unsuccessful, according to ADB’s 
country strategy and program midterm review, 
2006–2010. Going back to 1975, only 40% of 
all PNG projects were rated successful, based 
on the combined results of several evaluation 
mechanisms. 

But the tide is changing. In line with ADB’s 
Pacific Approach 2010–2014, the focus of 
assistance has now been widened to include 
promoting consensus and a sense of ownership 
when it comes to initiatives by governments, 
civil society organizations, and local 
communities. This means paying more attention 
to the means of delivering assistance as well as 
to the types of assistance. 

ADB strongly supports the PNG Declaration on 
Aid Effectiveness, which the government and its 
development partners signed in 2008 to localize 
the Paris Declaration. Progress in implementing 

ADB’s recent transfer of project 
administration staff from its 
headquarters in Manila to its PNG 
resident mission has generated 
a shift toward consensus and 
ownership in PNG

the Declaration on Aid Effectiveness is tracked 
through indicators, and ADB has set its own 
targets. ADB will also continue to promote 
harmonization by pursuing its sector-wide 
approach to health, boosting its collaboration 
with AusAID in transport projects, and by 
helping the government expand partnerships 
with the private sector. 

ADB has been rated highly in the strategic area 
of cooperation with civil society organizations 
to stimulate demand for transparency and 
results, and with NGO partners in monitoring 
on-the-ground delivery of outputs. 

ADB’s recent transfer of project administration 
staff from its headquarters in Manila to its PNG 
resident mission has generated a shift toward 
consensus and ownership in PNG. In transport, 
for example, project implementation officers 
at the resident mission work closely with 
colleagues in the Works Department. The team 

A subsistence farmer uses an ADB-paved road in Western 
Highlands.
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Morale, confidence, and capacity 
have improved in the Works 
Department’s ADB teams, both 
in Port Moresby and in the 
field. “Works has teams in five 
provinces in the Highlands,”  
says ADB’s Allan Lee, the 
resident mission’s country 
portfolio manager

frequently visits the field, and is constantly in 
touch with field officers, project consultants, 
and contractors, helping to resolve issues and 
pressing them to meet deadlines. 

Morale, confidence, and capacity have improved 
in the Works Department’s ADB teams, both 
in Port Moresby and in the field. “Works has 
teams in five provinces in the Highlands,” says 
ADB’s Allan Lee, the resident mission’s country 
portfolio manager. “We know all the team 
members and they certainly know us and our 
expectations for the delivery of kilometers of 
rehabilitated roads.” As a result, service delivery 
improved in 2009, and this hands-on approach 
augurs well not only for an extensive road 
program, but also for major maritime and civil 
aviation infrastructure projects.

ADB has seen promising results from its HIV 
prevention and control project, which includes 
a private sector participation model for 
delivering health services in rural areas.

There has been substantive progress in 
microfinance, and in helping the government 

prepare and implement a public–private 
partnership strategy that will alleviate PNG’s 
capacity constraints. 

A combination of greater efforts by ADB and 
the government to improve on-the-ground 
delivery, the government’s improving revenues 
and fiscal situation in recent years, and 
attempts to address capacity constraints is 
making it possible for PNG to reach targets in 
line with ADB’s overall goal of an 80% project 
success rate by 2012. 
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Future Challenges

PNG’s commodity-reliant economy has proven 
resilient, with about 4.5% growth in 2009 
despite sharp falls in export prices and an 
estimated 20.0% drop in government revenues. 
The economy is expected to maintain solid 
growth in 2010, helped by last year’s fiscal 
stimulus and the gearing up of business activity 
related to the $15 billion LNG project in the 
Highlands, which will start generating revenue 
from as early as 2013.

Windfall revenues from the LNG project, initially 
through profit sharing in an equity partnership, 
will provide the government with a unique 
opportunity to improve living standards for 
the general population. But improved public 
financial systems and strong governance are 
needed to manage these revenues soundly and 
transparently. Any inflation caused by the LNG 
project will have to be managed. 

Windfall revenues from liquefied natural gas will provide the government with a unique opportunity to improve living 
standards for the general population.

“The challenge is twofold,” says Dominic 
Mellor, ADB’s country economist based in 
Port Moresby. “Commodity prices are volatile, 
so one challenge is to manage that volatility. 
The second is to translate revenue into service 
delivery, and align it to priority areas and 
manage it through the budget process so it can 
be tracked and monitored.”

Despite the country’s promising outlook, 
enormous development challenges remain. 
Much of the public infrastructure—such as 
roads, schools, hospitals, and power supply— 
is inadequate or in poor condition. 

Commodity prices are volatile, so 
one challenge is to manage that 
volatility 
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Human development indicators remain low. 
Just over a third of the population (35.8% from 
1996) lives on $1.25 or less a day, according to 
the Millennium Development Goals database 
of the United Nations Economic and Social 
Commission for Asia and the Pacific. The 
challenge is to halve this to 17.9% by 2015.

Out of 1,000 children, 62 die before the age 
of 5, and the goal is to halve this figure by 
2015. Less than half of all schoolchildren 
(46.5%) complete primary school, and the goal 
is to achieve 100% completion rates by 2015. 

ADB’s PNG country strategy and program, 
2006–2010, helped the government realize 
its Medium Term Development Strategy 
2005–2010, with a focus on delivering basic 
services.

To support the government’s goal of improving 
and expanding people’s access to physical 
infrastructure, ADB has significantly increased 
investments in roads, ports and water transport, 
and civil aviation. 

To improve social conditions, ADB plans follow-
up projects in HIV and primary health care, 
as well as in microfinance. These high-impact 
interventions will build upon earlier successes, 
directly bettering the lives of many more Papua 
New Guineans, mostly in rural areas, who 
would otherwise be overlooked. 

There is also much promise in ADB’s plans 
to develop the private sector by helping 
the government open markets, increase 
competition, and create a more secure legal 
environment for doing business. 

ADB’s PNG country strategy and 
program, 2006–2010, helped the 
government realize its Medium 
Term Development Strategy 
2005–2010, with a focus on 
delivering basic services

Photography by Ian Gill.

For more information, visit www.adb.org/PapuaNewGuinea/
default.asp or contact Charles Andrews, country director,  
Papua New Guinea Resident Mission (candrews@adb.org).
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As Papua New Guinea’s mainstay development partner since 1971, the Asian 
Development Bank (ADB) has helped the government build solid foundations in physical 
and social infrastructure. ADB is engaged in projects to strengthen land, water, and air 
transport; develop clean power; encourage private sector development; and improve 
human resources by providing primary health care and basic financial services through 
microfinance. All this has helped the commodity-based economy continue steady 
economic growth despite the global downturn. Papua New Guinea is the largest recipient 
of ADB assistance in the Pacific, with a total of $1,272 million in approved loans and Asian 
Development Fund grants of $15 million by the end of 2009.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries substantially reduce poverty and improve the quality of life 
of their people. Despite the region’s many successes, it remains home to two-thirds of the 
world’s poor: 1.8 billion people who live on less than $2 a day, with 903 million struggling 
on less than $1.25 a day. ADB is committed to reducing poverty through inclusive 
economic growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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