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Key Messages

“More equitable, effective and accessible services for the men, women and children of PNG” be adopted as a new goal to reflect a program focussed on service delivery.

The current design of EPSP should not be changed. Rather, a new externally focussed Result Area 5 designed to address WoG systemic issues be added to the Results Framework.

To improve the effectiveness of engagement in resolving WoG systemic problems, strategies should include political economy considerations.

WoG support through EPSP should be focussed on facilitating the resolution of provincial systemic service delivery problems that are well known such as funding flows, audits, planning and payroll.

The EPSP PMG needs to be more actively engaged in program delivery, program advocacy and program performance.

AusAID should promote internal coherence between EPSP, SNP, SPSN and other relevant AusAID funded sectors, to ensure an internal coordinated and coherent approach to program management on WoG activities.

Program performance accountability for WoG engagement should be determined through donor supported modality allocations to inter-departmental committees (task force) under the leadership of departmental heads.

To reflect the new program focus, the EPSP 2012 Strategic Framework be revised to include WoG activities, and receive endorsement from the CACC.

EPSP PMO six-monthly workplans should clearly show deliverables towards the program goal, based on the revised Results Framework.

The EPSP PMO should be re-structured around the Results Framework for improved performance and value for money.

Nine recommendations support these key messages.

Executive Summary

The shift in AusAID program focus in 2010 following the Development Cooperation Treaty Review prompted this Strategic Review. The review team finds that a revised Theory of Change identifies EPSP as an appropriate enabling program to address national, provincial, district administrative (WoG) systemic problems affecting service delivery to the community. 

Recommended are the following to fulfil this responsibility:

1. EPSP adopt a new program goal of “More equitable, effective and accessible services for the men, women and children of PNG”, and the proposed Results Framework and deliverables to support this goal.

2. Over the next five years, EPSP facilitates support for WoG implementation to improve service delivery in the following areas: 

· Provincial Budget Funding flows; 

· The budgeting, release and reporting of Function Grants;

· Establishing the three new Provincial Health Authorities;

· Health and education Minimum Priority activity reporting;

· Accountability for timely provincial audit reports;

· Sub-national organisational audits and reviews;

· The roll-out of the provincial payroll;

· The updating of provincial development plans to incorporate Vision 2050, DSP and MTDP objectives;

· The start up of Jiwaka and Hela provinces.

3. The EPSP PMO enables contractor engagement in WoG systemic problem resolution, and for ensuring coordination, synchronisation and coherence with other relevant AusAID funded contractors.

4. The EPSG and SNP AusAID program directors collaborate to encourage internal AusAID program coordination, synchronisation and coherence on WoG program engagement.

5. EPSP continue its core work of developing and implementing Capacity Development Agreements for national agencies.

6. The EPSP 2012 Strategic Framework be revised to include WoG systemic problem resolution as an additional focus, with clear linkages to the new program goal

7. The PMG adopt the proposed strategies to be more engaged in the ownership of the EPSP.

8. To improve program engagement, consideration be given to co-locating EPSP staff to GoPNG coordinating agencies

9. The EPSP Program Office is re-structured to support the additional focus on WoG activity.
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1. Introduction

The Economic and Public Sector Program (EPSP) commenced in June 2010. It is designed to facilitate high-level PNG coordination and management of resources that support economic and public sector development by working with core national departments directly through the Department of Prime Minister and National Executive Council (PM&NEC), to the Central Agencies Coordinating Committee (CACC). 
Since the commencement of the EPSP program three key events have occurred:

· The Development Cooperation Treaty has been reviewed (DCT review)

· As a consequence of the DCT review, the AusAID program focus for PNG has changed

· Because of the change of focus, four new Partnerships for Development have been developed.
The overarching framework for EPSP activity is the four new Partnership for Development (Partnership) schedules in health/HIV, education, law and justice, and transport. EPSP, along with other governance programs, will support these schedules. 
The Partnership schedules are driving a change in AusAID program focus and led to this strategic review of EPSP.  

This strategic review does not:

· Review the progress of EPSP to date

· Redesign or review the EPSP design

This strategic review does:

· Recommend an additional results area for EPSP

· Retain the strong focus on the national agencies in governance and supporting service delivery

· Recommend a Theory of Change and Program Logic that clearly identifies the relationship between EPSP and other AusAID funded programs

· Provide recommendations on an additional focus for the EPSP that address Whole-of-Government (WoG) systemic issues impacting on service delivery

· Identify potential activities addressing constraints and bottlenecks with associated outcomes and impacts to address WoG systemic problems

· Identify how EPSP can, with other government and AusAID programs, better identify and improve inter-agency and national/sub-national system problems that inhibit service provision to the community; 

· Recommend specific deliverables in the short, medium and long-term that reflects the shift in the focus of AusAID funded programs. 
2. Theory of Change

A Theory of Change identifies the expected (or assumed) causal linkages between program activities and desired program outcomes. The re-focused EPSP requires a modified change theory to take into account a WoG approach and the AusAID PNG program’s revised service delivery focus. The revised program’s approach 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 national organisations can plan for improved and sustained governance performance,  using the skills, knowledge and information effectively if they are given these,  and achieve better outcomes with improved performance;   

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

· Third, services to the public will improve when WoG systemic issues are resolved in a sustainable way to provide more equitable and affordable access to health and education services, especially at the provincial and district levels.

· Fourth, a healthy and educated nation will generate a democratic civil society that is able to take advantage of PNGs natural wealth and transform the country into a prosperous nation. This directly relates to the Development Strategic Plan (DSP) goal of “A high quality of life for all Papua New Guineans”.
AusAID funded programs can play a role in encouraging public sector performance by: improving the understanding of performance issues in the system; contributing to national agencies capacity building in provinces and districts; building the capacity of organisations and to upgrade select parts of the system; improving accountability for performance; supporting civil society in its role in a democratic society; championing gender equality; and promoting a culture leadership excellence by supporting good leaders and managers and emerging ones. 
The AusAID funded programs are articulated in the four Partnership Schedules together with their associated Delivery Strategies. The relationship among programs and the change progression is given in the diagram:
While EPSP is primarily concerned with strengthening national organisation governance, it is also closely linked with the Sub-National Program (SNP) to support improvements in WoG systems and process through provinces, districts and local level government (LLG)s. EPSP, together with SNP,  Strongim Pipol Strongim Nesen (SPSN), Strongim Gavman Program (SGP) and other AusAID funded programs form coherent linkages in supporting change for the GoPNG and civil society.
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3. Program logic and Results Framework

3.1. Program Logic

The program logic approach employs a framework that involves identifying strategic elements (inputs and outputs, outcomes and impacts) and their causal relationships. The approach is constructed around the six modules in the program using a set of common issues and questions. Impacts are long-term goal consequences both positive, negative, direct, indirect, intended and unintended. This is represented in the following diagram
:

The EPSP Results Framework captures these outputs, outcomes, results and impacts. The EPSP Program Management Group (PMG) delivers this program logic through Program Management Office (PMO) approved six-month workplans. Workplans should have clear time-based deliverables able to be tracked through to the program goal.

3.2. 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, with activities progressed within this Framework. The current framework has four result areas contributing to the program goal “An effective and efficient public service that focuses on service delivery for the men and woman of PNG, and creates and enabling environment for broad-based economic growth”.

The Review Team recommend the current four result areas should be retained. However, the current Results Framework lacks specificity and does not:

· Reflect the shift in AusAID program focus following the DCT review

· Incorporate a WoG service delivery focus proposed in this review

· Incorporate a higher level goal relating directly to more equitable, effective and accessible services

· Incorporate a theory of change to demonstrate how EPSP activity contributes to the DSP goal of “A high quality of life for all Paua New Guineans” and the targets of the medium Term Development Plan

The proposed revised Framework addresses these shortcomings by emphasing the role of national agencies to work with provinces and others to deliver services more effectively and efficiently. In other words it adds a WoG service delivery Result Area (5 in the diagram) to the existing result areas and brings an external outward focus to EPSP.

Represented below is the proposed revised Results Framework:



3.3. New Goal and Results Framework

The original EPSP goal “An effective and efficient public service that focuses on service delivery for the men and women of PNG” is a process and not an end goal. A new higher-level goal “More equitable, effective and accessible services for the men, women and children of PNG” is recommended to connect EPSP activity and deliverables to service delivery within the Theory of Change. The original goal has been retained as an intermediate enabling goal concerned with improving service delivery.

New result area 5: National government systems & processes supporting improved service delivery
Systemic problems involving WoG impact directly on services to the community. These problems include budget and planning, funding flows, budget execution (i.e. spending), reporting and accountability, provincial audit processes, organisational human resource establishments, payroll, the coordination and alignment of plans to Government policies, and provincial specific problems such as new province start-up, and the establishment of Health Authorities. Over the last decade many of the systemic constraints and bottlenecks have been well identified and documented
 while further issues and weakness are being identified by the EPSP diagnostic process . 

As a nationally focussed governance program, EPSP has a role to support the GoPNG to address these problems, particularly in the light of the re-focussed AusAID support for service delivery.  However, as the problems are WoG, EPSP will need to coordinate its support with other government and development partner programs and organisations. 

The three suggested five-year outcomes in the Result Area 5 are designed to reflect the leadership role of the national agencies and departments in Whole of Government engagement:

· Outcome 5.1: WoG public financial management systems improved
· Outcome 5.2: National, provincial and district plans align with Vision 2050, DSP and Medium Term Development Plan (MTDP)
· Outcome 5.3: National, provincial and district organisation structures fully staffed to support service delivery
National agencies should be leading problem analysis and diagnostic activities within government. Leadership and determination will be required to tackle specific deep-seated issues. EPSP can support government in resourcing inter-departmental committees and task groups to develop action plans to address WoG systemic problems. Similarly SNP can work with the provinces to engage in this process.

National government agencies have a statutory duty under the Organic Law on Provincial Governments and Local Level Governments to assist provinces with capacity building in the use of national systems and processes. Result Area 5 is proposed to support national agencies to work with provinces and the LLGs, in collaboration with SNP, the Provincial Program Improvement Initiative (PPII)  and other initiatives, to re-dress service deliver systemic issues. The new SNP explicitly recognises this role in Component 3 of its design.
4. Systemic WoG problems

Currently the focus of EPSP is on building the capacity of national agencies through the Capacity Diagnostics and Capacity Development Agreement processes, as reflected in the first four columns of the Results Framework. Under the proposed Results Area 5, the PMG will endorse activities to re-dress WoG systemic problems affecting service delivery.  

The Review Team have identified some of these systemic problems for consideration by GoPNG and the PMG.  EPSP cannot, and should not, attempt to engage on all systemic problems simultaneously. Rather, the Review Team recommend engagement initially on a small selection of systemic problems using the following criteria:

· Is the stakeholder environment, particularly from the GoPNG, supportive for problem resolution?

· Is there a strong and committed lead agency for the activity with the agency head personally supportive?

· Does the problem need government institutional action (i.e. legislation or a political decision) before donor support can be effective? 

· How complex are the problems, how many stakeholders are involved and what is the likelihood of a successful response?

· How resource-demanding will addressing the problem be?

· In which order, strategically and logically, should the problems be addressed?

· Can the problem be addressed in the short term, or will it require longer-term support for resolution?

While it is recognised GoPNG are already addressing some WoG systemic problems, eventually, all need addressing for the government to achieve its targets under the MTDP.

In supporting WoG systemic problem resolution under Result Area 5, EPSP becomes externally focussed, looking outwards to the clients of the national agencies.

The Review Team’s recommended initial list of activities to be scoped are:

· Provincial Budgets, Funding and Spending: How can the whole process be improved from budget preparation (a role for SNP), budget review by national agencies, budget execution by the provinces and reporting on spending and outcomes?

· Function Grants and Minimum Priority Activities: The introduction of the function grants was a significant GoPNG action. There is a need to enhance the budgeting of function grants (SNP can assist provinces), ensure the timely release of grants to the provinces, improve the reporting of outputs, and outcomes against the grants, and the need for greater engagement with provinces in activity quality. A specific target should be grants for health and education.
· Provincial Health Authority start up: Government is committed to testing a new modality of integrated financing in three provinces for rural and clinical health. The three new Public Health Authorities (PHA)’s need support from national agencies in their start up given previous failures associated with starting up statutory authorities. 
· Provincial audits: Provincial audits need more support. Completion of audits in a timely fashion is a high priority to improve accountability and to produce provincial annual reports. SNP can assist provinces to respond to audit outcome requests.

· Manpower and Establishment Review: The Department of Personnel Management (DPM) has taken the lead on organisational reviews and the auditing of provincial staffing. A focus includes the affordability of structures and the location of staff to support service delivery
· Roll-out of Payroll: DPM is currently engaged on a WoG activity to support the roll-out of payroll management to selected provinces.
· Monitoring MTDP and Provincial Development Plans: The Department of National Planning and Monitoring (DNPM) needs the capacity to monitor government policies and plans, and particularly the MTDP. To enable this Provincial Development Plans require a consistent format to incorporate Vision 2050, DSP and MTDP targets and objectives.
· Jiwaka and Hela Start-up: These two new provinces require capacity support and assistance to establish their administrations; to participate in government administration; to secure an equitable share of resources; and to participate in capacity development programs
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5. Proposed outcomes

Proposed outcomes focus on WoG and national agency activities that link directly to the Results Framework. These can be delivered through detailed six monthly PMO workplans. As EPSP is currently undertaking national agency capacity diagnostics and developing the associated Capacity Development Agreements, these activities should continue as core business. 

WoG activity provides an additional focus for EPSP. As such, EPSP should initially, strategically select one or two of the systemic problems identified in Sec 4 as a focus in the immediate future, and progressively expand on WoG activity based the criteria in Sec 4.

A consequence of this review is to divide EPSP outcomes into two core EPSP areas:

National Agency Development Outcomes are existing outcomes that will result in improved governance in national organisations. These deliverables contribute to the Result Areas 1-4;

WoG Deliverables are new outcomes resulting from systemic improvements across different levels of government and between agencies within levels. These deliverables contribute to the Results Area 5 but also build on national agency capacities developed under Result Areas 1 to 4. They are service delivery, provincially focussed results that will improve services at the provincial and district level. 

5.1. National Agency Development Outcomes

National Agency deliverables are national agency focussed and identified in their Capacity Development Agreements, following the Capacity Diagnostic Process. However, indicative deliverables are identified in the EPSP design.

The EPSP Program Office needs to address the speed at which Capacity Diagnostics and Agreements proceed. Suggestions to facilitate the process include:

1. Utilising an international level skilled facilitator/report writer to support and accompany all capacity diagnostic teams. This would unburden the teams need to produce written material and enable them to focus on important dialogue. It may also constrain discussions between GoPNG officials and the diagnostic team;

2. Making more extensive use of AusAID funded advisers (SGP, EPSP) in the recipient agency to support the agencies response to Capacity Development Agreement discussions;

3. Requiring the PMO, rather than AusAID, to negotiate Capacity Development Agreements immediately following the PMO’s consultation with AusAID; and

4. Placing maximum time constraints from the point of agency engagement to the point of Capacity Development Agreements – to give agency engagement priority to the process.

Outcomes for central agencies are determined by a process of Capacity Diagnostics and captured in detail in Capacity Development Agreements. As the diagnostic and development agreement is a process designed to identify the root cause of problems, governance will improve and lead to effective WoG development outcomes. National Agency development outcomes will be expected in:

· Planning: Agencies will plan within their functions and mandate to deliver results against Vision 2050, the DSP and MTDP

· Budgets: Budgets will be prepared and approved in a timely fashion, align with plans, and be expended and acquitted appropriately.

· Structure and human resources: Structure will support plans and fully staffed, and staff will be trained, recruited, managed and paid correctly.

The program logic that links national agency inputs, outputs, outcomes, results and impact on the goal of EPSP can be represented diagrammatically
: 
5.2. WoG Systemic Problems

The Review Team have identified a series of deliverables for well-known systemic problems that could be achieved in the short to medium term. These problems were discussed at a recent PMG meeting of EPSP and the proposed remedial activities supported. The identified systemic problems impacting on service delivery are: 

5.2.1. Provincial budgets, spending & reporting

Improved public financial management in the national-provincial-district chain is central to addressing the quality and effectiveness of spending and curbing fraud and other corrupt practices. The District Case Study1 found a multitude of shortcomings in the management and allocation of service delivery funding. Resolution around these problems will have the following impact:

· Adequate funding will be provided to meet the realistic operational costs of service delivery

· Only one level of government will be responsible for each operational cost of service delivery

· Funding for operational costs will be provided at the level of government where it is most effective an efficient to pay for those costs

· GoPNG Funds will be focused on first meeting core, operational costs while donor funds will be used for capital, investment and second-order priorities. Under the partnership donor funds may be available for recurrent costs in agreed priority areas.
· Ceilings will be transparent and predictable.

· Budges will be prepared before the start of the year in which the funds are spent

· Budgets will be prepared by the service delivery units that have to implement them

· Funding for front-line service delivery facilities will be protected so that it is not spent on higher levels of administration.

· Charts of accounts will be designed to vive guidance to those preparing budgets 

· Each service delivery unit will deal with only one budgeting and planning system

· All sources of funds will be included in one budget and managed through a single bank account.

Provinces are responsible for significant parts of the service delivery chain. Their budgets are made up of national grants, function grants, local revenues and other sources such as Health Sector Improvement Program (HSIP). Provincial budgets are submitted to Treasury for approval. Treasury monitors performance and funds the provinces based upon the budget and quarterly reviews of it. 

At the provincial level SNP has supported: 
· Integrated Planning and Budgeting, a step by step process to link plans and budgets which needs further work to link in monitoring and performance measurement, 
· The National and Economic Fiscal Commission (NEFC) to capture and publish extensive provincial/district costing information via the Provincial Budget Model, 
· NEFC has also produced and published a five year trend analysis of fiscal indicators and the endemic problems (known as ‘red flags’) on service delivery province by province. 
Finally, there is a serious silo mentality when it comes to funding within the PNG government with provinces regarding their internal revenues as ‘provincial money’ for administration and pet projects. They separate out national government money for key service delivery.

If service delivery outcomes are to be improved there is serious need for the national government to strengthen its engagement with provinces to:

· Start to build a whole of budget view on achieving the government MTDP service delivery objectives. All revenues must been seen as part of the provincial revenue envelop.
· Strengthening Treasury, Finance and the Department of Provincial and Local Level Government Affairs (DPLGA) to scrutinise provincial budgets, seriously review performance and spending, question prioritisation of spending. Feedback is essential if service delivery is to improve. Leaving the provinces to choose ad hoc individual parts of the sector policies to support will not achieve a reprioritisation of spending on development objectives.
· Greatly improved accountability for qualitative and quantitative reporting on provincial budget expenditure.
This is not a short-term activity (it is in fact a large and vital activity) although engagement with a couple of the better provinces could see improvements within two years. The desired outcome is approved provincial budgets reflecting an all sources of revenue approach to key service delivery targets, with central agencies and the Provincial and Local Level Services Monitoring Authority (PLLSMA) engaged with provinces reviewing performance output data and outcomes. A strong case can be made for starting this activity in two or three provinces perhaps with an emphasis on health and education spending.
5.2.2. Function grants and minimum priority activities

The function grants are a small part of the GoPNG budget. They have a couple of key good aspects (i.e. funding for priorities is visible and the national government has kept its agreement to increase them annually). However, they also reinforce the separation of funding into the silos at provincial level described above. Notwithstanding these issues these grants and the associated Minimum Priority Activities provide an entry point for both GoPNG and AusAID to improve the system of reporting on education and health outputs and over time outcomes. The next step is improved accountability by provinces for their spending behaviour.

Increased capacity rarely leads to better service delivery in the absence of a clear demand for better performance. Such demand for performance can be exercised through the accountability and compliance of provinces to central government. Strengthening demand for performance and accountability is thus a strategic priority, and can be regarded as the flip side of the work carried out by SNP at the provincial level. Through this program (EPSP), and SGP, AusAID has an opportunity and a deep interest to give concentrated attention to this strategic area of work within Treasury and the Department of Finance. Starting with the function grants and the Minimum Priority Areas (MPA)s is a feasible entry point.
For DNPM and AusAID it is also platform to explore synergies with the GoPNG sector programs of health, education and transport (supported by AusAID) that is concerned primarily with sector-specific performance issues. Strengthening Treasury and Finance to do their job to increase provincial accountability at budget time and during the spending year is the missing capacity development initiative.

One simple initiative that Treasury could consider is to publish annual standard warrant and cash release schedules for grants to all provinces. This would provide a standard against which performance could be measured (provinces and Treasury). It would also enable provinces to anticipate and plan with greater certainty.

There are also extensive linkages to the Organic Law’s requirements under section 119 for provincial performance reporting on service delivery and PLLSMA’s annual performance report to Parliament. However, this and the NEFC’s work is always after the event.

The desired outcome in the next two to three years is provinces reporting to Treasury on MPA outputs with central agencies, sector agencies and PLLSMA engaged in providing feedback on performance.
5.2.3. Provincial Health Authorities
In 2007, the Provincial Health Authorities Act was passed as a voluntary option for provinces to deliver services under a unified system. This Act emanated from the disconnect created between provincial hospital services (managed nationally) and rural health services (managed provincially) as a result of decentralisation. The effect of funding and administering these services separately has led to a lack of joint approaches to clinical supervision and integrated outreach across provinces, often creating confusion and duplication. PHAs are intended to resolve these structural issues by establishing a single health authority in a province with command and control of all health resources and services. Eastern Highlands, Western Highlands and Milne Bay are the first to pilot this reform.

PHAs are statutory bodies with their own board and management. Staff will be transferred from hospital and provincial administrations to the PHAs. PHAs are allowed much more scope for determining their own financial destiny. Many bodies in PNG have struggled with this autonomy. Provinces, and other, will be expected to support them with funding. Similarly they will have greater autonomy on matters of employment. 

Under the Partnership schedule on health AusAID makes a strong commitment to supporting better health outcomes and in particular the piloting of the PHAs.

There will be a significant challenge for the Departments of Treasury, Finance and Personnel Management to support and monitor the PHAs in Western Highlands, Milne Bay and Eastern Highlands. These are new entities without established systems and processes. Dedicated central agency support will be needed to:

· Provide budgets and financial support with separate recurrent budgets and function grants;

· Build public administration capacity in core tasks

· Monitor performance;

· Ensure effective governance.

DPLGA will have to be closely involved together with the AusAID Sub-national Program in working with the three provinces to get this new initiative working. Other provinces will follow if health benefits follow.

The desired outcome of this support is working PHAs fully engaged with Waigani central agencies on building public administration capacity and monitoring performance.

5.2.4. Provincial accounts audited regularly

On a regular basis, provincial audits need to be undertaken so that a province’s annual accounts are completed early in the next financial year. The link between the release of new funds and visible action by a province to resolve issues raised in the audit management letter must be strengthened. This is so that poor performers and persistent defaulters are dealt with and corrected and disciplined promptly. When problems are not dealt with quickly, serious problem get worse over a period. Currently, audits are up to two years late.

This is another activity with a strong link to DPLGA, SNP and PPII. If EPSP can support the Auditor General’s Office to build its capacity to undertake provincial audits these other stakeholders can work with the provinces to address performance and system issues.

The desire outcome is the start of a program that results in audits being completed and issues resolved in two or three provinces and the Auditor General’s Office (AGO) expanding the program to all provinces over time.
5.2.5. Provincial organisational reviews

Staffing and establishment reviews were conducted by DPM in June 2010 and 2011, targeting all Provincial Administrations, Public Hospitals, National Departments and Line Agencies throughout PNG who currently utilise the GoPNG integrated HR payroll system.  These reviews were prompted by the 2009-10 overruns in personnel emoluments expenditure and claims that devolution of HR powers may have contributed to this. There also existed concerns that the Public Service General Orders were not being adhered to and that outdated and inaccurate information was contained within the integrated human resource (HR) payroll system.  Such reviews were last conducted within the PNG Public Service approximately 10 years ago as part of the public sector reform strategy.  
Following consideration of the findings from the 2010 Staffing and Establishment Review, the National Executive Council released Decision 53 of 2011 (March 2011) which required implementation of a number of initiatives designed to introduce greater control and governance over the management of personnel emoluments across GoPNG agencies.  

As a result of the above decision, subsequent activities have included:

· Establishment of technical working committees comprised of DPM, Department of Treasury (DoT) and Department of Finance (DoF) to undertake the necessary changes to payroll processes and systems;

· Release of ‘Special General Order No. 1 of 2011 – Budgetary Management of Organisational Establishments, Manpower and Personnel Emoluments in the 2012 Budget Preparations and Implementations’  by DPM in May 2011; and

· Conduct of the June 2011 Staffing and Establishment Review across all provincial administrations, public hospitals, national departments and line agencies to educate HR practitioners in the Special General Order of 2011, to audit and reconcile information currently contained within the integrated HR payroll system and to accurately identify the necessary staffing and personnel emoluments ceilings for 2012 budget submissions.

The next steps required to progress this project are:

· A report to the Central Agencies Coordinating Committee detailing the findings and recommendations resulting from the 2011 Staffing and Establishment Review; 
· Further configuration and data cleansing of the integrated HR payroll system to facilitate accurate and timely reporting for agencies; 
· Revised processes and format for determination and release of personnel emoluments appropriations by the Department of Treasury (in collaboration with DPM and DoF);

· Imposition of severe restrictions on agencies utilising the Provincial Government Accounting System (PGAS) and off-line payments for salaries, wages and allowances;

· Implementation of a viable, timely and efficient method for employing short-term casuals and contractors which will meet the needs of provincial administrations, public hospitals and line agencies;

· Continued strengthening of the inter-Departmental collaboration between DPM, DoT, DoF and DPLGA, including inclusion of the National Department of Health and the Department of Education / Teaching Services Commission in future Staffing and Establishment Reviews and related initiatives;

· Bi-annual conduct of staffing and establishment review workshops for all provincial administrations, public hospitals and line departments and agencies in:

· May-June of each year, to assist in the determination of agency submissions for staff levels and the necessary personnel emoluments to support these for the following year; and

· January – February of each year to assist agencies in finalising the necessary arrangements to implement the DoT funded establishment for the year, including determination of how to manage excess / unfunded staff 

5.2.6. Provincial payroll devolution

Overruns in personnel emoluments, lack of adherence to Public Service General Orders, political intervention within agencies, unbudgeted commitments, casual mainstreaming, large numbers of unattached officers, incorrect redundancy payments, and top-heavy administrative staff have all lead to inefficient and ineffective service delivery.  It is critical that DPM and other relevant national, provincial and district agencies continue to review and collaboratively improve provincial staffing to support service delivery. This includes initial and ongoing training for HR practitioners across the public service on effective management of staff resources and personnel emoluments, use and upkeep of the integrated HR payroll system and the role HR practitioners have in supporting effective service delivery within their agency.
In the health sector, HR practitioners must effectively manage personnel emolument expenditure and strategically plan to meet recruitment and capacity building needs in line with GoPNG priorities in the MTDP. This is clearly articulated in the National Health Plan 2011-2020 which requires an effective and skilled workforce in the right place, at the right time, motivated and doing the right things well.
Throughout 2010-11 DPM has rolled out on-line access to the GoPNG integrated HR payroll system to the following regional hospitals:

· Mt Hagen General Hospital (August 2010)
· Mendi General Hospital (August 2010)
· Port Moresby General Hospital (February 2011)
· Angau Hospital (March 2011)
· Goroka Hospital (April 2011)
· Alotau Hospital (April 2011).

This has meant that HR and payroll staff within each of these hospitals now has the ability to undertake payroll data entry and staff administration for their site, and access real-time reports that allows them to better manage their personnel emolument budgets. For those regional agencies without on-line access (hospitals and provincial administrations alike), it is very common for an officer to fly into Port Moresby on a fortnightly basis to hand-deliver payroll documentation for centralised data entry; obviously resulting in considerable cost and lost productivity.  

The “Hospitals on Line” project has so far proven very successful. The Chief Executive Officer of Mendi Hospital has publicly announced that through the roll-out, he has been able to save PGK 80,000 in three months. In addition, DPM has reports that staff morale has improved due to shift allowances now being paid on time and management can now better manage absenteeism through non-payment of wages for those staff absent from work without legitimate reasons.  The project has also resulted in improved skills, competencies and experience for HR, salary and organisation development staff. 
Following consultation with the National Department of Health and the Department of Provincial and Local Level Government Affairs the following hospitals and provincial administrations were identified as being the next sites targeted for on-line roll-out in 2011:

· Nonga Hospital

· Modillon Hospital

· East New Britain Provincial Administration 

· West New Britain Provincial Administration.

Work is already underway with infrastructure audits currently being undertaken. These will be the first provincial administrations implementing the on-line system so this phase will be significant in terms of validating the current approach being taken with regional hospitals.

In order to support on-line connectivity to the integrated HR payroll system, DPM must also upgrade its information and communications technology infrastructure to support increased data traffic flow and ensure adequate systems support and reliability.

5.2.7. Provincial development plans supporting MTDP

Government has now provided a cascading logic of policies and plans through Vision 2050, DSP and the MTDP targets and objectives. Many provinces have development plans at provincial, district. LLG and ward levels. However most do not take account of these new policies other than in name.

The Department of National Planning and Monitoring has a near impossible job to monitor and report on MTDP’s targets given the mixture of planning formats. Generally, provinces are supportive of using a standard format for reporting. However the need DNPM to provide it, provide training on how to integrate current plans into it and the report on the indicators.

This is an activity with strong links to DPLGA, SNP and PPII. The Secretary for DPLGA is personally committed to working with DNPM’s Acting Secretary to get this activity underway.

The desired outcome is provincial development plans with clear linkages to the MTDP targets being used to prioritise development activities and to report against.
Governments manage service delivery through policy and planning and funding disbursements. Government policy and planning are articulated in Vision 2050 and its associated Development Strategic Plan and Medium Term Development Plan. It is essential that provincial and district agency plans and their associated workplans reflect national priorities and align with national plans. Provincial administrations have responsibility for the development of district plans and the Department of National Planning and Management have the oversight of provincial and national plans.  Coherence in planning will be evident when:

· District and provincial plans reference and align with the Medium Term Development Plan

· District and provincial plans reflect the minimum priorities for education, health and transport in the Medium Term Development Plan

5.2.8. Hela and Jiwaka provinces established

The two new provinces will be established for the 2012 Elections. Interim administrations have been established with experience public servants supporting them. The main purpose of this activity is to ensure that the two provinces are given every opportunity to participate in national government activities, particular those related to planning, resourcing and monitoring of performance.

Their needs will be significant. The expectations of their people will be even higher. AusAID’s EPSP can work with all central agencies to support Jiwaka and Hela to establish their administrations, participate in national meetings and development programs, and secure equitable resources.

The desired outcome is the two new provinces engaged in government planning, budget and implementation public administration processes across the central agencies so that they can get on with service delivery in 2013 and beyond.
5.3. EPSP support for Result Area 5

Activities to support the resolution of WoG systemic problems can be identified in several ways:

· Through facilitated Problem-based Capacity Diagnostics 

· Through a review of existing documentation on systemic WoG problems

· Through GoPNG direct requests to address a WoG systemic problem.

 By definition, WoG activities to support desired outcomes will involve multiple stakeholders, both donors and recipients. The selection of which outcomes should be focussed on first may be dependent on:

· The ease at which stakeholders can be engaged in activities to address the problem ie “work where outcomes are possible”

· The GoPNG priority given to the systemic issue

· The willingness and capacity of GoPNG to lead the engagement

· Where multiple agencies are concerned, their ability and willingness to work together

· The impact on service delivery, and

· The availability of donor and GoPNG resources to address the problem

The Review Team cannot pre-determine the desired outputs and outcomes for the suggested activities in Section 5.2 above. There are gaps in the analysis and proposed interventions. However, to illustrate the need for focus and specific targets the review team lists some suggested outputs for each activity. The lead department and the proposed Task Force or inter-departmental committee will develop the specifics. It is at the planning stage that the opportunities for engagement with SNP, SPSN and AusAID funded sector programs will be identified: 

1. Provincial Budgets:

1.1. Treasury allocated funding against provincial priorities in two provinces, with engagement and review between Treasury, Finance, DPLGA and the respective provinces;

1.2. Quarterly reviews between Treasury, Finance and DPLGA and provincial representatives fully attended and identified problems acted upon by both sides

2. Function Grants and Minimum Priority Activities:

2.1. Fully budgeted function grants in three provinces

2.2. Funds released within defined days of due warrants

2.3. Function grants released within defined days of due release date in selected provinces

2.4. MPA outputs reported on with high quality in selected provinces

2.5. In Central, West Sepik and East New Britain provinces:

2.5.1. Health and education function grants and other funds identified and provided at district and facility level

2.5.2. Significantly increased reporting on health and education MPA activities and outputs

2.5.3. Increased quality of MPA spending for service delivery

2.6. Increased national government engagement on MPAs reporting in health and education activities and outputs

2.7. Increased national recurrent contribution

2.8. Increased accountability for performances against MTDP and national and provincial plans

3. New Provincial Health Authorities:

3.1. Staffing establishment issues resolved

3.2. PHA’s fully engaged with development partners

3.3. Financial systems fully functional including Function Grants, HSIP and other donor funds

3.4. Plans, budgets, monitoring and reporting tools established

4. Provincial Audits:

4.1. Timely quarterly and annual audits completed in selected provinces

4.2. Implemented provincial responses to management letters in selected provinces

5. Manpower and Establishment Reviews:

5.1. Benchmarks established for provincial staffing levels and structure in three provinces

5.2. Appropriate ratios of administrative and technical staff established in different levels of government and facility in three provinces

5.3. Long-term plans reflect resources needed for the expansion of health and education services in three provinces

6. Roll-out of Payroll:

6.1. Improved payroll spending on services delivery in three provinces

6.2. Increased provincial accountability for managing the total resources in three provinces

7. Provincial Development Plans:

7.1. Provincial plans developed and approved in three provinces with a bottom up development process

7.2. Provincial plans focus support on MTDP objectives and MPAs in education, health and transport

8. New provinces start-up:

8.1. Jiwaka and Hela administration awareness of, and resourced for, participation in government planning processes and development programs

5.4. Agency focussed WoG outcomes

The following outcomes are identified for agencies stakeholder engagement in WoG activities:  

1. Departments of Treasury and Finance: 

1.1. Significantly improved engagement with provinces on provincial budget management

1.2. Best Practice model developed and implemented, for provincial engagement and budget management

1.3. Three to five systemic financing problems from the “District Services Case Study” resolved 

2. Department of Treasury:  Budgets Division resolves

2.1. Budgeting and use of the function grants by provinces

2.2. Timely release of funds to provinces

2.3. Quality reporting of MPA outputs

3. Departments of Treasury, Finance and Personnel Management: PHAs in Western Highlands, Miline Bay and Eastern Highlands budgeted and financed with separate recurrent budgets and function grants.
4. Auditor General’s Office: Selected provinces, audits completed in a timely fashion to enable provinces to complete annual reports.

5. Department of Personnel Management: Organisational review and audit in three provinces completed, including confirmation of affordable structure to support service delivery
6. Department of Personnel Management: Roll-out of payroll completed in three provinces (excluding teachers).

7. Department of National Planning and Management: Sustainable capacity to review and update provincial development plans which incorporate Vision 2050, DSP and MTDP targets and objectives.

8. All Central Agencies: Sustainable capacity to support Jikawaka and Hela to establish their administrations, participate in national meetings and development programs, and  secure equitable resources

A diagrammatic relationship between WoG activities and outputs is in Annex 2.
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6. Effective engagement

The DCT review completed by both governments noted that business as usual was not acceptable. EPSP, through the Capacity Diagnostics, Capacity Development Agreements, and mixed modality support, has substantially changed aid delivery, albeit slow it the uptake. However, more can be done to maximise the likelihood of sustainable, long-term changes. 

A better understanding of how power and resources are distributed and contested between and within different levels of government ill have implications for engagement and development outcomes. EPSP needs to get beneath the formal structures and meetings to reveal the underlying interests, incentives that enable or frustrate change. Such insights are important if EPSP is to advance agendas around governance, particularly WoG systemic problems and their impact on service delivery. Technical assistance, even if delivered through Capacity Development Agreements will not necessarily be a sufficient condition for successful support.

Considerations of political economy are not a magic bullet for the resolution of intractable development problems. However, it can support more effective and politically feasible development strategies, as well as inform more realistic expectations of what can be achieved, and the risks involved. It can also contribute to better results by identifying where the main opportunities and barriers for policy reform exist and how we can use our programming and influencing tools to promote positive change
. This understanding is particularly with forthcoming elections and the distribution of wealth and services is fundamentally political.

Co-locating EPSP staff in coordinating organisations such as the Central Agencies Coordianting Committee (CACC) and DPNPM is one practical strategy for improving EPSP development engagement by better identifying how and where EPSP should focus efforts to promote positive change.
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7. WoG Engagement Process and Accountability

7.1. WoG engagement process

EPSP support will be most effective where there is clear GoPNG ownership and leadership. Care must be taken not to conceive EPSP support as a donor project. Hence there is a need for careful selection of the target areas and the scope of the activity. It will be better to think small and what can be achieved. 

It is recommended, as general guidance, the following process for EPSP WoG engagement:

1. The selection of which WoG problem to be addressed needs to be based on issues suggested by government partners, issues arising out of capacity diagnostic work, this review and AusAID analysis, including likelihood of effective engagement and sustainable results. 

2. The EPSP PMO /PMG approach the likely lead agency to encourage the establishment of a task force or intra-agency committee, to consider addressing the identified systemic problem, and to discuss potential EPSP support for an initial meeting of stakeholders, including sub-national representation (with SNP support) and donor representation. 

3. The donor group (including AusAID sectors) meets separately to discuss how the task Force or committee can be supported. It is at this point, where individual program accountabilities and responsibilities can be decided, both within AusAID and at contractor level.

4. The donor ‘offers’ are discussed at a second meeting of the task force (probably a nominated sub-group), and agreement is reached on implementation arrangements, including monitoring and evaluation.

5. EPSP supports the oversight of the workplan implementation and continues to coordinate donor communications to ensure coherence and synchronisation.

The following represents this process diagrammatically: 
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7.2. PMG accountability
The Program Management Group is made up from GoPNG senior central agency representatives and reports to the CACC. Ultimately, the CACC, through the PMG are accountable for EPSP outcomes and results. EPSP is therefore an AusAID funded, GoPNG managed program. Unfortunately, many see EPSP as an AusAID funded and managed program with the managing contractor responsible for outcomes and results. Although the PMO activity encourages PMG participation in various events, more needs to be done to effectively engage the PMG to own and manage EPSP as a GoPNG program. Activities could include:

1. More extensive use of PMG working groups and sub-committees to develop and review proposals and documents, such as the Strategic Framework;

2. Greater participation in the endorsement of documentation and strategic advice to the PMO;

3. Greater promotion and participation of PMG members in EPSP facilitated activities such as seminars and newsletters;

4. Downplaying the leadership role of the PMO, reducing its public footprint and upgrading the role of PMG members, especially the Chairperson and nominated spokesperson. 

As an enabler, EPSP is not a program able to deliver short-term directly observable results such as a fully functioning and sustainable provincial payroll system. Rather, the EPSP Results Framework represents GoPNG aspirations and EPSP, as a GoPNG program, can only support the achievement of these aspirations and not be held directly accountable for their achievement: Agency and WoG engagement in activities designed to improve service delivery may be a better direct measure of EPSP’s  success. 


The diagram provides a basic description of results chain and accountabilities
. It links both the inputs and outcomes that can be attributed to government and their respective jurisdictions.  It shows the extent to which this accountability can be related to top-down and bottom-up mechanisms of governance. The performance chain transforms “inputs” into “outputs” that may prove instrumental in meeting certain “outcomes”. EPSP and other programs aim to provide capacity-building support for the effectiveness, efficiency and processes to improve services to the community. 
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7.3. Contractor and AusAID accountability

Program contractors and AusAID have existing accountability and reporting arrangements may need adapting for monitoring performance and engagement on WoG activities. Specific accountabilities will be hard to prescribe prior to the formulation of Task Force workplans, as program engagement will depend on the support required for the workplans developed. Each Task Force workplan therefore, will have its own AusAID and contractor reporting, monitoring and evaluation to be built into existing arrangements. This is a consequence of a responsive, rather than predetermined and pre-planned activity. 
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8. Coherence with other AusAID programs

8.1. Sub-National Program
The AusAID Sub-National Program has been re-designed with the second phase to start in July 2012. The second phase is entirely consistent with the approach being proposed in this Review and is highly complementary. For example:

SNP program purpose shares the same goal as EPSP: Creating an enabling environment and capable institutions to support service delivery to the children, women and men of Papua New Guinea. 

Component 3 shares EPSP Result Area 5: WoG Approach to decentralized service delivery through
· PLLSMA effectively coordinating national response to challenges of decentralised service delivery 
· Central Agencies providing timely capacity development and policy support to Provinces
Component 3 potentially involves national organisations where EPSP is providing capacity development support. The new phase of SNP was designed prior to this EPSP review commencing, and recognises that the previous SNS phase supported national agencies to engage with provinces. From a national agency perspective some of this support is most probably more appropriate if it is delivered by EPSP.

It is essential that EPSP and SNP do not compete. Instead, they are supporting different elements of the service delivery supply chain. It is therefore important that there be seamless activity between EPSP and SNP in WoG support. Internally, AusAID has the responsibility for the coordination of its sector teams and the contractors.

SNP proposes potential entry points to support provinces to tackle identified constraints are similar those proposed in this Review for EPSP:
· DPM in selected provinces to support the role out of payroll tools and restructuring processes. 

· DNPM to roll out templates for planning and monitoring for provinces, districts and wards.

· DoT/ DoF to address issues related to cash flow, budget and reporting

· SNP will also explore ways to better coordinate capacity development support of national health and education departments at the provincial and district levels. 
8.2. Strongim Pipol Strongim Nesen 

In developing activities and interventions under Result Area 5 the opportunity must be taken to explore ways to strengthen accountability to the community level as well as engaging civil society in service delivery monitoring. To this end, SPSN is already working with provincial community development organisations. SNP and EPSP should engage with SPSN to encourage civil society participation in appropriate activities to re-dress systemic WoG problems, particularly those such as bringing women leaders into planning and implementation, and encouraging community participation in program planning, monitoring and evaluation. 

8.3. Shared SNP deliverables

Both EPSP and SNP wish to address systemic problems across the WoG that impact on service delivery. It is therefore reasonable that the outcomes for both programs in WoG approaches are similar, namely;

· Provinces and central agencies/ sector departments engage together to resolve an agreed set of identified service delivery bottlenecks and constraints. 

· Provinces and districts formulate capacity development plans to guide and coordinate support from central/ sector agencies

· Selected provinces have fully implemented decentralized HR functions through capacity support of DPM

· Selected provinces are using planning and reporting templates that are consistent with DNPM guidance and which offer an integrated framework for linking ward, district and provincial plans
· Identified bottlenecks in financial disbursements and reporting are resolved
These results are articulated in a revised EPSP results framework. National agencies that share deliverables between SNP and EPSP are given in Annex 4.

8.4. AusAID synchronisation and ownership

The SNP has yet to be tendered and implemented. Implementation is not likely to early to mid 2012. The current SNS program will continue until this time. However, SNP continues under a transitional contract and adjustments can be made to its programming with the support of DPLGA. Discussions are held regularly between the two program teams and the contractors. This EPSP Review and its recommendations have been discussed.  The shift in focus for EPSP can commence immediately. It will be vitally important therefore for EPSP to work in harmony with the current SNS and proposed SNP so that SNP can smoothly transition to WoG activities. 

It is important that WoG activities be led by GoPNG, and supported and facilitated by the respective AusAID and contracted SNS, EPSP and eventually SNP teams. Working across levels of government, across AusAID sectoral teams and across managing contractors will be vital in order to succeed in addressing systemic WoG service delivery implementation problems. 

Synchronisation within AusAID can be achieved by:

· An articulated commitment to coherence, coordination, and integration in the Delivery Strategies and Partnerships for Development

· Regular coherence meetings to discuss and address points of intersection

· The AusAID program teams inviting each other  to key SNP and EPSP meetings

· Timely and regular sharing of information

· Program annual plans and activity designs that specify points of intersection, and how these will be addressed

Synchronisation with AusAID contracted programs can be achieved by:

· An exchange of agreed coherence terms of reference that specify

· Goals of coherence meetings

· Specific areas WoG to be addressed

· Expected deliverables, including responsibilities and timeframes

· An agreed workplan

· Agreements between contractors on the frequency and responsibility for coherence meetings

8.5. Results Framework linkages with other AusAID programs

While EPSP re-focussed activity principally concerns engagement with SNS/SNP, other stakeholders include all governance programs (SPSN, Churches Program, SGP, Incentive Fund), the Law and Justice Program, the Transport Sector Support Program, the Health and HIV/AIDs program and the Education program. 

For example the Health Sector Delivery Strategy specifies “Technical and implementation support through EPSP and SNP to strengthen the capacity of central agencies and sub-national governments to plan, budget, spend and account for expenditure on health and HIV services”. The Health Strategy specifies the detailed technical work required – which is essentially the first three result areas of the revised Results Framework.

Draft Partnerships for Development identify EPSP as an enabling program in all the Partnerships.  SGP and other governance programs enable these partnerships. In particular, SGP officials involved in national agencies where EPSP has Capacity Development Agreements have been closely involved in negotiations and the provision of expert information. This participation should continue with EPSP engagement in WoG activities. The clear linkages between the EPSP Results Framework and the partnership schedules are described in Annex 3.

9. Re-focussed Implications

9.1. 2012 Strategic Framework

The EPSP 2012 Strategic Framework (the annual strategic plan) was developed by the PMG in Alotau in July 2011. If the PMG adopt the recommendations in this Review, the 2012 Framework will require revision to take into account these recommendations.
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9.2. EPSP PMO

Shifting a focus from central agency governance to systemic problem resolution will require different EPSP governance modalities, as EPSP currently adopts an agency focussed in a diagnostic-capacity development agreement modality. In addition to this, EPSP must now provide for a stakeholder facilitation modality: the EPSP design provides a mandate for this and the recent cited reviews require it. In practice, this will mean EPSP should facilitate and support working groups of identified stakeholders in systemic problems. In most cases stakeholders will come from different levels of government, and from other AusAID supported programs, most notably SNP, and SPSN.

The following changes are proposed to EPSP PMO governance to accommodate a shift in focus:

· EPSP immediately design and test a problem focussed diagnostic process that addresses systemic service delivery implementation problems with a WoG approach. EPSP strategically identify several WoG service delivery capacity building deliverables and structure the program office to support these deliverables

· EPSP develop, in consultation with SNS, a process for engaging WoG stakeholders and immediately utilise this process to commence activities.

· EPSP incorporate WoG service delivery issues and service delivery research within their knowledge management and website programs

· The EPSP program office workplan for the remainder of 2011, incorporates relevant recommendations and suggested program activity in this report.
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ANNEXES

Annex 1: Summary of Recommendations 
Recommendation 1:

EPSP is an appropriate enabling AusAID funded program to facilitate through a lead agency,  WoG systemic problems and constraints that impact on service delivery to the community. EPSP should work closely with other AusAID programs such as SNP, SPSN and Churches partnerships
Recommendations 2:

EPSP adopts the revised program logic, program goal, and Results Framework as the appropriate structure to reflect a shift in focus to service delivery

Over the next five years, EPSP focuses on facilitating and assisting lead agencies to identify and address key WoG systems constraints to service delivery.
Recommendation 3:

In the short and immediate term, EPSP facilitate and assist lead agencies to redress strategically selected WoG systemic problems, based on the likelihood of effective stakeholder engagement and successful problem resolution

Recommendations 4:

Delivering results on the proposed WoG outcomes be a key focus of EPSP support and activity over the next five years
EPSP should continue its core work of developing and implementing Capacity Development Agreements for national agencies.

Recommendation 5:

Co-locating EPSP staff in GoPNG coordinating agencies will improve program effectiveness and the likelihood of sustainable change.
Recommendation 6:
Strategies should be developed and implemented to engage the PMG more actively in the ownership and the performance of EPSP. 
Recommendation 7:

Contractor and AusAID performance accountability should be determined through support modality allocations in Task Force workplans.

Recommendation 8:

The PMG revise the 2012 Strategic Framework to include WoG systemic problem resolution as an additional focus, with clear linkages to the new program goal

Recommendations 9:

The EPSP PMO progressively develops an operational model for identifying lead agencies and facilitating engagement in WoG activities designed to resolve systemic problems affecting service delivery.

The EPSP Program Office should re-structure to support the additional focus on WoG activity

Annex 2: Relationship between WoG activities and outputs

The relationship between WoG activities, outputs, outcomes and impacts can be represented by the following
:
Annex 3: EPSP Results Framework Linkages with P4Ds

	EPSP Results Framework
	Health & HIV/AIDs Partnership
	Education Partnership
	Law & Justice Partnership
	Transport Partnership

	Result 1: A more skilled and effective public sector workforce
	Ref. P7 “Achieving results in the health and HIV/AIDS sectors is dependent on ….DPM human resource management rules and procedures”;

Ref P13 “improve public sector efficiency and sustainability through training public servants”
	Ref P10 “improve public sector efficiency and sustainability through training public servants”
Ref P10 “(national agencies)….provide the funds, define human resource management rules and procedures”
	Ref P7 “improve public sector efficiency and sustainability through training public servants”
Ref P7 ”(national agencies)….provide the funds, define human resource management rules and procedures”
	Ref P11 “improve public sector efficiency and sustainability through training public servants”
Ref P10 “(national agencies)….provide the funds, define human resource management rules and procedures”

	Result 2: Improved use and management of public financial resources 
	Ref. p12: The need to utilise financial resources effectively;

Ref P13 “improve public sector efficiency and sustainability through reform of public financial management systems”
	Ref P10 “improve public sector efficiency and sustainability through reform of public financial management systems”;

Ref P8 “(national agencies) “ provide the funds, …operate financial management systems, … through the budget and planning systems”;

Ref P10”The immediate development results articulated under this schedule will require a stable macro-economic environment, capable officials, and an appropriate allocation of funds to service delivery priorities”
	Ref P7 “improve public sector efficiency and sustainability through reform of public financial management systems”;

Ref P7”The immediate development results articulated under this schedule will require a stable macro-economic environment, capable officials, and an appropriate allocation of funds to service delivery priorities”
	Ref P10 “the Partnership will aim to strengthen Government of Papua New Guinea’s systems and process for planning, project management and financial management..”;

Ref P10 “(national agencies) “ provide the funds, …operate financial management systems, … through the budget and planning systems”;

	Result 3: Policy and regulatory settings are supportive of sustainable broad-based growth
	Ref. P7 “Achieving results in the health and HIV/AIDS sectors is dependent on ….coordination (sic) of policy making”
	Ref P8 “(national agencies) “ .. coordinate policy making and allocate and deliver money through the budget and planning systems”
	Ref P7 “(national agencies) “ .. coordinate policy making and allocate and deliver money through the budget and planning systems”
	Ref P10 “(national agencies) “ .. coordinate policy making and allocate and deliver money through the budget and planning systems”

	Result 4:Effective and efficient WoG service delivery systems
	Ref. P8 “Provide technical assistance to strengthen provincial and district capacity to effectively plan, budget, spend, monitor and report on total health funding”;

“Support trialling of innovative approaches such as direct to facility financing and financing to provincial health authorities”;

Ref P13 “encourage funding allocations through national and provincial budgets to better target service delivery priorities”;

Ref P8” Australian assistance will support this through … central agencies (that are) adequately resourced, efficient, effective and accountable.... the Economic and Public Sector Program (EPSP)”
	Ref P8” Australian assistance will support this through … central agencies (that are) adequately resourced, efficient, effective and accountable.... the Economic and Public Sector Program (EPSP)”
	Ref P7” The EPSP and SGP principally support central agencies as key institutions in PNG”;
	Ref P10” The EPSP and SGP principally support central agencies as key institutions in PNG”;
Ref P12”The Economic and Public Sector Program (EPSP) will strengthen central and core agencies in their role as key enabling government institutions to enable service delivery”;

Ref P5” With consistent and increasing funding, capacity is expected to increase as…implementation process are eased and public sector capacities to plan and manage the works program…improve”


Annex 4: Summary of proposed SNP support for key GoPNG Institutions
	
	Component 1

Service Delivery Capacity 
	Component 2

Performance Monitoring
	Component 3

Joined Up Approaches

	DPLGA
	Capacity to support Province/District Capacity Development through PPII and related mechanisms
	Capacity to identify and lead policy development processes
Capacity to monitor new PPII performance
	Capacity to coordinate CD support to provinces by central agencies

	PLLSMA and PCMC
	
	Capacity to meet statutory responsibilities for sub-national performance reporting
	Capacity to coordinate a joined up response to decentralized service delivery

	Other Central Agencies (DPM, DoT, DNPM)
	 
	
	Facilitated to provide CD and policy support to provinces/ districts

	Provincial and District Administrations

(including LLGs as appropriate) 
	Corporate and Service Delivery capacity strengthened through new PPII support.

(Capacity development assistance of central agencies to address service delivery bottlenecks)
	Capacity to manage performance information and engagement with political leadership to improve service delivery
	Capacity to demand support from central agencies and to encourage/ advocate for joined up approaches

	 NRI
	
	Applied research and knowledge management related to sub-national service delivery
	

	NEFC
	
	Policy analysis related to sub-national service delivery performance monitoring
	

	ORD
	
	Greater visibility of DSIP within provincial and district plans, budgets and reporting framework
	Participation as strategic partner within PLLSMA 
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Annex 6: Terms of Reference

Introduction and Rationale

The Economic and Public Sector Program (EPSP) commenced in June 2010 after a robust design and tender process. 

The program facilitates 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 is designed to build stronger relationships and foster joint problem identification, development of support packages and teamwork. 
EPSP was designed to support priority outcomes of the PNG-Australia Partnership for Development, particularly priority outcome 4: An Efficient and Effective Public Service.  It also contributes to achieving priority outcome 5: Development Policy and Program Formulation Based upon Sound Statistics and Performance Reporting. An Annual Strategic Framework developed by the Program Management Group, comprising senior level representatives from PM&NEC, DPM, DNPM, DoT, DoF, DPLGA, Office for the Development of Women, AusAID, and the Managing Contractor, guides funding flows. The Framework is updated annually and is the primary program management mechanism. 
Since the commencement of the program three key events have occurred:

· The Development Cooperation Treaty has been reviewed (DCT review)

· As a consequence of the DCT review, the AusAID program focus for PNG has changed

· As a consequence of the change of focus, the Partnerships for Development (P4Ds) have been re-drafted for Ministerial consideration in June 2011
One of the key recommendations from the DCT review was to narrow the sectoral focus of Australia’s assistance, reduce the use of advisers, and adopt a greater emphasis on service delivery on the ground.

The new approach to implementing the aid program in PNG is based on a short, medium and long-term view of the change that is possible for our aid program to support. Over the short-term Australia will be able to demonstrate, for our investment, more achievements in the delivery of basic services to the people of PNG. Over the medium term Australia will continue to support some key public sector reforms that will lead to tangible improvements in service delivery and responsible economic management by the PNG Government. Over the longer term Australia will continue to support the strengthening of civil society and the institutional underpinning of democracy in recognition that only PNG can bring about its own transformation through its democratic processes. 

In this context Australian aid will be redirected to help deliver better health (including HIV and AIDS) and education outcomes. It is in these two sectors that Australia will direct increased funding as part of any future scaling up of assistance.  Funding to the transport infrastructure and law and justice sectors will be maintained, recognising the important role both these sectors play in access to services. Within these four priority areas Australia will focus on fewer objectives where tangible results can be demonstrated.  

In recognition of the shift in focus, four new Partnerships for Development have been drafted in health, education, law and justice, and transport, together with supporting annexes relating to the enabling governance programs (EPSP, SNS, SGP, SPSN, IF, Churches program). These documents will replace the existing eight schedules, including the Public Sector Governance partnership and associated schedules, which underpin EPSP.

This change in focus of Australia’s aid means that EPSP must also strategically shift focus to service delivery for health and education at the provincial level, while acknowledging the important role of national agency enabling.  As this is a significant shift in focus for EPSP, a review of the strategic direction for the program and associated implementation arrangements is required.

Outputs of the Strategic Review
This review will provide the PMG with a clear focus from which to develop the 2012 Strategic Framework, and strategic recommendations on how EPSP can be integrated into supporting more directly service delivery at the sub-national level while acknowledging the need for improved governance at the national level. 

The strategic review is expected to provide the following outputs:

1. In light of the DCT Review and the change of program focus, recommend how EPSP should engage more directly with the health and education sectors, particularly at sub-national level;

2. Identify how EPSP can better identify and improve inter agency and national/sub-national system problems that inhibit service provision to the community; 

3. Recommend specific attainable and measurable outputs in the short, medium and long-term that reflects the shift in AusAID program focus. The outputs will;

· Support service delivery at the sub-national level

· Address interagency system weaknesses

· Address national/sub-national system weaknesses that inhibit service delivery

· Identify and address national agency weaknesses that disable service delivery

· Contribute to the Strategic Framework preparation for 2012
In considering the above, the review team will take into consideration theory of change, recent developments in future scenario forecasting, other relevant contracted governance programs, and Post capacity to engage with EPSP at the sector level.

The review team will also consult with the Sub National Program, the EPSP Program Office, and SNS to enable greater coherence and coordination in proposed activities. However, as the strategic review is primarily driven by changes in the AusAID programs arising from the DCT review, team members are not expected to consult widely. Team members will review relevant documentation and conduct limited consultations with EPSP Program Office staff, AusAID sector teams and sector advisers. 

The review is not intended to recommend major changes to EPSP that would require re-tendering. Rather, the review will provide for a shift in focus for EPSP, while retaining the original intent and goals of the program.
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Recommendation 1:


EPSP is an appropriate enabling AusAID funded program to facilitate through a lead agency, WoG systemic problems and constraints that impact on service delivery to the community. EPSP should work closely with other AusAID programs such as SNP, SPSN and Churches partnerships








Impacts


Long-term goal consequences: positive, negative; direct, indirect; intended, unintended
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How the program carries out its work








Results


Longer-term benefits and changes resulting from the outputs








Outcomes


Medium term first level effects of outputs





Outputs


Goods and services produced by the program








Goal: More equitable, effective and accessible services for the men, women and children of PNG





Intermediate 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
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Improved use and management of public financial resources





3


Government is more informed, transparent and accountable
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A more skilled and effective public sector workforce





2.1


Budget preparation is improved





3.1


Information flows in government are more timely & efficient & policy is increasingly evidence-based








1.1


Leadership and management of the public service is improved





2.2 


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





3.2


External scrutiny and audit systems are more effective








1.2


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





2.3


Public financial management controls are stronger





3.3


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








1.3


Stronger, equitable human resource policies are implemented





  Shared WoG outcomes with other programs
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Effective and efficient Whole-of-Government service delivery systems








5.1


WoG public financial management systems improved








5.2


National, provincial and district plans align with Vision 2050, DSP and MTDP








5.3


National, provincial & district organisation structures fully staffed to support service delivery








Results 10 yrs





Outcomes – 5 years
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Policy and regulatory settings are supportive of sustainable broad-based growth








4.1


Sound & sustainable macroeconomic policies are implemented








4.2


Private sector regulatory environment is more efficient and transparent








4.3


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








Recommendation 2:


EPSP adopts the revised program logic, program goal, and Results Framework as the appropriate structure to reflect a shift in focus to service delivery


Over the next five years, EPSP focuses on facilitating and assisting lead agencies to identify and address key WoG systems constraints to service delivery.





Recommendation 3:


In the short and immediate term, EPSP facilitate and assist lead agencies to redress strategically selected WoG systemic problems, based on the likelihood of effective stakeholder engagement and successful problem resolution








OUTPUTS


1. Structures and human resources


Structures developed to support plans with full staffing, trained, recruited, managed and paid correctly


2. Budgeting


Budgets prepared and approved in a timely fashion, aligned with plans, and expended and acquitted appropriately


3. Planning


Agencies plan within their functions and mandate and results delivered against Vision 2050, DSP and MTDP





OUTCOMES


1.1 Leadership and management of the public service is improved


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


1.3 Stronger, equitable human resource policies are implemented


2.1 Budget preparation is improved


2.2 Budget allocations and execution increasingly support service delivery for men, women and children


2.3 Public financial management controls are stronger


3.1 Sound and sustainable macroeconomic policies are implemented


3.2 Private sector regulatory environment is more efficient and transparent


3.3 Public economic institutions operate more effectively, transparently and equitably





RESULTS


A more skilled and effective public sector workforce


Improved use and management of public financial resources


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





INPUTS


Capacity diagnostics


Capacity development agreements


EPSP modalities (targeted training, twinning, research, grants, consultancies)


EPSP specialists (capacity development, gender, M&E)


Funding


Donors





IMPACTS


An effective and efficient public service that focuses on service delivery for the men, women and children of PNG and creates an enabling environment for broad based economic growth











Equitable, effective and accessible services for the men, women and children of PNG





Recommendation 4:


Delivering results on the proposed WoG outcomes be a key focus of EPSP support and activity over the next five years





EPSP should continue its core work of developing and implementing Capacity Development Agreements for national agencies.








Recommendation 5:


Co-locating EPSP staff in GoPNG coordinating agencies will improve program effectiveness and the likelihood of sustainable change.





Task Force meets with participation from stakeholders:�Sub-national GoPNG representation�Donor group representation (SNP and EPSP PMO representation, others if required)�AusAID sector representation





EPSP supports an initial Task Force on the WoG problem











Task Force develops a workplan to address the problem











Donor group meets separately, discusses, and agrees how to support the workplan











Task Force meets with Donor group to agree to outcomes 


and the modalities of support to be provided 











EPSP supports oversight of workplan implementation











Rationale established for engagement on  


WoG systemic problem 











Decentralization Framework
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Citizens





Voice & Democratic Participation





Recommendation 6:


Strategies should be developed and implemented to engage the PMG more actively in the ownership and the performance of EPSP. 





Recommendation 7:


Contractor and AusAID performance accountability should be determined through support modality allocations in Task Force workplans. 





Recommendation 8:


The PMG revise the 2012 Strategic Framework to include WoG systemic problem resolution as an additional focus, with clear linkages to the new program goal








Recommendation 9:


The EPSP PMO progressively develops an operational model for identifying lead agencies and facilitating engagement in WoG activities designed to resolve systemic problems affecting service delivery.


The EPSP Program Office should re-structure to support the additional focus on WoG activity.








IMMEDIATE OUTCOMES


1.1 Significant improvement by DoT and DoF engagement with provinces on provincial budget management


1.2 Best practice model developed for provincial engagement and budget management


1.3 Three to five systemic finance problems from District Services Case Study resolved within two years





2.1 Treasury resolves budgeting of the function grants


2.2 Timely release of funds to provinces


2.3 Quality reporting of MPA outputs


2.4 Improved reporting on Health and Education MPA activities and outputs in selected provinces within two years





3. PHAs in WHP, MBP and EHP improved budgeted and financed systems with separate recurrent budgets and function grants in two years





4. Audits completions increased by AGO to enable provinces to complete annual reports within two years





5. Improved organization and audit in three provinces including conformation of affordable structure and staff to support service delivery DPM within one year





6.1 Improved payroll spending on service delivery in three provinces 


6.2 Increased provincial accountability managing total resources in three provinces within one year





7. Sustainable capacity to review and update provincial development plans incorporating Vision 20650, DSP and MTDP targets and objectives within two years by DNPM





8. All central agencies provide sustainable capacity to support Jiwaka and Hela administrations participate effectively in national meetings and development  programs with equitable resources in two years 





OUTPUTS


1.1 Treasury allocates funding against provincial priorities in two provinces


1.2 Funds released within x days of warrants


1.3 Quarterly reviews between DoT and provinces fully attended and problems acted upon by all sides





2.1 Fully budgeted function grants in Central, Sandaun and ENB provinces


2.2 Function grants released within x days of due warrants in selected provinces


2.3 MPA outputs reported on with accuracy in selected provinces


2.4 Health and Education function and other grants identified and provided at district and facility level





3.1 Staffing establishment issues resolved


3.2 PHAs fully engaged with development partners


3.3 Financial systems, including function grants, HSIP and other donor funds fully functional


3.4 Plans, budgets, monitoring and reporting tools established





4.1 Timely quarterly and annual audits completed by AGO in three provinces


4.2 Provincial responses to management letters in selected provinces implemented





5.1 Staffing benchmarks established in three provinces


5.2 Appropriate ratios of administrative and technical staff established in three provinces


5.3 Long term plans reflect resources needed for expansion in three provinces





6. Roll out of payroll by DPM completed in three provinces (excluding teachers)





7. Provincial plans developed and approved in three provinces focusing on MTDP and MPAs in education, health and transport





8. Jiwaka and Hela administrations understand roles and responsibilities to engage in government planning and development processes





ACTIVITIES


Facilitated and supported DoT and DoF Task Force on provincial engagement and budget management





Facilitated and supported DoT Task Force on function grants and minimum priority activities 





Facilitated and supported DoT, DoF and DPM Task Force on New Provincial Health Authorities 





Facilitated and supported AGO Task Force on provincial audits





Facilitated and supported DPM Task Force on work force and establishment reviews





Facilitated and supported DPM Task Force on roll out of payroll 





Facilitated and supported DNPM Task Force on Provincial development plans





Facilitated all agencies Task Force on new provinces start-up 








OUTCOMES


4.1 WoG public financial management systems improved





4.2 Provincial and district plans align with Vision 2050, DSP and MTDP





4.3 Provincial and district organization structures fully staffed to support service delivery





RESULTS


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





IMPACTS


An effective and efficient public service that focuses on service delivery for the men, women and children of PNG and creates an enabling environment for broad based economic growth





Equitable, effective and accessible services for the men, women and children of PNG








� Dr Richard Guy, EPSP PMO M&E Specialist, is acknowledge for providing this representation


� See “Case Study of District and Facility Funding” Report to the Provincial and Local-level Service Monitoring Authority, 2009


� Thanks to Dr Richard Guy, M&E Specialist, EPS PMO


� Information provided by DPM


� Information provided by DPM


� Political Economy Analysis. DFID, July 2009


� Modified from Victor A. Dumas Kai Kaiser, Sub-National Performance Monitoring Issues and Options for Higher Levels of Government, World Bank, 2010


� Thanks to Dr Richard Guy, M&E Specialist, EPSP PMO. Refer to Results Framework P4 for number referencing 
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