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OVERVIEW



PSDI has been able to plan for considerable expansions of its support to Papua New Guinea (PNG) after the Government of Australia granted an additional $8 million for PNG activities in June 2015. The additional funding is enabling PSDI to support requests from the Government of Papua New Guinea for further assistance in promoting access to finance, enhancing the competition framework, further support for reforming state-owned enterprises (SOEs), implementing the public-private partnership (PPP) framework, and scaling-up economic empowerment of women projects. This increased funding means PNG is likely to soon move past Solomon Islands to become the biggest recipient of PSDI spending, which it was in 2015-2016. PSDI initiatives in PNG accounted for $894,000 in 2015-2016, bringing total expenditure since 2007 to $4.75 million. Financing growth work has accounted for 36% of this overall figure and 24% of the 2015-2016 spend, which funded initiatives to improve the stability of PNG’s financial system and the implementation of a secured transactions framework. Support for competition now accounts for PSDI’s second largest allocation to PNG, amounting to $995,000, or 19%, of overall spending and $520,000, or 58%, in 2015-2016. This is followed by spending on PPPs, which makes up 15% of overall spending but was not pursued in the last financial year. Spending on SOE reform accounted for 13% of last financial year’s spend and 8% overall; analytical work, which encompasses two private sector assessments, accounts for 10% of overall spending; and economic empowerment of women initiatives account for 2%. A PSDI Private Sector Development Coordinator has been based at the Asian Development Bank (ADB) Resident Mission in PNG since January 2010. The coordinator promotes effective private sector development policies and practices through dialog with the government and other stakeholders; supports the implementation of PSDI initiatives; and identifies opportunities to develop ADB’s private sector operations in PNG.



CURRENT AND FUTURE PROJECTS



OUTCOMES AND RESULTS



FINANCING GROWTH PSDI provided technical assistance to MiBank (formerly Nationwide Microbank) between 2011 and 2013 to develop an innovative mobile telephone-linked bank account, MiCash. PSDI supported development of appropriate audit and risk management processes for MiCash, which were completed in April 2012; a review of the MiCash pilot in West New Britain Province, which was completed in June 2012; and the development of a MiCash training program for staff and agents, which was completed in March 2013. PSDI continued its support for MiBank through 2015–2016, focusing on the development of a business model to increase its regional presence, should it decide to do so. PSDI also funded the design of the Microfinance Expansion Project (MEP), a $24 million sector-wide program cofinanced by the governments of Australia and PNG. The MEP focuses on strengthening institutions; financial literacy and business development skills training; developing appropriate regulation for and supervision of the microfinance sector; and establishing a risk share facility for partner institutions to promote credit expansion to micro- and small-enterprises. Implementation began in 2011 and the MEP will run until the end of 2017. The Personal Property Security Act was passed in December 2011 and an online registry was launched in January 2016 and activated in May 2016. PSDI’s ongoing assistance will focus on working with lenders to make them aware of the impact of the reform and the opportunities the reform provides for the use of movables finance products. PSDI undertook a financial sector assessment in conjunction with the private sector assessment that was released in May 2015, as well as a review of draft capital markets legislation for the Securities Commission of PNG. Through the second half of 2015, PSDI has been working closely with Bank PNG to improve the stability of PNG’s financial system. An assessment of the regulatory regime applying to investment managers and an assessment of financial sector interconnectedness have been completed and their policy implications are currently being discussed with Bank PNG.



OUTCOMES AND RESULTS



STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS In September 2014, Parliament passed the PPP Act, which was developed with PSDI support. The act will allow a PPP program to form, enable PPP transactions to be prepared in a transparent and predictable manner, and reduce risks to private sector participation. Since its passage, PSDI has developed an implementation strategy, a PPP project pipeline, a business plan for a PPP Centre, position descriptions, a project development facility concept note, and supported the development of regulations. These efforts are aimed at operationalizing the supporting institutions necessary for the implementation of the act before its gazettal. PSDI presented updated Port Moresby and Lae Airport PPP assessments to the National Airports Corporation in November 2013, and completed a detailed PPP options study for the new Lae Port in May 2014. Since the Lae Port analysis was completed, ADB’s new Office of Public-Private Partnership has been in discussions with the government to offer transaction support. PSDI will continue to provide input into ADB infrastructure project designs to identify potential PPP opportunities and ensure their consistency with PNG’s Community Service Obligation (CSO) Policy for SOEs. PNG participated in the 2012, 2014, and 2016 Finding Balance SOE benchmarking studies. The October 2014 launch of the study in Port Moresby generated substantial press coverage and public debate around the role of SOEs in the economy. .
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CURRENT AND FUTURE PROJECTS



STATE-OWNED ENTERPRISE REFORM AND PUBLIC-PRIVATE PARTNERSHIPS The CSO Policy for SOEs, which was developed with PSDI support, was approved by the National Executive Council (NEC) in December 2013. The policy requires full transparency in identifying, costing, contracting, and financing CSOs. The NEC directed the policy to be piloted in three SOEs, work which PSDI has been supporting since mid-2014 in collaboration with an interdepartmental working group. Of the three SOEs selected for the pilot, one—National Airports Corporation—has been able to provide the necessary data to develop detailed CSO cost estimates and a CSO contract was prepared in the fourth quarter of 2015. The CSO working group intends to use the first successful CSO contract and underlying methodology to expand the application of the policy to additional SOEs in 2016. Since January 2016, PSDI has been collaborating with PNG Power to introduce renewable energy in isolated diesel centers on a PPP basis. This work builds upon a call for expressions of interest launched by PNG Power in early 2015 and aims to conclude PPP agreements using solar energy in selected sites. PSDI has had ongoing dialog with PNG’s Department of Public Enterprises to define measures that could strengthen the legal and regulatory framework for SOEs.



CURRENT AND FUTURE PROJECTS



ECONOMIC EMPOWERMENT OF WOMEN PSDI is implementing a pilot project that helps business women operating in the informal sector—in this instance, fisherwomen— formalize their businesses by providing finance for growth plus relevant training. The project also facilitates greater access to markets for women operating small-to–medium-sized businesses by helping them access finance to grow their operations. A memorandum of understanding was signed with Nationwide Microbank (now MiBank) in July 2014 to provide finance and financial skills training. Other training on product development and organizational governance will be provided by PSDI throughout 2016 to strengthen the ability of these women entrepreneurs to operate sustainable businesses over the long term. PSDI is also working with local organizations to promote the participation of rural women in agricultural production by providing training in agricultural production methods, helping them access finance through the secured transactions framework, assisting with access to markets, and supporting accountable governance of local organizations. By creating such supportive institutional frameworks, PSDI expects to improve the lives of more than 6000 rural women, assisting in their transition from subsistence activities to active participants in the private sector. PNG’s PSDI-supported Competition and Consumer Review recognizes the need for policies, laws, and institutions to be responsive to the needs of women as producers, consumers, and employees. One of the review’s issues papers, Consumer Protection and Economic Empowerment of Women, directly assessed how such laws affect women and made recommendations for how legal reforms could economically empower women and facilitate their role in the private sector. This work is continuing through 2016.



CURRENT AND FUTURE PROJECTS



COMPETITION AND CONSUMER PROTECTION PSDI began the comprehensive Consumer and Competition Framework Review at the request of the Department of Treasury in late 2014. The review has a broad scope, encompassing the industry regulation, price control, and productivity review functions of the Independent Consumer and Competition Commission (ICCC), as well as its general competition law and consumer protection responsibilities. Extensive stakeholder consultation has been carried out, including interviews, public workshops, and consumer focus groups. PSDI anticipates the review will lead to recommendations for legislative reforms, capacity building within the ICCC, and changes in administrative and regulatory practice. In mid-2015, Australia’s Department of Foreign Affairs and Trade requested PSDI manage Australia’s financial support to the ICCC. PSDI has agreed to do so for three years years and is currently supporting the ICCC in its ongoing competition, consumer protection, regulatory, price control, and productivity review functions, and in necessary capacity building, including its capacities to investigate violations and prosecute enforcement actions.



ANALYTICAL WORK A private sector assessment for PNG, Building a Dynamic Pacific Economy: Strengthening the Private Sector in Papua New Guinea, was published in April 2015.



ASIAN DEVELOPMENT BANK Pacific Private Sector Development Initiative Pacific Liaison and Coordination Office Level 20, 45 Clarence Street, Sydney, Australia



Tel +61 2 8270 9444 • Fax +61 2 8270 9445 [email protected] • @ADB_Sydney_PSDI www.adbpsdi.org • www.adb.org/plco/psdi



PSDI works with ADB’s 14 Paciﬁc developing member countries to improve the enabling environment for business and address constraints to private sector development in support of sustainable and inclusive economic growth.



PSDI is a regional technical assistance facility co-financed by the Asian Development Bank, the Government of Australia, and the Government of New Zealand.
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