Public Disclosure Authorized

Public Disclosure Authorized

Country Partnership Framework

Document of
The World Bank Group

FOR OFFICIAL USE ONLY
Report No. CPF0000017
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION
INTERNATIONAL FINANCE CORPORATION
AND MULTILATERAL INVESTMENT GUARANTEE AGENCY
COUNTRY PARTNERSHIP FRAMEWORK
FOR
THE INDEPENDENT STATE OF PAPUA NEW GUINEA

FOR THE PERIOD FY2026 — FY2031
[P500795]

January 16, 2026

IBRD/IDA, Papua New Guinea, Solomon Islands, and Vanuatu Country Management Unit
East Asia and Pacific Region

The International Finance Corporation, East Asia and Pacific Region

The Multilateral Investment Guarantee Agency

This document has a restricted distribution and may be used by recipients only in the performance of their official
duties. Its contents may not otherwise be disclosed without World Bank Group authorization.




The date of the last Country Partnership Framework was May 2019 (Report No. 128471-PG) followed by a Performance and
Learning Review in June 2023 (Report No. 179631-PG).

CURRENCY EQUIVALENTS
Exchange rate as of November 30, 2025
Currency unit = Papua New Guinea Kina (PGK)
USS$1.00 = PGK 4.24

FISCAL YEAR
January 1 — December 31

ABBREVIATIONS AND ACRONYMS

ADB Asian Development Bank IMF International Monetary Fund
AlIB Asian Infrastructure Investment Bank MIGA Multilateral Investment Guarantee Agency
ABPE Annual Business Planning Exercise MSME micro, small, and medium-sized enterprise
CPF Country Partnership Framework OPEC Organization of the Petroleum Exporting Countries
DPO Development Policy Operation PNG Papua New Guinea
FCV fragility, conflict, and violence PPP public-private partnership
IBRD International Bank for Reconstruction and Development |PRA Prevention and Resilience Allocation
IDA International Development Association UN United Nations
IFC International Finance Corporation WBG World Bank Group

World Bank IFC MIGA
Vice Presidents: Carlos Felipe Jaramillo Sarvesh Suri Ed Mountfield
Directors: Han Fraeters Keiko Miwa Sebnem Erol Madan
Task Team Leaders: Reshika Singh Alexei Volkov Eugeniu Croitor

11



COUNTRY PARTNERSHIP FRAMEWORK
FOR THE INDEPENDENT STATE OF PAPUA NEW GUINEA FY26-31
FROM FRAGILITY TO RESILIENCE: TURNING THE CYCLE AROUND

The World Bank Group (WBG) Country Partnership Framework (CPF) sets out a new strategy to support
Papua New Guinea’s (PNG) efforts to develop a resilient, diversified economy through private sector-led job
creation and growth. Anchored in a One WBG approach, the CPF spans two International Development
Association (IDA) cycles. It aligns with PNG’s Medium-Term Development Plan 2023-27 (MTDP IV) and
supports its bold ambition of creating 1 million jobs by 2027. It also reflects PNG’s long-term vision as laid
out in the Vision 2050, complemented by the PNG Reset@50 Roadmap, which articulates a reform agenda
for stronger governance, accelerated human development, and inclusive growth. It covers the periods right
before and after the 2027 national elections—a critical juncture given PNG’s history of electoral volatility
and associated violence. This underscores the need for flexible, conflict-sensitive programming, and
sustained engagement to safeguard progress during and after elections.

PNG is a resource-rich yet highly fragile and conflict-affected lower-middle income country. Heavy reliance
on extractives has generated macro-economic vulnerabilities, while its benefits have not translated into
meaningful investments in people. Over four decades of resource-driven growth, per capita income grew by
only 0.9 percent. Officially, the population stands at 10.2 million. An estimated three-quarters of the
population is multidimensionally poor, although reliable data are scarce. The Human Capital Index stands at
just 0.42, due to poor learning and health outcomes, high stunting rates, and severe barriers for women,
including domestic obligations, social norms, and legal and institutional constraints. Eighty percent of the
population, the most linguistically diverse on earth, lives in rural, remote areas, with almost no access to basic
infrastructure. Agriculture is the backbone of livelihoods but is stifled by low productivity and poor market
access. Governance and institutional frameworks are weak, as patronage politics and tribal loyalties often
drive public financial management arrangements and affect service delivery. Large segments of the
population experience a sense of exclusion, fueling cycles of violence. All of this makes the country’s context
challenging for private sector investment outside the extractives sector.

Yet considering PNG’s inherent wealth, there is a path to turn the cycle around. This requires investing in its
growing young population; enabling its tight-knit resilient communities to be better connected; making the
resource sector work for the country as a whole; and unlocking the abundant potential of its non-resource
sectors. Taken together, these reforms and investments can lay the foundation for a prosperous future—one
that delivers jobs and inclusive, sustainable development for all Papua New Guineans. Hence, under an
overall jobs agenda, this CPF focuses on four intertwined outcome areas: (i) improved human capital
outcomes; (ii) more connected communities; (iii) improved economic governance; and (iv) increased private
sector-led diversification. PNG is a WBG Gender Strategy fast-track country, with priorities on enhancing
women’s access to jobs; strengthening GBV prevention and response; equalizing opportunities for women
and girls in human capital; and strengthening women’s voice and leadership. Gender is integrated as a cross-
cutting priority through the Country Gender Action Plan.

The recent adoption of the country’s ambitious National Prevention Strategy (NPS), Building Peace and
Boosting Resilience, underscores this turn-around opportunity. The CPF aligns its outcomes with that
strategy and embeds a conflict-prevention lens across all WBG activities. It also aligns with the core tenets
of the refreshed WBG Fragility, Conflict, and Violence (FCV) Strategy, which calls for better anticipation of
elevated risks, a differentiated approach, and jobs for conflict prevention. This pivot is anchored in the
principle of “growing the pie” and sharing it fairly to address the main conflict drivers—particularly youth
frustration felt in conflict-affected communities over unequal benefits. These efforts underscore PNG’s strong
case for accessing IDA’s Prevention and Resilience Allocation (PRA) to scale up interventions in these areas.

In both design and implementation, this CPF draws on lessons learned from previous CPFs. Key lessons
include the following: (i) given PNG’s deep implementation challenges—rooted in weak capacity, complex
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geography, coordination gaps, and land-related constraints—prioritize fewer, high-impact projects that build
on delivery modalities and institutions that have already proven to deliver results; (ii) expand community-
based approaches, including in conflict-affected areas, to build community ownership and foster provincial
and local partnerships, while improving the monitoring of conflict risks; and (ii1) adapt to political cycles,
which can slow reform momentum, by building in flexibility and pacing reforms for maximum impact.

A Program to Build Resilience Through Job Creation

The CPF lays the foundation for private sector-led job creation and long-term resilience by using a One WBG
approach, aligned with IDA21 policy commitments and the WBG Scorecard. It is aligned with PNG’s
development goal to create 1 million jobs and the WBG’s mission to end extreme poverty and boost shared
prosperity on a livable planet. It focuses on areas where the WBG can deliver the greatest impact by
leveraging global knowledge validated through context-specific analysis, strong partnerships, and technical
expertise. Two PNG-specific selectivity filters sharpen this focus. The CPF applies a prevention lens to guide
program design and mitigate risks, and prioritizes sectors with the strongest potential for job creation and
inclusive growth through integrated One WBG solutions. The figure below presents the CPF’s results
framework and underlying theory of change.

Results Framework: Intervention Logic and Business Planning
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Outcome 1. Improved Human Capital Outcomes

PNG’s low investment in human capital severely constrains growth and limits opportunities for higher
earnings. Despite rising primary school enrollment, 72 percent of 10-year-olds cannot read age-appropriate
text. Low literacy and limited secondary enrollment hinder the school-to-work transition. Rural girls are
especially vulnerable due to safety concerns, financial constraints, and poor infrastructure. Health challenges
are equally severe: Nearly half of children under five are stunted, the fourth highest rate globally. With a
rapidly growing young population, investing in education and health is critical for PNG’s long-term stability
and prosperity.

The CPF will support improved access to quality education, health, and nutrition, prioritizing women,
children, and conflict-affected regions. The Learning Enhancement and Access Project—a Multi-Phase
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Programmatic Approach (MPA) cofinanced by IDA, the Organization of the Petroleum Exporting Countries
(OPEC) Fund, and Australian Department of Foreign Affairs and Trade (DFAT) will upgrade classrooms,
train teachers, provide quality learning materials, and expand digital access to create inclusive, safe, and
modern learning environments for underserved children. The Child Nutrition and Social Protection Project
will support nutrition sensitive child grant and community-based approaches to tackle stunting, while the
Improving Access to and Value from Health Services (IMPACT) Project strengthens the capacity of frontline
health facilities and clinics to deliver services. International Finance Corporation (IFC) will explore upstream
opportunities to support private sector players in healthcare, with a focus on quality and digital delivery in
underserved communities. These interventions promote equal opportunities through better education for
women and girls and healthier development for children and mothers. They will be complemented by conflict
sensitivity training for frontline officials, teachers, and community workers as well as skills development to
empower women.

As a result of these coordinated interventions, better education opportunities will reach 338,000 students
(with a focus on girls), and 1.6 million people will receive quality health, nutrition, and population services.

Outcome 2. More Connected Communities

Connecting communities to basic infrastructure is essential for improving quality of life, strengthening
resilience, and unlocking economic opportunities and jobs. Vast geography, rugged terrain, dispersed
populations, and chronic underinvestment have left most communities disconnected from roads, electricity,
water, and digital services. One-third of people live over 2 kilometers from an all-season road; only 20 percent
are connected to on-grid electricity; only 43 percent have access to clean water; and basic sanitation reaches
just 19 percent. Limited access to affordable, serviced housing further entrenches this disconnection, as low-
income households are pushed into informal or remote settlements that are costly to serve and poorly linked
to infrastructure networks. Where connectivity exists, income-generating activities thrive, attracting private
investment, enabling entrepreneurship, and creating jobs. Connectivity to infrastructure facilitates access to
education and health services and reinforces state presence, reducing grievances. Conversely, poor
connectivity has fueled frustration, particularly in resource-rich provinces, and remains a key driver of
conflict.

The CPF will help strengthen community resilience by mobilizing public and private financing to expand
resilient infrastructure, including in violence-affected areas. To improve energy access, the IDA-funded
National Energy Access Transformation project will serve as the cornerstone for PNG’s national
electrification agenda, creating a platform to mobilize significant public and private investment. In a difficult
context for public private partnerships (PPPs), IFC and IDA are exploring options to pilot solar mini-grids
using a concession model to deliver reliable, sustainable power to underserved and off-grid communities,
with IFC providing transaction advisory services to attract private sector participation, and IDA exploring
viability gap funding. To enable safer and reliable access to transport and connections to markets, the IDA-
funded Resilient Transport Project and a new agriculture project will rehabilitate and strengthen the climate
resilience of critical roads. A scaled-up community driven development (CDD) approach under the Rural
Service Delivery Project Phase 2 (RSDP-2) will build on a successful delivery mechanism to connect more
communities to solar power, water and transport, and provide access to schools and health facilities. IFC
supports the government to develop a market for affordable, climate-resilient housing through a pilot PPP
model, combining public and private sector resources to deliver large-scale housing solutions and close the
growing housing gap. To complement these efforts, the Multilateral Investment Guarantee Agency (MIGA)
will aim to mobilize the WBG Guarantee Platform to leverage guarantees and mobilize private capital for
these infrastructure sectors.

These WBG interventions will deliver transformative improvements in connectivity and inclusion, providing
electricity access for an additional 1 million people and enabling 1.25 million more to benefit from improved
transport infrastructure and services.



Outcome 3. Improved Economic Governance

To cement its development gains, PNG needs stronger economic governance. Despite abundant resource
wealth, the country fails to reap its full benefits. Overreliance on resource revenues, coupled with lack of
transparency and perceived corruption, drives revenue leakage and fiscal volatility, which undermines fiscal
discipline and keeps institutions weak. These governance failures erode public trust, deter private investment,
and stifle job creation. They also deepen exclusion and grievances, heightening the risk of instability and
conflict. Reducing violence and unlocking growth will require credible reforms to restore stability, strengthen
institutions, close revenue leakages, and create a predictable, business-friendly environment—commitments
the government has already made, most recently through the PNG Reset@50 Roadmap. Effective
implementation of these reforms is crucial to turning the cycle around. It will maximize the benefits from the
extractive sector while driving diversification beyond it. This, in turn, will accelerate job creation and deliver
inclusive growth, reducing conflict risks.

Hence, the CPF emphasizes macroeconomic stability and stronger governance. Early in the CPF, a
Development Policy Operation (DPO) with parallel financing from the Asian Infrastructure Investment Bank
(AIIB) introduces a dividend policy to boost government revenues from the resource sector. The WBG’s
Sustainable Development Finance Policy will continue to reinforce debt transparency, strengthen debt
management, and safeguard fiscal sustainability. If the 2027 elections proceed smoothly, a new window of
opportunity will open. If ambitious reforms to improve governance and transparency in resource revenue
management and public spending are on the table, they will be supported through a new DPO, in close
coordination with the International Monetary Fund (IMF) and Asian Development Bank (ADB). At that
stage, a governance project can be considered to complement these reforms, strengthen service delivery at
the subnational level, and expand access to digitally enabled services. Analytical work, such as the Public
Finance Review, Poverty and Equity Assessment, and regular economic updates will aim to sustain political
commitment during a delicate election period. These knowledge products will also be used to raise awareness
and understanding with civil society and the public regarding the country’s entrenched development
challenges and abundant opportunities.

Efforts to strengthen resource revenue mobilization and governance will support an increase in the resource
revenue-to-GDP ratio. This will lay the foundation for sustainable financing of essential services.

Outcome 4. Increased Private Sector-Led Diversification

If PNG wants to achieve its stated target of creating 1 million jobs, it needs to develop a thriving private
sector. However, limited backward linkages between the extractive sector and the broader economy, a weak
business environment, and public security concerns have long hindered private sector development. Turning
this dynamic around requires boosting productivity, improving access to markets and finance, and
strengthening farmer—agribusiness linkages, supported by reforms in land administration. Only then can the
country unlock the drivers of private sector transformation: (i) creating more micro, small, and medium-sized
enterprises (MSMESs); (ii) attracting domestic and foreign investment in the non-resource sector; and (iii)
harnessing PNG’s vast agricultural potential by moving beyond subsistence farming toward commercial,
diversified production that raises incomes and creates jobs across value chains.

Agriculture will be a central focus of the CPF, with PNG as a first mover under the WBG AgriConnect
initiative. A scaled-up IDA-financed agriculture project, initially with parallel or co-financing by the
International Fund for Agriculture Development (IFAD) and AIIB, will boost farmer productivity through
productive alliances and better market access, while IFC will strengthen financial intermediation for
entrepreneurs and seek to invest in large-scale aggregators. MIGA will consider guarantees to de-risk private
investments. Together, these efforts aim to drive transformation from subsistence to commercial farming and
create jobs across value chains. The financial sector will be another priority. IFC is building financial sector
capacity to improve MSME access to finance. It also supports the development of a government bond market
to lay the foundation for deeper domestic capital markets and private investment. IDA and the International
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Bank for Reconstruction and Development (IBRD) will help strengthen correspondent banking relationships
through a regional project. To improve the business environment and trade, the CPF will streamline business
services and enhance cross-border trade through the DPO and a regional IDA trade facilitation project,
promoting reforms and digital solutions. IFC will continue to identify and support viable investment
opportunities across various sectors, and strengthen the Special Economic Zones’ (SEZ) authority to support
proper implementation and application of the SEZ policy. Finally, the CPF will scale up job readiness and
internship programs for youth and women.

These WBG interventions will mobilize at least US$200 million in private capital and contribute to increasing
the share of non-resource GDP.

Delivering Results: A One WBG Approach to Scale Impact

The CPF includes an estimated IDA financing envelope of US$1.2 billion over its six-year period. The
envelope anticipates up to a 50 percent top-up for FY26 through the PRA, with subsequent access to
additional funds determined based on annual progress reviews. The additional resources, along with a
recalibrated portfolio, will support the government’s conflict prevention agenda. PNG will cancel funds from
non-performing projects and may also access IBRD financing and other IDA windows. IFC will complement
IDA and IBRD financing by combining upstream advisory, transaction support, and selective investments to
help crowd in private capital, strengthen market institutions, and expand private provision of services,
including through the use of IDA’s Private Sector Window where appropriate. MIGA will explore risk
mitigation solutions through the WBG Guarantee Platform to mobilize private capital in relevant sectors.

Stronger coordination with development partners will be a priority under the CPF. Achieving PNG’s
ambitious development goals will require stronger alignment between reforms and investments. Australia
and New Zealand will remain key partners, providing financing mainly through the PNG and Pacific Islands
Umbrella Facility. Cooperation with ADB will focus on a clear division of labor and use the Full Mutual
Reliance Framework where useful. IMF, WBG, and ADB will deepen joint dialogue and coordinate reforms
closely with bilateral budget support partners, such as Australia and the European Union. Collaboration with
United Nations (UN) agencies and nongovernmental organizations will focus on accelerating implementation
and improving monitoring. Prevention efforts will be closely coordinated with the UN. Currently, 11 percent
of the IDA Investment Project Financing portfolio is co-financed (OPEC Fund and Australia), and this share
will grow under the CPF, with new partners.

The overall CPF risk is substantial. Political and governance risks to the program are assessed as high because
of their systemic nature as well as the upcoming elections. Residual macroeconomic, institutional capacity,
fiduciary, and environmental and social risks are assessed as substantial; further mitigating them will require
sustained, hands-on implementation support. Residual technical design risks are assessed as substantial due
to the larger scale of operations, the increased cross-sectoral approach, and the need to engage at the
subnational level. Security and conflict risks, especially in violence-affected provinces and during the election
period, pose additional challenges. The WBG will mitigate these by pacing the reform agenda, incorporating
flexibility in project design and implementation, relying on tested implementation modalities, strengthening
remote monitoring, and enhancing implementation support.

The first annual review of the PRA monitoring framework will be conducted in February 2026 to monitor
progress and confirm continued eligibility. From then on, the yearly WBG Annual Business Planning
Exercise (ABPE) will commence in October to inform government budget discussions, which take place in
November and December. The ABPE will conclude in February of the following calendar year, incorporating
results from the yearly PRA review and informing the internal WBG work programming and budgeting cycle.
The ABPE will place special emphasis on contextual risks and their impact on WBG programing, allowing
for timely adjustments after elections and in response to conflict and violence risks.



