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INTRODUCTION

The Economic and Public Sector Program (EPSP) will strengthen central and core agencies in their role as key enabling government institutions supporting the equitable delivery of services to the men and women of PNG. The program will be managed by a Program Management Group (PMG), comprising senior level representatives from PM&NEC, DPM, DNPM, DoT, DoF, DPLGA, ODW, AusAID, and the AMC, and work 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, foster joint problem identification, and develop support services and teamwork. 
About this document
This document is the first Strategic Framework developed by PMG in September 2010. This Framework provides the PMG with information from which to consider the allocation and prioritisation of EPSP resources and the monitoring of EPSP performance against the Program Results Framework. This Strategic Framework is not a static document – it will be developed and updated each year and will be the primary mechanism for identifying the greatest areas of opportunity.
Goal and Purpose of EPSP
The Goal of EPSP is to provide for:
An effective and efficient public service that focuses on service delivery for men and women of PNG, and creates an enabling environment for broad based economic growth.

A key feature of EPSP is to assist in GoPNG providing “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” (Summary page v). Service delivery in the EPSP design clearly relates to those services provided to the community via line agencies such as education and health. However, the understanding of service delivery within EPSP is slightly broader than the provision of medicine to health clinics or teachers’ salaries to allow schools to operate. It includes consideration of the regulatory environment to allow broad based private sector growth and by extension the provision of a broader set of services to the citizens of PNG, not just those provide by government.
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 and create an environment where quality of life can be improved. 

EPSP addresses the needs of central and core 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 (Vision 2050, the PNG Development Strategic Plan and the draft Medium Term Development Plan) and Australia (Development Cooperation Strategy), and reflects the priorities agreed in the PNG-Australia Partnership for Development. 
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. 
EPSP will support appropriate diagnostics that will assist GoPNG agencies to identify problems, priorities and initiatives to improve their capacity to deliver services to the men and women of PNG. EPSP will endeavour to coordinate the separate but complementary Strongim Gavman Program (SGP) and other AusAID programs, including cross-cutting initiatives at the sub-national level and within line agencies supporting improved service delivery across PNG.
EPSP Core Agencies
PMG identified the agencies which are its core focus for support. These are:

Department of Prime Minister and National Executive Council (PM & NEC)

Department of Finance (DoF)

Department of National Planning and Monitoring (DNPM)

Department of Personnel Management (DPM) includes PSWDP
Department of Treasury (DoT)

Internal Revenue Commission (IRC)

Office of the Auditor General (AGO)

Public Accounts Committee (PAC)

National Statistics Office (NSO) 

Central Supply and Tenders Board (CSTB)

Department of Commerce and Industry (DCI)

Department of Labour and Industrial Relations (DLIR)

PNG Customs

PNG Institute of Public Administration (PNGIPA)

Results Framework
EPSP is structured around a results framework, which provides the Goal, Results and Outcomes that 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 
Within this framework, activities will be progressively identified through dialogue and agreement between Australia and PNG. The Monitoring and Evaluation Matrix provides indicators of what success might look like in terms of achieving Outcomes and progress towards them.
Diagram 1: Results based framework


EPSP OPERATING PRINCIPLES

A set of principles that draw from the PNG-Australia Partnership for Development, an analysis of the PNG operating environment, and lessons learnt in program implementation, will guide this Strategic Framework. These principles work to give focus to the program and to inform PMG decision making.
Partnership, mutual accountability and ownership encourage more effective leadership
The Central Agencies Coordinating Committee and the PMG will provide the oversight for EPSP. Management and decision making at all levels will be collaborative, involving recipients, the PMG and the implementing service providers. Aid recipients will be encouraged to take responsibility for outcomes delivered under the Capacity Development Agreements.
Alignment and coherence of assistance provides for greater effectiveness in aid delivery
Australian resources supporting the GoPNG align to the Vision 2050, Development Strategic Plan (DSP) and Mid-Term Development Plans (MTDP), focussing on service delivery and economic development. Capacity diagnostics prior to the provision of any resources, and the ongoing monitoring of outcomes, will ensure the support is effective and appropriate. 
Improved induction programs for TA, coordination forums, and communities of practice provide for greater internal coherence in approaches, regardless of the aid modality. There are explicit links between EPSP and the Provincial Performance Improvement Initiative and the Sub National Strategy.

Learning and managing for results improves decision making
EPSP will support M&E for accountability, management and learning, and encourage mutual responsibility for results against agreed indicators, including the Millennium Development Goals, PNG’s own targets, those in the PNG-Australia Partnership for Development, and in particular, the outcomes and indicators in the Vision 2050, DSP and MTDP.

Clarification of the functional responsibilities of central agencies will inform EPSP resource prioritisation and agency accountability
EPSP will support activities that help clarify central and core agency functional responsibilities, service standards and a forward path in the devolution of further powers and functions to provincial governments. A particular focus will be given to those central agency functional responsibilities that enable service delivery and economic development at the provincial and district level.
Improving service delivery requires effective budget execution so that resources are available when and where they are needed

Even where an adequate budget is available, service delivery can be undermined by poor budget execution practices.  The MTDP allocates resources to meet goals in the Vision 2050 and DSP. EPSP will support activities designed to improve effective budget execution between central agencies and local-level governments.
Equitable and efficient allocation of resources, and timely disbursement to support effective service delivery, rely on strong coordination between central and line agencies and between levels of government

Greater whole-of-government coordination will improve the optimal use of resources. This is especially important with the planned investment program which is being financed with revenues from non-renewal resources. EPSP will support activities that encourage coordination between those agencies with whole-of-government coordination functions, such as PM&NEC, DNPM, Treasury and Finance.
Implementation of GoPNG plans should be the main focus of capacity development and systems improvement

More focus will be given to the specific implementation tasks designed to improve outcomes for which agencies are responsible, without losing sight of the need to improve the systems on which that implementation capacity depends.  EPSP support will be systematically targeted; the links between system improvement and service delivery results emphasised more strongly, and the impact of assistance more readily determined.  

All reform proposals should be underpinned by robust evidence

EPSP will prioritise support for government initiatives that are focused on producing information that feeds into and evidence-based policy process, either through research that helps build good quality policy, or through activities that generate data to evaluate it policy implementation and effectiveness.
Better use of resources can be achieved through improved accountability and the emphasis on results.

An improved emphasis on results begins with deliberate linking of resources and outputs with basic management and accountability tools like financial reports, routine program and budget reviews and annual reports. Central agencies play an important role in supporting service delivery agencies to demonstrate their accountability for results. EPSP will support central agencies to use results-based tools to encourage service delivery agencies to focus on what they achieve.  
Capacity diagnostics should be undertaken prior to the provision of any modality of aid support

EPSP capacity diagnostics will determine whether technical assistance (TA) is the most appropriate aid modality to address the defined capacity development. If so, consideration should be given to whether the TA is long-term, short-term, periodic, national or international as the most cost-effective way of addressing the need.

Capacity diagnostics will also assess the preparedness and enabling environment for a particular aid modality. This would include whether there is sufficient support and engagement by the senior managers and intended counterparts, their expectations, their willingness to agree to support being contingent on jointly developed defined agency and/or counterpart outcomes, and their active participation in the management of the resources;
Capacity diagnostics will address whole-of-government constraints and their impact on the efficacy of the aid modality. These include the drivers of change, such as the political economy issues and broader public sector or contextual factors.

All modalities of aid support should be clearly linked to Vision 2050, DSP, MTDP, and the enabling of service delivery and economic development
EPSP will only support activities aligned to GoPNG plans. Thus recipient agencies should be able to clearly demonstrate through the capacity diagnostics, that the requested support is linked to, and supportive of, GoPNG plans and strategies and service delivery and economic development. If the agency has no plans or capacity to demonstrate this, there should be a preparedness to develop or re-align agency plans to support this principle. 
If technical assistance is indicated in the capacity diagnostic, consideration should be given to the most cost-effective form of assistance required

Where TA is indicated, recruitment should balance the right mix of technical and people skills and give due consideration to local recruitment, particularly in the areas of HR, finance and IT support. EPSP will not engage TA to gap-fill corporate functions in agencies as a means of deferring underlying managerial issues and where PNG staff are have the skills and capacity to fulfil those functions.

Improving inequalities in the workplace is one of the most effective ways to reduce poverty and improve overall development effectiveness
EPSP recognises the impact that gender equality, HIV and AIDS, disability and other equity issues have on development. EPSP will sponsor activities have the potential to promote awareness of these issues and support agencies to create enabling environments for disadvantaged men and women in the workplace. 
Greater community empowerment and engagement will improve government accountability and effectiveness in service delivery implementation 

Both the Vision 2050 and DSP stress increased engagement and empowerment of communities in taking responsibility for services and holding government accountable for implementation.  EPSP will support this approach by assisting agencies to effectively manage outsourcing or partnership arrangements, and increase the reach and quality of information provided. 

EPSP RESOURCE ALLOCATION PROCESS FOR 
CAPACITY DEVELOPMENT
It is crucial that there is alignment between the results framework and GoPNG strategies and plans to improve service delivery. The Departments of Prime Minister and National Executive Council (PM&NEC) and DNPM have crucial roles in the development of these outcomes and measurable indicators. A range of resources are available from EPSP, such as targeted training, twinning, targeted research and analysis, technical assistance and a Capacity Development Fund incorporating co-financing of GoPNG initiatives and incentive based grants which may include incentives such as training, outreach, database and information management, IT upgrades, workplace repair and maintenance.
CACC and PMG, through the annual strategic framework, will decide which whole-of-government systems and agencies to target for capacity development. The Program Management Office (PMO) will carry out joint diagnostics for these systems and agencies, which will identify areas for improvement and lead to the Capacity Development Agreement (CDA). The CDA will identify the required capacity development activities and allocate financial and human resources accordingly. Support will focus on agencies that deliver on agreed results within a reasonable timeframe. 

Capacity Diagnostics 

EPSP is predominately a strategic proactive and focused program.  Capacity diagnostics will be undertaken prior to any modality of aid support.

For example, the PMG may initiate capacity diagnostics from:
CACC directed requests for support

PMG initiated research results

Past requests which have not been fulfilled by donors, and which have relevance for EPSP priorities

Whole-of-Government reports and plans which indicate priority areas for support

PMG supported direct requests from GoPNG and GoA

Agency requests
Resource allocation will in part be dependent on the volume of resources that become available as new funds are introduced or adviser placements come to an end. A communication strategy from the Chair of PMG to agency heads will assist to reorient the existing reactive demand-driven approach to a more strategic and proactive focused one.  
There may be times when the PMG receives requests from agencies for assistance. These requests will be considered by the PMG in relation to assistance identified in the Annual Strategic Framework. PMG may institute a capacity diagnostic to evaluate such requests.

Capacity diagnostics process

An analysis of agency capacity development requirements will be carried out jointly between the PMO and PMG selected agencies that are likely to benefit from capacity development assistance (Diagram 2). The diagnostics will identify the root causes of problems, not just symptoms.  Evidence will guide the diagnostics, drawing on research, as well as existing analyses and reports.
It is important  that the capacity diagnostic should be a genuine exercise in the PNG government undertaking a cooperative, interagency, evidence-based, policy process to address a specific problem.  EPSP can provide technical and process support for evidence-gathering and analysis, and might also provide support for implementation.  This approach has several benefits:  

evidence-based diagnosis gives the best chance of a robust identification of the problem;

interagency approach ensures the problem is identified within a common framework, which facilitates identifying a solution that is acceptable to all agencies (which is important since they will all have to implement that solution); and

the exercise has a wider benefit, since it also models a good process of inter-agency cooperation and use of data, as well as reinforcing the coordinating but responsive role that central agencies should play in ensuring that systems (like financial management systems) meet the needs of line agencies that have a more direct interest in service delivery outcomes. 

The diagnostics will be based on a strength based approach, looking to transfer the principles of what has worked to areas in need. They will use a whole of agency approach, taking into consideration systems issues which are the cause of poor service delivery across public sector agencies. Some of these may be
Resource issues (financial, human equipment)

Systems, process and accountability issues 
Ineffective interagency coordination
Motivation and performance issues

The diagnostics will be guided by
The Principles of this Strategic Framework

the results framework
an agency’s mandate under Vision 2050, DSP and MTDP and the clarification of the agencies functions

broken links in an agency’s service delivery which may be identified through further research
interactions with other development partner activities.
Diagram 2: Capacity Diagnostic Process











The diagnostics will be carried out by a team of experienced senior Papua New Guineans operating from the diagnostics principles. The agency will lead and own the diagnostics process, using various approaches depending on what the agency deems suitable. Stakeholders and service recipients will be involved as well.
 The team will provide a written report which identifies the root causes of problems, assesses the readiness of the agency to commence significant capacity development and outlines the areas to be targeted, as well as the quantity and duration of the aid modality to be provided.
The diagnostic leads to an agreed strategy, the Capacity Development Agreement.
Capacity Development Agreements

The Capacity Development will be a formalized agreement (CDA) between the agency and the PMG.
The CDAs provide an integrated link to whole of government reforms and plans as well as agency specific objectives. CDAs articulate agreed objectives, indicators and outcomes, time frames, mechanism of support, agency contributions, implementation plans  results-based monitoring methods, cross cutting issues, and the expectations and responsibilities from both the PMG and the agency. CDAs will be owned by the agency and it will be the agency’s responsibility to utilize the resources provided by EPSP to achieve the agreed outcomes. 
CDAs will identify the most suitable modalities required to achieve the desired outcomes. This may incorporate long-term technical assistance, short-term consultants, targeted training, targeted research and analysis, management support, twinning and/or grants from the Capacity Development Fund. It will take account of the relative costs and benefits of these different options, including a value for money assessment. Where TA has been identified as a suitable mechanism, CDAs will give consideration to whether the TA is long-term, short-term, periodic, national or international as the most cost-effective way of addressing the need.
Implementation Plans

The various modalities require plans to enable implementation and to monitor and evaluate the progress and performance of the packages of assistance in action. The CDA will include an implementation plan and the agency will  be responsible for reporting against it.  The agency will appoint a senior management team member as the focal point responsible for implementing the CDA. 
 EPSP emphasizes an agency’s accountability for the implementation of CDAs or any other aid modality provided through EPSP. 
Capacity Development Fund

Diagnostics may identify fund needs which may be financed through the Capacity Development Fund. The Capacity Development Fund comprises 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, funds will be transparently managed and monitored within PNG systems.
EPSP PROGRAM MANAGEMENT ARRANGEMENTS
Governance Structure

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.
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.
Program Management Group (PMG)

The PMG consists of representatives from six agencies of CACC at a senior officer level: PM&NEC, DNPM, DPM, Treasury, Finance and DPLGA as well as representation from the Office for Development of Women, the EPSP Program Director, and AusAID.
The PMG is responsible for developing the annual Strategic Framework; approving and monitoring high quality activity proposals and the allocation of program resources under the Capacity Development Agreements and Capacity Development Fund; improving 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 outcomes level. 
Program Management Office

The Program Management Office in Port Moresby is led by the Program Director and includes a Capacity Development Specialist, Gender Specialist and M&E Specialist as full time resources. Other specialist inputs will be provided as needed in the areas of training and learning, information and communication, and HIV mainstreaming.
The Program Management Office is responsible for: facilitating the provision of Capacity Development Agreements; providing the EPSP resources identified in the Agreements; ensuring effective communication and information between and across all stakeholders; ;providing CDA monitoring and progress reports to the PMG; increasing GoPNG involvement in program management and operations including the Capacity Development Fund; providing secretariat and support services to the PMG; and producing quarterly and annual reports for PMG, CACC and AusAID.
Monitoring and Evaluation

The overall framework for M&E in the program is contained in the M&E matrix. The matrix includes four clear results areas and twelve intermediate outcomes (Diagram 1). Indicators and sources of evidence are elaborated in the matrix.
Program inputs and outputs are monitored to provide program management and both governments with resource utilisation and cost data. Some baseline data is readily available such as the percentage of EPSP budget spent on international and national technical assistance per year; percentage of men and women advisers; percentage of men and women participating in EPSP decision making; and the percentage of men and women participating in EPSP activities.
Program Outcomes are a major focus of EPSP. The outcomes contained in the M&E matrix provide the basis upon which the progress and performance of the program can be measured in qualitative and quantitative terms.
M&E in the program employs a mixed methods approach with an emphasis on linking M&E with learning and planning. M&E provides a valuable opportunity for organisational learning and improvement and links to strategic planning in a cycle of learning, reflection and planning. EPSP also links evidence of change to an assessment of program performance.  Arrangements are structured to maximise the use of and strengthening GoPNG systems with comprehensive disaggregation of data. 
A Facilitated Performance Analysis (FPA) is required by November each year in order to feed into the following year’s strategic framework. The FPA links evidence of change to program performance with an emphasis on outcomes. A component of the FPA is the Contribution Dialogues (CD), in other words ‘What is the contribution of EPSP to performance and progress?’. The CDs are structured around each Capacity Development Agreement formulated during the year. 

Reporting and accountability

EPSP provides quarterly and annual program reports to PMG, using agreed formats. The reporting is consistent with GoPNG quarterly and annual reporting cycles to align planning and activities with GoPNG planning cycles and priorities. The purpose of the reporting is to inform PMG and AusAID of the status and commitments of EPSP activities and to monitor and evaluate progress and performance over a period of time.  The reporting enables PMG to review activities on a regular basis and to plan, allocate and reallocate resources based on evidence.
Reporting consists of the number and nature of capacity development agreements, progress and achievements of the various modalities in operation, and highlighting exceptional issues and events that may or may not strengthen program outcomes. Evidentiary issues will also be highlighted.
Annual reports will include Report Cards on the status of the CDAs and achievements against the outcomes agreed for each agency, as well as information on whole-of-government EPSP activities, such as research.

Developing Annual Strategic Frameworks

Principles
In seeking to achieve its goal and purpose, EPSP will engage strategically and constructively with GoPNG agencies, AusAID, SGP, SNS, SPSN and other aid donors and partners to:
Identify areas where EPSP resources can most effectively be applied;
Scope, define and manage appropriate resources based on Capacity Diagnostics and Capacity Development Agreements; and
Focus on governance capacity development in key central and identified core agencies to support Vision 2050  in terms of service delivery and economic development
EPSP recognises Australian and GoPNG policy priorities, particularly the Vision 2050 priorities and suggestions for action in the DSP. The National Goals within this reform agenda are:
An effective, stable and enduring system of government and public administration, providing sound leadership and management of the economy & resources;
A safe and secure environment  and respect for the rule of law;
Improved public infrastructure maintenance and development;
Improved economic environment resulting in increased employment opportunities for all; and 
Improved access to basic services for all.
Strategic Framework 2010
PMO will develop a list of priorities for discussion by PMG and included in the Strategic Framework 2010. The list will be drawn from the
EPSP Design Document, 
MTDP and Vision 2050
Research results identifying barriers for service delivery at agency and system levels
Contribution analysis of EPSP & SGP advisers
Needs arising from the TA review  
Annual Process from 2011 onwards
The program is committed to an annual process for the development and approval of the annual strategic framework. An indicative strategic framework is required from the program by June of each year. This indicative framework is considered by PMG and CACC. 

The final version of the strategic framework is to be produced by the program in December for consideration and approval by PMG and CACC at their first meetings in the New Year.

The final strategic framework builds on information and evidence that is provided by the cycle of quarterly modality and program reporting, including financial reporting, and the results of the annual Facilitated Performance Analysis (FPA). 
SCHEDULE 2010

A schedule of activities which the Economic and Public Sector Program will undertake during 2010.

	ACTIVITY
	EXPECTED OUTCOME
	NOTES

	Procurement and training of diagnostic team(s) 
	Diagnostic teams ready to do agency diagnostics
	Targeted search; procurement following TTSS procurement toolkit, establishment of  rate structure

	Two Agency diagnostics to be undertaken
	Two diagnostics carried out
	Further input from PMG on agencies to be targeted for these diagnostics

	Research scholarships into specific public sector issues will be considered and a process developed to facilitate these tasks

	Research activity underway
	Topics could be:

Aid effectiveness, implementation of devolution, etc.

	Scoping for information systems support in PM&NEC
	Understanding of the information system needs for PM&NEC
	

	Develop / finalize Procurement Toolkit for support services and targeted training (TTSS)
	Procurement toolkit operational

Pool established
	

	Conduct targeted training for the PMG M&E Working Group on monitoring and evaluation
	M&E Working Group better able to undertake monitoring and evaluation of the program
	

	Conduct a professional development workshop on performance indicators for advisers
	Improved understanding of outcomes, outputs and activities and indicators of these
	

	Draft 2011 Annual Strategic Framework
	Ready for submission to PMG/ CACC for first meeting in 2011
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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.





OUTCOMES – 5 YEARS





RESULTS – 10 YRS
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Information flows within government are more timely and efficient, and policy is increasingly evidence-based





Budget preparation is improved





Leadership and management of the public service is improved





Sound and sustainable macroeconomic polices are implemented





Improved use and management of public financial resources





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





A more skilled and effective public sector workforce





Government is more informed, transparent and accountable





Stronger, equitable human resource polices are implemented





Public institutions in the economic sector operate more effectively, transparently and equitably





There is greater dissemination of information on budgets and services to men and women





Public financial management controls are stronger





Men and women in the public service are more capable and motivated





Regulatory environment to private sector activity is more efficient and transparent





External scrutiny and audit systems are more effective





Budget allocations and execution increasingly support service delivery for men and women





PMG approves Diagnostic �to commence





Diagnostic Team discusses approach with agency





Self assessment, workshops, interviews, client and  stakeholder feedback





Led by agency,  Diagnostic Team facilitates approaches





Diagnostic Team drafts initial report and discusses with agency





Diagnostic Team submits �report to PMO





PMO jointly with agency drafts Capacity Development Agreement





Capacity Development Agreement submitted to PMG for approval
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