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Executive Summary 
The Economic and Public Sector Program (EPSP) is a significant initiative, conceived and designed collaboratively by the Governments of PNG and Australia. It replaces the existing Advisory Support Facility (ASF) and will address the needs of central agencies in their role as key enabling institutions supporting effective government in PNG, with a focus on the equitable delivery of services to the men and women of PNG. There is an inextricable relationship between strengthening the capacity and systems of central agencies and enhancing servicing delivery. Through EPSP whole-of-government resources will be targeted to supporting central agencies to achieve their reform priorities and enhance their contribution to the monitoring and improvement of service delivery. 
PNG’s policy framework for public sector management is strong, as expressed through the Medium Term Development Strategy (MTDS), Medium Term Fiscal Strategy (MTFS), Medium Term Debt Strategy (MTdS), and work in progress on the Medium Term Financial Management Strategy (MTFMS) and revised Public Sector Reform Strategic Plan. The Government of PNG (GoPNG) is preparing new long term development strategies to strengthen its policy framework. 
Recent reviews, particularly GoPNG’s 2007 Review of the Public Sector Reform Program, confirm PNG weaknesses lie in policy coordination, leadership and management, implementation and reporting. At the same time, donor interventions have met with uneven success. The 2007 Review concluded that ‘the future public sector reform challenge for Government is to design and lead an unambitious and controlled reform program that enables a critical spotlight to be shone on any agency at any time.’
EPSP will therefore target a new approach. The program will facilitate high level PNG coordination and management of resources supporting economic and public sector development by working directly through the Department of Prime Minister and National Executive Council (PM&NEC), to the Central Agencies Coordinating Committee (CACC). At the agency level, the program will build stronger relationships and foster joint problem identification, development of support packages and teamwork. To create demonstration effects, most initial support will focus on agencies and managers that can deliver demonstrable results within a reasonable time frame.  
EPSP provides an integrated framework to contribute to the priority outcomes of the PNG-Australia Partnership for Development, and will be a centrepiece of efforts to achieve priority outcome 4: An Efficient and Effective Public Service.  It will also contribute to achieving priority outcome 5: Development Policy and Program Formulation Based upon Sound Statistics and Performance Reporting. Improving the living standards of Papua New Guineans and making progress towards the Millennium Development Goals (MDGs) hinge upon the generation of capacity and motivation in public service systems, organisations and people, to manage and implement public resources to deliver services.
EPSP will support appropriate diagnostics underpinned by previous analysis that will assist GoPNG agencies to identify problems, priorities and initiatives. EPSP will also continue Australian support for the Public Sector Workforce Development Program (PSWDP) and Financial Management Improvement Program (FMIP), including the Provincial Capacity Building Program (PCaB) (refer to Annex 4 for an overview of existing GoPNG programs). Coordination with the separate but complementary Strongim Gavman Program (SGP) will be achieved through EPSP. The program will also interface with and support activities sponsored by other AusAID programs, including cross-cutting initiatives at the sub-national level and within line agencies supporting improved service delivery across PNG.
Five key features in the EPSP approach will enhance the program’s effectiveness:  
· Integration and coordination of Australian and PNG initiatives that are supporting public sector reform and economic growth; 

· A clear link to service delivery to enable improvements in the effectiveness of central agencies to deliver a perceptible impact on the ability of line agencies and sub-national governments to deliver services to men and women across PNG; 
· A re-orientation of focus and effort to implementation of policies, programs and budgets as PNG’s planning and strategy documents are already relatively robust; 
· Building systems, information flow and capacity at the sub-national level in recognition of the crucial role sub-national governments play in service delivery, as a complement to the Provincial Performance Improvement Initiative (PPII); 
· Incentives for change with a focus on influencing the motivations of managers and staff as well as support for leaders who are champions of a more effective public sector. 
The EPSP aims to achieve incremental improvements in public sector performance through a long-term capacity development approach. It is structured around a results framework, which provides the goal, results and outcomes the program aims to achieve over its 10 year timeframe. The results articulate the systemic change the program hopes to achieve by 2020 (i.e. in 10 years of program implementation), while the outcomes will measure significant progress to achieving the goal and result areas and have a shorter time horizon of the first five years of program implementation. 
The goal of EPSP is consistent with the common purpose of the development strategies of both PNG and Australia, and reflects the priorities agreed in the PNG-Australia Partnership for Development. The goal is:
An effective and efficient public service that focuses on service delivery for the men and women of PNG and creates an enabling environment for broad-based economic growth.
The result areas for EPSP are: 
Result 1
A more skilled and effective public sector workforce 

Result 2
Improved use and management of public financial resources 

Result 3
Government is more informed, transparent and accountable 

Result 4
Policy and regulatory settings are more supportive of sustainable broad-based growth 

Based on expenditure priorities in the economic and public sector and the current absorptive capacity of central agencies, the proposed budget from the Australian aid program for EPSP is up to A$25 million per year for an initial five years. Actual program expenditure will depend on the extent to which effective use of the funding can be demonstrated in the initial years to achieving incremental improvements in public sector performance.

Understanding and responding to drivers of change forms a key part of EPSP’s logical approach to program implementation. The program is founded on a cycle of effective joint diagnostics, tackling key systemic issues within a structured results framework, building stronger relationships with good performers, and providing opportunity for organisational learning and improvement. 

Within the results framework, and recognising the conditions required and incentives for change, the program will develop an annual Strategic Framework to prioritise and coordinate program resources in jointly agreed activities that are considered essential for improving public sector performance, service delivery and growth. It will be jointly developed and updated each year and will detail a responsive implementation plan using all resources available, including SGP and twinning activities. The Strategic Framework is the centrepiece of the program’s facilitation of whole-of-government coordination. It will facilitate high-level dialogue between Australia and PNG, through the CACC, and align to the high level commitments outlined in the Public Service Schedule to the PNG-Australia Partnership for Development to leverage GoPNG funding to joint initiatives. 
EPSP is an integrated response to capacity development needs, representing a significant advance on the ASF approach of silo-like responses using a single form of aid mechanism. EPSP will formalise stronger relationships with partner agencies, in many cases building on existing relationships, and implement agency-specific, tailored packages of assistance through Partnerships for Capacity Development. The Partnerships will allow agencies to access a range of development resources, including technical assistance (including SGP), targeted training, twinning and targeted research and analysis. They will support diagnostics and problem identification, followed by management and work unit discussion and design of capacity and systems development initiatives. The Partnerships will also contribute to GoPNG’s monitoring of agencies’ performance against an increased focus on results, and to monitoring capacity building efforts. 
Additional support for partnership initiatives will be provided through the establishment of a Capacity Development Fund, comprising up to 30 per cent of the program value.  The Fund will support co-financed programs and incentive-based grant funding, as well as information collection, disaggregation and dissemination. Where possible, support will be transparently managed, financed and monitored within PNG systems.

Technical assistance is only one part of the capacity building equation. In EPSP it will be appropriately managed and limited over time. In the early years of the program there is an acceptance that technical assistance will form the majority of overall program costs as demand for technical advisory support by GoPNG remains high. Other forms of aid such as direct grants will in most cases require a longer establishment phase whereby appropriate systems and processes are agreed and/or put in place before operation. 

EPSP will be, as much as possible, embedded in existing GoPNG structures. As such, its peak body is the CACC, which will provide the strategic guidance to the program and will be the ultimate oversight body for the program’s monitoring and evaluation. The role of CACC is central to improving the effectiveness of PNG’s public administration processes, and feeds directly into the decision-making processes of the National Executive Council (Cabinet) and Parliament. By housing EPSP within the CACC structure, program management operations will support and strengthen CACC’s capacity to lead and coordinate GoPNG policy processes, and to support greater coherence across GoPNG programs.
AusAID will play a key role in setting the strategic direction of the program and has responsibility for overall management and coordination of AusAID’s assistance to the economic and public sector. It will facilitate coordination between EPSP and other relevant AusAID programs – the ‘whole of aid program’ coherence. To achieve this, AusAID will employ two key positions under the program: a Public Sector Adviser located initially in AusAID’s PNG Country Office; and a Policy Coordinator (AusAID officer) co-located in the CACC Secretariat. AusAID and the GoPNG will jointly undertake a competitive international tender process to select a Managing Contractor, which will support program implementation.

An Economic and Public Sector Coordination Group will operate in PNG and comprise AusAID (both EPSP and Sub-National Strategy), SGP Team Leaders in economic and public sector agencies, DFAT and the EPSP Program Office. As well as inputting to EPSP implementation, this group will be a regular forum to discuss economic and public sector issues and provide a formal link to SGP home agencies and whole-of-government coordination structures in Australia. In particular, SGP Team Leaders have a key role in helping to shape priorities and activities under the program.

Monitoring and Evaluation (M&E) arrangements for EPSP are framed around the results framework, using mixed methods and with an emphasis on linking M&E with learning and planning. M&E will provide a valuable opportunity for organisational learning and improvement and link to strategic planning in a cycle of learning, reflection and planning. EPSP will also link evidence of change to an assessment of program performance.  Arrangements are structured to maximise the use of, and thereby strengthening of, GoPNG systems; and to comprehensive disaggregation of data. 

GoPNG is committed to developing a whole-of-government Performance Planning and Monitoring Framework (PPMF), and preliminary work has been done to develop the PPMF. Once implemented, it will summarise GoPNG’s policy agenda and monitor performance and progress of specific outcomes and outputs that government agencies are expected to deliver on an annual basis. EPSP will support the further development of PPMF if required. Ultimately the M&E arrangements for EPSP will be adjusted to align closely with the indicators and reporting requirements for GoPNG as a whole.  EPSP monitoring will directly feed into monitoring the PNG-Australia Partnership for Development outcomes as well as the PNG-Australia Development Cooperation Strategy and AusAID sectoral and cross-cutting programming.
1 Analysis and Strategic Context 

1.1 Design Preparation
Design consultations for the Economic and Public Sector Program (EPSP) began in 2005 when both the Government of PNG (GoPNG) and Government of Australia (GoA) recognised it would be mutually beneficial to replace the existing Advisory Support Facility (ASF) with a more cohesive, high level program in support of PNG’s economic and public sector development, accountable to the Central Agencies Coordinating Committee (CACC).  Full details of the design process are outlined in Annex 5.
The design is informed by the June 2007 GoPNG Review of the Public Sector Reform Program. Complementing this, a number of independent and joint reviews were completed during the design period, including of the ASF, Public Expenditure Review and Rationalisation (PERR) and Enhanced Cooperation Program (ECP) amongst others. Information provided by these reviews, plus other information provided by both governments, formed the basis for a comprehensive Situational Analysis in late 2007 and provided the analysis that underpins the design of EPSP.  
In February 2008, both governments came together in a design workshop to discuss and analyse economic and public sector information which might impact upon program design options and opportunities. Following the workshop a PNG Technical Reference Group (TRG)
 has guided the design process and ensured PNG’s strategic priorities are taken up in the design. 
1.2 Development and Policy Context
Mountainous terrain and the difficulties of transport and communication in PNG have led to the development of small, largely self-sufficient communities whose bonds of loyalty are local. In most areas, leaders or “big men” emerge on the basis of personal qualities and their ability to distribute goods to their followers, rather than from hereditary or longer-term institutional sources of power. Women are rarely included, and the fall and rise of leaders can be frequent, which results in a shifting, gender-defined power structure.    
The imposition of nationhood and large-scale formal Western-style institutions has not interfaced easily with these strong traditions and small-scale local bonds. At national level, the early generation of leaders educated in the national high schools showed a sense of nationhood and national goals but these post-independence gains are now being eroded by the politicisation of administration and service delivery, a lack of commitment to reform, the existence of counter incentives to change and a tendency to use formal, public systems to benefit private interests
.  
Symptoms of this decline include the uncertain and complex business environment, which undermines investment
, employment and broad-based growth at both national and local levels, and the continuing deterioration and under-funding of services. Capacity to implement and maintain investment projects has eroded, and the continuing deterioration of the road network makes it hard or impossible for people to get goods to market or reach aid posts and schools. Maternal and infant mortality have risen dramatically
 and PNG’s rating on the UNDP’s Human Development Index (HDI) has fallen markedly. Funds allocated to educational services are decreasing even though GDP has increased significantly
. 
Many at a local level, with little or no experience of effective public service delivery, have commensurately little idea of the role of government; some are unaware that they are entitled to services at all. Instead, they expect help from “big men” rather than government, which reinforces politicisation, diversion of resources from the budget and consequent further deterioration in public services. Many public servants, with sub-standard housing and at risk of wholesale “spill and fill” restructurings, are demoralised and trust in government is low. 
Impatient with the apparent inability of the responsible agencies to co-ordinate policies, manage money and deliver services effectively, politicians have increasingly found ways outside national agencies and structures. The most striking recent example is the grant of 14 million kina to each district through the District Service Improvement Program.  Given weak capacity for implementation and little provision for accountability, its impact on service delivery is uncertain and may be limited.  
The temptation to distribute resources outside national agency systems is understandable given the decline in services, but this can only be a temporary stop-gap. There is no durable substitute for making PNG’s own structures of government work better if the slide in social and economic services is to be halted and then reversed. The challenge has never been starker. The sustained commodity price boom over recent years and the impending Liquefied Natural Gas (LNG) project mean that the resources are there, but if they are not well-used the risks of inflation in the near-term, and deepening poverty in the medium to long-term, are great. Commodity-based projects may also lead to growth being confined to enclaves rather than broad-based: to counter this, economic policy and services must support a broad range of activities across rural as well as urban areas amongst both women and men. Broader-based growth would also provide a buffer for PNG against the decreasing demand for commodities that may have a severe impact on its economy in the near future. 
Despite national commitments which call for equal rights, respect and dignity for women
, economic and social indicators make it clear that life for women in PNG continues to be characterised by disadvantage and discrimination. Women are not reaping equitable benefits from PNG’s development agenda. PNG sits at 145 out of 177 countries on the UN Gender and Development Index, down 22 places since 2005. This means gender equality is not improving in PNG, but going backwards relative to other countries. The HIV/AIDS epidemic in PNG affects women and men differently: women are now more likely to be infected
. High rates of gender-based family and sexual violence fuel the spread of HIV and also damage women’s participation in economic and public life in PNG.

Corruption in PNG is commonplace with limited rewards for honest, transparent behaviour and few sanctions for those who are corrupt. People give and receive favours, irregular disbursements or special treatment, often due to “wantok” loyalties, but also because of cynicism about how formal, public systems operate – few expect them to be fair in the first place and there are low expectations of government as a result of corruption at all levels. The erosion of services means that, for many citizens, the State effectively does not exist. This lack of connection with the State can make it difficult for people to understand why taking resources from the State or unfairly benefiting private interests is wrong. In this context, lasting change will require strong leaders and managers who lead by example and insist on service delivery as the prime aim of public service.
1.3 Economic and Public Sector in PNG 

Drawing on the analysis of GoPNG and many development partners
, a number of key economic, political, social and technical issues arise that illustrate the overall drivers of change in the public service in PNG: 
Economic environment - After the 2002 crisis, careful fiscal management and high commodity prices generated surpluses, enabled external debt to be reduced and supported growth. Macroeconomic stability is fragile, however, and is subject to contingent risks especially from State Owned Enterprises (SOEs) and statutory authorities. LNG project activities and revenues will demand expert economic management to counter the risks of Dutch disease, unproductive spending, and inflation. The global financial crisis and contracting world economy will weaken GoPNG’s future fiscal position. The 2009 Budget projects the PNG economy to continue to grow, albeit at a reduced rate, as well as a decline in mineral revenue to the State due to lower commodity prices and decreased international demand. In this context, a focus on deploying existing resources more fairly and efficiently is essential if economic and other public sector services are to be strengthened. 
PNG continues to be an uncertain, time-consuming and non-transparent environment in which to invest and do business, whether in obtaining concessions, licenses, or other permits
 or bidding for government contracts
. Political influence and cronyism, corruption, and lack of true commitment to real change are evident. Violence and insecurity also deter business.  Labour and safety standards are difficult to enforce, labour market information is inadequate, women face discrimination and violence in the workplace, and unemployment, particularly among youth, is high. 
While efforts are being made to improve the regulation of land management and the accuracy and transparency of land titling, continuing inefficiency, inequity and abuses in that sector, and in the distribution of natural resource royalties, undermine the business environment, impeding the emergence of small-scale agriculture and marketing and other businesses in rural areas. These factors also reduce women’s participation and contribution to the economic life of the country. The Independent Consumer and Competition Commission (ICCC) has a good record, but the performance of many other statutory authorities is patchy. Poor performance of some statutory authorities and other government agencies operating in the business and natural resource sectors substantially undermines competition and growth objectives as well as eroding national assets and damaging the environment for small-scale agriculture (a female-intensive sector). 
Women in the economic sector - Violence at home and in the workplace constrains women’s ability to participate in the economy and in public service. Economic opportunities and access to finance for women in PNG are limited. Many studies on women’s use of finance demonstrate that women are more likely to spend money on initiatives that benefit the whole community than men e.g. education, health, community endeavours.
 The National Agricultural Research System organizations report they have low capability to support women in agriculture, although most farmers are women, as are most small marketers. In the resource sector, women rarely benefit from mining or forestry royalties as they are often not recognised as having land rights. Economic opportunities for women are also constrained by limited access to transport
, and by poor safety on the roads that do exist. 
Political commitment - A GoPNG-sponsored independent review of public sector reforms in 2007 found that, despite some individual agency successes, early momentum at the beginning of the decade was lost as PNG’s economic prosperity improved – the perceived urgency for change faltered. The review found that public servants regarded the most critical driver of public sector reforms to be political credibility, ownership and leadership. Without these, efforts to undertake reform will founder on the basis of a lack of political will, sincerity and commitment. 
Against this backdrop the Prime Minister of PNG committed his government to public sector reform. His State of the Nation Address in September 2007 highlighted the need for further fiscal and financial management reforms and pursuing constructive restructuring of the public service to make it effective and efficient. There is greater imperative to improve service delivery in PNG. The PNG Prime Minister declared 2008 the ‘year of implementation’ and expects the public service to capitalise on the solid economic foundation that has been established. 
Policy framework and coordination - PNG’s policy framework for public sector management is strong, as expressed through the Medium Term Development Strategy (MTDS), Medium Term Fiscal Strategy (MTFS), Medium Term Debt Strategy (MTdS), and work in progress on the Medium Term Financial Management Strategy (MTFMS) and revised Public Sector Reform Strategic Plan. GoPNG is preparing new long term development strategies to strengthen its policy framework. Recent reviews, particularly the 2007 Review of the Public Sector Reform Program, confirm the weaknesses lie in policy coordination, leadership and management, implementation, and reporting. The ability of the CACC to support National Executive Council (NEC) decision-making has eroded over time, in part due to the erosion of the independence, professionalism and capacity of the wider public service, but also due to politics usurping and devaluing the fundamental role of public administration. 
Leaders, managers and organisational culture - Capacity in the narrow sense of individual skills is a second-order problem in PNG: the primary issue is the capacity and motivation of organisations, systems and men and women in work teams
. In this, leaders and managers are vital to de-politicisation, removal of cronyism and more effective performance of the public service. Their signals from the top, supervision, delegation with accountability, and the professional, responsible, transparent and accountable behaviour that they model, are powerful levers to move the system. Managers can develop organisational cohesion and sense of direction. They can facilitate merit-based systems for the advancement of both men and women’s careers, establish supportive work environments for women and young graduates, set benchmarks for performance, and motivate and recognise staff achievement. By contrast, capacity development of isolated individuals out of an organisational context is like ‘pushing on a string’
.
Many agencies have difficulty grasping their public and service delivery obligations. There is a common belief that size creates power, leverage and efficiency. For these agencies there is an organisational culture of ‘control’, often at the expense of delivering critical functions.
 Without effective leadership and management, and left to their own devices, many agencies and staff will be unable to achieve the level of organisational change necessary to provide a platform for capacity development and improved performance.
Impact of social and living conditions - Organisational capacity is undermined by social conditions. Housing shortages and cost of living increases in urban environments can undermine staff performance, and the prevalence of unregulated micro-loan services targeting public servants can have a severe impact on take-home pay and become a motivator for maladministration. Increases in public servant salaries are not keeping up with inflation and the cost of living. This handicaps the public sector in attracting qualified and skilled workers, many of whom opt for private sector jobs with far better pay and conditions. In the provinces, particularly in remote areas, the absence of suitable banking, transport, health, education and housing, as well as law and order problems are impacting the performance of public servants and proving to be a barrier to recruiting and relocating public servants to the sub-national level.    
Accessible information within government and levels of government, as well as to men and women in the community - Information is critical to supporting evidence-based policy development and coordination, and to efficient operations and monitoring. At present, flows of information within GoPNG and between the levels of government are weak
. Keeping accurate accounts and records, together with easy retrieval and access, are key foundations of accountability. Longitudinal ‘input’ studies have proven to be an effective mechanism for tracking government priorities through budget expenditure decisions. At present in PNG, uniform compatibility of reporting systems or access to information within all levels of government is absent, greatly compounded by limited access to and poor standards of telecommunications. Similarly, there is limited access to detailed government information by the general public in PNG.  
Planning and implementation - Prior reports indicate there is a tendency in PNG to plan without commensurate resources and attention to implementation and to lessons learned from experience with past plans. Part of the planning over implementation quandary can be explained by the instability in tenure at both political and bureaucratic levels since the early 1990s. Frequent changes of leadership often result in change of policy and plans with little time or resources to implement them. While planning is a critical first step, priority should be given to reducing the time and resources directed to ambitious plans and to increasing the effectiveness of implementation. With relative political stability since 2002 this should be attainable, but it demands a sharp focus on defining responsibilities and accountabilities, ensuring information flows are efficient, orienting work groups to their roles, matching resources to functions, and ensuring timely and transparent flows of funds. Timely reporting and analysis of results are important to provide a feedback loop. 
Lack of coordination between the recurrent and development budgets - As in many countries, PNG has separate development and recurrent budgets which are prepared largely in isolation from each other. Both budgets are much less effective than they could be within a single envelope of funds.  This separation has been identified as the main culprit in the failure to link policy, planning and budgeting, and in poor budgetary outcomes
.  In PNG, fragmented policy, planning and budgeting have resulted in insufficient funds to prepare, construct, equip, staff, operate, and maintain investment projects and assets, while recurrent services are also starved. The recent addition of Supplementary Budget (windfall) funds sequestered in trust accounts off-budget has added to the difficulties of aligning funds with priorities across all the funds available, coordinating budget execution, and ensuring transparency and accountability.   
Unconstrained expenditure on payroll - Within the recurrent budget, an important factor in starving both services and investment project implementation is unconstrained expenditure on salaries and wages at the expense of operations and maintenance, compounded by the widespread use of casuals paid from the goods and services budget (including at sub-national level). Paying people in excess of establishment directly cuts the money available to deliver services. Salaries and wages are the only item of expenditure for which warrants are not required ex ante, but are issued ex post, usually at the end of the year. This enables salary blow-outs, with some provinces at over 160% of budgeted payroll early in the year. While the current devolution of payroll could yield great benefits, without financial discipline over resources, both human and financial, the ability to deliver services will deteriorate further. Important lessons can be learned from the better-functioning agencies that succeed in controlling staff numbers and pay. 
A public service built on merit - One of the areas where politicisation and cronyism have been most destructive to performance is the public service. Patronage through “wantok” loyalties is commonplace in the public service and this can be demoralising for those public servants who do not benefit. There is frequent, broad “spill and fill” restructuring; limited recruitment and promotion on merit; and unfair treatment of women, few of whom are senior managers, and whose ability to work is handicapped by conditions in the workplace and violence at home. Lack of flexible or part-time work disadvantages both women and men with family responsibilities. Accountability systems necessary to promote merit-based staffing are trailing well behind the process of human resource management devolution to line agencies and provinces. 
Low participation of women in the public sector - Women’s leadership and participation in the government and the public sector needs to increase if there are to be improved services for men and women in PNG. Fewer than a quarter of the public service workforce in PNG are women
; GoPNG data show a decline in the appointments of women at senior levels
; and anecdotal data from the Office for the Development of Women (ODW) indicate that most women in the public sector are in lower ranking jobs. There is still only one woman in Parliament despite more women candidates in 2007 (101, up from 66 in the previous election). Only four women have been elected to Parliament since Independence in 1975. PNG and the other Melanesian countries together account for the lowest percentage of women in Parliament in the world; on par with the Arab states, several of which do not allow women to vote. 
The lack of women’s leadership opportunities in the elected and appointed administration, and the lack of women’s voice within government, translates into a lack of services that meet the needs of both men and women. Indicative research
 suggests that government policies and budgets only begin to change to benefit all citizens after a country achieves a critical mass of 30 per cent women within government – a distant benchmark for PNG. 
The procurement chain - The procurement chain stretches from initial consultations to the feasibility study, to design and technical specifications and the estimation of capital and recurrent costs as well as asset management throughout the project cycle, to approval by the relevant agency, followed by budget submission.  This process should occur early in the budget cycle so that projects can be tendered at the beginning of the financial year, and procurements made promptly. However, loose procurement regulations and poorly drafted bid documents have enabled the manipulation of contract awards and unproductive expenditure.  To counter this, there has been some strengthening of regulations and the creation of the current structure whereby the Central Supply and Tenders Board (CSTB) oversees the Specialised and Provincial Supply and Tender Boards (STBs).  Yet pressures on senior officials and provincial STBs remain, and the non-competitive Certificate of Inexpediency (COI) is still used extensively to avoid public competitive tendering. The risk of contract award manipulation remains high. Annual reports on procurement are rarely submitted, so direct reports on procurement expenditure cannot be made – a significant gap in government information and control of its finances. 
Consultation and participation - GoPNG has tried to increase consultation during budget preparation, including the “Opening the Budget” seminars in the regions. Special measures to involve women in decision-making include their mandated representation on district and provincial budget and development committees, but selection processes for these women can be flawed. More is needed to achieve greater participation of women and men in policy development, planning and monitoring processes at all levels.    
External and internal accountability
 - The Office of the Auditor-General has made great strides in dealing with the audit backlog, but would benefit from greater resources and specialized skills in order to deal more effectively with the challenges it faces and to cover the sub-national level and natural resource sectors adequately.  The effectiveness of the Public Accounts Committee (PAC) has fluctuated, and audit reports are not always tabled in a timely way. 
Within GoPNG, control of inputs (staff, funds, goods) is generally poor, with weak adherence to financial instructions. Provinces lack information on their own unified budgets, a problem aggravated by the use of separate accounting codes for own revenues and central government revenues. They lack information on line agency allocations, and the timing of warrant releases, and it is hard to track expenditure. GoPNG is developing a new Information Financial Management System (IFMS) but it is a long-term prospect and will not address a fundamental issue – the mismatch between functions assigned to different levels, and the funds and capacity provided to discharge them. 
This analysis confirms four areas that are critical in the design of EPSP and which present different challenges and opportunities for women and men: 
· Public service: the leaders, managers, human resources and systems that determine the performance and accountability of organisations and individuals in the public sector.
· Public financial management: management of the financial resources of government including budget formulation and execution, and government investment policy.
· Information, transparency and accountability: collection, scrutiny and dissemination of government policy, budget and resource information, within government and to the public.
· Enabling environment for broad-based growth and employment: policy and regulatory settings that better enable equitable economic activity by public and private organisations.
1.4 Lessons Learned
The EPSP learns from a range of important lessons from PNG and the region. These lessons can be summarised within three categories: technical, capacity development, and program management.  The lessons from the eleven years of experience of ASF are of particular importance to the next phase of assistance.
1.4.1 Technical Lessons 

Lessons from GoPNG’s Review of the Public Sector Reform Program, PERR, other relevant PNG studies and international experience as applied in the context of EPSP indicate: 
Efforts to strengthen central agencies – even when successful – do not automatically lead to improvements in the lives of citizens. Nor does economic growth automatically lead to higher incomes or to more effective government delivery of better services. This realisation fundamentally shapes EPSP. Central agencies are necessary for government service delivery – they provide the funds, define human resource management rules and procedures, operate financial management systems, and they coordinate policy making and allocate and deliver money through the budget and planning systems. But central agencies need to test their performance according to its effectiveness in enabling line agencies and sub-national administrations to deliver services 

The links between national government and public funds and administration at the provincial, district and local levels in PNG are crucial to service delivery. These links have often been neglected in central agency strengthening efforts.
Development strategies and plans must demonstrate how momentum for reform can be achieved through appropriate phasing of activities. The phasing should take into account prior information or actions, essential foundations or technical pre-conditions for facilitating change and improvements in public service, and the importance of motivation, recognition and demonstration effects.

Strong leadership and management arrangements associated with reform are vital, particularly at political and senior executive levels, together with effective monitoring and oversight. Good managers can enhance public servants’ potential to develop as effective practitioners as well as encouraging staff to stay in the public service. Supporting good managers can help them create a demonstration effect that generates healthy competition amongst agencies in terms of rewards for performance, particularly where it leads to better services and is noticed by politicians and civil society.  

For a change management program to be successful it should incorporate institutional, non-pecuniary incentives and rewards for change, in turn generating greater incentives for compliance with budget rules, transparency of decisions, and stronger management motivation of reform. Recognition of good teamwork and rule respect by staff (or conversely, reprimands), frequent communication with staff to reduce anxiety and disruption of work, and provision of workplace-related training and retraining as needed are good management practices. 

Public sector reforms should include a communication, public relations and dissemination plan. A wide consultation process, including with sub-national governments and civil society, builds demand and ownership of reforms. It will be important to keep in touch with stakeholders regularly during implementation.

Reforms need to form a coherent whole and be linked to policies and programs across government. Changes in human resource management and budget/financial management are important central elements in this respect.
The speed and methods of implementation of new processes (including the IFMS) should be phased in step with the strengthening of institutional and personnel capacity. Basic accounting systems should be rolled out before more complex processes are introduced.  
1.4.2 Capacity Development Lessons

EPSP will build upon capacity building lessons learned and successes already experienced in the PNG context
.
Capacity development must be seen as both a process and objective which develops capabilities in individual men and women, groups, organisations, sectors or countries, to achieve sustained and self-generating performance improvement. 

Assistance must be owned, motivated and sustainable. Assistance that focuses only on technical content does not work if it alienates, discourages or undermines existing capacity. 
Capacity development must be a collaborative process supported through the creation of long term partnership arrangements with agencies and work units that enable joint problem identification, consensus on results sought, and management and staff commitment to the resulting planning, management and performance frameworks.

Technical assistance and counterpart relationships can work productively when efforts are made to strengthen: personal and professional relationships; choice of intervention; reporting; group versus individual approaches; selection and recruitment; communication; location; appraisal; access to resources; 
Capacity development efforts need to purposefully integrate gender equality or they will not successfully support more effective institutions that are able to delivery services to diverse populations.  
Programs need to help managers delegate to responsible staff so as to lessen the risk of local staff displacement and de-motivation. Managers need to involve staff, choose trainees wisely, and require stronger performance after training.
Achieving changes in capacity takes a long time and needs to be reinforced by the agencies – such as the Auditor-General, Treasury, DPM – whose role is to develop and implement institutional rules and norms in society; accordingly, programs need to support these institutions also.
Training is rarely the optimal tool for capacity development, but there can be a role for targeted training to address key skills deficits specific to an agency if identified though a shared diagnostic as part of a coherent capacity development approach. On-the-job coaching, short-term targeted courses (either in-country or regionally) and twinning can be effective options for enhancing skills in partner government agencies. Special measures are often needed to enable women to participate in and benefit from mentoring and training programs. 

Careful selection, use, monitoring and management of technical assistance is essential, with greater transparency about its costs and benefits, clarity regarding recruitment and reporting relationships, and an agreed timeframe in which to evaluate development of capacity and improved performance.
1.4.3 Program Management Lessons

In PNG and elsewhere effective management of aid programs requires greater effort to:
Ensure programs report at a strategic level, to provide strategic direction, ensure consistency with overall government policies across sectors and institutions, and provide institutional incentives for change, including greater external scrutiny and consultation. 

Restructure organisational relationships so that development programs encourage and use country financial and administrative systems (where they are fundamentally sound) for program management, implementation and monitoring, including evaluation.

Reduce the fragmentation of development interventions to achieve harmonised donor actions and requirements; unified implementation structures; government-led donor coordination; and greater attention to social, cultural, and political development influences and the role of information flows.

Encourage trust and collective action between partners resulting in open dialogue and transparent information and actions. GoPNG requires more space to assert their ownership and leadership, and should in turn treat donors as legitimate stakeholders and dialogue partners, enabling them to meet their accountability requirements. 

Reduce the planning–implementation gap. The focus of donors is often on policy and planning, in part because technical assistance performance is difficult to monitor, and in part because the ‘rewards’ of policy and planning are apparent quickly. Implementation, delivery and reporting as core competencies have often been overlooked – there are few rewards for a disciplined approach to implementation and sustained performance at the field level. 

1.4.4 Lessons from the Advisory Support Facility 

AusAID has provided support through ASF for eleven years. The effectiveness evaluation
 of ASF found that it assisted GoPNG to implement public sector reform and was successful as a means to build capacity at the individual and work-group level. A feature of ASF was its ownership by GoPNG, demonstrated by the operations of the joint Facility Management Group that approved new requests for support. ASF was highly responsive and demand driven. Decisions were guided by a strong capacity building ethos and an effective joint annual planning process; ASF advisor recruitment processes were an important strength.  
ASF to some extent missed opportunities to provide more strategically positioned assistance or to work in a more integrated manner across units within an agency, or across agencies. As such, capacity building was less successful at the agency or sector level. ASF did not provide a mechanism for strategic dialogue between the two governments, despite the effectiveness of facility management and governance structures. The restrictions on the forms of aid AusAID could utilise through ASF undermined its capacity to respond creatively to requests – technical assistance was the default response and there was limited integration with forms of support provided through other mechanisms
. While early support to the Provincial Performance Improvement Initiative (PPII) was provided through ASF (in advance of developing the Sub-National Strategy), ASF support was almost exclusively provided at the national level, with only four placements outside Port Moresby. 
1.5 A New Phase of Assistance
GoPNG’s 2007 Review of the Public Sector Reform Program concluded that ‘the future public sector reform challenge for Government is to design and lead an unambitious and controlled reform program that enables a critical spotlight to be shone on any agency at any time.’ EPSP will therefore target a new approach and represents a new phase of Australia’s cooperation with PNG to improve economic and public sector management. It provides an integrated framework to contribute to the priority outcomes of the PNG-Australia Partnership for Development. In particular, EPSP is a centrepiece of efforts to achieve priority outcome 4: An Efficient and Effective Public Service. It will also contribute to achieving priority outcome 5: Development Policy and Program Formulation Based upon Sound Statistics and Performance Reporting. Gender equality and HIV management are critical cross cutting priorities throughout the program.
Capacity development is a long-term endeavour requiring a long-term investment. Fundamental to EPSP is the joint commitment to implement a cohesive and long term program for at least 10 years, with scope to expand further if required. 
Five key features in the EPSP design approach reflect lessons learned and underpin the goal and result areas for the program, as well as enhance the program’s overall effectiveness:  
· Integration and coordination of relevant activities across government
· Clear focus on strengthening the links in the chain to service delivery 

· GoPNG implementation based in agency partnership agreements 
· Building capacity at the sub-national level

· Incentives for change 

High level coordination and management of initiatives supporting public sector reform have been limited in the past because of a lack of cohesion and alignment across the key partners and stakeholders. The same has been true within AusAID’s various mechanisms for support. EPSP provides the framework for far greater integration and coordination of all relevant activities – both co-funded PNG-led and Australian-funded activities. These include PSWDP, FMIP/PCaB, PPII, SGP, and institutional twinning. EPSP also emphasises coordination at the whole-of-government and whole-of-agency levels, which builds on past support targeted at the individual and work group level. 
Enhanced central agency planning and organisational restructuring has had little perceptible impact on the lives of men and women in PNG (i.e. service delivery has not improved). EPSP will focus explicitly on the service delivery impact of stronger economic and public sector capacity. It will work within GoPNG systems to address weak links in the chain between central administration and the delivery of services. Strengthening central capacity for its own sake is no longer enough; the purpose is now improving public sector effectiveness in order to improve the lives of PNG’s citizens. 
To achieve the service delivery focus, EPSP emphasises GoPNG management and implementation of plans, policies and programs. PNG is well-served for robust strategy and planning documents; Australia’s support (particularly through ASF) has enhanced PNG’s capacity for planning. More difficult is the effective implementation of those plans. Therefore EPSP will focus on supporting implementation: of national and sub-national budgets, of national plans, and of agency plans and service delivery obligations. 
The focus on service delivery also necessitates a focus on building capacity at the sub-national level. GoPNG and GoA jointly support a number of programs to enhance service delivery at the sub-national level, including sector programs in health, education, infrastructure, law and justice, and the Sub-National Strategy. EPSP bridges the gap between central agencies and these programs by emphasising the importance of effective operation in the central agencies to complement their efforts. The strongest nexus will exist with the PPII. EPSP will develop sub-national capacity by helping national agencies to improve the budget, personnel, information and other systems that sub-national agencies need to meet their service delivery responsibilities. EPSP will also provide support through national programs that directly assist sub-national governments – as a complement to PPII – to strengthen capacity at the sub-national level.  
Changes in the economic and public sector must be driven by GoPNG, particularly at political and senior executive levels. Improvements will be influenced not only by limited capacity but also by organisational, socio-cultural and political factors. Australia’s capacity to support change is therefore limited, but will be enhanced by the inclusion of an incentives element in the EPSP approach. Where opportunities arise, incentive-based funding will help to drive change by influencing the motivation of managers and staff to improve performance. Investing in the incentives for improved performance complements other EPSP capacity building activities and will address a crucial missing link in previous efforts to improve performance and effectiveness in the public sector. 
The rationale for Australia to continue to work in partnership with PNG in the economic and public sector is based on a joint commitment to improving the living standards of Papua New Guineans and making progress against the Millennium Development Goals (MDGs). Real improvement hinges upon revitalising the public service and its capacity, in its systems, organisations and people, to manage and implement public resources. As central systems are critical in underpinning all government operations, improving central agency performance and enhancing links to service delivery and sub-national governments are essential elements in supporting the effectiveness of GoPNG as well as the rest of Australia’s aid program in PNG. 
Australia has been engaged in supporting public sector reform, central agency strengthening and assistance to the machinery of government in PNG for many years. Australia’s political and administrative systems of government mirror PNG’s – they come from the same Westminster tradition. Australia continues to be the lead donor in this field and as such has had the greatest opportunity to learn from the successes and challenges of that assistance. EPSP is the opportunity to apply that learning. 
1.5.1 Operating Principles 

The implementation of EPSP will be guided by a set of operating principles developed in line with the outcomes of the design workshop
 and responding to the commitments in the PNG Commitment on Aid Effectiveness and the PNG-Australia Partnership for Development
. 
· Partnership and Mutual Accountability: The spirit of partnership will manifest in a practical sense. Management and decision making at all levels will be collaborative, from the development of joint strategic priorities, to joint capacity diagnostics and joint selection processes where Australia and PNG have an equal say. Partnership in EPSP will mean mutual responsibility and mutual accountability.
· Alignment and Effectiveness:  The program will support and be led by PNG’s policy and program priorities, maximise efforts to work through and strengthen GoPNG systems, and seek to increase value for money by using a wider range of forms of aid. As such, the program will be guided by PNG’s coordination mechanisms, particularly CACC and will maximise the ownership of the program by GoPNG. Effectiveness will be enhanced by long-term engagement in priority areas and a focus on implementation.  
· Coherence:  Activities will be developed to achieve coherence with the rest of EPSP, and with other programs and priorities of PNG, AusAID and other donors. There will be explicit links between EPSP and PPII.  
· Learning and Managing for Results: Reflecting a greater focus on development results, the program will adopt a deeper approach to monitoring and evaluation. It will support monitoring and evaluation (M&E) for accountability, management and learning, and will support mutual responsibility for results against agreed indicators, including the MDGs, PNG’s own targets, and those agreed in the PNG-Australia Partnership for Development. 
· Flexibility with Focus: The results framework is the agreed target for focus, with that focus sharpened annually. However, EPSP will respond to opportunities where they arise; will support change champions where they emerge, and will be led by the priorities and initiatives of GoPNG. 
· Equity: EPSP will ensure program activities adequately address gender and other equity imperatives, and that they contribute to achieving a public service which promotes equal opportunities and is free from discrimination.
The practical application of these principles is described in subsequent sections addressing the capacity building approach and program implementation arrangements, including monitoring and evaluation. 
2 Program Description 

2.1 Goal 

EPSP addresses the needs of central agencies in their role as key enabling institutions supporting effective government in PNG, with a focus on the delivery of services to the majority of the population. The goal of EPSP is consistent with the common purpose of the development strategies of both PNG (including the MTDS) and Australia (Development Cooperation Strategy), and reflects the priorities agreed in the PNG-Australia Partnership for Development: 
An effective and efficient public service that focuses on service delivery for the men and women of PNG and creates an enabling environment for broad-based economic growth.
The goal represents a long-term commitment by Australia and PNG, providing the necessary investment to achieve incremental improvements in public sector performance through a long-term capacity development approach. Given the long-term deterioration of public administration in PNG it will take concerted action over time to halt, let alone reverse.
The diagram below provides a snapshot of the relationships between the high level policy and strategy frameworks of both PNG and Australia, and the goal and results agreed for EPSP:
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2.2 Results Framework

The EPSP is structured around a results framework, which provides the Goal, Results and Outcomes the program aims to achieve over its 5-10 year timeframe. The Results articulate the systemic change the program hopes to achieve by 2020 (i.e. in 10 years of program implementation), while the Outcomes will represent significant progress to achieving the goal and result areas and have a shorter time horizon of the first five years of program implementation. 
The result areas that will be the focus for EPSP are: 
Result 1
A more skilled and effective public sector workforce 
Result 2
Improved use and management of public financial resources 

Result 3
Government is more informed, transparent and accountable 

Result 4
Policy and regulatory settings are more supportive of sustainable broad-based growth 

The diagram below outlines the logic of the program and shows the five-year Outcomes the program will target in working towards the results. Within this framework, activities will be progressively identified through dialogue and agreement between Australia and PNG. The Monitoring and Evaluation Framework provides indicators of what success might look like in terms of achieving Outcomes and progress towards them.
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2.2.1 Annual Strategic Framework 

The prioritisation and sequencing of activities under EPSP to achieve the Results and Outcomes is crucial. Within the results framework the program will develop an annual Strategic Framework to prioritise and coordinate program resources in jointly agreed activities that are considered essential for improving public sector performance, service delivery and growth. It will be developed and updated each year and will be the primary mechanism for identifying the greatest areas of opportunity. The Strategic Framework will annually interpret the Results and Outcomes so they are clear and measurable for each activity, and detail a responsive implementation plan using all resources available, including SGP and twinning activities. 
The Strategic Framework is the centrepiece of the program’s facilitation of whole-of-government coordination and, through the CACC, will facilitate high-level dialogue between Australia and PNG. It will align to the high level commitments outlined in the Public Service Schedule to the PNG-Australia Partnership for Development and leverage GoPNG funding to joint initiatives, including under co-financing arrangements. 
The Technical Analysis at Annex 1 outlines the breadth of possible reform priorities and activities and identifies the crucial prioritisation and sequencing required for implementation. Section 2.3 (below) provides an indication of the likely priorities and opportunities for action in the initial years of the program. The first annual Strategic Framework will be based on an update of the Technical Analysis that shows: (i) the agencies/provinces that could achieve quick wins and had fewer entrenched and difficult problems, and deserved early support; and (ii) how service delivery agencies and provinces are impeded by central agencies, with concrete examples that would then guide the type and sequence of activities needed under the program. Sequencing will be determined by tactical considerations, working first with agencies that can demonstrate that change is both possible and productive, and will also be subject to technical feasibility considerations (what has to be tackled in technical terms before something else can be done). 
The first step in the implementation of EPSP will therefore be a joint diagnostic of the links in the chain between central agencies and ultimate service delivery agencies. The diagnostic will focus on policy, financial management, organisational and human resource issues, both of a technical and non-technical nature. It will include the difficulties caused by mismatch between functions and resources, lack of information and poor communication, and the barriers to equality of outcomes for both women and men. The diagnostic will also seek to identify the strengths in the chain: those aspects that are working well and that offer opportunities to support emergent or established successes. 

When conditions for change are not ideal, particularly where leadership and management is poor, the program will need to assess the overall feasibility of continuing to provide assistance, and in some cases may need to discontinue an activity or redirect assistance to other areas. The program design also allows scope to support unanticipated emerging opportunities that fall outside the annual Strategic Framework, but have potential to achieve a demonstrable positive impact. This scope will be limited to a maximum of 10 per cent of the program budget in each year.
2.2.2 Approach to Implementation
Section 1 illustrates a range of economic, political, social and technical factors as the key drivers of change in the public service that will influence which Results and Outcomes provide the greatest opportunity for success at any given time. Although partially beyond the control of the program, understanding and responding to drivers of change forms a key part of EPSP’s logical approach to implementation in order to achieve systemic change that leads to incremental improvement in public sector performance. The approach recognises that change agents and incentives for change operate at different levels, from individuals to groups and organisations.  As such, the program is founded on a cycle of effective joint diagnostics, tackling key systemic issues, building stronger relationships with good performers, and providing opportunity for organisational learning and improvement. EPSP will:   

· Support appropriate and more effective use of joint diagnostics underpinned by previous analysis that will assist PNG agencies to identify problems, priorities and initiatives. The diagnostic will distinguish between system-wide issues affecting an agency and issues that are specific to them. Partner agencies will be supported to use diagnostic tools to analyse capacity issues crucial to improving agency performance and more effective implementation. A key role for EPSP will be one of sharing learning from existing successful agencies and supporting and facilitating GoPNG analysis as much as possible.

· Tackle particular systemic issues that are considered most essential for improving service delivery at all levels of government. 
· Build stronger relationships with good performing partner agencies and managers from the outset of the program, in many cases building on existing relationships. It will formalise these relationships and the implementation of agency-specific assistance through Partnerships for Capacity Development (see Section 2.4.1). To create demonstration effects, most initial support will focus on agencies and managers that can deliver demonstrable results within a reasonable time frame. 

· Provide an opportunity for continual organisational learning and improvement through evaluation, studies and research, with a link back to strategic planning and decision-making in a cycle of learning, reflection and planning. EPSP will use lessons learned from better performing agencies and will link evidence of change to an assessment of program performance. 

The program’s approach to implementation presupposes a theory of change that provides the basis for key assumptions under the program design, both in terms of the results the program aims to achieve (the ‘what’) and the way assistance is provided (the ‘how’). The theory of change can be generally described as:         

· First, public sector organisations can: describe their own strengths and weaknesses and plan for improved performance; use skills, knowledge and information effectively if they are given these; and achieve better outcomes with improved performance;   

· Second, the public sector system can be improved if: organisations that set the rules and whose responsibilities cover systemic issues have sufficient capacity and are managed effectively; and coordination structures enable organisations to work together and are implemented; and 

· Third, external assistance can play a role in improving public sector performance by: improving the understanding of performance issues in the system; building the capacity of organisations and carefully chosen parts of the system; improving the capacity and process for organisations to better coordinate; and promoting a culture of good leadership by supporting good leaders and managers and emerging ones. 
2.3 Indicative Program Actions  
The following sections serve as further explanation of the intended Results and Outcomes, and provide an indication of the likely priorities and opportunities for action in the initial years of program implementation. 
2.3.1 Result 1: A more skilled and effective public sector workforce
Outcome 1.1 
Leadership and management of the public service is improved

Agency leaders and managers are central to achieving a more effective and equitable public service.  They shape organisational culture and are responsible for achieving results.  EPSP will support improved agency leadership and management, including exemplary leaders who can become mentors and models within their systems, particularly for young and motivated public servants.  GoPNG is committed to strengthening the Department of Prime Minister and National Executive Council (PM&NEC), CACC and central agencies themselves, to improve leadership, coordination and monitoring of reform initiatives and overall government effectiveness.
GoPNG has initiated a substantive exercise to better coordinate and monitor public sector reforms. A WoG Performance Planning and Monitoring Framework (PPMF) is being developed by PM&NEC. Once implemented, it will summarise GoPNG’s policy agenda and monitor performance and progress of specific outcomes and outputs that government agencies are expected to deliver on an annual basis. 
Indicative early actions:
· strengthen coordination of NEC submissions via PM&NEC and CACC; 

· support improvements in line agency and sub-national policy and budgetary submissions to NEC, complementing the efforts of PPII; 

· support effective leaders and managers as change champions for improved public sector management, mainly through the PSWDP Executive Development Program and by strengthening existing performance management systems; and
· assist with the development and operationalisation of the PPMF. 
Outcome 1.2 Men and women in the public service are more capable and motivated
A core issue for the public service is limited human capacity, and particularly limited numbers of women. In response, GoPNG has commenced a new phase of workforce development in the public service. Following an initial three-year establishment phase, PSWDP, which a 2007 independent review suggested could (with appropriate leadership and resources) become the most effective program for public service improvement in PNG, has been extended for five years to 2012. EPSP support for PSWDP will be complemented by a range of support to enhance public sector skills and address motivation and institutional incentives. 
Indicative early actions:
· continuing support to the development, delivery and outcomes of PSWDP across all levels of government, including developing a new public sector training package recognised under PNG’s National Qualifications Framework; 
· work with PNG’s Institute of Public Administration to help it develop relevant and good quality competency-based training to public sector employees, with the aim of supporting the development of an effective public sector workforce; 

· comprehensive skills development including workplace-focused targeted training agreed with managers for women and men leading to higher performance to complement other forms of aid, including technical assistance; 
· support for an annual survey and report on the state of the public service to provide coherent and comprehensive information on the profile, cost and performance of the public service, as well as workforce planning and capacity. The survey will form a baseline for tracking progress; and

· examine issues affecting the performance of public servants operating in remote areas, including recruitment practices, pay and conditions, staff structures, communications, and services such as banking, transport, health, education, housing and law and order. 

Outcome 1.3
 Stronger equitable human resource policies are implemented
Workforce development through PSWDP will be complemented by continued support for GoPNG’s efforts to improve human resource policy and processes including gender equity, payroll management, recruitment and retrenchment; and agency restructuring. The current devolution of human resource management has great potential benefits, but payroll discipline, merit and accountability in the deployment of human resources are essential to counter the risk that capacity to deliver services will deteriorate further. 
Indicative early actions:
· support to reformulate policy on agency restructuring so needed skills and motivation are retained and disruption in the work of government is minimised;
· support for human resource devolution with budget discipline and accountability, to national agencies and sub-national administrations;
· support for merit principles leading to enhanced performance-based culture and an effective results-based management system for public sector employees; and
· assistance to continue the development of a gender policy and related human resource policies and to implement existing HIV policy and legislation within the workplace. 

2.3.2 Result 2: Improved use and management of public financial resources 

Outcome 2.1 
Budget preparation is improved

Improved fiscal management depends on robust systems for budget preparation, execution, and reporting. The MTFS provides a prudent framework for managing government resources and a clear method for calculating annual limits on expenditure from ‘windfall’ or supplementary budget funds. More effective coordination between the centre, line and sub-national agencies would help significantly in improving budget allocations and outcomes in line with development objectives. A longer-term objective to strengthen budget preparation is to move from the existing three-budget silos (recurrent, development and supplementary) to an integrated national budget.
Indicative early actions:
· support Treasury and DNPM to achieve optimal allocation of expenditure required for both projects and services through the preparation of budgets within a unified envelope covering the development, recurrent and supplementary budgets;
· assist PM&NEC, DNPM and Treasury and collaborate with PPII to build the capacity of line agencies and sub national governments in budget preparation, with appropriate allocations to capital, staff and operations and maintenance within unified budget envelopes that include own revenues; 
· support strengthened project preparation processes in DNPM, including project costings that identify all funding required including operation and maintenance; and
· build on existing public consultation in budget preparation, expand it to sub-national levels, and expand the effectiveness of existing, legally mandated, participation of women to enable a voice in resource allocation in PNG. 

Outcome 2.2
Budget allocations and execution increasingly support service delivery for men and women 
At present, disproportionate expenditure on salaries and wages relative to operations and maintenance (goods and services) is one of the most significant reasons for the decline in service delivery. These imbalances in budget allocations are exacerbated by poor controls on payroll expenditure and the use of operations funding for casual staff. The reinvigoration of the Medium Term Resource Framework (MTRF) will provide a medium term expenditure planning tool under the MTDS. If managed well it will lead to further improvements in budget formulation, both for central planning and for line agencies and sub-national administrations. 
EPSP will complement sector and sub-national initiatives that are directly supporting service delivery. In addition, collecting and publishing gender-disaggregated data that allow government to analyse the impact of budget decisions within an equity framework would aid policy-making and lessen the current scarcity of public information in this area. 
Indicative early actions:
· assist Treasury and Finance to strengthen the management of payroll within appropriations (especially in provinces) and achieve increases in expenditure on operations and maintenance; 
· support the introduction of budget gender analysis to assess broad-based impacts;
· enhance management, expertise and accountability arrangements in Districts to use DSIP grants for sustainable service delivery, complementing PPII; and
· clarify functional responsibilities and match them with resource allocation – “funding follows function”.
Outcome 2.3
Public financial management controls are stronger

Improved public financial management including procurement, compliance with financial instructions, and audit, is central to addressing the quality and effectiveness of government spending and curbing fraud and other corrupt practices. The Public Expenditure and Financial Accountability (PEFA) assessment in 2006 identified overall improvement in GoPNG’s expenditure management between 2002 and 2006.
 However, shortcomings were found in elements of the predictability and control of budget execution, in particular the effectiveness of payroll controls. Accounting, recording and reporting were also weaker elements, which undermine accountability across the budget as well as for the large sums held outside the budget in trust accounts.    
Indicative early actions:
· continue funding and support for the MTFMS through the FMIP, which aims to improve financial management systems and awareness within and between levels of government;
· support capacity development at sub-national levels in support of the District Treasury roll-out so as to achieve maximum benefits for service delivery; 

· strengthen procurement processes, including transparency and CSTB oversight;
· in advance of IFMS operationalisation, support improvements in transparency and accountability in existing PFM systems, including Trust Account transactions, through adequate reporting systems and better records management; and
· support improved financial management and internal audit within national agencies and provincial administrations.
2.3.3 Result 3: Government is more informed, transparent and accountable 

Outcome 3.1
Information flows within government are more timely and efficient, and policy is increasingly evidence-based 

Without good information no organisation, or government, can operate effectively. EPSP will work to address information gaps and blockages within and between levels of government. In many cases this will target very practical and tangible information, but it will also support enhanced research and analysis, and the application of that improved information towards a stronger evidence base for policy decisions and resource allocations. 
Work on this will be complemented by (and may incorporate) any future assistance to the National Statistics Office, given the agreement that sound statistics and performance reporting are a priority in the PNG-Australia Partnership for Development (Priority Outcome 5). 
Indicative early actions:
· support and encourage the flow of tangible and practical operational information, such as: 

· more efficient and timely processes to communicate information on warrant releases;
· more complete and timely transmission of budget appropriations to line agencies and provinces;
· data on the impact of HIV and AIDS on the public sector workforce; 
· assistance to provinces to develop simple presentation of total budgets, including own revenues and central transfers; and
· support IFMS so that it is designed to provide reports disaggregated by sector, gender  and locality for both plan and actual (for development, recurrent and windfall budgets). 

Outcome 3.2
External scrutiny and audit systems are more effective 

Both the Auditor-General and the Public Accounts Committee (PAC) are central to increased accountability in the use of government resources.
 PAC is a crucial accountability and anti-corruption body, whose effectiveness has fluctuated over time. EPSP will support these formal external accountability mechanisms in PNG to enhance their capacity to scrutinise government expenditure and call government to account. The Auditor General has made good inroads into the backlog of audits, but will benefit from support and resources to face its challenges and – critically important - to cover sub-national governments and the natural resources sectors adequately
. Audit reports will be valuable for ministers and managers as ‘mini-diagnostics’ of problems to tackle.  
Indicative early actions:
· a new package of assistance to the Auditor General’s Office to strengthen its capacity to perform independent financial and performance audits including of sub-national levels and the natural resource sector, and report findings effectively to Parliament in a timely manner; and
· support for a strengthened Public Accounts Committee.
Outcome 3.3
There is greater dissemination of information on government budgets and services to men and women
The ultimate accountability is a more informed citizenry and there is scope for EPSP to support the expansion and strengthening of existing public information and community monitoring efforts in PNG. For example, to strengthen public information, government could regularly publish warrant releases and other financial commitments at local level, giving communities greater scope to monitor budget and service delivery. In supporting such efforts, EPSP will cooperate with the Sub-National Strategy and the Democratic Governance Program (focusing on the supply side, within central agencies). 
Indicative early actions:
· support a GoPNG information and communication strategy regarding public sector strengthening initiatives as well as government policy and operations;
· work with the Democratic Governance program to strengthen the ability of men and women in the community to monitor & analyse budgets, projects, services;
· assist with establishing systems for regular public release of information that is disaggregated and user-friendly, e.g. warrant releases and budget details; and
· support regular public reporting and media releases under the Fiscal Responsibility Act.
2.3.4 Result 4: Policy and regulatory settings are more supportive of sustainable broad-based growth 

Outcome 4.1
Sound and sustainable macroeconomic policies are implemented 

Supporting sound policies, planning and decision-making to maintain macroeconomic stability in PNG will be a priority for the program. Fiscal sustainability, debt management and revenue policy, including assisting PNG to improve the efficiency and administration of and compliance with, the taxation system, are important priorities. 
Indicative early actions:
· support for the implementation of the Medium Term Fiscal Strategy and the Medium Term Debt Strategy;
· support for the development of prudent GoPNG investment policy; and 

· assistance to analyse the likely impact of the LNG project on the macroeconomy, on men and women differentially, and on sectors such as labour, transport, housing, migration and public infrastructure.
Outcome 4.2
Regulatory environment for private sector activity is more efficient and transparent

While there may have been some advances in recent years, the overall business and investment environment in PNG remains difficult, particularly in the informal sector where most women’s economic activity is based. PNG is an uncertain, time-consuming and non-transparent environment for the private sector, for example in obtaining concessions, licences or other permits. Part of the solution is implementing improved labour market, business and investment regulations and building the capacity of government agencies responsible for administering laws in and providing information in these areas.  Strengthening this regulatory environment also provides opportunities for ensuring that private sector operatives do not contribute negatively to the HIV epidemic.  
Indicative early actions:
· actively support improvements in the existing structure of regulation that influence the cost of doing business.  This could be reinforced by commissioning surveys to assess private sector views on priorities for action; and
· support the Department of Labour and Industrial Relations to restore its labour market information system, as the source of crucial information on employment, unemployment and skills gaps.
Outcome 4.3
Public institutions in the economic sector operate more effectively, transparently and equitably

Some public institutions are important contributors or constraints to equitable broad-based growth including selected government agencies and statutory authorities. The Government’s own analysis, supported by the PERR, finds that some statutory authorities have substantial financial and governance issues of concern. They are a fiscal and HR drain, a source of contingent liabilities for GoPNG, and a drag on a competitive economy. Work towards this outcome could make an important contribution to PNG’s economic growth and stability, but will be dependent on identifying change champions who are seeking support and aiming to achieve meaningful reform. 
Indicative early actions:
· explore opportunities to support the transparency, accountability and efficiency of agencies and statutory authorities whose functions have important implications for the good management of the economy, including the natural resource sectors; and
· support diagnostics of the extent to which women benefit from distribution of land, mineral and forestry revenues. 

2.4 Capacity Development Approach

EPSP adopts AusAID’s definition of capacity development
 as: ‘the process of developing competencies and capabilities in individuals, groups, organisations, sectors or countries, which will lead to sustained and self-generating performance improvement’. This definition makes clear that capacity development is a process as well as an objective – how capacity development is undertaken will fundamentally influence how successful it is. ESPS will embed it within the GoPNG context through a systematic response to agency and sector performance objectives and implementation. Capacity development means achieving relevant and sustainable change towards the strategies and objectives GoPNG sets for itself
, and will need to be led by PNG’s own leaders and managers.  
The purpose of capacity development in EPSP is improved GoPNG performance in the economic and public sector. This can create tensions between directing capacity development resources towards immediate performance improvement tasks (the ‘doing’) and the long-term, more difficult enterprise of mentoring, coaching and advising (the ‘building’). In practice, there will be a need for a range of resources across the spectrum of activity between these two extremes. Australia’s assistance to the economic and public sector to date has been characterised by silo-like responses limited by single form of aid mechanisms such as ASF, where technical assistance has dominated the responses. 
The EPSP approach to capacity development is an integrated response that utilises multiple forms of aid defined through packages of assistance designed with partner agencies and involving both management and staff. Technical assistance is one, and only one, part of the capacity building equation. Using technical assistance is not, and should not be interpreted as, the default response. In EPSP it will be appropriately managed and limited over time. In the early years of the program there is an acceptance that technical assistance will form the majority of overall program costs as demand for technical advisory support by GoPNG remains high. Other forms of aid, such as the direct grants proposed under EPSP, will in most cases require a longer establishment phase whereby appropriate systems and processes are agreed and/or put in place before operation. 

EPSP will contribute to PNG’s performance improvement and monitoring against its own intended results. Stakeholders have highlighted a number of capacities that are necessary conditions for GoPNG performance: 
· A clear organisational mandate and set of functions – a clear understanding of role and purpose; 
· Sufficient managers and staff with appropriate skills, knowledge, experience and behaviours; 

· A conducive organisational and institutional environment, including positive incentives for performance; 

· The ability to develop and implement policies and plans relating to the organisation’s mandate and function; 

· Appropriate systems and procedures to implement policies and plans, and to manage tasks, people and resources; 

· Effective relationships and partnerships within and beyond agencies of government; and 

· Appropriate infrastructure and resources. 

EPSP will be proactive in directing resources towards mentoring, developing, supporting and encouraging women in the public sector in order to help them advance. It will also invest in supporting men in the public sector to better understand the opportunities and challenges their women colleagues and employees face. 
EPSP will use two main mechanisms of support:
1. Partnerships for Capacity Development – incorporating (as appropriate) technical assistance; targeted training, targeted research and analysis including information and communication initiatives, management support, and twinning.

2. Capacity Development Fund – incorporating (as appropriate) co-financing of GoPNG initiatives and incentive-based grants. 

Modest ad hoc support can be provided outside these two mechanisms, within limits outlined below. 
Important lessons can be learned from agencies that have already developed a strong organisational culture and delivered results. EPSP will support partner agencies to use diagnostic tools to analyse capacity issues crucial to improving agency performance and more effective implementation of corporate plans and annual action plans. In addition to supporting the capacity diagnostics, a key role for EPSP will be one of sharing learning from existing successful agencies and supporting and facilitating GoPNG agency analysis as much as possible. The approach will identify capacity strengths using a strengths-based approach, as well as capacity ‘gaps’ in order to identify opportunities to strengthen agency systems and capacity. 
The Program Office will include a Capacity Development Specialist who will assist with the management and processes of capacity development, including supporting agency diagnostic work and the development of Partnerships for Capacity Development. Other specialist inputs under the program will be provided in the areas of gender, training and learning, information and communication, and HIV mainstreaming. 
2.4.1 Partnerships for Capacity Development

On the basis of capacity diagnostics (either new or existing), EPSP will assist partner agency managers to develop a coherent strategy as the basis for support through EPSP. The agreed strategy will translate into a Partnership for Capacity Development, which will provide an integrated approach, linked to whole-of-government reforms and agency-specific objectives. They will articulate agreed objectives, outcomes and results monitoring methods, supported by a management framework for identifying training, research and technical assistance, supporting twinning relationships, and developing mentoring programs (especially for women) in support of sustainable change. The Partnerships will address the appropriateness, relevance and rationale for EPSP support, and show the link between agency-level performance and improvements in the overall public sector system as articulated in the program’s structured results framework. 
This approach builds on the ‘partnership agreements’ established under ASF and the agency-to-agency links under SGP and twinning activities in a way that creates a strategic partnership and dialogue at the agency level and with senior management of those agencies. They will also enhance agency ownership and management of provided resources and define mutual responsibilities and accountabilities. The partnership approach will facilitate an appropriate transition from externally-based support to full localisation to enable sustainability of reforms. Realistic expectations and timeframes for capacity development within a clear, medium to long-term framework will be necessary.
Technical Assistance: EPSP will interpret advisory requirements flexibly, with a phased approach and an acceptance that some technical assistance will be needed across the spectrum between performing tasks to advising and mentoring, reflecting the staged capacity building model
.  This balance will need to shift over time.  EPSP will support a contestable approach to determining the source of technical assistance, based on assessing comparative advantage and with the aim of deepening the pool of advisory expertise. This will mean selecting from local, regional, or international sources, or from Australia’s whole-of-government programs. 
EPSP will build upon the systems, structure and capacity building successes of ASF and will integrate SGP technical assistance into the strategic and systemic requirements of partner agencies. It will support the design and delivery of a professional development program to enhance and support mentoring opportunities, when identified within the context of the Partnerships for Capacity Development. Both contracted and SGP personnel will be encouraged to participate, with their counterparts, in the AusAID-developed ‘Making a Difference’ (MaD) program
, and will be supported by the program to do so. The Managing Contractor will provide logistical support for MaD across all sectors of the aid program, not just EPSP.  
EPSP will support technical advisers to have the skills to address gender equity and HIV appropriately in the PNG context, recognising that both mainstreaming and special projects can deliver outcomes that support greater service delivery for women, as well as men. Specialist inputs in gender and HIV mainstreaming will support these efforts. 
Targeted Training:  Targeted training can be an effective tool to address skill deficits, although it is rarely the optimal tool for capacity development on its own. There must be a strong link between training and institutional strengthening, in order to avoid situations where personnel are trained, but return to an environment of poor management, few role models, no incentives for good performance, and few opportunities to use what has been learned. Continuing support – in the form of mentoring, the expectations of managers and support of peers and institutional relationships – has been demonstrated to be an essential component of effective professional development. 
Targeted training will incorporate proven success factors, including: integrating mentor systems and participant follow-up action planning; prudent selection of participants; in-depth scoping of training needs and course specifications; supporting networks within Government and training providers; accessing specialist experts; and managing and monitoring results of training. Workplace action plans will be a key mechanism to align training with organisational planning and change. Mentors will provide vital links between targeted training and agencies, and will be actively involved in each stage of the training cycle. Training will enhance the skills of identified mentors. There will be an emphasis on providing training for women in the public sector to enhance career opportunities and move towards a more equitable public sector.
Targeted training will support and complement GoPNG workforce development initiatives.
 Targeted training may also be available through EPSP to other AusAID-supported initiatives. Specialist inputs in training and learning will be provided under the program. 

Twinning:  Twinning programs between GoPNG partner agencies and those in Australia and elsewhere as appropriate will be actively encouraged and supported. There are particular advantages to supporting relationships between agencies active in SGP, as an avenue to strengthen long-term institutional relationships through a variety of short term inputs.   
Research and Analysis: EPSP research and analysis will explore evidence-based PNG solutions and information which will contribute to more effective and efficient service delivery for the men and women of PNG. In response to issues identified through GoPNG reform efforts and EPSP implementation, the program will support targeted research and analysis consultancies by partner agencies, NGOs, national
 or international organisations. Special efforts will be made to facilitate the identification and application of disaggregated and gender specific data to assist in the development and execution of policies and budgets.  Research and analysis activities will be closely linked to information, action learning, data and communication initiatives. This will contribute to improved service delivery by providing valid data and information to public servants and organisations delivering goods and services, as well as informing public sector end-users and consumers.  
Where useful, EPSP may initiate its own research or analysis activities that could inform economic and public sector policy development linked to improved service delivery. This would include work with successful agencies to elicit their experience in strengthening capacity and results. Activities to identify and evaluate EPSP impact and inform monitoring and evaluation requirements may also be supported. An ancillary objective of the research and analysis work is to develop the capacity of PNG institutions, researchers and research users to be better informed with regards to service delivery issues. 
2.4.2 Capacity Development Fund 

EPSP will incorporate a Capacity Development Fund comprising up to 30 per cent of the program value. The Fund will accommodate both GoPNG and GoA resources, and potential funding from other donors as well. Grants from the Fund will take two forms: co-financed grants to help implement GoPNG initiatives, and incentive-based grants to complement activities of the Partnerships for Capacity Development. Management and financial reporting of Fund-supported activities will be transparent and subject to GoPNG financial management systems via joint trust accounts established under GoPNG’s public financial management rules. Procurement associated with the use of grants will be undertaken by GoPNG using its own procurement systems where appropriate.  
Co-financed Grants: EPSP will be the mechanism by which Australia maintains its co-financing of existing and future GoPNG programs for economic and public sector development, including PSWDP and FMIP/PCaB (refer to Annex 4 for an overview of existing GoPNG programs).
 Co-financed grants will be aligned with the high level commitments outlined in the Public Service Schedule to the PNG-Australia Partnership for Development to leverage GoPNG funding to joint initiatives. Funds will also be used to support long term multi-year strategic investments for capacity development such as the forthcoming Support to the Auditor General’s Office (SAGO). 

Incentive-based Grants: Using incentives in support of development initiatives can promote behaviour change and more efficient allocation of funding. The use of incentives can also counteract perverse incentives which may institutionally exist. GoPNG agencies often face challenges associated with perverse incentives. Additionally, many appear unable to access or free up resources and funding to enable public servants actually to do the job for which they are employed. Change must be driven by GoPNG, particularly at political and senior executive levels. Where opportunities arise, incentive-based funding will help to drive change by influencing the motivation of managers and staff to improve performance. Investing in the incentives for improved performance complements other EPSP capacity building activities. 

EPSP will allocate incentive-based grants from the Capacity Development Fund as part of the integrated response of a Partnership for Capacity Development. Funding will focus on initiatives to support workplace teams and enhance the effectiveness of their work environment, in order to overcome operational inertia and address institutional blockages. Incentives could include: training; training materials; outreach between centre and provinces; database management and improved information flows; information technology upgrades; work-related equipment and consumables, and workplace repair and maintenance. Incentives may also be used to support special measures to increase the participation of women in the public service. 
A maximum annual budget allocation of A$1 million will be allocated towards incentive-based grants, with an initial ceiling of A$100,000 per sponsored activity. Dollar for dollar contributions from both GoPNG and GoA will be encouraged. EPSP will review the incentives component after two years.  
2.5 Forms of Aid

As described above, EPSP is an integrated response that utilises multiple forms of aid defined through packages of assistance designed with partner agencies to achieve long-term capacity development. The key components of the EPSP forms of aid are: 

· Aid modalities: EPSP adopts a facility approach and, within the results framework, will provide responsive and flexible assistance for a range of economic and public sector development priorities in accordance with PNG’s own policy framework. GoPNG does not have a sector-wide program for the economic and public sector, rather a number of sub-sector programs. EPSP will directly co-finance some of these programs such as PSWDP and FMIP/PCaB. 
· Delivery mechanisms: AusAID and GoPNG will jointly select a private sector Managing Contractor to deliver the bulk of program implementation. Working closely with the Managing Contractor, AusAID will take a lead role in program implementation and facilitate coordination between EPSP and other relevant AusAID programs, particularly other Australian Government agency support through SGP and twinning activities.  

· Financing arrangements: EPSP will provide a range of financing options. Within the overall Capacity Development Fund, and in accordance with PNG’s public financial management regulations, AusAID will directly provide accountable cash grants through existing and new imprest account mechanisms. Resources will also be transferred indirectly through contractual payments to the Managing Contractor or to other third party contractors engaged to support EPSP implementation and review processes. Due to the overall poor health of PNG public financial management controls, as confirmed in the 2006 PEFA assessment, direct budget support is not an appropriate option. All resources under EPSP will be documented in GoPNG’s development budget.   
· Legal instrument for program implementation: EPSP will operate under the auspices of a Memorandum of Subsidiary Arrangement between GoA and GoPNG, in accordance with the requirements of the PNG-Australia Development Cooperation Treaty.     

2.6 Estimated Program Budget and Duration
Australia and PNG have made a long-term commitment to EPSP, reflecting the lesson that capacity development is a long-term endeavour. The initial term for EPSP is 10 years, with scope to expand further if required. The program will be implemented in five-year phases, with points of review for each phase.
Based on expenditure priorities in the economic and public sector and the current absorptive capacity of central agencies, the proposed budget from the Australian aid program for EPSP is up to A$25 million per year for an initial five years. Actual program expenditure will depend on the extent to which effective use of the funding can be demonstrated in the initial years to achieving incremental improvements in public sector performance through a long-term capacity development approach.

Up to 30 per cent of the EPSP budget will be available to the Capacity Development Fund, and an allowance of up to 10 per cent is made for ad hoc responses to emerging issues that may be outside the annual Strategic Framework and Partnerships for Capacity Development, but which are agreed by the Program Management Group. The flexible nature of the program, within the results framework, provides good scope for scaling up of efforts should there be a need.
3 Program Implementation Arrangements

3.1 Governance and Management Structure

Management and governance arrangements for EPSP are cooperative and based on the principles of mutual responsibility and mutual accountability. They build on the strengths of the ASF management arrangements
 by including: a high-level body to provide strategic oversight and guidance; explicit links to GoPNG structures, policies and processes; and clear roles and responsibilities. 
The program will be, as much as possible, embedded in existing GoPNG structures. As such, its peak body is the CACC, which will provide the strategic guidance to the program and will be an active oversight body for the program’s monitoring and evaluation. The role of CACC is central to improving the effectiveness of public sector policy and implementation processes. It sits at the centre of public administration and feeds directly into the decision-making of NEC (Cabinet) and Parliament. By housing EPSP within the CACC structure, program operations will support CACC’s capacity to lead and coordinate policy and to support greater coherence across GoPNG programs. 
EPSP, unlike other programs, does not sit neatly in a well-defined sector. Its engagement reaches across many aspects of public administration, including those at the sub-national level. On the PNG side there will be many agencies participating in the program – in its management structures, and as partners in capacity development. On the Australian side there will also be multiple agencies involved, by virtue of the whole-of-government engagement in PNG’s development through the bilateral aid program and regional programs. The diagram below provides an overview of the management and governance arrangements for the program:
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PNG’s engagement in EPSP will be led mainly by the CACC Secretariat in PM&NEC, while the lead agency for Australia will be AusAID PNG. The integration of SGP support in the economic and public sector administration fields necessitates a clear point of interface between SGP management and EPSP management arrangements, as shown above and discussed further below. AusAID and GoPNG will jointly undertake a competitive international tender process to select a Managing Contractor, which will support program implementation. 
3.1.1 Roles and Responsibilities

CACC: As noted above, CACC is the peak body for EPSP. Chaired by the Chief Secretary and including the Departments of Prime Minister, National Planning and Monitoring, Treasury, Personnel Management, Justice and Attorney General,  Provincial and Local Government Affairs, Finance and Foreign Affairs, it will provide strategic guidance to the program.
 When CACC is considering EPSP matters, AusAID PNG would be available to attend meetings and participate in discussions and decision-making as appropriate, and the Program Director will provide input and support if necessary. 
In terms of EPSP, CACC will be responsible for: 
· providing high-level strategic guidance to the Program Management Group and Program Director regarding economic and public sector issues and opportunities; 

· ensuring consistency with government policies, and providing institutional incentives for change, including greater scrutiny and consultation;

· approving the annual Strategic Framework for the program, including prioritisation, sequencing and alignment decisions in order to maximise program effectiveness; 

· considering annual program performance reports and monitoring program effectiveness at the strategic and results level; and 

· commissioning selected issues-based evaluation studies. 

Program Management Group: The PMG will comprise six agencies of CACC at a senior officer level: PM&NEC, DNPM, DPM, Treasury, Finance and DPLGA; with the addition of the Office for Development of Women
. The PMG will be chaired by the Director General of the CACC Secretariat and will also include the Program Director and representation from AusAID. It is the home of operational decision-making and will provide oversight of program implementation, meeting two-monthly to consider progress and approve new or changed program inputs. The PMG will be supported through secretariat services from the Program Office. 
The PMG will be responsible for: 
· developing and operationalising the annual Strategic Framework through approval of program activities in the four results areas;

· ensuring high quality activity proposals are approved within the agreed capacity development approach and in line with program operating principles, including the targeting of key leverage points and links in the central agency-service delivery chain, and the identification of proposals that can achieve quick wins that will establish program and government credibility; 

· approving the allocation of program resources under both the Partnerships for Capacity Development and Capacity Development Fund; 

· providing a forum for senior officials to consider effective approaches to increasing coordination and coherence within and between GoPNG and donor-funded activities in economic and public sector management; and
· monitoring the effectiveness of the program at an operational, or outcomes, level, with particular focus on the Partnerships for Capacity Development and gender and HIV mainstreaming approaches. 

AusAID PNG Country Office:  AusAID will play a key role in setting the strategic direction of the program and has responsibility for overall management and coordination of AusAID’s assistance to the economic and public sector. It will work closely with GoPNG and GoA partners and facilitate coordination between EPSP and other relevant programs – the ‘whole of aid program’ coherence. To achieve this, AusAID will employ two key positions under the program: a Public Sector Adviser located initially in AusAID’s PNG Country Office; and a Policy Coordinator (AusAID officer) co-located in the CACC Secretariat. AusAID will be a member of the EPSP PMG. It will also monitor Managing Contractor performance against its Contract and will lead the preparation of sector performance reports in accordance with AusAID’s own reporting obligations.

Public Sector Adviser: AusAID will supplement its in-house team with a full time Public Sector Adviser located initially in its PNG Country Office. (refer to Annex 7 for detailed Terms of Reference). The Adviser will work closely with AusAID, partner agencies, the Program Director and Program Office, SGP Team Leaders and external stakeholders to enable coherence across the program. The Adviser will: 

· provide strategic advice to both governments on public sector management and reform and how EPSP can best support this; 

· enable coherence of priorities and activities within EPSP and with the broader aid program, in particular with SGP and the Sub-National Strategy; and 

· provide technical and analytical support in the implementation of EPSP and other sector-related matters.  

Policy Coordinator: AusAID will maintain a seconded AusAID officer within the CACC Secretariat as the Policy Coordinator. While not dedicated to EPSP
, this officer will have several key roles of relevance for EPSP: 

· technical support to the CACC Secretariat on policy coordination and whole-of-government performance monitoring; 

· liaison between GoPNG and AusAID in PNG, and Australian whole-of-government support through SGP; and

· support to the CACC in terms of its responsibilities under EPSP.

Program Office: The Managing Contractor will establish a Program Office in Port Moresby, led by a Program Director. Program Office staffing will be finalised in detail by agreement between Australia and PNG once the Managing Contractor has been selected, but full-time resources will include a Capacity Development Specialist, Gender Specialist and M&E Specialist. Other specialist inputs will be provided in the areas of training and learning, information and communication, and HIV mainstreaming (refer to Annex 8 for detailed Terms of Reference). 
The Program Office will be responsible for: 
· assisting GoPNG agencies with capacity diagnostic work, including gender analysis and support for the inclusion of strength-based approaches, as the basis for developing Partnerships for Capacity Development or other smaller packages of assistance; 
· selecting technical assistance under the program from local, regional, or international sources; 

· technical support and advice to all program inputs (both GoA and contracted); 

· implementation of a program communication and information strategy to collate and disseminate appropriate data between and across key partners and stakeholders;
· pursuing opportunities to increase GoPNG involvement in program management and operations, such as secondment opportunities and the gradual transfer of selected functions into GoPNG systems and structures; 

· financial management of program funding, including the Capacity Development Fund – with the aim of transitioning financial management into GoPNG systems over the life of the program; 

· performance management, monitoring and evaluation of contracted program inputs, in partnership with GoPNG agencies (i.e. all inputs not provided via SGP or twinning activities); 

· supporting and facilitating the overall monitoring of EPSP by the PMG; 

· reporting to PMG, CACC and AusAID; 

· providing secretariat services to the PMG; and
· procurement, contracting and contract management of contracted inputs. 

Program Inputs: For the purposes of formal reporting and performance management, including any instances of non-performance or misconducts, program inputs (the people and organisations who will implement the assistance provided by the program) will fall into one of two categories: 
1. Contracted inputs:  advisers, training providers, researchers etc – will report to the relevant PNG Agency Head and to the Program Director. 

2. Australian Government inputs: SGP deployees and twinning activities – will report to the relevant PNG Agency Head and to their home agency in Australia. 

All program inputs will be monitored by the PMG and ultimately the CACC
. All terms of reference will formalise the reporting relationships. 
3.2 Coordination and Coherence with Other Programs 

EPSP will enable effective coordination and coherence with GoPNG programs, other donors, Australian whole-of-government support (SGP and twinning activities), and other AusAID programs. AusAID PNG and the Program Office will play a role in ensuring high level information about EPSP operations flows to these stakeholders. This will be detailed in a Information and Communication Strategy which will include regular seminars for GoPNG officials and advisers, a program newsletter with wide distribution outlining common themes and public sector developments, and wide circulation of a summarised annual Strategic Framework. In addition, these stakeholders require specific attention and practical mechanisms to achieve effective coordination and coherence.
EPSP and GoPNG programs: EPSP will be the mechanism by which Australia maintains its support for existing and future GoPNG programs for economic and public sector development including PSWDP, PERR, FMIP and PCaB (refer to Annex 4 for an overview of existing GoPNG programs). The diagram below shows how EPSP (and AusAID’s Sub-National Strategy) will be coordinated with existing GoPNG programs at the national and sub-national levels. 
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EPSP and donor programs: In accordance with the PNG Commitment on Aid Effectiveness, EPSP will support GoPNG’s own programs of reform, as shown above. Chief amongst them is the PERR, a multi-donor process, established to assist PNG prioritise and sequence its public sector reform efforts. PERR provides a high level forum for donor coordination and is supported by the World Bank, Asian Development Bank (ADB) and AusAID. Since 2007 there has been a joint dialogue with GoPNG on revitalising the reform agenda started under PERR and its links with wider public sector reforms. PERR also provides a possible entry point for the European Commission in the economic and public sector given its interest in moving to direct budget support in the longer term. AusAID and the United Nations Development Program (UNDP), and previously the ADB, are also jointly supporting public financial management in PNG through FMIP/PCaB.     

EPSP will actively support other donors’ efforts under PERR, FMIP and PCaB by ensuring joint donor recommendations contribute to the development of the annual Strategic Framework and the Partnerships for Capacity Development - the priorities areas for support under EPSP. 
AusAID PNG will also encourage other donors to consider the Strategic Framework and Partnerships for Capacity Development when prioritising their assistance to central agencies. In particular, AusAID will encourage agencies to use their diagnostics in dialogue with all development partners to help form a common understanding of the challenges and needs of central agencies. 
Supporting GoPNG’s own programs is the preferred avenue to donor coordination, rather than a more harmonised approach through EPSP itself. This is in part due to the current uncertainty as to the ongoing involvement of key development partners in the economic and public sector, including under the PERR. Opportunities for further coordination with donors, such as joint use of the management structures and processes established under EPSP, will be explored throughout the life of the program. 
EPSP and Australian whole-of-government support (SGP and twinning): Following the review of ECP, GoA and GoPNG agreed to integrate future Australian whole-of-government assistance more closely with AusAID’s sector programs. SGP and twinning are significant programs in the economic and public sector field and complement EPSP contracted inputs. Their unique contribution is to support the secondment of Australian Government personnel to selected PNG agencies, predominately in central agencies, and to provide opportunities for continuing dialogue and building long term institutional partnerships with counterpart agencies in Australia. 
A comparative advantage of SGP is providing PNG agencies with the tested experience of high level counterpart personnel in key technical and public sector management areas, particularly when such experience is not easily available from the commercial sector. Twinning activities also provide access to counterpart personnel, but usually for shorter specific tasks related to performance improvement. Twinning also has the provision for a flexible range of support such as study visits and tailored training programs. 
EPSP enables coordination and coherence with SGP and Twinning: new SGP and twinning inputs, or the extension of existing inputs, will be considered in the context of the whole envelope of EPSP assistance. While the SGP Steering Committee would determine whether SGP inputs are provided, it will make that determination based on advice from the EPSP PMG. Through this practical mechanism both governments intend to avoid the potential for inputs to be provided via SGP in conflict with, or duplication of, contracted inputs. 
EPSP will strengthen the effectiveness and coordination of SGP, Twinning and program contracted inputs by integrating them in the overall Strategic Framework and within Partnerships for Capacity Development. An Economic and Public Sector Coordination Group will operate in PNG and comprise AusAID (both EPSP and Sub-National Strategy), SGP Team Leaders in economic and public sector agencies, DFAT and the EPSP Program Office. As well as inputting to EPSP implementation, this group will be a regular forum to discuss economic and public sector issues and provide a formal link to SGP home agencies and whole-of-government coordination structures in Australia. In particular, SGP Team Leaders have a key role in helping to shape priorities and activities under EPSP.
The Program Office will provide technical support to SGP and twinning to enable consistency of application across the programs. This includes in the areas of capacity building, gender, training and learning, information and communication, and HIV mainstreaming.
EPSP and other AusAID programs: AusAID PNG will have a central role in coordinating EPSP with the rest of the PNG bilateral program so that assistance is targeted to improved service delivery outcomes. Key coordination points with the Sub-National Strategy will be formalised under the Public Service Schedule to the PNG-Australia Partnership for Development. However, links to the law and justice, democratic governance, health, education (including higher education), and rural development sectors are also crucial. 
Practical measures by which EPSP will coordinate with other AusAID programs are: 
· Establishment of an Australian whole-of-government Economic and Public Sector Coordination Group in PNG (as described above).
· Communities of practice will be established in common technical areas such as public financial management and human resource management, bringing together advisers and counterparts across sectors to share their experiences and explore opportunities to collaborate and learn from one another. 
· Requests for support under EPSP will require identification of how assistance will lead to better service delivery outcomes, particularly at the sub-national level. This requirement will extend to terms of reference and contract obligations.
· Annual consultation with AusAID stakeholders across sectors will be undertaken to inform the development of the EPSP Strategic Framework. 

· Learning and development resources will be available to sector programs including targeted training. 

3.3 Planning and Management Processes 

EPSP planning and management processes are designed to match the planning and decision-making points within GoPNG’s budget and reporting cycle. They are also structured to feed into Australia’s own budget and reporting processes. Three key program milestones will occur each year, marking the three points at which CACC will formally consider EPSP matters: 
February 
Program Annual Report to CACC (drawing on all elements of the monitoring and evaluation framework)
June

Indicative Strategic Framework for CACC consideration and further consultation 

December
Final Strategic Framework for CACC approval

The diagram below outlines the main EPSP planning and reporting points, aligned with GoPNG and AusAID timelines: 
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3.4 Using Government of PNG Systems 

Consistent with the PNG Commitment on Aid Effectiveness and the PNG-Australia Partnership for Development, EPSP is designed to use PNG systems and procedures as much as possible. It will direct up to 30 per cent of program funds (the Capacity Development Fund allocation) through joint trust account arrangements on commencement, in accordance with PNG’s Public Financial (Management) Act and associated procedures and regulations. Financial reporting will be undertaken within GoPNG systems. All procurement associated with the expenditure of the Capacity Development Fund will be undertaken by GoPNG using its own systems. The program will work to increase the proportion of funds directed through these mechanisms as the systems improve and the program develops.
In recognition of the fiduciary risks, AusAID will cooperate with the Managing Contractor and GoPNG to commission annual independent audits of trust funds under EPSP, as part of the annual reporting process. 
Funding for program inputs managed by the Managing Contractor will be directed to the Managing Contractor in accordance with AusAID’s contractual arrangements and in keeping with AusAID’s financial management and reporting requirements. Program inputs including technical assistance and targeted training will complement and directly support GoPNG’s own program development. As GoPNG’s capacity in procurement and contract management is strengthened over the medium-term (supported by PSWDP and human resource devolution to partner agencies), EPSP envisages progressively increasing use of GoPNG systems for the procurement of training and technical assistance inputs. 
Notably, EPSP will directly support the strengthening of GoPNG’s financial management, procurement and audit systems and processes which will enhance the capacity of all development partners to increasingly use those systems and achieve improved aid effectiveness. 
3.5 Monitoring and Evaluation Arrangements 

M&E in EPSP serves two equally important purposes: it provides management information so program management and both governments can continually calibrate implementation to maintain progress towards results and outcomes. It also provides the basis for accountability to both parties and the citizens of both countries regarding the effectiveness of the investment in the program by both governments. It links the hierarchy of the program to PNG’s national priorities and the agreed priorities for the development cooperation program (the Development Cooperation Strategy and the PNG-Australia Partnership for Development). Periodically, the program will re-examine the theory of change underpinning the design in order to ensure it remains clear and logical. 

The approach to M&E reflects both countries’ increasing commitment to managing for development results and a greater performance orientation while also investing in opportunities for learning and incorporating qualitative techniques to capture the depth and breadth of change experiences. Arrangements currently include a number of EPSP-specific monitoring mechanisms, reflecting the current limitations of GoPNG M&E systems and practices. However EPSP management will regularly review and revise arrangements in order to increasingly align with, and utilise, GoPNG processes where possible. The detailed M&E Framework, including the M&E Matrix, are provided in Annex 2.
3.6 Management of Risk
GoPNG and GoA will jointly monitor and manage risks affecting EPSP, with support from the Program Office and the Managing Contractor. Formal evaluation of risk management will be incorporated into the annual Performance Analysis and the biennial review process conducted by the Independent Monitoring Group (IMG). Analysis of information provided through sector and central agency performance monitoring and reporting systems and ongoing assessment of aid effectiveness, as set out in the M&E Framework (Annex 2), are the primary means by which this will occur. Appropriate strategies to adapt to changes in the operating environment will be developed as required, as part of the close working relationship between both governments underpinning EPSP operations. The main risks facing the EPSP and the proposed management responses are discussed in greater detail in Annex 3.
3.7 Sustainability 

EPSP will be operating in a low capacity environment where the perceived imperative and urgency for change in the public sector, particularly at the political level, has faltered in light of recent economic prosperity. High expectations for the future benefits to the country from the LNG project compound this situation. Achieving positive, sustainable change will be difficult, but the long-term capacity development approach under EPSP improves the way assistance is provided, in effect, providing the greatest chance that sustainable outcomes will be achieved.     
GoA has supported PNG’s economic and public sector development through central and ancillary agencies, via ASF and a number of discrete initiatives over many years.  These initiatives focused on improvements in the core administrative functions of various agencies as well strengthening specific technical areas and, in some cases, restoring key functions during economic stress. While they fostered a strong relationship between the Australian aid program and individual PNG agencies, a cohesive strategic framework and sustainability of outputs and outcomes remained problematic. In many cases the initiatives have failed to bridge the gap from central agency operations to those agencies responsible for delivering services. To fill that gap, EPSP will target the key budget management, HR, information and regulatory systems that enable agencies to deliver services and create the foundations for growth.

Seeking to address the issue of sustainability, EPSP is aligned with the PNG Commitment on Aid Effectiveness. Fundamental to the program’s capacity building approach is the principle of PNG ownership and leadership, and a commitment to use and strengthen PNG’s systems wherever possible. Although integration with PNG systems will be differentiated according to the level of capacity within particular areas, opportunities will be identified and implemented as early as possible to help enhance the likelihood of sustainability. 

If extended solely under the development budget, assistance under EPSP could contribute to misalignment between development and recurrent cost financing. This, in turn, could result in uncertainty about the overall cost (and therefore affordability) of sustainable economic and public sector development, as well as service delivery by extension. These issues are exacerbated by the nature of PNG’s reform agenda, including the difficulties in predicting the likely pace of change and the ultimate contribution of key agencies to sustainable service delivery in the longer term. In this context, in order to make progress in reform and to build momentum behind service delivery improvements as they emerge, EPSP support to partner agencies and stakeholders may be used to supplement recurrent budget allocations over the short to medium term.

EPSP will support systematic monitoring and analysis of expenditure trends, including public expenditure tracking and gender impact analysis, and will enable a better understanding of longer term resource needs within government. In the short term, this will support improved budget integration and coherence across the entire resource envelope, particularly regarding the relative allocation of resources across the development, supplementary and recurrent budgets. These efforts will feed into GoPNG’s broader medium term fiscal strategies and public sector investment planning.

The longer term viability of achievements against PNG’s economic and public sector objectives, including improved service delivery, particularly in relation to the different needs of women and men, will depend on positive relationships and collaboration within the formal sector, and between the formal and informal systems of economic development. The success of these efforts will, in turn, depend on PNG’s ability to address critical overarching issues of gender equality, anti-corruption and HIV and AIDS. PNG’s policy framework recognises these key challenges. By aligning EPSP directly with PNG’s own objectives, and by ensuring the effectiveness of GoA’s contribution to the sector’s efforts is carefully monitored, it is more likely that PNG’s capacity to meet its objectives with its own resources will be progressively realised. However, in the context of PNG’s broader development context, particularly issues regarding population demographics and the current capacity shortage across the public service, a medium to long term development partnership will be necessary.
During the first year of the program the Program Office will lead the preparation of a Sustainability Strategy to document the expected contribution of specific approaches to sustainability, as well as the risks to sustainability and methods for managing those risks.  

4 Cross-Cutting Issues

4.1 Gender Mainstreaming
All Australian development assistance should be provided in a manner that advances gender equality and empowers women, particularly through supporting country-led priorities for gender empowerment, engaging with both men and women to advance gender equality, strengthening accountability mechanisms and supporting the collection and analysis of information to increase gender equality and improve results
. 
EPSP will adopt a gender mainstreaming approach by supporting GoPNG to consider its comparative advantage in addressing gender issues, to build strategic partnerships with external stakeholders to support their efforts, and to identify entry points using existing structures, processes and resources, wherever possible. It will work through government and non-government agencies to support strategies which address: equal participation in decision-making processes; increased representation in the public service, including at senior levels; and address family and sexual violence, particularly with regards to the impact on women in the public sector workplace. Given the predominance of men in leadership and authority positions in the public sector, EPSP will also support specific strategies to engage men and involve them as advocates for change. 
All EPSP personnel will be recruited on the basis of demonstrated understanding and ability to integrate principles of gender equality and gender mainstreaming as part of their capacity building approach (refer to Annex 7), will have explicit gender mainstreaming objectives within their respective work plans, and will be provided ongoing professional development opportunities focused on issues relating to gender equality and empowerment of women. Special attention will be given to EPSP personnel working in the areas of gender violence and gender advocacy, as this work is typically socially and emotionally demanding. The EPSP Program Office will also be required to put in place clear workplace policies, codes of conduct and protocols regarding gender equality issues, including gender discrimination and harassment.
EPSP will provide substantial and practically-focused gender expertise as a critical capacity building resource. The Program Office will include a Gender Specialist that will bring specific skills and expertise in relation to gender equality and gender mainstreaming in the public sector, drawing on key research and analysis
. GoA - GoPNG policy dialogue will support these efforts by providing an avenue for high level discussion of progress in implementing its Gender Strategy.
Given the significant causal relationship between gender inequality and HIV vulnerability, including through high rates of violence against women and sexual assault, EPSP support to GoPNG’s efforts to address gender inequality and gender-based violence will be provided in close collaboration with support for HIV mainstreaming across the program.
Gender mainstreaming activities to be supported by EPSP may include:
· Gender analysis of current policies and procedures (such as recruitment and promotion processes, and tax incidence) and how they impact on gender equality.

· Gender-disaggregated public expenditure incidence analysis: evaluates the distribution of budget resources amongst women and men, boys and girls. 

· Gender-disaggregated beneficiary assessment: evaluates the extent to which programs and services are meeting the needs of female and male beneficiaries.

· Encouraging greater public (women and civil society) participation in the budget process. 

· Analysing and determining the impact of employment opportunities for women and men relative to pay levels within the private and public sectors, and considering the demand for part-time work.

· Strengthening and encouraging women’s role in private sector development by supporting the development and implementation of policies, strategies and activities by government and the non-government sectors.
· Developing concrete gender specific indicators and targets for monitoring the progress on gender-equity benefits.  These could be related to progress on the UNDP HDI, GDI and GEM ratings and indexes.
During the first year of implementation the Program Office will lead the development of a Gender Strategy that documents the specific approaches and actions the program will implement to advance gender equality and empower women in the public service.    

4.2 HIV Mainstreaming 
The PNG Australia Development Cooperation Strategy recognises HIV and AIDS as one of the four key pillars of the aid program, reflecting the significance of the epidemic for PNG’s development. Already an estimated 2 per cent of the population is infected, with far higher levels in some provinces. Given this, EPSP will mainstream HIV and AIDS through all assistance, in light of the very real economic and social impact the disease can have:- by reducing workforce productivity; increasing dependency ratios, and increasing the strain on health services. 
EPSP has specific strategies to mainstream HIV: 
· Support GoPNG to assess and account for the impact of HIV on both demand and supply of the public sector workforce. Proxy indicators such as early deaths, increased morbidity on the supply side, matched with unmet need from the supply side, will help to provide a profile for more effective planning.

· Enable implementation of the existing policy and legislative frameworks which promote non discrimination of people with HIV in the workplace so they contribute to the national response to HIV. 

· Improve resource and related information flow from the centre to sub-national levels of government. Current inefficiencies in government operations and the collection of disaggregated data are constraining PNG’s response to HIV and AIDS. 

· Maximize the role of the private sector in responding to HIV through revised regulatory frameworks 
The Program Office will include specialist inputs in HIV mainstreaming that will support the response across the program, including in the design of capacity development activities and in the specification of performance indicators. Practical measures in program implementation will include providing HIV briefings to all program implementers, and providing access to resources and ongoing advice to implementers and their counterparts. The HIV mainstreaming specialist inputs will also be the nexus for coordination with other GoPNG and AusAID programs. 
4.3 Anti-Corruption 

GoPNG has ratified the United Nations Convention Against Corruption (UNCAC), endorsed the ADB-OECD Asia Pacific Anti-Corruption Action Plan, and is an observer at the Asia-Pacific Group on Money Laundering. In addition, GoPNG is a signatory to the Pacific Plan which has an explicit anti-corruption focus. These global and regional instruments help provide a framework to which domestic anti-corruption reform in PNG may be linked. 
The MTDS currently contains explicit anti-corruption objectives and indicators under its Governance section. A NEC decision of April 2006 led to the commissioning of a National Anti-Corruption and Good Governance Strategy. EPSP will actively support GoPNG’s own strategy following its release. In March 2007 the NEC also approved a White Paper on Law and Justice (PNG’s White Paper) which includes a particular focus on fraud and corruption, identifying strategies for a strengthened State Solicitor’s Office, increased resources to the Ombudsman Commission and improved coordination between the police, the Ombudsman Commission and the Public Prosecutor. 
EPSP’s response to corruption is consistent with GoA’s anti-corruption for development policy, Tackling Corruption for Growth and Development, and the PNG aid program’s Anti-Corruption Plan 2007-2010. Primarily, EPSP will follow up on audit reports and support capacity building efforts across central agencies, including in the areas of public financial management, procurement and audit. In particular, EPSP will provide dedicated and practically-focused expertise in the areas of financial management systems and processes, internal and external audit, record-keeping and accountability, and performance management, monitoring and reporting.
EPSP will work closely with government agencies by focusing on improved transparency, and broader and more equitable participation in government’s planning and budget processes.  EPSP will complement and work proactively with other donor programs and activities that are supporting demand-side functions of central and sub-national levels of government and communities.
EPSP will support stronger, externally driven demand for performance information and accountability in and across government by proactively developing, implementing and managing a variety of information, data and communication initiatives. EPSP will assist with the provision of cohesive and disaggregated data to client groups (within and outside of government) so they are better informed and able to monitor and demand better and more equitable service delivery outcomes.  This work will be done in close cooperation with government and non-government organisations. 
Annex 1 – Technical Analysis
The National Development Summit on 18 November, 2008 stated clearly that services had not reached the majority of people despite extensive bureaucratic and political structures and increased aggregate resources. It also noted that, despite the enactment of the Organic Law on Provincial and Local Level Governments in 1995, which was explicitly aimed at reducing the mismanagement and misuse of funds and ensuring service delivery at local level, the majority of Papua New Guineans do not enjoy either quality or access to basic services. They stated further that the Public Service is ineffective and inefficient in delivering services. 

The reasons have been thoroughly explored, including through the joint donor (World Bank, ADB, AusAID) Public Expenditure Review and Rationalisation Report (PERR) in 2003 and continuing empirical analysis, recommendations and policy dialogue by joint donors within the PERR framework since then.

The reasons for the gap between aspirations and delivery can be summarised as follows:

· Uneven leadership, management, policy coordination and follow-up; weak organisational culture.
· Frequent “spill and fill” restructuring, damaging the development of cohesive professional public service structures and undermining the establishment of merit-based recruitment and promotion.
· Mismatch between functions assigned and resources allocated to discharge them (this is a particularly important issue at sub-national levels).
· A strong emphasis on planning that is not matched by an equally strong focus on implementation, and inattention to lessons learned from previous unimplemented plans.
· Lack of coordination between recurrent, development and “windfall”
 budgets, resulting in projects that cannot be equipped, staffed or maintained, and services that cannot be delivered for lack of recurrent funding for operations, supplies and maintenance.
· Unconstrained expenditure on payroll and the widespread use of the goods and services (operations and maintenance) budget to employ casuals, which results in misallocation of resources and means that funds are not available for services.
 

· Weaknesses in procurement, including large-scale avoidance of competitive procurement. 

· Unreliable access to information within government and between levels of government, creating inefficiency and delays, and undermining the development of evidence-based policy.
· Limited access to information for men and women in the community that would enable them to know what was being done in their name, and what projects and services were planned and delivered; a consequent widespread lack of understanding that government is there to provide services, and inability to hold governments to account.
· Low participation of women in the public sector related to discrimination and violence in the workplace, and under-representation on political, consultative and other bodies. Evidence shows that women are more likely to distribute resources for the benefit of the community as a whole.
· Weak financial, governance and regulatory frameworks for statutory authorities which result in high contingent liabilities, enable them to drain talented staff from the mainstream public sector, concentrate economic power, distort openness in economic management and undermine competition in the economy. 

· Weak links in accountability frameworks, and lack of follow-up on the findings of external audit and the PAC. 

The features summarised above lie at the heart of the inability to deliver services despite abundant resources. Before support can be mobilised to good effect, it will be important to understand the precise ways in which they operate in different agency contexts. The first step in the implementation of the program will therefore be a joint diagnostic of the links in the chain between central agencies and ultimate service delivery agencies. It will focus on the policy, financial management, organisational and human resource weaknesses summarised above. The diagnostic will include the difficulties caused by mismatch between functions and resources, lack of information and poor communication, and the barriers to equality of outcomes for both women and men. The diagnostic will distinguish between system-wide issues affecting an agency, and issues that are specific to the agency.  An assessment of the availability of key information and of communication pathways will also be made. Based on this system-wide diagnostic, EPSP will assist partner agencies to establish responses, detailed sequenced action plans, timetables and benchmarks that will be useful for staff as well as to monitor program effectiveness.  

The aim will be to ensure that the early stages of support under the program are directed to agencies that can deploy them well, share lessons learned, and achieve quick wins that will be evident to service recipients as well as the public as a whole.  This should help to earn legitimacy for the program and stimulate interest in it from the public, business sector, and other agencies.

In parallel, there will be a focus on key central systems that hinder agency service delivery, working for instance with DNPM and Treasury on the lack of coordination between development and recurrent budgets, with DPM to introduce constraints on “spill and fill”, and with Treasury and Finance to halt unconstrained expenditure on payroll at the expense of service delivery.  

On the basis of currently available analysis, and before specific diagnostics are launched, an indicative set of implementation priorities is set out below. It is recognised that EPSP cannot address all these priorities, nor will they necessarily match the priorities of GoPNG.
1. A more skilled and effective public sector workforce
Central coordination
Early priorities would be to strengthen PM&NEC coordination through assistance to NEC Secretariat, CACC Secretariat and central agencies, with specific reference to their ability to:

· Develop/strengthen criteria for examination of Cabinet submissions (e.g. relevant policy framework, explanation of financial, environmental etc implications; time period that submission relates to; other departments or agencies involved);
· Strengthen capacity of central agencies to check agency submissions for conformity with the criteria and enable feedback to be given; and
· Distribute NEC minutes publicly or issues press releases with essential details.
A further stage would be to: 

· Strengthen the capacity of line agencies, provinces, districts and Local Level Governments (LLGs) to prepare NEC submissions according to the criteria developed; and
· Strengthen the capacity of the PM&NEC and CACC Secretariats to analyse policy options and brief ministers accordingly.

Leadership, management, organizational culture
It is essential to work with agency leaders and managers as they are critical in shaping organisational culture and producing results. Managers can create a sense of direction, set benchmarks for performance, support team-building and information-sharing, and motivate and recognise staff achievement. Given the wide disparity in leadership and management talent throughout the public service, it should be an early priority to identify agencies that are doing well in which to work with departmental heads and clarify lessons to be learned from their effectiveness. 
This would enable a template to be created of key dimensions of managerial and agency effectiveness that will provide input into the diagnostics being used. A template of good practice for management, delegation, supervision and accountability should also be developed based on clear assignation of responsibilities and tasks, with defined delegation and reporting-back arrangements down the line.  There is a need to resist the latest international management fashions and base the approach on good fit with the context and good practice in PNG.

In a further stage, managers would work through organisational objectives and work unit responsibilities with staff at the work unit level, including establishing simple benchmarks for assessing performance and delivery and relating codes of conduct in a practical way to the workplace.  Results achieved in the first set of agencies could be used to create a demonstration effect and widen the effort.  Surveys should be considered to enable service users, taxpayers and the private sector to give feedback on levels of service and results achieved.

In parallel, work should start with DPM on its post-devolution responsibilities, with a focus on policy issues including (as the immediate highest priority) specifying limits on “spill and fill” restructuring, together with developing criteria for senior appointments, and procedures for merit recruitment and promotion on a somewhat longer timescale.   Work on this would ideally start in the first year but would be likely to take longer to develop, test, and discuss broadly so as to gain understanding and ownership.

Efforts should to be made with agencies that are interested in program support to enforce administrative standards and sanctions, and refer criminal cases to the courts where appropriate.  This should not be initiated across the board in a first stage, but only in agencies that are committed to raising performance and/or those in which civil society and the business sector take an interest and could be mobilized in parallel, thus reinforcing the incentives on staff to perform.  Lessons learned will be valuable, including on the desirable balance to strike between positive incentives such as recognition and workplace training, and negative sanctions such as reprimands, administrative sanctions or dismissal, and criminal charges. 

Much of the above would need to be supported by appropriate, workplace-related, targeted training.  To ensure maximum benefits, managers would need guidance on how to put such training into an incentive framework and use it to build a professional service. This could be done by (i) encouraging the work unit to discuss and identify deficiencies in workplace skills that undermine performance, (ii) selecting groups or individuals for training on the understanding that better performance will be expected post-training, and (iii) insisting that the training is applied and maintained over time and that the group or individual is more productive on return. Capability for teamwork, information sharing and effective records management and retrieval will need to be part of this process. Emphasis on the capability of the group or team rather than the individual will improve the chances of building professional peer groups and broader institutional strength over time, rather than creating isolated skilled individuals who no longer fit the prevailing organisational culture. 

2. There is improved use and management of public financial resources

Budgets to strengthen service delivery
At present, over-expenditure on salaries and wages is sucking resources from operations and maintenance budgets (goods and services) and disabling development projects.  This is one of the most significant reasons that services have declined - and have collapsed in some areas - and continue to decline despite the abundance of resources available.  An early priority should therefore be to rein in expenditure on wages and salaries that is above appropriated amounts, with particular attention to the provincial level.  It would be important to work with the Departments of Treasury and Finance so that warrants are not released for payroll expenditures that exceed appropriation.  It may be necessary to reach this target in stages so as to give managers timely warning to rationalise staffing levels, with attention to the skills actually needed in order to deliver services and severely cut back the burgeoning recruitment of casuals who may not be suitably qualified.  A particular focus would be warranted on over-staffing in administrative functions as opposed to staffing and resources needed for service delivery.

Second, an immediate focus on supporting the productive use of the DSIP grants (10 million kina per district) is recommended.  As districts are not equipped for project planning, implementation, or financial reporting, it would be important to bring in support for them in the near term, enable consultation on priorities, identify where project or service complexity warrants technical support for design and implementation, and set up simple systems to track expenditure.   

Third, immediate attention to rebuilding implementation capacity for maintenance is warranted.  This could entail support for key agencies such as Works, Education and Health to restore or upgrade their operational capacity to carry out maintenance, with a prime focus on roads in the first year.   It would be helpful to consult with communities on priorities, and set and communicate performance benchmarks so that early wins can be recognised and publicised.

A large proportion of government expenditure goes through procurement contracts, so a fourth priority would be to strengthen procurement transparency, competitiveness and efficiency at all levels of the administration.  For sustained results, the program would need to support stronger management, improved financial and procurement reporting, widespread dissemination of standardised bidding documents, clear criteria for bid evaluation and contract awards, and timely project execution and monitoring.  Reinforcing CSTB oversight, it would be helpful to support business and civil society scrutiny of procurement decisions.  Given the dearth of fully-trained procurement officers, there would need to be a large training effort, with PNG-specific modules developed with the CSTB and TRG, but training alone is unlikely to produce results without a stronger management and incentive framework around the procurement process. 

Working through and with the PPII program, EPSP should assist provinces to work within unified budgets and to plan and prepare budget submissions accordingly.  EPSP would also assist line agencies to prepare budget submissions within assigned ceilings. 

In parallel, it would be a high priority to begin the task of clarifying functional responsibilities at different levels of government (with responsibility for rural and feeder roads a first priority) so that staff and budgets can be allocated accordingly in further stages.  This would be a long-term task but needs to be started as soon as possible.  Cooperation and advice from NEFC will be central to success.

Subsequent steps would include:

· Formulate and cost service delivery objectives within a macro-fiscal framework – build on that to restore Medium-Term Resource Framework;
· Assist agencies with unit cost analysis and focus on a better mix of inputs and cost control to justify budget submissions (including reducing administrative costs and staff);
· Assess capacity of district and LLG governments to prepare budgets, implement, and account for activities; and 

· Align budgets (see next item).
Closer links between development, recurrent and windfall budgets
An early priority would be to support more effective project preparation in DNPM, line agencies and provinces. This would include identification of preparation, implementation and maintenance requirements and costs at all stages: design phase (consultation, planning, engineering, technical specifications); land and water rights (if needed); procurement; project execution and inspection; staffing, equipment and supplies; debt service (if any) and maintenance. This would enable the full project cycle to be supported and appropriate recurrent as well as development funds to be budgeted over the period of the project’s life.  It would be important to foreshadow expenditure needed in future years for the purposes of budget planning, and, where windfall (off-budget) or other trust account funds will be used to fund investment costs, to ensure that the project is supported in future years through the mainstream budget. Considerable management commitment and technical expertise would be needed to make this a reality, as well as cooperation from and between central agencies.  

To support the identification and inclusion of the costs of the full project cycle, communications between Treasury and DNPM are critical in order to (i) ensure recurrent budgets reflect requirements of projects approved; (ii) drop or postpone projects that cannot be delivered without more recurrent financing than is available/allowed under the Medium-Term Fiscal Strategy.   This would mean approved projects can be delivered effectively and would avoid waste of money on projects that will not be viable.

Subsequent steps would include:

· Building on the first stage, the next step would be to set joint or unified annual development and recurrent budget envelopes for line agency and for sub-national budgets, and prepare and evaluate budget submissions within that framework.  This will require substantial support from Treasury to line and sub-national agencies.  
· A further step would be to set out project and service delivery requirements within a multi-year framework defined by macro-fiscal policy and then move in stages to a full MTEF.

3. Government is more informed, transparent and accountable

Comprehensive, transparent and accountable budgets
An early priority would be to build on the public consultation in budget preparation that was tentatively started a few years ago, extend it to sub-national levels so that women’s voices are heard at all levels. Research shows that including adequate representation of women in consultations results in better quality and better targeted services for the community as a whole. As a follow-up, it would be important to explain publicly how final budgets relate to the recommendations and proposals received, what choices were made and why, the deviations of FBO outturns from budgets as appropriated, and to invite public feedback on budget performance.

At the same time, and complementary with the above, a high priority would be to put systems in place for key information that central agencies can supply to the public, after consultations with CIMC, Transparency International, and other grassroots NGOs to identify priority information.  This information would need to be in user-friendly form, easily accessible, and disaggregated by district and by sector.  It would include regular publication of warrant releases; announcements at local levels of development projects, maintenance and services that they can expect to see, and expected dates, for all three budgets (plan, recurrent, windfall).  In parallel, provinces would need support to publish budget plans and outturns based on integrated budgets and disaggregated by sector and type of service.  In further steps, benchmarks and timelines for delivery of services and information flows would be established to give public servants targets to work towards and to enable monitoring and feedback from the public.

Support for improved information flows that would help efficiency and transparency within and between levels of government administration is also a high priority.  This would include prompt information on warrant releases to provincial budget officers, administrators and program managers (by fax, telephone, email or radio depending on communications difficulties); transmission of information to provinces on budget appropriations to line agencies; assistance to provinces in publishing simple presentations, e.g. in Excel, of total budgets including own revenue and central transfers (700 and 200 series)

Budget comprehensiveness as well as transparency would be assisted by supporting the Department of Finance and other agencies to minimise the use of trust accounts, increase transparency in decision-making and access to trust accounts, and ensure that transactions data as well as budget balances are produced for all trust accounts.  Adequate numbers of well-managed and trained staff would be needed to support these improvements in performance and ensure prompt trust account reconciliations.  

Budget transparency would also be supported by regular public reporting and press releases under the Fiscal Responsibility Act, and timely updating of the Treasury website.  

Subsequent steps would include:

· Development of greater ownership of IFMS among potential users both inside and beyond DoF, and ensuring that the IFMS has the capacity to produce tables disaggregated by sector and locality, for both plan and actuals, for development, recurrent and windfall budgets.  Similarly support would be needed to enable DPM to produce information for both internal and public use on public sector workforce disaggregated by (i) regular staff versus casuals; (ii) numbers employed under goods and services budget; (iii) numbers at different grade levels; (iv) occupational categories and skill levels; with all categories broken down by geographic location and gender.

· Early attention to adherence to the Public Financial Management Act (PFMA) in relevant statutory authorities (SAs) is also a priority.  Considerable Government commitment and program support would be needed to enable SAs to adopt transparent financial management and reporting including on gross revenues, expenditures, and debt. 

· Accountability can be supported by an immediate tightening up on reports required from all levels of government and all types of agency (including SAs), investigating the reasons for slow or absent reporting, and, in a further stage, ensuring the compatibility of reporting formats and technology.  Reporting as well as other communications would be assisted by improvements in and extensions of telephone, fax and email services throughout the country.  Planning for adequate communications facilities throughout the country should start in the first year. 

· A further support for accountability would be achieved by using audit reports as mini-diagnostics of operational weakness and malfeasance and then supporting managers to follow up in order to find and remedy the causes of poor performance.  In some cases, fragmentary or absent account and record-keeping would prevent any meaningful accountability, and it would be important to allocate program resources to building more effective records management and retrieval, and identifying areas where this is most needed. 

External audit and the PAC
The OAG has made notable progress in eliminating the audit backlog and preparing timely audit reports, but their impact has been diminished by lack of prompt tabling and thorough discussion in Parliament.  Follow-up by government agencies and, where appropriate, prosecution, in response to the findings of external audits and the PAC has also been limited.  It would be important for the EPSP to collaborate with other relevant programs on ways to tackle these weaknesses in the cycle of accountability and support follow- up on findings within government.  In parallel, it would be useful to enable publication of summary audit findings and to support monitoring and analysis by civil society organisations. 

4. Policy, regulatory and institutional settings are more supportive of sustainable broad-based growth

An early and urgent priority would be to support analysis within government of the macroeconomic impacts of the global financial crisis.  A further urgent priority would be to analyse the impact of the LNG project on the macroeconomy and sectors such as transport, housing, social services, migration (both internal and external), and public investment in infrastructure, and to plan and implement a facilitation and mitigation strategy that would lessen the chances of inflation and destabilisation of the real economy and the regions.  Following on from that, it would be equally important to work out how to safeguard revenues and plan for carefully staged expenditures, in order to minimise inflationary and exchange rate pressures and avoid wasteful spending. This could include consideration of off-shore placements of funds (e.g. with the Bank of International Settlements), with a focus on low risk and security of returns.  In parallel, support would be needed to develop a prudent government investment policy, having regard to avoiding conflict of interest with the state’s role as a regulator, and giving priority to investing in the sustainability of broad-based growth and services.  

Support for macro-fiscal sustainability on a broad front is also a high priority for the first and following years of the program.  This would entail support in strengthening tax and customs policy, services, and compliance, and developing and adhering to the Medium-Term Fiscal and Debt Strategies, with continuing debt repayment so that PNG is well positioned when the current boom fades. While expenditure from the Supplementary (windfall) Budgets must be constrained over time in order to avoid inflationary pressure, it is also important to ensure that amounts released each year do contribute to sustainable development.  Support is likely to be needed to dovetail windfall expenditures with the priorities and project planning established under the mainstream budget and to ensure that there is sufficient recurrent funding associated with windfall investments to maintain assets in future.

A focus on timely and transparent implementation of the National Agriculture Development Plan, National Television Service and the recommendations of the National Land Report is a high priority also for initial and subsequent years and would open up economic opportunity in the rural areas.  It would be particularly important to support women farmers and entrepreneurs by helping them establish rights to land and access to finance.  Supporting the construction of informal-sector market facilities at local levels would also aid local entrepreneurship especially of women.

Another important area for women is entitlement to royalties from mineral resource and forestry revenues, so that they can be ploughed back into the local community and businesses.  Here, the program could support women in relevant regions, and also cooperate with the Extractive Industries Transparency Initiative (EITI) which the Government has indicated it would adopt in order to achieve greater transparency in the distribution of resource-related payments and revenues at all levels.   

An early win could be achieved by supporting the Department of Labour and industrial Relations in restoring its labour market information service including the technology and information-gathering capability needed to maintain it.  Information on employment, unemployment, vacancies and skill deficits is important for macroeconomic analysis, business, and labour market participants alike. 

Support for the economic environment would also include a review of the existing structure of regulation and the ways in which regulations are enforced.  This could be reinforced by commissioning surveys to assess private sector views on priorities for action.  The “Doing Business” Survey of PNG would also be a useful source in informing program support for the investment climate.   After this diagnostic stage, support would be needed to help the relevant agencies simplify and clarify regulations, remove enforcement abuses, and move towards an efficient and orderly regulatory environment. Tackling the deterrent effects of violent crime and insecurity would require cooperation with other programs.  

In a further stage, the program would support an in-depth review of a number of state-owned enterprises and statutory authorities/SOEs whose functioning has important implications for the good management of the economy and the natural resource sectors (the diagnostic developed under the PERR could be used), with follow-up support to strengthen corporate governance, improve management, strengthen financial compliance and enable regular SA and corporate reporting.

Annex 2 – Monitoring and Evaluation Framework
Monitoring and evaluation (M&E) in EPSP serves two equally important purposes: it provides management information so program management and both governments can continually calibrate implementation to maintain progress towards results and outcomes, and to achieve the greatest impact. It also provides the basis for accountability to both parties and the citizens of both countries regarding the effectiveness of the investment in the program by both governments. In other words, the M&E arrangements ultimately seek to answer two overarching questions: 
1. Is the program being implemented as planned? and

2. Is the program having the intended positive effect (and not causing unintended negative effects)? 

M&E will provide management information to the Program Office and the Program Management Group to ensure the program is heading in the right direction; it will generate performance data for reporting on EPSP performance to the governments of PNG and Australia; and it links the hierarchy of the program to PNG’s national priorities and the agreed priorities for the development cooperation program (the PNG-Australia Partnership for Development). The approach to M&E reflects both countries’ increasing commitment to managing for development results and a greater performance orientation.
EPSP is a long-term, flexible and responsive program that will work to support capacity development and improved service delivery across a range of agencies and functions, within an annually-updated Strategic Framework. Therefore, while the results framework provides the strategic focus for the program, it is not possible to provide a highly detailed set of performance indicators by which to monitor and assess the achievements of the program. Further, because progress towards the results and outcomes will be influenced by a range of factors – only one of which will be the support and cooperation through EPSP – a simple set of performance indicators would be insufficient on its own as a foundation for performance assessment. 
Therefore, EPSP takes a mixed-methods approach to M&E, recognising that improved capacity should be reflected in the development outcomes sought by the program, as articulated in the results framework. The EPSP M&E approach retains a focus on the desired development results. This reflects the reality that both governments are accountable to their citizens for practical and visible improvements in PNG’s economic and public sector operations. But it also incorporates elements of the systems approach to monitoring capacity development, in light of international thinking about new ways to monitor capacity development
. This approach recognises that there are many stakeholders in government effectiveness and their perspectives on ‘capacity’ must be incorporated in monitoring public sector capacity development. There is a high degree of interconnectedness in the public sector that influences the outcomes of capacity development efforts. It also acknowledges that feedback on change – not just measurement – is critical. Further, the multi-stakeholder approach reflected in EPSP M&E arrangements can lead into valuable opportunities for organisational learning and can link to strategic planning in a cycle of learning, reflection and planning. 
The M&E arrangements for EPSP include elements of a research-based approach and the incorporation of the principles of contributions analysis
, in order to deepen the consideration of what the program achieves. The results framework provides the higher-order elements of the design; specific activities, or packages of activities (including Partnerships for Capacity Development) will specify their own intended outcomes against which they will be monitored. Within this, individual advisers or other service providers will be monitored again assignment-specific indicators. 
There has been a commitment by GoPNG to develop a whole-of-government Performance Planning and Monitoring Framework (PPMF). The PPMF will be a principal tool for monitoring public service performance. Once implemented, it will frame GoPNG’s performance monitoring and the progress of specific outcomes and outputs that government agencies are expected to deliver on an annual basis. EPSP could support the further development of PPMF if asked, and ultimately the M&E arrangements for EPSP will be adjusted to align closely with the indicators and reporting requirements for GoPNG as a whole. Further, the regular review and adjustment of the M&E arrangements for EPSP will consider the extent to which program-specific M&E activities can be scaled back to increasingly use improving GoPNG systems while retaining sufficient monitoring and management for program quality. 
Features of the M&E arrangements: 
· mix of quantitative and qualitative indicators and a range of evaluation methodologies (a ‘mixed-methods’ approach), including participatory methods that bring in both men and women;

· a combination of indicators of progress and success, and qualitative approaches to monitoring capacity development; 

· maximum use of, and thereby strengthening of, GoPNG monitoring and reporting systems, and support for greater GoPNG analysis of data, including gender analysis;

· commitment to sex and other disaggregation in data to the greatest extent possible;

· integration of program reporting with the reporting cycles of GoPNG and AusAID;

· inclusion of resources to support a responsive program of issues-based evaluation studies;

· support agency performance planning as an integral part of budget processes;

· full-time M&E professional resources to support GoPNG and EPSP performance assessment and reporting; and 

· the use of the EPSP Capacity Diagnostic as both a planning and a monitoring tool.

Levels of Analysis

The M&E arrangements operate at four levels of analysis: 
Results: Achieving the targeted results is not wholly within the scope of EPSP, but its efforts are intended to make a substantial contribution to achieving them. Other GoPNG programs, and the support of AusAID and other donors will also contribute to these results, and their achievement will also be influenced by exogenous factors. Therefore, results indicators are national and generally third-party (i.e. not specific to the EPSP), and the M&E arrangements provide the basis for assessing program contributions.  Results have a 10 year timeframe and as such performance will be assessed over that timeframe. 
Program Outcomes: Outcomes will in many cases require some additional customised data collection and/or analysis to provide indicators of progress; plus research questions. The M&E Specialist will support others (ideally mainly in government) to do some data collection, but will also facilitate data collection and analysis. Customised data collection will be tailored to meet GoPNG or public needs as much as, if not more than, program needs. Outcomes have a 5-year timeframe so will be monitored over that timeframe. 
Activity Outcomes: These will be specified for each Partnership for Capacity Development, or other activities. Because the details of these will be progressively developed over the life of EPSP the M&E framework does not include indicators at activity level. However, activities will be designed and specified so that achievement of Activity Outcomes will contribute, through the program logic, to the achievement of Program Outcomes and Results. It will be a core requirement of all new EPSP activities that they clearly articulate their intended outcomes, and the program M&E Specialist will be available to assist with this where necessary. 
Inputs: Program inputs will be monitored throughout program implementation in order to provide program management and both the Governments of Australia and PNG with data, including on resource utilisation and cost.  While inputs monitoring is of little value in determining a program’s effectiveness, there will remain a need – especially in a large program such as this – to be able to report the extent of use of the various modes of support, the relative costs of different inputs, and the range of sources for procurement. Input data is also essential for reporting selected indicators agreed in the PNG-Australia Partnership for Development. The Managing Contractor will develop and maintain a program database to house these data and produce a range of utilisation reports as necessary. If possible the program database will be integrated with existing GoPNG systems although it is understood that these have limited capacity at this stage.  
Facilitated Performance Analysis 

This process is the centrepiece of linking the evidence of change to an assessment of program performance, with a particular focus on the Outcome level where change is expected to be evident sooner than at the Results level. It will be undertaken in November/December so it feeds directly into the finalisation of the Strategic Framework for the coming year, and to feed into the AusAID performance reporting cycle which commences in February each year. 
The M&E Specialist will facilitate structured Contribution Dialogue as a basis for the contribution analysis, bringing together all the evidence on changes in the areas of EPSP work with information about other GoPNG, AusAID and donor programs also operating in those areas. The goal of the Discussions is to reach consensus about the extent of the contribution made by EPSP to the perceived changes.  As such, the participants in the Contribution Dialogue meetings are crucial. The group should bring together a comprehensive range of perspectives from AusAID, GoPNG and other Australian Government Agencies, as well as civil society. 
The M&E Specialist will further develop the methodology for the Facilitated Performance Analysis, including the annual program of Contribution Dialogue meetings
. They will be structured around each Partnership for Capacity Development, or another grouping of inputs, depending on the logical links between activities within the program. For example, it may be most appropriate to structure a Contribution Dialogue around the package of assistance to a single department; alternatively there may be more value in discussing assistance across agencies in a common, inter-related technical area. 
The Contribution Dialogue meetings will explore a set of key questions around the agreed intended outcomes: 
1. What were the changes you expected to see over the last year, as a result of EPSP support? 

2. Did those changes occur? 

3. How changes were experienced differently by men and women and what is the significance of any differences? 

4. What evidence exists to confirm those changes? 

5. What else (other than EPSP support) might have influenced those changes? 

6. Would those changes have occurred without EPSP assistance? 

7. What other changes – for better or worse – occurred as a result of EPSP support? 

8. If the expected changes did not occur, why not? 

9. Where no positive changes occurred, would the situation have been worse in the absence of EPSP support? 

The discussions will also include a forward-looking element, in order to reflect on the conclusions reached about performance and feed into planning for the coming year: 
10. What should the focus be in future, in order to achieve the desired changes? 

11. Should the target outcomes be changed for the future? 

The Contribution Dialogue is, as designed, specific to EPSP. This reflects both the weaknesses in PNG’s own M&E systems and practices, as well as the requirement for AusAID to demonstrate the results of its assistance, and the need for a structured approach to analysing performance information as the basis for EPSP management decisions. In light of international commitments to increasingly support and use GoPNG systems
, including for M&E, EPSP management will regularly review and revise the approach to the Contribution Dialogue – and in fact to the entire M&E system – in order to identify and implement opportunities to achieve greater integration of EPSP with PNG systems. 

Biennial Program Effectiveness Review

The program will be subject to a biennial independent evaluation in the form of a Program Effectiveness Review. Undertaken every two years these evaluations – a mix of formative and summative evaluation of program progress and outcomes – will be key points of review as shown in the diagram below. The second of these, at the end of Year 4, will be a Mid-Term Review (Independent Progress Report) and will inform decisions about the future shape and focus of the program for its second phase, allowing enough time for any necessary re-design and any restructuring of management or implementation arrangements. The Program Effectiveness Review will provide the opportunity to test key assumptions in the program design related to the effectiveness of different forms of aid and to review and revise the program’s theory of change as the basis for achieving positive, sustainable change.        
These evaluations will be undertaken by a joint Independent Monitoring Group (IMG). The IMG will include senior personnel with technical evaluation skills as well as public sector, economic governance and public financial management expertise. They will be completed at arm’s length from both governments and the implementing contractor, although all parties would agree the evaluation TOR and methodology, which will be developed by the IMG. Australia and PNG will jointly select IMG members, and it may bring in expertise from both governments as well as independently contracted technical experts.
Periodic Issues-based Evaluation Studies 

In order to deepen the understanding of the issues, opportunities and constraints in the economic and public sector field, and of the contributions being made by GoPNG and donor support efforts via EPSP, the program will support an ongoing series of issues-based evaluation studies as part of the program’s research and analysis component. For example, the program could support an evaluation of service delivery agency responses to perceived changes to central agency practice in budget preparation; or it could undertake an evaluation of line agency implementation of a new policy (such as a gender policy in public sector HRM). Equally, the program could support an impact evaluation of the PSWDP if DPM sought such support, or of other GoPNG programs supported through EPSP. 
These periodic evaluations will thus examine specific issues of interest or concern during program implementation, identified by any stakeholder. Evaluations would be agreed by the PMG on the basis of a proposed evaluation plan. The principle of these issues-based evaluations would be to disseminate the findings widely through an explicit communication strategy, prepared and agreed during the preparation of evaluation plans. The M&E Specialist will assist with the development of evaluation plans and with the identification of appropriate expertise, particularly within PNG and the region. 
M&E Matrix 

An indicative M&E matrix for EPSP is provided below. The matrix specifies data sources, monitoring mechanisms and a mix of indicators and research questions to guide the Contribution Dialogue process, forming the basis for the ongoing monitoring and evaluation of program effectiveness. It also includes a series of performance measures for the program management and governance arrangements to provide the most effective structure for the management of the program as a partnership between the Governments of PNG and Australia. The Annual Program Report (see below) will report in alignment with the matrix and the other provisions of the M&E arrangements. 
The M&E matrix will be reviewed on mobilisation of the program through a participatory M&E workshop so that it utilises current GoPNG systems to the greatest extent possible, and to maximise the value of data and reporting tools for GoPNG. 
Program Reporting 

The M&E arrangements for EPSP are designed to keep formal program-specific reporting to a minimum so that reporting does not become a distraction from program activities for implementers and program management bodies. A number of regular reports are, however, necessary: 
Annual Program Report to CACC: The Annual Program Report will provide an overview of progress in EPSP, based on the conclusions reached by the annual Facilitated Performance Analysis. It will include reflections on the M&E matrix and will report in alignment with the matrix, and will feed directly into the preparation of the next indicative Strategic Framework. The Annual Program Report will also feed into AusAID’s annual quality and performance reporting processes. 
Quarterly Program Reports to PMG: These reports will be prepared with a focus on exception reporting, highlighting significant areas of concern (whether requiring PMG action or not), and highlighting significant achievements or opportunities. Quarterly reports will be brief and will focus on issues, lessons, opportunities and constraints. 
The Program Director will provide more frequent verbal reporting to the PMG and to PM&NEC and AusAID as required. 
Implementation Reports: Program implementers (advisers/ training providers/ other technical assistance etc) will take a similar exception-report approach, providing brief quarterly reports to the Program Director. SGP deployees will have separate, but parallel, reporting obligations – most likely to the SGP Steering Committee. These reports will provide equivalent information to the EPSP implementation reports and will be copied to the Program Director. They will feed into the program-level reporting to the PMG and CACC in order to provide a complete picture of progress, risks, opportunities and lessons learned within the EPSP. 
The diagram below gives an overview of the links between EPSP and PNG reporting: 
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Roles and Responsibilities 

The CACC provides the strategic oversight of the program, approving the Strategic Framework and monitoring EPSP performance at the levels of Results and Program Outcomes. CACC members will participate in the annual Facilitated Performance Analysis.
In partnership with GoPNG, AusAID also monitors the program at the Results and Program Outcomes levels, and at the activity level through its membership of the Program Management Group. AusAID will also provide procurement and logistical support for the joint Independent Monitoring Group. 
The Program Management Group monitors progress and performance at both program and activity levels, and makes ongoing decisions about what the program supports. PMG members will participate in the annual Facilitated Contributions Analysis including appropriate Contribution Discussions. .
The Program Director has overall responsibility for the implementation of the M&E arrangements. The PD will monitor program performance at all levels and will lead on performance management of all contracted program inputs, as well as taking primary responsibility for program reporting to PMG and the CACC. 
The Program Director will be supported in this by the full-time M&E Specialist, who will be the dedicated resource for the implementation of the program M&E arrangements, 
The program will establish a M&E Working Group, convened by the M&E Specialist.  The Working Group will bring together officials with a M&E role from EPSP core agencies (those represented on the PMG) to form a community of practice. It will: 
· peer review M&E arrangements and framework to enable closest possible links with GoPNG systems and timetables; 

· build capacity in M&E amongst members; 

· strengthen the status and value of monitoring information as an important contributor to government decision-making; 

· participate in the annual Contribution Dialogue process, and 

· support the operationalisation of GoPNG’s increasing interest in development results, as articulated in the PNG-Australia Partnership for Development, and enhance GoPNG’s own monitoring and evaluation efforts. 

· The Working Group could be a conduit to identifying new avenues for the program to support stronger results focus and enhanced performance assessment and reporting within and beyond GoPNG. The Working Group may also be the basis for identifying options for the secondment of GoPNG M&E officials to the EPSP team for a short period – possibly around the annual Facilitated Performance Analysis, or to participate in a specific evaluation study – as a capacity development investment. 
· Providing an independent perspective on the achievements and performance of the program will be the joint Independent Monitoring Group (IMG).  The IMG will: 
· conduct a biennial independent review of program effectiveness (i.e. every two years) – the second review, i.e. Yr4 feeds directly into the phase 2 design and comprises AusAID’s Mid-Term Review; 

· include at least an evaluation specialist; PFM specialist, public sector capacity building specialist; 

· implement participatory evaluation methodologies to assess the effectiveness of the program in its focus areas and to identify unintended consequences – both positive and negative – for men and women within and beyond GoPNG; and

· be contracted by AusAID but jointly agreed by GoPNG and Australia include SGP agencies. 

Monitoring and Evaluation Matrix 

The following provides an indicative M&E matrix for EPSP. It will be reviewed on mobilisation of the program through a participatory M&E workshop so that it utilises current GoPNG systems to the greatest extent possible, and to maximise the value of data and reporting tools for GoPNG. In particular, the matrix will be revised when GoPNG has a Performance Planning and Monitoring Framework ready for implementation to achieve integration with the new system. Performance indicators in the Schedule to the PNG-Australia Partnership for Development: Priority Outcome 4 (an Efficient and Effective Public Service) are an important point of reference for EPSP and will be included in the M&E matrix once agreed between GoA and GoPNG. Efforts are focussed at the Results and Outcomes levels, reflecting the levels of analysis most of interest to GoPNG and to AusAID, and of most significance for management of the program. 
The research questions will guide the design of the Independent Program Effectiveness Reviews and other evaluation exercises, and will be the basis for discussions at the annual Contribution Dialogues as well. Where possible, indicators of progress or success are also included in the matrix, noting that in some cases the source of data is still in development or under discussion. For this reason, as noted in the M&E arrangements, it will be essential to review, re-confirm and update this matrix on mobilisation of EPSP and annually during program reporting and planning processes. 
	Item
	Research Questions and Indicators of Progress (Success) 
	Data Source/ Monitoring Mechanisms
	Frequency

	Goal: An effective and efficient public service that focuses on service delivery for the men and women of PNG, and creates an enabling environment for broad-based economic growth
	Over more than ten years there are multiple indications that the public sector is more effective; that service delivery is improving, and that the operating environment for the private sector (both large and small enterprises) is more favourable for business and for men and women citizens. 
	GoPNG data
	Annual 

	
	
	Third party analysis and reporting (such as multilateral banks, development partners, international organisations, civil society organisations) 
	Periodic

	
	
	Worldwide Governance Index (Government Effectiveness
 and Regulatory Quality
)*
	Annual

	Result 1: A more skilled and effective public sector workforce 
	What evidence exists to suggest that the public sector is more skilled? 

In particular, what evidence exists in the areas where EPSP has assisted? 

What evidence exists to indicate a more effective public sector workforce? 

· Trend data over more than five years indicating progress towards the majority of PNG targets (e.g. those in the Public Sector Reform Strategic Plan for Improving Service Delivery in Papua New Guinea 2008-2012 and in PSWDP program plans). 

· Worldwide Governance Index – Government Effectiveness rating*
	Mid-Term Review (Independent Progress Report)  
	Year 4 of EPSP

	
	
	Public sector reform reporting
	Periodic

	
	
	PSWDP reporting
	Annual 

	
	
	State of the Public Sector Report

	Biennial?

	
	
	Worldwide Governance Index
	Annual 

	1.1 Leadership and management in the public service is improved
	How have senior managers (in EPSP-supported agencies) changed their management practices? 

What has the effect of any changes been? 

To what extent do public sector managers and leader face greater accountability for service delivery? 
	Independent Program Effectiveness Review
	Biennial 

	
	
	State of the Public Sector Report
	Biennial?

	1.2 Men and women in the public service are more capable and motivated 
	To what extent have motivations in the public service changed? 

What impact (if any) has this had on their performance? 

What evidence exists of increasing capabilities amongst public servants? (particularly where EPSP has assisted) 

How are changes in motivation different for men and women? 
	Independent Program Effectiveness Review
	Biennial 

	
	
	State of the Public Sector Report
	Biennial?

	1.3 Stronger, equitable human resource policies are implemented  
	What evidence exists of a more equitable approach to public service employment?

What has been the effect of any changes in HR policy and practice? 

· New policies in place and implemented

· % men and women at different levels and in different sectors of the public service (including at Secretary level) 

· Extent of part-time or otherwise flexible working arrangements for public servants 
	DPM and other Department documentation 
	Ongoing

	
	
	Independent Program Effectiveness Review
	Biennial 

	
	
	State of the Public Sector Report
	Biennial?

	Result 2: Improved use and management of public financial resources
	What evidence exists to indicate that PNG is making better use of its public financial resources? 

· Worldwide Governance Index - Control of Corruption rating
*

· Proportion of PEFA scores that are A or B*
	PEFA
	Biennial (next in 2010) 

	
	
	IMF Article IV Reports
	Annual  

	
	
	Worldwide Governance Index 
	Annual 

	
	
	Mid-Term Review (Independent Progress Report) 
	Year 4 of EPSP 

	2.1 Budget preparation is improved 
	How has the budget preparation process changed? 

To what extent has participation from outside government in budget preparation changed (e.g. consultation with civil society or the private sector)? 

· Proportion of government spending covered by multi-year spending plans (% of government spending)*
	Independent Program Effectiveness Review
	Biennial 

	
	
	Budget Papers (GoPNG and Provinces) 
	Annual

	
	
	PEFA
	Biennial (next in 2010) 

	2.2 Budget allocations and execution increasingly support service delivery for men and women  
	What effect are any changes in budget processes having on the eventual composition of the budget? 

How have budget allocations changed in terms of GoPNG’s commitment to increase funding for service delivery? 

To what extent have budget allocations to provinces been re-aligned to actual service delivery costs? 

· PEFA PFM indicators*

· % of budget allocations (at national and sub-national levels) directed to operations and maintenance for service delivery 
	Independent Program Effectiveness Review
	Biennial 

	
	
	NEFC Reports
	Annual 

	
	
	PEFA
	Biennial (next in 2010) 

	2.3 Public financial management controls are stronger 
	To what extent is public financial management and administration more effective? 

What evidence exists of improvements in internal accountability? 

How have financial management and administration systems and practices changed (improved)? 

· PEFA scores in relevant areas show a trend of improvement*

· Release of public accounts 

· Payroll expenditure increasingly remains within budget limits
	Independent Program Effectiveness Review
	Biennial 

	
	
	Audit reports
	Periodic

	
	
	PEFA
	Biennial (next in 2010) 

	Result 3: Government is more informed, transparent and accountable 
	To what extent is the GoPNG using a stronger base of information and analysis to inform its policy making and decisions? 

How has access to information about government operations changed over time? 

What evidence exists of any trend towards increased transparency in government operations and resource allocation?

· Worldwide Governance Index – Government Effectiveness rating*
	Independent Program Effectiveness Review
	Biennial 

	
	
	Issues-based Evaluations
	Periodic 

	
	
	Mid-Term Review (Independent Progress Report)  
	Year 4 of EPSP

	
	
	Worldwide Governance Index 
	Annual 

	3.1 Information flows within government are more timely and efficient, and policy is increasingly evidence-based  
	How has GoPNG changed its practices in the dissemination of financial and budget information within GoPNG (i.e. between central and line agencies)? 

How has GoPNG changed its practices in the dissemination of financial and budget information from national to sub-national governments and agencies? 
	NEFC Reports
	Annual 

	
	
	Independent Program Effectiveness Review
	Biennial 

	3.2 External scrutiny and audit systems are more effective  
	To what extent are key external accountability systems more effective, particularly the Public Accounts Committee and the Auditor-General’s Office? 

· Accountability mechanisms more adequately funded and staffed 

· Accountability institutions undertake increased and/or more frequent scrutiny of Government actions

· Release of public accounts 

· Transparency International Perceptions of Corruption Index 
	GoPNG Budget papers
	Annual 

	
	
	Independent Program Effectiveness Review
	Biennial 

	
	
	PAC, AGO reports
	Ongoing (increasing)

	
	
	PEFA
	Biennial 

	
	
	Transparency International 
	Annual 

	3.3 There is greater dissemination of information on budgets and services to men and women
	What has changed in the dissemination of budget details to the public (e.g. extent and detail of information provided; means of dissemination in order to reach more people in more places; level of disaggregation of data etc)? 

To what extent is the media more actively involved in monitoring government actions? 
	CIMC monitoring and consultations
	Annual 

	
	
	Independent Program Effectiveness Review
	Biennial 

	
	
	EPSP issues- based Evaluation studies
	Periodic

	
	
	Independent Program Effectiveness Review
	Biennial 

	
	
	Third party monitoring and evaluation (e.g. Democratic Governance Program, Transparency International) 
	

	Result 4: Policy and regulatory settings are more supportive of sustainable broad-based growth
	A series of assessments over five years conclude that the policy framework is more supportive of broad-based growth (i.e. growth that benefits men and women in rural and urban areas), including World Bank Doing Business Survey ranking* 
	IMF Article IV Reports 
	Annual  

	
	
	World Bank Doing Business Survey 
	Annual 

	
	
	WB/ADB Country Assessments*
	Annual 

	
	
	EPSP and other Evaluation Studies 
	Periodic

	4.1 Sound and sustainable macroeconomic policies are implemented
	To what extent are sound macroeconomic policies in place? 

How effectively are those policies being implemented? 
	GoPNG and third party analysis and reporting 
	Periodic 

	
	
	Independent Program Effectiveness Review
	Biennial 

	4.2 Regulatory environment for private sector activity is more efficient and transparent 
	What evidence exists of improvements in the regulatory environment? 

· WB Doing Business Survey – time to start a business*
	World Bank Doing Business Survey 
	Annual 

	
	
	Independent Program Effectiveness Review
	Biennial 

	4.3 Public institutions in the economic sector operate more effectively, transparently and equitably
	What evidence exists of improvements in management of economic sector public institutions? 

What progress is being made at bringing publicly-funded statutory authorities under the Public Financial Management Act? 
	Public Expenditure Review and Rationalisation Reports 
	Periodic 

	
	
	Independent Program Effectiveness Review
	Biennial 

	Program Management
 – by the Managing Contractor and by AusAID 
	How is the composition of EPSP support changing (is there reduced and more strategic use of international technical assistance)? 

How effectively is EPSP achieving increased gender equity in and through its assistance? 
To what extent are EPSP inputs (particularly technical advisers) taking a more effective approach to capacity building?  

To what extent is EPSP delivering a program of support that is increasingly coherent and integrated between the various elements of assistance (e.g. links between training and technical assistance)?

How effectively is EPSP coordinating and cooperating with other AusAID-supported programs in PNG?

To what extent is EPSP cooperating with other development partners to deliver a more coherent program of support to GoPNG? 

How is EPSP integrating HIV/AIDS into its program? 

To what extent are the key assumptions underpinning the program logic still holding and how should the logic be adjusted to reflect any changes in the assumptions?

To what extent is EPSP support aligned with GoPNG systems and processes? 


	Independent Program Effectiveness Review
	Biennial 

	
	
	EPSP Data
	Ongoing 

	
	
	Diagnostic work
	Ongoing 

	
	How effectively has EPSP managed its risks and how has this affected the achievement of program objectives?  

What evidence exists of EPSP increasingly directing support through GoPNG systems and process?

How effective is the Monitoring and Evaluation Framework as a means to support continuous learning and managing for results? 

· % EPSP budget spent on international TA per year*

· % EPSP budget spent on national TA per year

· % EPSP budget directed through GoPNG financial systems*

· % EPSP budget through GoPNG procurement systems* 

· % men and women technical advisers

· % men and women participating in EPSP decision-making

· % men and women participating in EPSP activities
	
	

	
	· 
	
	


* indicates this is a performance indicator agreed in the PNG Australia Partnership for Development 
Annex 3 – Management of Risk
GoPNG and GoA will jointly monitor and manage risks affecting EPSP, with support from the Program Office and the Managing Contractor. Appropriate strategies to adapt to changes in the operating environment will be developed as required, as part of the close working relationship between both governments underpinning EPSP operations. The main risks facing the implementation of EPSP and the proposed management responses are summarised below. Management of these risks will be tracked as part of the ongoing assessment of aid effectiveness through the Monitoring and Evaluation Framework. 
Macro level instability and external shocks

Risk: International economic downturn, domestic or regional political instability, conflict, health pandemics, natural disasters and/or other climate-related events, lead to a reduction in growth and/or a significant shift to short term priorities, and as a result reduces GoPNG capacity to fund and implement ongoing economic and public sector improvements.
Response: Bilateral policy dialogue, together with high level consultations on the aid program, will include consideration of macro-level shocks and the need for modification of aid program assistance. EPSP support for economic management, planning and budgeting, together with increased coordination and partnership among program stakeholders will improve the capacity of central agencies to support an effective government response to external shocks, including strategic reprioritisation of available resources as required.
Political and bureaucratic commitment to PNG’s economic and public sector development

Risk: GoPNG political and bureaucratic commitment to EPSP and its own programs for economic and public sector development is reduced and/or the role of key partners changes (particularly the CACC) significantly as part of broader public sector reform processes, resulting in misalignment of priorities between governments.
Response: The alignment of GoPNG and donor resources and the effectiveness of the GoA-GoPNG development partnership are priorities of both governments and endorsed by the PNG-Australia Partnership for Development. Every effort will be made to align EPSP within GoPNG’s preferred structures and systems and the program will adapt to GoPNG’s structural changes as they occur in an appropriate way.  
EPSP will assist partner agencies to build and maintain political and bureaucratic commitment by supporting the implementation of existing and new GoPNG priority initiatives. In doing so, EPSP will seek to support reform champions and their efforts to build a solid commitment base across government, at sub-national levels and within communities. Technical assistance and analytical and research support will assist central agencies to assess the technical and financial feasibility of new initiatives to increase the likelihood of successful implementation, thereby bolstering commitment from GoPNG and other stakeholders. Supporting information collection and dissemination, as well as improved monitoring and reporting mechanisms will be crucial to these efforts. 
Status of economic and public sector coordination mechanisms

Risk: The longer term status of GoPNG’s central coordination mechanisms, particularly the CACC, becomes uncertain, limiting the effectiveness of central coordination of economic and public sector development. 
Response: Strengthening the CACC Secretariat and assisting CACC member agencies to provide effective coordination of economic and public sector development will help maintain the CACC’s good standing within government and responsiveness to both bureaucratic and political demands. The annual Strategic Framework and annual performance reporting under EPSP will facilitate CACC’s coordination efforts and its links to service delivery agencies and sub-national administration. The establishment of the Program Management Group to provide oversight of program implementation also has the potential to be an effective sector coordination mechanism. 
Use of and integration with PNG systems

Risk: An integrated approach to capacity and systems development results in PNG’s own systems becoming over-whelmed, dominated or distorted. For example, attention given to the management of aid program funded inputs may distract attention from a focus on the management of agencies’ own personnel and resources. Similarly, attention to development budget expenditure may distract attention from expenditure under recurrent and supplementary budgets.
Response: EPSP will minimise transaction costs associated with joint management of the program. GoA engagement with program coordination mechanisms will be strategic and planned around key decision-making points within PNG’s budget cycle. EPSP support will adopt a whole-of-budget approach to strengthening systems and processes to make effective use of all available resources. GoA-GoPNG collaboration in the joint management arrangements for EPSP will enable emerging issues to be identified early and alternative arrangements developed and agreed should particular processes prove to be problematic or ineffective. Integration with and building capacity of PNG systems will be a cornerstone of EPSP support.
Risk: The use of PNG’s financial management systems for EPSP funds are subject to misallocation, misappropriation and/or fraudulent activities. 
Response: EPSP will support improvements in the public financial management system in PNG, particularly capacity in budgeting, financial controls and accountability systems including internal and external audit. AusAID and key partners, particularly PM&NEC, DNPM, DPM, Treasury, Finance and Auditor General’s Office, will work closely together to monitor budget and financial management processes so that resources are used efficiently, effectively and for their intended purpose. Attention will be given to monitoring and managing changes, particularly deterioration, in the capacity of financial management systems across government and within partner agencies.  
EPSP will negotiate increased oversight of targeted resources to bolster particular processes if concerns emerge, and will work closely with PNG so that all appropriate administrative and, where necessary, legal processes are undertaken in cases of financial mismanagement or suspected fraud. EPSP, in close consultation with key partners, will also commission independent audits of trust accounts used under the program on an annual basis, as part of the annual aid effectiveness review process. Successful anti-corruption strategies and action (including information dissemination) is critical if government funding is to be used in support of effective service delivery.   
Public service capacity to improve service delivery

Risk: As implementation of PNG’s public sector and economic reforms progresses and emphasis shifts from strengthening central agency capacity to outreach and support for service delivery through line agencies and sub-national levels of government, the management of the reforms becomes correspondingly more complex, threatening the sustainability of capacity development activities. 
Response: EPSP’s strong focus on public sector capacity development will support GoPNG to improve the capacity of the public service to delivery services over the long term. The capacity building approach includes working closely with central agencies to build more productive relationships with partners working outside Port Moresby. EPSP will collaborate with other GoA and donor supported programs that are focused on building the capacity of national agencies, as well as sub-national levels of government and across NGOs and communities. Supporting improved performance monitoring through CACC of the implementation of reform efforts that are linked to service delivery will be crucial. 
Gender inequality and disempowerment of women 

Risk: Ongoing gender inequalities perpetuated by both formal and informal systems are not addressed and undermine program outcomes and broader development objectives. 
Response: The inclusion of the ODW in the PMG will strengthen EPSP’s potential and opportunity to mainstream equity initiatives into the program.  EPSP implementation will include a strong focus on gender equality, particularly in supporting change and human resource management within partner agencies and stakeholders. Specialist support in gender mainstreaming will be provided through the Program Office to the Program Management Group to bolster efforts in implementing an effective gender strategy in the public service, including monitoring and reporting on progress. 
Attention to the impact of HIV and AIDS 
Risk: Insufficient and inadequate attention to impact of HIV and AIDS undermines economic and public sector development. Although the impact of HIV and AIDS on government performance is as yet unknown, given its growing prevalence in PNG, this may emerge as a risk over the lifetime of EPSP. Anecdotal evidence already exists to suggest that stigma and discrimination against people living with HIV and AIDS is occurring within the public service. A HIV and AIDS pandemic could decimate the PNG public service and destroy all ability to effectively deliver services.
Response: EPSP support for HIV mainstreaming will strengthen partner agency and key stakeholders’ capacity to identify and implement appropriate responses, including a focus on improved data collection and analysis, and the operations of particularly vulnerable agencies. Specialist support in HIV mainstreaming will be provided through the Program Office to the Program Management Group to bolster the sector’s efforts in HIV mainstreaming and other responses, including monitoring and reporting on progress. HIV mainstreaming will be integrated in agency partnerships and initiatives will be reflected through in the annual Strategic Framework. 
Performance and effectiveness of technical assistance personnel  

Risk: Technical assistance personnel used by EPSP as part of the overall program adopt capacity building approaches that are unsatisfactory and not in accordance with the EPSP design, undermining the overall effectiveness of the program.
Response: The EPSP recruitment strategy will be implemented in partnership with GoA and agency partners and stakeholders. Ongoing strategic management of technical assistance personnel is a core element of EPSP, including the provision of professional development programs targeting capacity building, gender, cross cultural and language skills, and will be monitored as part of the ongoing assessment of aid effectiveness, through the Monitoring and Evaluation Framework. The Capacity Development Adviser will support technical assistance personnel to maximise their effectiveness. Operational level management of EPSP technical assistance personnel will progressively enable greater direct involvement by GoPNG partners. EPSP support through Partnerships for Capacity Development will facilitate consideration of alternative forms of aid to technical assistance to address capacity building priorities and to address underlying, long term capacity constraints relating to, for example, workforce planning. 
Donor and GoA whole-of-government coordination 

Risk: Lack of coordination and cooperation between EPSP and other donor and GoA programs leads to duplication of effort and overburdening of PNG partners, which undermines the program’s effectiveness.
Response: EPSP will support partner agencies and stakeholders to integrate and align the initiatives (including eventually funding) of other donors with central administration systems and processes and budget cycle requirements. Coordination and coherence with GoA whole-of-government and other AusAID programs, particularly in relation to areas of overlapping assistance and common objectives, will be a key role of AusAID PNG. Governance and management arrangements under EPSP will support coordination and coherence across all elements of GoA assistance, including engagement by whole-of-government partners. The Public Sector Adviser and Economic and Public Sector Coordination Group will improve capacity to coordinate effectively with other programs. 
Management of the Program by AusAID

Risk: AusAID is unable to provide the strategic direction and management to ensure the program’s capacity development approach is implemented, including a shift away from a reliance on technical assistance over time. 
Response: AusAID’s PNG Country Office has a clear strategic and management role in program implementation, including as a member of the Program Management Group and the Economic and Public Sector Coordination Group. The Public Sector Adviser will play a key role in supporting policy dialogue between Australia and PNG, particularly in relation to the development of the annual Strategic Framework. The M&E Framework provides clear arrangements to monitor key assumptions under the program design in terms of how assistance is provided to support positive change in the public service. 
Annex 4 – GoPNG Programs

Public Sector Workforce Development Program (PSWDP)
The PSWDP (formally known as PSWDI) was launched by GoPNG in 2005. This whole-of-government initiative is reinstituting a sustainable program of workplace training and professional development in public administration, focused on strengthening lead human resource and training institutions, executive development, induction and graduate programs, and developing future public sector leaders. The implementation of PSWDP is overseen by an inter-departmental committee comprising senior officers from central agencies, training providers and the Public Employees Association. AusAID PNG is also a member of the committee. 
Following an initial three-year establishment phase, PSWDP was extended for five years to 2012. A 2007 independent review suggested that, with appropriate leadership and resources, PSWDP could become the most effective program for public service improvement in PNG. PSWDP is a “home grown” response to underperformance in the public service. While the New Basics and Induction and Graduate Development activities have rolled-out gradually, the third major activity, Executive Development, has lagged behind due mainly to administrative barriers.      
AusAID, through ASF, currently funds up to six key positions in the PSWDP Secretariat which supports the development and delivery of the program. DPM has ultimate responsibility for overseeing implementation of the program and it is anticipated that secretariat functions will be integrated into DPM over time. In 2008, GoPNG and AusAID established a joint trust account to co-finance the program’s five-year Implementation Plan 2008-2012. In early 2009 the inter-departmental committee agreed to develop a new Public Service Training Package for core public administration competencies, which will be modelled on the Australian version and can be recognised under PNG’s National Qualifications Framework.      

Public Expenditure Review and Rationalisation (PERR) 
The PERR process commenced in 2003 and is a collaborative effort between GoPNG, World Bank, ADB and AusAID to assist in establishing and sequencing economic and public expenditure management reforms in PNG. In response to the 2003 PERR mission discussion papers and recommendations, GoPNG developed a PERR action plan which comprised nine projects broadly covering fiscal stabilisation, expenditure rationalisation and systems development and improvement. The projects are:
Improving budget stability by reducing the deficit to 1.0% of GDP in 2005 and lower thereafter;

Improving national and provincial planning, monitoring and review processes so that allocation and use of budgetary funds are in accordance with national policy priorities;

Delivering a secure payroll and appointments process;

Reducing salary expenditure by reducing spending on unattached staff, having affordable arrangements for redundancies and linking future pay rises to affordability;

Improving efficiency of procurement arrangements;

Prioritising short-term expenditure for 2004 (later replaced with FMIP); 

Prioritising expenditure over the medium-term by undertaking a review of the roles of ministries, departments and statutory authorities (“rightsizing”);

Improving non-tax revenue performance; and 

Strengthening fiscal and governance oversight of statutory authorities in order to improve expenditure control.

A PERR Implementation Committee (PERRIC) was established in 2004 to monitor activities being undertaken to progress each of the projects. The committee comprises senior officers from the central agencies charged with implementation (PM&NEC, Treasury, Finance, DPM and DNPM). PERRIC supports heads of central agencies to implement reforms in their respective organisations and enables the Chief Secretary, the CACC and donors to be regularly briefed on progress. Over time the PERR has lost momentum as a reform initiative. Since 2007 there has been a joint dialogue with GoPNG on revitalising the reform agenda started under PERR and its links with wider public sector reforms. 

Financial Management Improvement Program (FMIP)

FMIP was initiated by GoPNG in 1997 and is an integrated program of reform of public financial management systems and processes within and between national, provincial and local level governments in PNG. FMIP is managed by the Department of Finance and overseen by three sponsoring departments through the program’s Steering Committee: Finance, Treasury and National Planning and Monitoring. AusAID, ADB and UNDP have supported various components of the program over time. 

A joint GoPNG-donor review in 2005 accepted that FMIP had been overly narrowed to the implementation of an IFMS which will replace current central budgeting and accounting systems, initially in national government departments and eventually at provincial level.  The review acknowledged that significant preparatory and training work had been undertaken to reach a platform from which new infrastructure and systems could be feasibly achieved. It argued that realistic expectations and timeframes need to be developed by funding agencies if success was to be achieved in the longer term. 

A new Medium-Term Financial Management Strategy (MTFMS) is being developed by GoPNG to provide a system-wide strategy for public financial management reform and respond to the recommendations of the joint review. The MTFMS is expected to provide a framework for the next phase of support under Australia’s aid program. AusAID’s current contribution to FMIP consists of up to five ASF-managed advisers placed within the Finance Training Branch of Department of Finance and co-financing with GoPNG to implement the annual financial management training plan that focuses on core financial management skills required in both national and sub-national administration. 

Provincial Capacity Building Program (PCaB) 

PCaB is a sub-component of FMIP and aims to strengthen sub-national financial management capacity and accountability in a sustainable manner. It focuses on capacity building in treasury functions in the Provinces and Districts. PCaB commenced as a pilot in 2005 and is administered jointly by GoPNG and UNDP, with AusAID funding up to 80 per cent of program costs under an existing cost-sharing agreement with UNDP. 

A 2007 independent review of the two-year pilot phase of PCaB recommended the program be continued and strengthened. A new five-year phase of the program commenced in 2008 and supports two advisors - Provincial Support Advisor (PSA) and District and LLG Support Advisor (DLSA) - assigned to Provincial Treasuries in six provinces to provide hands-on training and mentoring/coaching, working closely with designated counterparts. Other components of the program are ICT training support, an internship program placing university undergraduates in Provincial Treasuries, and national and sub-national workshops and exchange study visits. 
Annex 5 – Design Process and Consultations 

Design consultations for EPSP have been active since 2005 when both GoPNG and GoA recognised it would be mutually beneficial to replace the existing ASF with a more cohesive, high level program accountable to CACC. During 2007 both governments agreed it was time to move the joint program forward and active discussions took place allowing a joint design process to be initiated late in 2007. 
Design Method

In preparation for the design of EPSP both governments committed resources to establish a strong analytical and evidenced based foundation to the program. An extensive inception period has paved the way for the design mission and development of the Design Document. The overall program design process comprises four stages as follows: 
· Stage 1: Situational Analysis to inform program design. 

· Stage 2: Development of Design Concept. 

· Stage 3: Development of Draft Design Document. 

· Stage 4: Endorsement of Final Design Document.

A long-term Design Coordinator was contracted in by AusAID in 2007 to provide overall leadership for the program development and design. The Design Coordinator worked primarily with AusAID PNG (including the AusAID Gender Advisor) to ensure the program is informed by international experience and lessons, including on gender equality, while being applicable to the local context and integrated as much as possible with local systems; he worked with AusAID Canberra to address the significant interest and involvement of other Australian government agencies and non-government partners in the future program; worked closely with key GoPNG agencies who are responsible for economic and public sector reform initiatives; and created linkages between the many processes currently underway in terms of overall Australian assistance to PNG’s governance improvement plans.
For stages 3 and 4 of the design process AusAID established a Design Team, comprising the Design Coordinator/Team Leader (also capacity development expert), a Design Specialist, a Public Sector Specialist, the AusAID PNG Gender Specialist, the First Secretary (EPSG) and representatives from AusAID Canberra and GoPNG (DNPM).
During the design preparation period a number of reviews were completed, including: the Review of the Public Sector Reform Program; the ASF evaluation, and PERR and ECP reviews amongst others.  Information provided by the reviews, plus other information provided by both governments allowed a comprehensive Economic and Public Sector Governance (EPSG) situational analysis to be drafted to further inform the design process.  
In February 2008, both governments came together in a design workshop to discuss and analyse economic and public sector information which might impact upon program design options and opportunities.  The joint workshop recommended a consolidated economic and public sector program be designed which would target central agencies in the development and enhancement of their systems so they are better placed to support line agencies and sub-national institutions to better deliver services to the men and women of PNG.  The workshop further recommended the new program would greatly benefit from increased high level coordination; improved monitoring and evaluation; and joint management of PNG and Australian resources and strategies in support of economic and public sector programming.  Program coherence was considered essential to the success of the new program.
The workshop agreed to establish a Technical Reference Group (TRG) as a high level government advisory group to further guide the development of the design process.  Both governments also sponsored a “Counterpart Study” in April 2008 to further inform the design process, particularly with reference to counterpart relationships and capacity building in the PNG development context.  This study provided additional insight into design impacts from a counterpart perspective.
A Concept Paper was developed in June 2008, and peer reviewed in July 2008. Following peer review endorsement, AusAID mobilised a joint Design Team in August 2008. During a three-week mission the design team confirmed the previously agreed design tenets and presented an Aide Memoire in September 2008.  The draft Design Document was jointly developed during September-October 2008. An initial draft of this Document was workshopped with the TRG on 25 November. The TRG made a number of recommendations and in-general endorsed the draft Design Document to proceed to formal endorsement by both governments. This version of the draft Design Document incorporates TRG recommendations.  It is expected the draft Design Document will be finalised for peer assessment by December 2008 and endorsement by both governments should occur in early 2009.
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	Department of Treasury

	Simon 
	Tosali
	Secretary

	Nino
	Saruva
	Deputy Secretary

	Manu
	Momo
	First Assistant Secretary, Economic Policy (acting)
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Annex 7 – Position Description for the Public Sector Adviser 

Background

The EPSP represents a new phase of Australia’s cooperation with PNG to improve economic and public sector management. It replaces the ASF and will address the needs of central agencies in their role as key enabling institutions supporting effective government in PNG, with a focus on the equitable delivery of services to the men and women of PNG. Through EPSP, whole-of-government resources will be targeted to supporting central agencies to achieve their reform priorities and enhance their contribution to the monitoring and improvement of service delivery. 

The program will facilitate high level PNG coordination and management of resources by working directly through PM&NEC, to the CACC. At the agency level, the program will build stronger relationships and foster joint problem identification, development of support packages and teamwork. EPSP will formalise relationships, in many cases building on existing relationships, through Partnerships for Capacity Development. Additional support for partnership initiatives will be provided through the establishment of a Capacity Development Fund, comprising up to 30 per cent of the program value.  

To support both governments in this partnership approach a full time Public Sector Adviser is required. The Adviser will be located initially in AusAID’s PNG Country Office and will work closely with AusAID, partner agencies, the Program Director and Program Office, SGP Team Leaders and external stakeholders. The Adviser will provide strategic advice to both governments on public sector management and reform and how EPSP can best support this. The Adviser will also enable coherence of priorities and activities within EPSP and with the broader aid program, in particular with SGP and the Sub-National Strategy. 

Terms of Reference 

The Public Sector Adviser is a challenging high-level role that will: 
· Work closely with AusAID, PNG partner agencies and the Program Director to provide advice and strategic guidance on public sector management and reform issues, particularly as they relate to the implementation of EPSP;

· Work closely with AusAID, PNG partner agencies and the Program Director to enable coherence of priorities and activities within EPSP, and identify proposals that can achieve quick wins that will establish program and government credibility; 

· Support policy dialogue between Australia and PNG on public sector issues, particularly in relation to priority setting through the annual Strategic Framework and Partnerships for Capacity Development, and measuring progress towards achieving the goal and result areas under EPSP;  

· Enable coherence of program priorities and activities with other AusAID programs, in particular with the Sub-National Strategy, and enable cross-program learning and coordination;   

· Work closely with SGP Team Leaders and AusAID’s Policy Coordinator co-located in the CACC Secretariat to enable coordination and coherence of all Australian whole-of-government inputs in the sector; 
· Operate in accordance with the principles of aid effectiveness set out in the EPSP design, and consistent with the PNG Commitment on Aid Effectiveness, including coordination with development partners and using and strengthening GoPNG systems;  

· Prepare sector performance information and undertake research and analysis and selected issues-based evaluation studies; and
· Work in a way that promotes gender equality, is sensitive to cultural and gender issues in PNG, promotes awareness of HIV and AIDS and promotes principles of good governance.

Skills, knowledge and experience

The Public Sector Adviser will have the following skills, knowledge and experience: 

· Demonstrated understanding of the role and functions of public administration in a modern democracy;

· Significant experience with developing country (and preferably PNG) public sector systems and organisations to manage and implement public resources to deliver services;  

· Demonstrated ability to provide high quality advice and strategic guidance on public sector management and reform issues, preferably in a developing country context;

· Demonstrated ability to establish strong professional networks and relationships across domestic and international organisations, including partner government agencies, involved in the economic and public sector;  

· Demonstrated knowledge and experience of development assistance programs and ability to apply the principles of aid effectiveness;

· Demonstrated understanding of the range of capacity development approaches and their appropriateness to different contexts and needs;

· Demonstrated understanding and commitment to principles of gender equality and gender mainstreaming, including how these can be integrated into capacity development approaches; 
· Demonstrated ability to work effectively in a large organisation and to contribute towards organisation-wide improvements in work practice and outcomes; 

· Exceptional interpersonal and communication skills, including the ability to convey concepts clearly and to understand and meet the needs of a range of stakeholders; and 
· Understanding of HIV mainstreaming principles and how these can be integrated into capacity development approaches.  

Working with AusAID PNG

The Public Sector Adviser will be contracted to and managed by AusAID’s PNG Country Office in close coordination with PM&NEC, other partner agencies and the Program Director. The Adviser will report to the AusAID Counsellor, Governance, and to the First Secretary, Economic and Public Sector Governance on a day-to-day basis. AusAID plays a key role in setting the strategic direction of the program and has responsibility for overall management and coordination of AusAID’s assistance to the economic and public sector.     

Working with the EPSP Program Office

AusAID and GoPNG will jointly undertake a competitive international tender process to select a Managing Contractor, which will support program implementation and establish a Program Office in Port Moresby, led by a Program Director. While the Public Sector Adviser will be located initially in AusAID’s PNG Country Office, s/he will be required to collaborate on a day-to-day basis with the Program Office. The Adviser will work closely with the Program Director and other Program Office technical personnel including the Capacity Development Specialist, Gender Specialist and M&E Specialist. In addition to the Adviser’s strategic and coordination roles, s/he will support the Program Director in the management and implementation of EPSP, in particular reporting to the PMG, CACC and AusAID. 
The Adviser will not be directly involved in decisions related to the contract between the Managing Contractor and AusAID. Nor will the Adviser be directly involved in performance management or day-to-day management of Program Office personnel or contracted inputs under EPSP; advisers, training providers, researchers, etc will report to the Program Director and the relevant PNG Agency Head.       
Annex 8 – Terms of Reference for Key Personnel and Specialist Inputs
Program Director

The Program Director will have overall responsibility for managing the Program Office on behalf of AusAID and will provide strategic and operational input and support to EPSP on behalf of GoPNG and GoA. The Program Director will report on program performance to the EPSP PMG, CACC and AusAID. The Program Director is a full-time position based in the Program Office.  
Key responsibilities:

· Working closely with, and providing flexible support to PNG partner agencies through Partnerships for Capacity Development and the Capacity Development Fund, as well as providing advice and guidance on operational and policy issues and on the management and implementation of EPSP;

· Working closely with AusAID, the Public Sector Adviser and SGP Team Leaders to engage with PNG economic and public sector issues and implement the EPSP in partnership with GoPNG, particularly through the PMG;

· Working closely with the PMG and AusAID to support overall joint GoA/GoPNG  management of EPSP, and develop and implement the annual Strategic Framework; 

· Working closely with the PMG and AusAID to monitor progress in implementing the annual Strategic Framework and the program overall, and use performance information to support decision-making processes; 
· Support high quality activity proposals within the agreed capacity development approach and in line with program operating principles; 

· Operate in accordance with the principles of aid effectiveness set out in the EPSP design, including using and supporting PNG systems, maintaining constructive working relationships within partner agencies, with external stakeholders, and with broader aid program personnel; and  

· Monitor the effectiveness of the program at an operational or outcomes level, with particular focus on the Partnerships for Capacity Development and gender and HIV mainstreaming approaches. 

Skills, knowledge and experience:

· Proven senior program management experience including the leadership of a large program comprising diverse forms of support and personnel from varied professional, cultural and language backgrounds;  

· Significant experience in strategic, public sector and/or economic management, preferably in a developing country context;

· A sound (and/or the capacity to acquire an) understanding of the PNG development context;   

· Demonstrated understanding of the range of capacity development approaches and their applicability to different contexts and needs;

· Demonstrated commitment to gender equity and HIV mainstreaming in human resource practices;

· High level interpersonal and cross-cultural skills, and

· Counselling, mediation and problem solving experience in complex environments.

In addition, the Program Director will be expected to:

· Advise the PMG (and CACC where appropriate) on strategic and critical performance issues, ensuring advice is given early and solutions are proposed which are practical, cost effective and give primacy to AusAID and GoPNG interests;
· Support coordination and coherence of EPSP with other parts of the Australian aid program and with development partners to enable cross-program learning and coordination;

· Plan and monitor the work of EPSP, on behalf of the PMG and AusAID;

· Establish and provide quality control for all plans, reports, systems, outputs and contract management;

· Manage (using program resources) all placements, including initial induction and orientation, ongoing support and training, trouble shooting, counselling for performance;

· Monitor EPSP progress, make recommendations about appropriate actions, including managing risk;

· Provide motivation and leadership by fostering a collaborative approach to work challenges within the Program Office, between advisers and host agencies and between AusAID and its partners;

· Oversee the disbursement of EPSP funds, including the Capacity Development Fund, and certify payments in accordance with agreed procedures; and

· Performance management, monitoring and evaluation of contracted program inputs, in partnership with GoPNG agencies; and  

· Enable the heightening awareness of gender related issues and HIV/AIDS in PNG through EPSP activities and placements.

Capacity Development Specialist

The Capacity Development Specialist will ensure that program-sponsored activities target and increase the opportunity for the development of competencies and capabilities in individuals, groups or organisations supported by the program. The Capacity Development Specialist will also enable capacity development strategies and outcomes to be consistent across the program, including with SGP. This is a full-time position based in the Program Office.  

Key responsibilities:

· Establishing and managing an integrated capacity development strategy, including enhancing gender equity outcomes, in support of program initiatives;

· Working with the Program Director, Monitoring and Evaluation Specialist and partner agencies to enable capacity development impacts to be appropriately monitored and reported; 
· Supporting partner agencies to use diagnostic tools to analyse capacity issues crucial to improving agency performance and more effective implementation of corporate plans and annual action plans;

· Providing technical support to SGP to enable a consistent approach to capacity development within the economic and public sector; and 

· Working with AusAID to ensure the “Making a Difference” program is appropriately managed and implemented within the context of EPSP.

Skills, knowledge and experience:

· Demonstrated experience and understanding of contemporary capacity development strategies and systems;

· A thorough understanding and/or experience of the capacity development needs of partner agencies in the PNG context;

· Excellent interpersonal and cross-cultural skills; 

· Demonstrated commitment to gender equity and HIV mainstreaming in human resource practices; and
· Ability to liaise and keep up-to-date remotely.

In addition, the Capacity Development Specialist will be expected to:

· Assess the current levels of capacity within partner agencies and use this information to assist EPSP to develop Partnerships for Capacity Development and the annual Strategic Framework;

· Document opportunities for ongoing capacity development within the overall context of EPSP;

· Establish agreed and realistic targets for capacity development within the overall context of EPSP;

· Examine opportunities for linking identified targets to incentives supported by EPSP; and

· Ensuring capacity development strategies and opportunities enhance gender equity outcomes within the overall context of EPSP. 
Gender Specialist

Activities sponsored by EPSP will be subject to a gender and equity analysis to anticipate and determine likely impacts and to suggest options and opportunities for maximising positive equity and quality outcomes across partner agencies and GoPNG in general. The Gender Specialist will support this analysis and, in collaboration with the AusAID Gender and Equity Adviser, enable gender and equity methodologies and strategies to be consistent across the program. This is a full-time position based in the Program Office.  

Key responsibilities:

· Ensuring program activities adequately address gender and other equity imperatives, and that they contribute to achieving a public service which promotes equal opportunities and is free from discrimination;

· Assist with the implementation of more equitable human resource policies and systems;

· Assist with the determination and publishing of gender disaggregated data which allows government to assess and analyse the impact of budget decisions within an equity framework and improve the current scarcity of public information in this area; and

· Support the introduction of budget gender analysis to assess broad based impacts. 

Skills, knowledge and experience:

· Demonstrated experience and understanding of contemporary gender and equity strategies and systems, in particular AusAID and GoPNG policies;

· A thorough understanding and/or experience of the gender and equity needs of partner agencies in the PNG context;

· An understanding and appreciation of gender and equity issues and needs in an economic and public sector reform environment; 

· Mainstreaming and adult learning understanding and experience; 

· Excellent interpersonal and cross-cultural skills; and 

· Ability to liaise and keep up-to-date remotely.

In addition, the Gender and Equity Specialist will be expected to:

· Work closely with the ODW and key partners to enable gender and equity priorities to be mainstreamed throughout the program; 

· Assess the current levels of capacity within partner agencies, particularly ODW and M&NEC to support gender and equity initiatives and use this information to assist EPSP to manage gender and equity activities;

· Assist with the development of EPSP gender and equity strategy/plans and the identification of appropriate expertise, particularly within PNG and the region;

· Ensure EPSP places special attention to working in the areas of gender violence and gender advocacy; and

· Ensure EPSP gender and equity practices are closely aligned with program support for HIV mainstreaming. 

Monitoring and Evaluation Specialist

M&E in EPSP will allow both governments to continually calibrate implementation to maintain progress towards results and outcomes. The M&E specialist will support both countries’ increasing commitment to managing for development results and a greater performance orientation, while also investing in opportunities for learning and incorporating qualitative techniques to capture the depth and breadth of change experiences. The M&E Specialist will enable M&E methodologies and strategies to be consistent across the program. This is a full-time position based in the Program Office.  

Key responsibilities:

· Ensure the EPSP M&E Framework is appropriately managed, updated and implemented as per the design;

· Develop the methodology for the Facilitated Performance Analysis;

· Facilitate the structured Contribution Dialogue as a basis for the contribution analysis;

· Coordinate the collection of all the evidence on changes, including gender and equity data, in the areas of EPSP work with information about other GoPNG, AusAID and donor programs also operating in those areas; 

· Support the Program Director with all monitoring, evaluation and reporting activities; 

· Provide targeted and agreed technical support to GoPNG agencies; and

· Enable EPSP to meet all GoPNG and AusAID reporting requirements.

Skills, knowledge and experience:

· Demonstrated experience and understanding of contemporary M&E strategies and systems;

· A thorough understanding and/or experience of the M&E needs of partner agencies in the PNG context;

· Excellent interpersonal and cross-cultural skills; 

· Ability to liaise and keep up-to-date remotely; and

· Demonstrated commitment to gender equity within an M&E context. 

In addition, the M&E Specialist will be expected to:

· Assist with the review of the M&E framework after mobilisation, through a participatory M&E workshop so that it utilises current GoPNG systems to the greatest extent possible, and to maximise the value of data and reporting tools for GoPNG;

· Assist with the development of evaluation plans and with the identification of appropriate expertise, particularly within PNG and the region;

· Assist with, and in some cases lead, the management and implementation of the EPSP periodic issues-based evaluation studies; and
· Ensuring M&E strategies and opportunities enhance gender equity and HIV/AIDS mainstreaming outcomes within the overall context of EPSP. 

Training and Learning Specialist Inputs

EPSP will support targeted training to address key skills deficits specific to an agency within a coherent capacity development approach. On-the-job coaching, short-term targeted courses (either in-country or regionally) and twinning arrangements will be supported to enhance skills in partner government agencies. Training and learning specialist inputs will support these activities. The Managing Contractor will propose the extent and structure of the inputs during the Tender process. 

Key responsibilities:

· Develop a targeted training strategy for EPSP which incorporates proven success factors;

· Coordinate and support targeted training initiatives endorsed by other AusAID programs required beyond EPSP;

· Coordinate and support twinning initiatives supported and endorsed by EPSP;

· Work with partner agencies to effectively use incentive-based grants for targeted training activities as part of the integrated response of a Partnership for Capacity Development;

· Enable training and learning strategies and opportunities to enhance gender equity outcomes within the overall context of EPSP; and 

· Facilitate adult learning strategies, particularly in support of gender and equity objectives, to be developed and used across all capacity development initiatives supported by EPSP. 

Skills, knowledge and experience:

· Demonstrated experience and understanding of adult training and learning methodologies, strategies and systems appropriate to the PNG context;

· A thorough understanding and/or experience of the training and learning needs of partner agencies in the economic and public sector context;

· Demonstrated commitment to gender equity and HIV mainstreaming in human resource practices,

· A proven ability to establish agreed and realistic training and learning targets, including gender and equity objectives;

· Excellent interpersonal and cross-cultural skills; and 

· Ability to liaise and keep up-to-date remotely.

In addition, training and learning specialist inputs will be expected to:

· Manage the integration of mentor systems; participant follow-up action planning; prudent selection of participants; in-depth scoping of training needs and course specifications; supporting networks within Government and training providers; accessing specialist experts; and monitoring training within the context of EPSP and other AusAID targeted training needs; and

· Support training and learning activities required for the mainstreaming of HIV and gender and equity initiatives throughout EPSP. 

Information and Communication Specialist Inputs
EPSP will support an information and communication strategy regarding public sector improvement initiatives. Research and analysis will be closely linked to information, data and communication initiatives. This will contribute to improved service delivery by providing valid data and information to public servants and organisations delivering goods and services, as well as informing public sector end-users and consumers. Information and communication specialist inputs will support EPSP, partner agencies and associated AusAID programs with the management and implementation of communication activities in support of the program. The Managing Contractor will propose the extent and structure of the inputs during the Tender process. 

Key responsibilities:

· The development and implementation of a program communication and information strategy to collate and disseminate appropriate data between and across key partners and stakeholders;

· Complete an assessment of the availability of key information and of communication pathways to facilitate the use and application of technical diagnostics;   

· Manage and implement regular seminars for GoPNG officials and advisers, a program newsletter with wide distribution outlining common themes and public sector developments, and wide circulation of a summarised annual Strategic Framework; and
· During the first year initiate work with partner agencies to support planning for adequate communications facilities throughout the country.
Skills, knowledge and experience:

· Demonstrated experience and understanding of communication strategies and systems appropriate to the PNG context;

· A thorough understanding and/or experience of the communication needs of partner agencies in the economic and public sector context;

· Demonstrated commitment to gender equity and HIV mainstreaming in human resource practices;

· Excellent interpersonal and cross-cultural skills, and 

· Ability to liaise and keep up-to-date remotely.

In addition, information and communication specialist inputs will be expected to:

· Assess the current levels of capacity within partner agencies to support communication initiatives and use this information to assist EPSP to manage communication activities;

· Assist with the development of communication plans and with the identification of appropriate expertise, particularly within PNG and the region;

· Establish agreed and realistic targets for communication outcomes within the overall context of EPSP; and
· Ensuring communication strategies and opportunities enhance gender equity outcomes within the overall context of EPSP. 

HIV Mainstreaming Specialist Inputs
EPSP will mainstream HIV initiatives and activities across the program. All program personnel will be skilled, trained and supported by EPSP, through HIV mainstreaming specialist inputs to maximise the opportunity to impact upon appropriate HIV strategies within the PNG public sector. All activities supported by EPSP will be subject to a mainstreaming analysis to anticipate and determine likely impacts and to suggest options and opportunities for addressing HIV issues across partner agencies and GoPNG in general. HIV mainstreaming specialist inputs will also enable gender and equity methodologies and strategies to be consistent across the program. The Managing Contractor will propose the extent and structure of inputs during the Tender Process. 

Key responsibilities include:

· Ensuring program activities adequately address HIV imperatives, and that they contribute to achieving a public service which promotes activities in support of HIV and AIDS opportunities and is free from associated discrimination;

· Assist with mainstreaming of HIV initiatives which will result in the implementation of stronger and more appropriate HIV and AIDS human resource policies and systems; and

· Assist with the collection and appropriate use of HIV and AIDS (disaggregated) data which allows government and the program to assess and analyse the impact of budget decisions within an HIV and AIDS framework.

Skills, knowledge and experience:

· Demonstrated experience and understanding of contemporary HIV and AIDS mainstreaming strategies and systems, in particular AusAID and GoPNG policies;

· A thorough understanding and/or experience of the HIV/AIDS environment and the  needs of partner agencies in the PNG context;

· An understanding and appreciation of HIV and AIDS issues and needs in an economic and public sector environment; 

· Excellent interpersonal and cross-cultural skills;

· Mainstreaming and adult learning understanding and experience, and 

· Ability to liaise and keep up-to-date remotely.

In addition, HIV mainstreaming specialist inputs will be expected to:

· Work closely with the ODW and key partners to enable HIV and AIDS strategies to be mainstreamed throughout the program; 

· Assess the current levels of capacity within partner agencies, particularly ODW and PM&NEC to support HIV and AIDS  initiatives and use this information to assist EPSP to appropriately manage HIV and AIDS activities;

· Assist with the development of a EPSP HIV and AIDS strategy/plans and with the identification of appropriate expertise, particularly within PNG and the region; and
· Ensure EPSP HIV mainstreaming practices are closely aligned with program support for gender and equity strategies.
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� The establishment of the PNG TRG was an outcome of the February Joint design workshop.  The TRG is a high level PNG advisory group made of central agencies, key government partners and other stakeholders working to enhance government effectiveness and service delivery in PNG.  


� Research on this phenomenon includes The Deterioration of Public Administration in PNG – Views of Eminent Public Servants.  Pieper, 2004. 


� The latest Doing Business 2009 World Bank survey shows PNG has slipped six places from 89 to 95 out of the 181 surveyed countries. 


� Maternal mortality more than doubled over the last 5 years; it now stands at 870 deaths of mothers per 100,000 births.


� For example, K5.30 for combined goods and services per student in 1992, by 1995 had dropped to K3.44, in 2004 it was K0.80. Full details on PNG’s development statistics are outlined in the Design Situational Analysis (2007).  Other statistics are outlined in a number of the PERR reports.


� PNG’s National Constitution provides for equal rights; PNG has ratified the Convention on the Elimination of Discrimination against Women; the MTDS acknowledges the importance of gender equality, including in sector programs and to promote recovery and development in the country; PNG adopted a National Women’s Policy in 1990 and established an Office for Women in 2006. 


� National AIDS Council Secretariat, HIV and AIDS Fact Sheet, 2008, p2


� Refer to join donor/government PERR reports, the PNG Review of the Public Sector Reform Program (2007), the design sponsored EPSP Situational Analysis (2007), the joint GoPNG/GoA review of ECP (2008), the ASF review (2008), the joint GoPNG/GoA Counterpart Study, amongst others.


� World Bank: 2008 “Doing Business” survey.


� The private sector considers public procurement to have severe deficiencies in the areas of lack of transparency (particularly the evaluation of bids); poor documentation; slow payment, and inadequate contract management. Source: Country Procurement Assessment Report, June 2006 


� For example, IPU, Equality in Politics: A Global survey of Women and Men in Parliaments, Geneva, Ch. 3 and 4


� A World Bank study in PNG shows that roads 


� This was also confirmed by the joint GoPNG – AusAID 2008 Counterpart Study.  Alternative technical assistance methodologies need to be explored and used in support of the development of group - workplace capacity. 


� To paraphrase John Maynard Keynes.


� PNG Review of the Public Sector Reform Program (2007)


� For example, a Provincial Health Officer has no systematic way of knowing when a Provincial Treasurer receives a warrant to release their operational funds, often leading to long delays in implementation


� World Bank Public Expenditure Management Handbook. 98, p53


� 18,300 women out of a total of 76,000 public servants. 


� The MTDS Performance Management Framework – Pocketbook 2007 indicates of 18 newly-appointed heads of department in 2006, all were men. By comparison, one out of eleven appointments in 2005 were women and two out of ten in 2004. 


� Quoted in Inter Parliamentary Union, Women in Parliament 2007: the year in perspective, 2007, p3


� The Office of the Ombudsman is the most impressive in the region, and is a crucial external accountability mechanism; however it is supported by Australia through the PNG Australia Law and Justice Partnership.


� Refer to the 2008 ASF Review; the joint GoPNG/GoA Counterpart Study conducted in 2008; the 2007 Review of the Public Sector Reform Program, the AusAID Gender Stocktake, and the ECP Draft Capacity Building Strategy.


� PNG Advisory Support Facility Phase II – Facility Effectiveness Evaluation, March 2008


� These other mechanisms included targeted training through PATTAF, twinning, and the placement of Australian officials through the Enhanced Cooperation Program. 


� Joint GoPNG-AusAID Workshop: Future Support for Economic and Public Sector Governance in PNG – Workshop Report, 29 February 2008


� Note, these principles also reflect the Paris Declaration and the Accra Action Agenda as well as relevant recommendations of the PNG Advisory Support Facility Phase II – Facility Effectiveness Evaluation, March 2008


� An updated PEFA assessment of PNG was prepared in 2008, but at the time of writing this design, had yet to be endorsed by GoPNG. 


� The Ombudsman’s Office is a third central accountability mechanism for PNG, but it is separately supported through the PNG Australia Law and Justice Partnership. The two programs will work closely together to ensure efforts to improve accountability and transparency are coherent and mutually reinforcing.


� This is being developed via a separate process, the Support to Auditor General’s Office (SAGO), but it will be implemented under the auspices of EPSP.


� In PNG the term ‘capacity building’ is often used and in practical terms there is no distinction between the two expressions. 


� This definition draws on Engel, Keijzer and Land, “A Balanced Approach to Monitoring and Evaluating Capacity Development”, Discussion Paper 58E, European Centre for Development Policy Management, December 2007


� A Staged Approach to Assess, Plan and Monitor Capacity Building, AusAID, May 2006


� This is a customised program, developed by AusAID in 2007, to support more effective capacity development through technical assistance. It was designed for the Melanesia context (particularly PNG and Solomon Islands) and brings advisers and counterparts together to explore and understand effective approaches to capacity building. 


� Targeted training will also be linked with the range of other AusAID funded education and training programs including the Pacific Leadership Program (PLP), Pacific Executive Program (PACE), Australian Leadership Awards (ALA), Australian Development Scholarships (ADS), and the Australian Regional Development Scholarships (ARDS)


� These could, for example, include the National Research Institute, the National Economic and Fiscal Commission, or PNG’s universities. 


� Co-financing of PPII is managed separately though AusAID’s Sub-National Strategy  


� PNG Advisory Support Facility Phase II – Facility Effectiveness Evaluation, March 2008


� CACC will be analogous to national sector coordination mechanisms operating in other sectors.


� The newly established Office for Development of Women will be an important coordination point for gender equality within the program. The Office is temporarily housed within Department of Community Development but is expected to move to either PM&NEC or as a stand alone government entity.


� It is expected that the Policy Coordinator will also play a role in the SGP Secretariat housed within the CACC Secretariat, and will support the operations of the SGP Steering Committee. 


� While the Program Director is a member of the PMG this does not imply that Australian Government inputs report to the Program Director as a representative of the Managing Contractor. 


� Gender equality in Australia’s aid program – why and how, 2007


� This will include the PNG Program’s Gender Mainstreaming Framework and the AusAID Office for Development Effectiveness report Violence Against Women in Melanesia and East Timor: A Review of International Lessons (2008). Strategic guidance will also be provided by the AusAID PNG Gender Adviser while that role continues. 


� Surplus revenue from the commodity price boom stored off-budget in Trust Accounts. 


� NEFC findings show that, at provincial level, 200% of what is needed is spent on administration.  Corresponding figures for health and infrastructure maintenance are 19% and 22%.   Cited in “Service Delivery Mechanism” presentation to the forum on the National Strategic Plan 2010-2050, 18 Nov, 2008.


� D. Watson, “Monitoring and evaluation of capacity and capacity development” European Centre for Development Policy Management, Discussion Paper 58B, April 2006; J.Dart & R.Davies, “A dialogical story-based evaluation tool: the most significant change technique”, American Journal of Evaluation 24(2), 2003; P.Engel, K.Keijzer & T.Land, “A Balanced Approach to Monitoring and Evaluating Capacity and Performance” Discussion Paper 58E, European Centre for Development Policy Management, December 2007. 


� John Mayne, “Assessing Attribution through Contribution Analysis: Using Performance Measures Sensibly”, Office of the Auditor-General of Canada, June 1999; Kotvojs, F. & Shrimpton, B, “Contribution Analysis – A new approach to evaluation in international development”, The Evaluation Journal of Australasia, 2007


� The Contribution Dialogue meetings could be considered as incorporating elements of the Participatory Performance Story Reporting “Summit Workshops” – see www.clearhorizon.com.au


� Most recently through the 2008 Accra Agenda for Action on Aid Effectiveness 


� Prepared annually by the World Bank Institute: Government Effectiveness (GE) – measuring perceptions of the quality of public services, the quality of the civil service and the degree of its independence from political pressures, the quality of policy formulation and implementation, and the credibility of the government's commitment to such policies.


� Regulatory Quality (RQ) – measuring perceptions of the ability of the government to formulate and implement sound policies and regulations that permit and promote private sector development.


� There is discussion of a possible ‘state of the public sector’ style report being developed for PNG, providing a regular basis for GoPNG to monitor the structure, composition and capacity of its public sector workforce. If such a study proceeds it will be a key source of data for EPSP monitoring. 


� Control of Corruption (CC) – measuring perceptions of the extent to which public power is exercised for private gain, including both petty and grand forms of corruption, as well as "capture" of the state by elites and private interests.


� Monitoring this aspect of EPSP is linked to the five Operating Principles articulated in section � REF _Ref231614897 \r \h � \* MERGEFORMAT �1.5.1�
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