
Papua New Guinea (PNG) is rich in natural resources but faces significant development 
constraints, including challenging geography, extreme ethnic diversity and population 
dispersion, and poor social indicators to track a rapidly growing population. These challenges are 
exacerbated by a serious HIV/AIDS epidemic, an d a failure to generate broad-based economic 
growth and job creation, despite substantial income from natural resources. The country also 
suffers from weak public services and governance difficulties.

In spite of these issues, the economy is growing at its strongest rate in over a decade, 
reflecting increased business confidence, high employment growth, stronger investment 
and higher business profits. This improved growth picture stems from a combination of firm 
international commodity prices, improved political stability, prudent macroeconomic and fiscal 
policies, and low interest and inflation rates. These gains need to be consolidated over the 
medium term.

The Government’s Medium-Term Development Strategy (MTDS) emphasizes three broad 
development goals. These are to convert natural resource rents into sustainable development 
outcomes, to broaden the base of the economy and the basis for economic growth, and 
to tackle poor indicators of human and social development. Ensuring good governance, 
encouraging export-driven economic growth, and fostering rural development and human 
resources will help improve living standards.

Relationship with ADB
PNG has received $1,027.0 million in total lending assistance since joining the Asian 
Development Bank (ADB) in 1971. It is the largest borrower for the public sector. Within the 
private sector, ADB has made investments in two private equity funds—Kula Fund I and Kula 
Fund II Limited—aggregating to $8 million. Kula Fund I provides venture capital assistance to 
new and existing enterprises in ADB’s Pacific developing member countries (PDMCs) in the form 
of equity and equity-linked instruments (such as preferred shares and convertible bonds). While 
Kula Fund II Limited provides long-term equity finance for small- and medium-sized enterprises 
in PDMCs. Both funds are diversified across a variety of industries and sectors.
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Table 1. Papua New Guinea:  
Development Indicators
Non-MDG 

Population in millions 6.25  (2007)

Annual population  2.7 (2005–2007) 
 growth rate (%)

Adult literacy rate (%) 57.3 (2000)

Percent of population  13.0 (2006) 
 in urban areas

MDG 

Percent of population  30.2 (1996) 
 living on less than  
 $1 a day

Percent of population  37.5 (1996) 
 living below the  
 national poverty line

Under-5 mortality rate  73 (2006) 
 per 1,000 live births

Percent of population  39 (2004) 
 using an improved  
 drinking water source

… = data not available, MDG = Millennium 
Development Goal.
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Basic Statistics 2008. Manila. 
UNESCO. 2008. Institute for Statistics Data  
 Centre. 
UNSD. 2008. Millennium Development 
 Indicators Database Online.



of December 2007, 14 ongoing loan projects cover agriculture 
and fisheries, road and water transport, skills development and 
microfinance, water supply, and public sector financial management.

Although there are no ongoing health sector loans, ADB has 
long been a key partner for PNG in health, and support resumed 
in 2006 with a $15 million grant from Asian Development Fund 
resources (with a further $7 million cofinancing) for HIV/AIDS 
protection and treatment in rural development enclaves.

Recognizing the critical role of private sector development 
in overall growth, ADB is implementing large, grant-financed, 
technical assistance projects that include the gas and power sectors,

The Country Strategy and Program can be found at www.adb.
org/Documents/CSPs/PNG/2006/default.asp.

Impact of Assistance
An ongoing pilot project covering support services for smallholder 
farmers has had a notable direct impact on reducing poverty. 

In recent years, training and advisory services have deteriorated 
for various reasons and improving the delivery of services has 
been an important target of the Government’s public service 
reforms. In this case, it was felt that contracting out smallholder 
support services, for example, to private sector operators and 
nongovernmental organizations, rather than relying on the 
traditional public sector employees might achieve better results. 

Established in two provinces, the pilot project has improved 
services and, as a result, project beneficiaries have shown an interest 
in helping shoulder the project expenses. Given the positive impact 
of the project on the lives of smallholder farmers, the Support 
Services Contract Facility (SSCF) concept is now being undertaken  
by the Government through its National Agriculture Development 
Plan (NADP).

Another significant, directly poverty-related project focuses 
on rehabilitating and upgrading feeder roads in the Highlands 
Region, where much of the population lives. Deteriorating 
road infrastructure, especially in the mountains, is proving to 
be a significant impediment to development. Recognizing the 
importance of good road transport, the Government has made 
restoring transport infrastructure a top priority. The project is 
progressing well, and the transport benefits—notably in access to 
markets for produce and services—are obvious. As clear evidence  
of the perceived benefits, at the Government’s request, ADB 
recently provided supplementary financing for the project.

In December 2007, ADB provided funding for the expansion 
of Lae Port, the largest and most important port in the country. 
Benefits include providing a timely and cost effective transportation 
solution to the Highlands region, which forms part of the backbone 
of the economy.

Future Directions
Together with the Government, ADB revised its operational strategy 
for PNG to align with the MTDS. The emphasis puts a tight focus 
on public financial management, private sector development, 
transport, and HIV/AIDS and health. In addition, at Government 
request, ADB has been helping to prepare for the proposed 
development of gas resources and power in PNG.

In public financial management, ADB is preparing for likely 
supplementary financing to support the Government’s successful 

Table 2. Papua New Guinea: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 510 590 700 770 …

GDP growth  
 (% change per year)

2.2 2.7 3.4 2.6 6.2

CPI (% change per year) 14.7 2.2 1.8 2.4 2.5
Unemployment rate (%) … … … … …
Fiscal balance (% of GDP) -1.0 1.6 0.1 3.1 1.7
Export growth  
 (% change per year)

34.4 15.6 28.4 27.3 18.1

Import growth  
 (% change per year)

10.3 22.4 4.6 30.5 30.9

Current account (% of GDP) 3.9 3.1 12.4 7.4 4.3
External debt (% of GNI) 79.0 60.4 41.4 33.0 …

... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2008. Asian Development Outlook 2008. Manila. 

World Bank. 2008. Global Development Finance Online. 
World Bank. 2008. World Development Indicators Online.

The Country Strategy and Program for 2006–2010, approved 
in June 2006, focuses on key strategic areas, including public 
financial management, private sector development, the transport 
sector, and health and HIV/AIDS. In addition, reforming public 
sector enterprises remains a key issue. Proposed lending program 
reflects both the tighter focus of ADB operations in PNG and the 
Government’s wish—strongly endorsed by ADB—to continue 
its successful reduction of overall public debt from earlier 
unsustainable levels.

Beginning in 2001, PNG’s borrowing from ADB was lower than 
in earlier years, with only four new loan projects approved from 
2001 to 2004 and none in 2005. Borrowing has since picked up, 
with two loans approved in 2006 for supplementary financing of 
a road project, and another two loans in 2007 for a port project, 
one of which is complemented by a $1.5 million JFPR project. As 

Table 3. Papua New Guinea: 2007 Loan, TA, and Grant 
Approvals ($ million)

Loans

Sovereign Nonsovereign TA Grants Total

100.00 – 1.87 2.25 104.12

– = nil.

Cumulative Lending (as of 31 Dec 2007) : $1,026.99 million
Cumulative Disbursements (as of 31 Dec 2007) : $690.71 million

Table 4. Papua New Guinea: Cumulative ADB Lending  
as of 31 December 2007

 
Sector

Loans 
(no.)

Amount  
($ million)

 
%a

Agriculture and Natural Resources 9 150.45 14.7
Education 4 55.90 5.4
Energy 5 43.03 4.2
Finance 4 32.10 3.1
Health, Nutrition, and Social Protection 8 114.01 11.1
Industry and Trade 1 8.40 0.8
Law, Economic Management, and 
 Public Policy

2 95.80 9.3

Multisector 7 55.90 5.4
Transport and Communications 17 425.86 41.5
Water Supply, Sanitation, and  
 Waste Management

4 45.55 4.4

Total 61 1,026.99 100.0

a Total may not add up because of rounding.



ongoing Financial Management Improvement Program. Under 
the program, ADB, together with the Australian Agency for 
International Development (AusAID) and the United Nations 
Development Programme (UNDP), are helping to strengthen 
financial management tools by introducing new systems 
throughout government. In the transportation sector, ADB 
envisages further support for road infrastructure by rehabilitating/
upgrading sections of the existing National Highway in Southern 
Highlands Province, along with other important links to the 
Highlands Highway in Enga Province. The Project is expected 
to provide an improved road transport system integrating the 
Highlands Region into the mainstream economy. In the energy 
sector, ADB is preparing a feasibility study for a power sector project 
and assessment of its long-term sustainability.

It includes the need for stronger public financial management, 
for enhanced public sector performance (including state-owned 
enterprises), and for stronger accountability and anti-corruption 
mechanisms.

It is critical to spread the benefits of growth widely, which 
requires private sector development, particularly in the rural areas 
where the bulk of the population lives. Key challenges include 
inadequate infrastructure, peace and order problems, land tenure 
issues, and a still difficult business environment. Deteriorating 
service delivery, especially in the rural areas, is a decline that must  
be turned around.

Partnership
As PNG’s key external partner, Australia has provided generous 
development assistance since PNG’s Independence. ADB works 
closely with Australia in developing and implementing the ADB 
program. To maximize the effectiveness of its operations, ADB 
has developed strong partnerships in key sectors and thematic 
areas, including health, financial management, transport, and 
procurement.

ADB also works closely with other development partners, 
including the World Bank, Government of New Zealand, and  
UN agencies.

ADB cooperates with civil society organizations in PNG to 
strengthen the effectiveness, quality, and sustainability of the 
services it provides. For example, through the Employment-Oriented 
Skills Development Project, ADB supported the nongovernmental 
organization, Hope World Wide PNG, to train unemployed youths 
in urban market gardening. The organization established business 
linkages with supermarkets and restaurants, and supported young 
farming entrepreneurs to join forces in providing a regular supply  
of high-quality vegetables.

Table 5. Papua New Guinea: Project Success Rates
 
By Sector

 
Percentage

Evaluation  
(no.)

Agriculture and Natural Resources 16.7 6
Education 0.0 2
Energy 0.0 2
Finance 0.0 3
Health, Nutrition and Social Protection 0.0 5
Industry and Trade 0.0 1
Law, Economic Management, and Public Policy 0.0 1
Multisector 75.0 4
Transport and Communications 71.4 7
Water Supply, Sanitation, and  
 Waste Management

66.7 3

Total 32.4 34

By Year of Approval

2000s 0.0 2
1900s 27.3 11
1980s 38.5 13
1970s 37.5 8

Table 6. Papua New Guinea: Portfolio Performance  
Quality Indicators for Sovereign Lending, 2006–2007
Number of Ongoing Loans  
(as of Dec 2007)

14 

2006 ($ million) 2007 ($ million)

Contract Awards/Commitments 23.07 38.90
Disbursements 29.28 27.41
Loans at Risk (%) 8.3 21.4

Cofinancing and Procurement
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing of  
ADB projects. The additional funds are provided in the form of 
grants, official loans, or credit enhancement products.

In 2007, the Lae Port Development Project was provided with 
a $0.75 million grant cofinancing from the HIV/AIDS Cooperation 
Fund and a $6.0 million loan cofinancing from the OPEC Fund for 
International Development.

As of year-end 2007, cumulative direct value-added 
cofinancing for Papua New Guinea amounted to $64.8 million 
for nine investment projects, and $4.4 million for seven technical 
assistance projects. A summary of investment projects with 
cofinancing is available at www.adb.org/Documents/Fact_Sheets/
PapuaNewGuinea/cofinancing.asp.

A summary of procurement contracts awarded to companies 
and consultants from PNG for goods and works, and consulting 
services can be found at www.adb.org/Documents/Fact_Sheets/
PapuaNewGuinea/procurement.asp.



About Papua New Guinea and ADB
Papua New Guinea is the 28th largest shareholder among regional members 
and the 36th largest shareholder overall.

ADB Membership
Joined 1971
Shares held 3,320 (0.09%)
Votes 16,552 (0.37%)

Kyung-Hoh Kim is the Executive Director and James Tsuen-Hua Shih  
is the Alternate Executive Director representing Papua New Guinea on the 
ADB Board of Directors.

Allan Lee, Head, Project Administration Unit, is the Officer-In-Charge for 
Papua New Guinea. The Papua New Guinea Resident Mission (PNRM) was 
opened in 2003 and provides the primary operational link between ADB 
and the government, private-sector, and civil-society stakeholders in its 
activities. PNRM engages in policy dialogue and acts as a knowledge base 
on development issues in Papua New Guinea.

The Papua New Guinea government agency handling ADB affairs is the 
Department of National Planning and Monitoring, with the Department  
of Treasury responsible for loans.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the 
region and 19 from other parts of the world. ADB’s main instruments for 
helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance (TA). Over the last 
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion, 
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

Contacts
Papua New Guinea Resident Mission
Level 13, Deloitte Tower, P.O. Box 1992 
Port Moresby, National Capital District
Papua New Guinea
Tel +675 321 0400/321 0408
Fax +675 321 0407
adbpnrm@adb.org
www.adb.org/PNRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry for Treasury and Finance
Vulupindi Haus 
P.O. Box 542, Waigani 131
Papua New Guinea
Tel/Fax +675 312 8817/312 8844

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/papuanewguinea

Asian Development Outlook
www.adb.org/Documents/Books/
ADO/2008/PNG.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2007/

In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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