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PREFACE AND ACKNOWLKDGEMDTS 

In O c t o b e r  1 9 8 4  t he Gov e r n m e n t  o f  P a pua Ne w Guine a r e que s t e d  t h e  
Aus t ral ian Gove rnment to arrange for a n  independent review of the 
economy of  Papua New Guinea. The terms of ref e rence of the review ,  
which were proposed b y  the Government o f  Papua New Guinea , were as 
follows : 

"( l ) The C o m m i t t e e  i s  t o  und e r t ake an ind e pend e n t  re v i e w  o f  the 
Papua New Guinean economy in the light of the fol lowing : 

( a )  performance of the economy in achieving the Eight Aim s  
a n d  a ch i e v i ng t he p r i o r i t i e s  s e t  by t he N a t i onal 
D e v e l o p m e n t  S t r a t e g y , i n  t h e n i n e  y e a r s  s i n c e  
Independence ; 

( b ) the changing emphasis  of the Government towards growth 
and the c reation of product ive employment opportunitie s ,  
und e r  the  aus p i c e s  o f  the M e d i u m  T e r m  Deve l o p m e n t  
Strategy ; 

(2) The Comm i t t e e  i s  t o  und e r t ake a s e c t o r a l  r e v i e w  o f  the 
e c ono m y ,  e xa m in i ng t he d ev e l o p m e n t  o f  e ac h  s e c t o r  and 
ident ifying the problem areas in the future ; 

(3) The C o m m i t t ee i s  t o  e xa m i n e  P a p u a  Ne w Gu i n e a's e c o nom i c  
po l i c i e s , a s s e s s i ng t h e i r  pe r f o r m a n c e  i n  t he l i ght  o f  the 
priorities of the Government and sugges t ing i mprovements or 
areas that may require greater emphasis�' 

The De v e l o p m e n t  S t ud i e s  C e n t r e  o f  t h e A u s t r a l i a n N a t i o n a l  
Un ive r s i t y  w a s  a s k e d  t o  m a nage t he r ev i e w . The Co m m i t t e e  ( a l s o  
r e f e r r e d  t o  in t h i s  r e p o r t  a s  t h e  r e v i e w  t e a m )  w a s  t o  c o m p r i s e a 
nominee of each of the t wo Government s and a team leader.  It was 
to be c o m p l e t e l y  i n d e p e n d e n t  in c a r r ying out the r e v i e w  and 
reporting i t s  f inding s .  

The resul t s  of the Comm i t tee's work a r e  pre sented i n  this report.  
The report begins with an execut ive summary that recapi tul ates the 
p r i n c i p a l  c on c l u s i on s  and o u t l ine s the  policies and act ions that 
t he t e a m  c o n s i d e r s  w i l l  he l p  a c h i e v e  t he Gove r n m e n t's  a i m s  of 
economi c  growth and the creat ion of product ive employment. 

The main text gives an overview of Papua New Guinea's progress and 
p r o b l e m s  in the n ine y e a r s  s i n c e  I nd e pendenc e in 1 9 7 5 , and then 
a s s e s s e s  the  Gove r n m e n t' s  g e n e r a l  e c o n o m i c  p o l i c i e s . Thi s i s  
followed b y  a review of  the principal economi c  and social sectors.  
The available information for some sectors is  much greater than for 
others , being part icularly s canty for subsis tence agriculture , and 

x i  



f o r  the ana l y s i s  o f  t r end s in the s t an d a r d  o f  l iving am ong t he 
popul at ion gene r a l l y and b e twe e n  ar e a s  o f  the count r y. If the r e  
are t o  b e  further reviews of  this nature , these would b e  important 
subjects for concentrated study. 

The t e a m  began w o r k  in Dec e m b e r 1 9 8 4  whe n a f i r s t  v i s i t  to P o r t  
More sby was made by D r  Morawe t z  accompanied b y  Dr Jame s Gue s t , the 
Com m i t t e e's  Execut ive S ec r e t a r y .  A s ec o nd vi s i t  t o  P apua N e w  
Guinea was made b y  all Commit tee Members in January and February 
1 9 8 5 .  Th i s  vi s i t  inc l ud ed a t ou r  o f  s e ve r a l p r ov i nc e s  i n  t h e  
i s l an d s  a n d  in the highl and s .  Dur ing the t wo vi s i t s  t o  P a pua Ne w 
Guinea and al so in Canberra , a large number of mini sters , of f icials 
and private persons were good enough to meet and share their views 
with the Committee. The ir names are lis ted in Append ix A. 

The C o m m i t t e e  i s  g r a t e f ul t o  P ro f e s s o r  He l e n  Hughe s ,  Exec u t i v e  
Di r ec t o r  o f  t h e  Deve l o pm e n t  S t ud i e s  Ce n t r e  ( Re s e arch School  o f  
Pacific S tudies)  of the Aus tral ian National University ,  and t o  the 
s t a f f  of the C e n t r e  f o r  t he i r  inva luab l e  s up p o r t  throughout the 
review period and particul arly dur ing the book's edit ing. Wi thout 
their as sistance ,  this report could not have been completed in the 
a l l o t t e d  t i me .  The C e n t r e  c o m m i s s i oned a num b e r  o f  b ackg r o und 
papers that have been drawn on extens ively in the review ;  the se are 
listed in Appendix B. 

The C o m m i t t e e  a l s o  w i s he s  t o  thank Dr Jam e s  Gue s t , who d i d an 
invaluable job as Execut ive Secre tary , and Ms Kathryn Kerkin, who 
acted as research a s s i s t ant and par t icipated in the second vis i t  to 
Papua New Guinea. Dr Gues t  p r e p ar e d  t he Append i x  C T a b l e s which 
cove r the p e r i o d  f r o m  Ind e pendenc e  t o  the l a t e s t  y e a r  for which 
d a t a  a r e  ava i l ab l e .  I t  is r ec o m m e nd e d  tha t  t he t a b l e s  in t h i s  
r e p o r t  be up d a t e d  pe r i o d ic a l l y  t o  p r o v i d e  a c o n t inuing r ec o rd o f  
Papua New Guinea's economic and social progres s. 

Al though the Committee rece ived helpful advice and comments f rom 
m any p e o p l e , the f ac t s  and o p i n i o n s  c o n t a i ned in t h i s  r e po r t  a r e  
our respons ibi lity alone. 

RAYMOND GOODMAN 

CHARLES LEPANI 

DAVID MORAWETZ 

Canberra and Port Moresby , April 1 9 85 
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EXECUTIVE SUMHARY 

THE GENERAL ECONOMY 

1 OVER.VIEW 

The cond i t ions in which Papua New Guinea came to Independence in 
1975 made the task of the new admini s trat ion ext remely d i f f icult . 
The economy was largely owned and managed by foreigners ; the 
Government lacked the ins truments  e s sent ial f or nat ional policy
making ; doubts  about the country' s viability led to massive capi tal 
fl ight ; and it was a t ime of world-wide inf lation following the oil 
cris i s . In these  cond i t ions , Papua New Guinea' s achievement s in 
taking over the management of the count ry and the economy , 
maintaining pol i t i cal and economic s tabi l i ty under a democrat ic 
form of government , and introducing a new currency while 
maintaining a low rate of inf lation , have been remarkable . 
Nevertheless , there remain serious problems which , if not resolved , 
threaten to abort  the se achievement s .  Skil led and trained people 
and f inancial resources f or development are in short supply ; wages 
are higher than in compet ing countries ; not enough j obs are be ing 
created ; protect ioni st  p res sures are increas ing ; and lawles sne s s  
appears to b e  o n  the rise . 

2 PR.OGRESS TOWARDS NATIONAL GOALS 

In terms of the original obj ectives of economic and social policy 
there has been considerable progress s ince Independence . Economic ,  
currency and price stability have been at tained ; the proportion of 
the nat ional product accruing to nationals has grown ;  the 
proportion of per sons part icipat ing in the cash economy has 
increased ; there appears to have been a rise in average village 
living s t andards ;  community school educat i on opportunit ie s  have 
be come more widely d i s tributed across the country ; and there has 
be.en some increase in national economic sel f-rel iance . 

On the other hand, even a f t er allowing f or the need to adj ust  
o f f icial stat i s tics , the rate o f  growth of  aggregate output has 
been relat ively slow;  creation of new j ob o pportuni t ies has f allen 
short of the increase in numbers seeking j obs ; the gap be tween 
richer and poorer provinces and between urban and rural sectors has 
widened ; and the proportion of export receipt s needed to service 
the foreign debt, al though still moderate by international 
stand ard s, has increased rapidly in recent years . 

3 GDEKAL ECOllOKIC POLICIES 

The three main sets  of general economic pol icies that have been 
used in Papua New Guinea since Ind ependence are exchange, f i s cal 

3 



and wages policy . The hard cur rency policy that was pursued unt il 
the early 1 980s hel ped to ensure that the kina was widely accepted 
and remained convert ible , and was ins t rumental in keeping Papua New 
Guinea' s inflation rate low. Against that , the pol icy hindered the 
growth of exi st ing and potent ial expor t s , and dis couraged the local 
production of goods that might have compe ted wi th import s . Given 
the generally unfavourable outlook for the prices of the 
commod i t ies that Papua New Guinea expo r t s , and hence f or the 
count ry' s balance of payment s ,  the kina should be allowed to 
cont inue to depreciate gradually to encourage the produc t i on of 
expo rts and import subs t i tute s . 

The policy of fis cal or budget ary re s t raint that has been pursued 
has helped to protect the count ry' s balance of  payments , but has 
lef t  li t tle marg in for increased government expend i ture on goods 
and servi ces , es pecially f or inve s tment . To at t ack this problem , 
the Government should : rai se more internal revenue , perhaps by 
increas ing the gene ral import levy and broadening the tax base ; 
make more use of non-budget- support  aid from a var iety of donor s ; 
encourage the private sec tor to increase its  inve s tment ; and 
re serve government spending for es sential purposes , especially 
inve stment in infras truc ture . 

High minimum wages and other bene f i t s  adopted from Aus tralian 
practice have cont ributed to the unemployment problem by making i t  
d i f f i cult for Papua New Guinea to get started in even the simples t  
manufacturing indus t rie s , reducing employment o n  plantations , and 
encouraging the search for labour- saving te chnique s of produc tion 
in both indus try and agricul ture . In add i t ion , the almos t  comple te 
linkage of wages to the cost of  living index that was in force 
unt il 1 983 prevented the Government from us ing exchange rate 
adj us tment as a means of inc reas ing Papua New Guinea' s 
international compe t i t ivene s s . To make the country more 
compe t i t ive , ways need to  be found to reduce real wages to bring 
them into line wi th productivity . Considerat i on should be given to 
scrapping the inhe rited cent rali zed wage-fixing sys tem ; 
product ivi ty-based wages should be permi t ted ; and the categories o f  
workers  and employers who are exempt from minimum wage legis lat ion 
should be expanded . 

THE RURAL ECONOMY 

4 FOOD PRODUCTION 

The produc ti on of food by households for the i r  own consumption and 
f or sale is the base on which the Papua New Guinea economy rest s , 
but there are no reliable data on the trend s of food product ion . 
Imports o f  f ood have been increasing , and this has led to a concern 
that food producti on may have been decl ining . However , village 
nut r i t i on studi es sugge st that per capita consumpt ion of locally 
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grown food has not been fall ing , ind icat ing tha t total food 
product i on has been ri sing .  

Jus t over hal f o f  all households i n  Papua New Guinea sell some 
homeg rown vege tables and frui t . The value of  such sales is only 
marginal ly les s  than that of householder sales  of cof fee , and 
appears to have been increas ing s trongly over t ime . There is no 
evidence of a general shortage of f ood in Papua New Guinea , though 
deficiencies are apparent in cert ain regions and at parti cular 
t imes . Imports  of t inned meat , tinned f i sh and rice have added 
variety , pro tein and fats to the diet . 

A poul t ry indus try has been es tabl ished under  pro tect ion and , 
al though it is presently based on imported feed , i t  appears to be 
viable . Medium-si zed piggeries and a few large-scale cat tle 
ranches have been set up wi th some succe s s , but smallholder cat tle 
schemes have generally fai led . 

Government efforts  should concent rate on finding out whe re and when 
groups of the populat ion suf fer f rom food shortages ;  implement ing 
measures to help in such cases ; inves t igat ing methods of 
intens i fying f ood p roduction and d i sease control ; and st imulating 
the growth of food production for sale by improving rural roads and 
market facilit ies and encouraging market gardening in peri-urban 
areas . 

5 EXPORT TREK CR.OPS 

Tree crops account for j us t  under one-third o f  the value of rural 
output in Papua New Guinea and f or one-third of export income . 
Performance among tree crops has varied cons iderably since 
Independence . Output growth of  oil palm has averaged 20 pe r cent a 
year ; production of cof fee , copra oil and tea has grown faster than 
the populat ion ; the growth of cocoa and copra has been close to  
zero ; and there has been a s ignif i cant decline in rubber .  
Except f or tea (which is  grown almos t  solely on estates ) and 
rubber , smallholder production of al l maj or  tree crop products  has 
increased . By contras t , es tate product i on of all the se product s 
except palm oil and tea has ei ther decl ined or remained cons tant , 
and aggregate employment on e s tates has fallen . Seventy per cent 
of  all households in Papua New Guinea now grow some tree crops , and 
smallholders account for 48-75  per cent of nati onal output in 
coffee , cocoa , copra produc t s  and palm oil . 

Tree crop p roduction and average agricul tural cash income per head 
are unevenly d i s t ributed among the prov inces .  Thi s  is largely a 
consequence of the d if ferential availabili ty of sui table land and 
o f  inf ras t ructure ( especially road s )  prov iding acces s  to marke t s . 

The s t rong past performance notwiths t and ing , 
room for improvement in coffee product ion . 
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Government include ensuring that smallholders have acces s  to 
improved extens ion services; supplying credit and other as sis tance 
to growers who wish to replace age ing plant s and improve management 
prac t i ces ; provid ing smallholders with the opportuni ty to sell 
cof fee in che rry form ;  and st imulat ing increased research int o  
higher-y ield ing and di sease- re sis tant varie t ies . 

The cocoa indus try seems set  for a rapid expans i on of production 
during the rest of the 1 980s . This is the re sult of the 
development and d i s t r ibut ion of improved plant ing mat erials and the 
provis ion of up-to-date management as s i s t ance by the Cocoa Indus try 
Board and by private management and research companies . Prior i t ies 
f or the Government include measures to ensure that cocoa es tates 
wi th ageing and senile trees are rehabili tated , and the 
d i s t r ibution of imp roved plant ing mat erials to provinces ( other 
than tho se in which these mat erials we re developed ) that have 
proven potent ial for co coa growing . 

Copra products , once Papua New Guinea' s main export , have los t  
ground i n  recent years . The average yield on e s t ates is so low 
that replant ing is not pro f i t able , thus increasing the senility of 
the coconut st ock. In many par t s  of  the country , t o  be financially 
at t ract ive , new plant ings of coconut s will need to be combined 
wi th e i ther cocoa or cat tle . The key requirements f or future 
expans ion are the develo pment and d i s t ribut ion of hybrid or other 
supe rior seednuts and the promot i on of improved management systems . 

The oil palm industry cons i s t s  of three nucleus estates compris ing 
es tate and smallholder plant ings and proces s ing facili t ies . 
Cond i t ions for produc t ion in Papua New Guinea are favourable : the 
quality of the palm oil is good ; research f inanced and controlled 
by the indus try has yielded important bene f i t s ; and the e s t ates are 
large enough to ensure e f f icient produc t i on and milling . The main 
requi rement , if the rapid rate of growth of out put is to  be 
maintained , is to attract to the industry add i t ional e s tate 
companies  which are capable of developing and managing new schemes . 

The yields and quality o f  tea produced in Papua New Guinea are 
high , but depres sed world---Prices and the high cos t  of local 
plant at i on labour have made product ion relatively unprof i table . 
More recently , a rise in the int ernational price of tea ( due to 
increased dome s t i c  consumpt i on in the main exporting count rie s )  and 
the mechanizat i on of tea plucking have materially improved the 
pro s pects of the Papua New Guinea indus t r y .  

Rubber is  a long established but small indus t ry in Papua New 
Guinea .  There has been lit tle replant ing on rubber es tat es as poor 
yield s , low pr ices and high labour cos t s  have all depre s s ed 
prof itability.  Smallholders ' yields have been low because poor 
quali ty mat erials and technique s are used and market ing facili t ies  
and services are inadequate . Recently , some new es tate owners and 

6 



managers have begun to plant higher-yield ing tree s and improve 
farming technique s .  The future o f  the indus try probably lies in 
areas , including par ts  of the Papua region , which are not sui t able 
f or cocoa . 

6 FOREST PRODUCTS AND FISHERIES 

The value of exports  of forest-produc t s  has more than trebled since 
Independence and now represents nearly 10 per cent of  total export 
earnings . The cos t  of proce s sing logs in Papua New Guinea is too 
high to permit the export of  proce s sed timber at compe t i t ive 
pri ces ; on the othe r hand , there is a growing demand for hardwood 
logs which Papua New Guinea is able to  supply at wor ld price s . The 
international demand for tropical hardwood s is st rong , especial ly 
in f as t-growing wood-def i cit As ian count ries , while the capacity of 
compe t ing count ries to increase suppl ies is limited by the 
deplet ion of their resources and local proce s s ing requirement s .  

The ini t ial pol i cy of the Papua New Guinea Government that requi red 
f oreign inve stors to e s t abl i sh facilit ies to process logs hampered 
the growth of the indus try .  Thi s  is because the cos t s  of 
proce s s ing timber in Papua New Guinea are so high that the world 
price of  logs is  more favourable than that of proce ssed t imber . It 
was the removal of  the l ocal proce s s ing requirement in 1 9 7 9  that 
unleashed the indus try' s rapid growt h .  

The two main is sues that need to  b e  add res sed by the Government 
relate to ref orestat ion and the cond i t ions for foreign inve s t ors . 
Ref ores ted timber s t ands have higher yields than virgin s t ands , 
making both logging and timber  process ing economically more 
att ractive . In add i t ion , reforestat ion has important environmental 
bene f i t s , and is  a labour-intens ive act ivity that could create much 
useful employment . Given the budgetary cons traints that limit 
increases in government spending , cons iderat ion should be given to 
making refores tation the res pons ibi l i ty of  the logging companies . 
Wi th regard to foreign inves tment , the Government should find ways 
to shorten the period ( o f t en several years ) that is needed f or 
agreement s regard ing the deve lopment of fore s t  res ources to be 
completed ; it should also el iminate the requirement that f oreign 
firms obtain local equity par t i cipat i on . In these and other  
mat ters , the role  and respons ibi l i ty of the Forest  Indus tries 
Council might be increased . 

Large-scale f i shing for export , which has been in the hand s of 
foreigners , contributed nearly 5 per cent of total exports  at it s 
peak in 1 9 80-8 1 . Soon af ter that time , the tuna companies  ceased 
operat i ons because of the depres sed s tate of  the world marke t ; 
commercial lobster fi shing was hal ted because of a decl ine in 
s tocks ; and the volume of exports of prawns s t agnated . Int erest in 
tuna f i shing by foreign companies  has revived recently , and the 
export potential of the industry is  considerable . 
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7 POLICIES AFFECTING AGRICULTURE 

Given that 8 5  per cent of the people of  Papua New Guinea live in 
vil lage s , the availabili ty of  high quality agr i cul tural extens ion 
and research services is cent ral to the nat ion' s wel fare . At 
present , government extens ion o f f i cers are expected to advise 
smallholders on too broad a range of act ivi t ies , wi th the result 
that they have insuf f i cient expert ise in any of  them . In add i t ion , 
extens ion off icers lack effective supervis ion and clear direct ion 
in their work . In crops and areas in whi ch p rivate management 
agencies and indus try bod ies ( like the Cocoa Indus t ry Board ) have 
shown the abi lity and the wi ll ingne ss to provide hi gh qual ity 
services to smallholders , the Government should stimulate and 
encourage the development of these organi zat ions . The Government 
should concentrate its  own research and extens ion efforts  on doing 
the j obs that the private sector is  unl ikely to be able or wi lling 
to do . The se include undertaking long-term research into improved 
methods of  growing trad i t i onal f o od crops and erad icat ing di seases 
in them ; improving the training , special izat ion and supervis ion of 
government extens ion workers ; provid ing speciali zed extens ion 
services for food crops and poul try ; and provid ing extens i on 
services of all kinds to people living in isolated areas . The 
Government can al so help smallholders by cont inuing to improve the 
nat ion' s road and coas tal shipping ne twork , and by increas ing the 
coverage and reliability of buying and other market ing servi ce s . 

In the es tate sector of agricul ture , one of the key barriers t o  
growth has been the land problem . Al though the Plantation 
Red ist ribut ion S cheme was suspended in 1 980 , the f a ct that i t  is  
s t i ll on  the books increases signif i cantly the ri sks involved in 
engaging in plantat ion agricul ture . The Government should repeal 
the Plant at ion Redi s t r ibut ion Scheme , and allow leaseholders and 
owners of plantations to di spose of them to anyone , wi thout regard 
to nat ional ity , at a price to be nego tiated between the two 
par tie s .  I t  should devise and implement measures requi ring holders 
of run-down and seni le es tates to rehabilitate them . Steps are now 
being taken to streng then the Depar tment of Lands , whi ch should 
remedy the admini s trat ive ine f f i ciencies that cause lengthy delays 
in the process ing of  land t ransact ions , or fai lure t o  complete them 
at al l .  

INDUSTRY , MINING AND COMMERCE 

8 MANUFACTUltING 

Manuf acturing accounts for about 1 0  per cent of bo th GDP and formal 
employment in Papua New Guinea . Product i on is almost  ent i rely for  
the dome s t i c  market , and includes food  proces s ing , beverages ,  
tobacco , timber product s ,  wood and fabricated metal . Employment in 
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manuf acturing in 1 983  was only 26 , 000 , which is less than the 
number of persons entering the Papua New Guinea work f orce each 
year . The expansion of manufacturing has been hampered by the 
small and f ragmented dome s tic  marke t , the shortage of persons wi th 
entrepreneurial , managerial and labour ski l l s , the dif f i cul ty of 
acqui ring land on which to build a plant , and the high cost of 
labour relat ive to  productivity . 

In the absence of signif icant changes  in pol i cies , the pros pects  
for the expansion of  manufacturing are  not  good . In  parti cular , if 
real wages  are not reduced signi f i cant ly , the only i tems in which 
Papua New Guinea is likely to be able to compete internat ionally 
are those  in whi ch a large proport ion of final value i s  made up of 
input s special to  Papua New Guinea , such as high quality furniture 
made of  tropical hardwoods . 

Pres sures have been mount ing in Papua New Guinea recent ly to 
broaden manuf acturing industry by protect ing new f irms agains t 
compe t i t ion from import s . However , the experience of numerous 
count ries ind icates that such protec t ion , once granted , is 
dif f i cult to remove or reduce ; that indus tries set up behind 
protect ive barriers f requently save l i t t le foreign exchange ; and 
that the cos t s  to consumers in higher prices from the es t abli shment 
of such indus tries  o f ten more than outweigh the bene f i t s  f rom the 
creation of a relat ive ly small number of  j obs . 

In small count ries l ike Papua New Guinea , the only way that 
e f f i ci ent-si zed plant s can be es tabli shed in many indus tries is if 
part or all of  the output is expo rted . Export proce s s ing zones 
could he lp Papua New Guinea to beg in to export manuf actured goods . 
Such z ones have been used succe s s fully in several small count ries 
as a way of expand ing indus t r ial production and exports . If 
designed and implemented creat ively and carefully , they could help 
Papua New Guinea to over come the main cons traint s that current ly 
limi t the expans ion of manufacturing . 

9 MINERALS , PETROLEUM AND ENEJlGY 

Papua New Guinea has considerable potential in the product ion o f  
mine ral s .  Large-s cale operations began wi th the Bougainville 
copper and gold mine in 1 97 2 .  Since that date , this mine has been 
the mos t  important single contr ibut or both to expor t  earnings and 
to government internal revenue . A second large copper and gold 
mine is being developed at Ok Ted i in the Star Mountains . The 
quali ty of the ore in this depo sit  is higher than that at 
Bougainville , but the progre s s  of the proj ect  has been hindered by 
t e chni cal problems , cost overruns , the low world price of  copper 
and disputes between the overseas inves tors  and the Government . 
Even if these problems can be over come , the f i rst revenues f rom Ok 
Ted i  are not expected t o  be available to the Government unt il  some 
t ime in the 1 990 s .  It is e s t imated that the Bougainville mine has 
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a fur ther life of about 1 5  years and that  Ok Ted i has another 1 0  or 
20 years beyond that , depending on the rate of exploitation. 
Although other copper depo s i t s  are available , they are unl ikel y  to 
be exploi ted at prevail ing price s . 

Three gold-mining prospects  are current ly under inve s t igat ion : the 
Porgera deposit in Enga Province , the Lihir Island depo s it in New 
Ire land , and the Mi sima depo s i t  in Milne Bay . Al l three pre sent 
techni cal problems whi ch require the use of  new techniques . I f  
these  problems can b e  re solved succe s sfully , and if  the price of  
gold does not fall signi f icantly below current leve l s , the f irst  
two of these  proj ects  should be  in product ion by the end of the 
decade . The third is  regarded as marg inal at current prices . 

The legal and fis cal reg ime f or mining in Papua New Guinea was 
developed in the light of the Bougainvi l le experience , and permi ts  
agreement s  to be  nego t iated that pro tect the nat ional intere s t  
while be ing f air to the inves tor . The Government t ook a minority 
equi ty pos i t ion in both Bougainville and Ok Ted i , but no more 
inve s tment in mineral proj ects is ant icipated or recommended as 
thi s would divert scarce fund s from more essential government 
purposes . 

The geology of Papua New Guinea is considered promi sing for 
hyd rocarbon d i s coveries , though more f or gas than f or oil . The 
number of petroleum prospect ing li cences is sued increased sharply 
after the second international oil price increase in 1 9 7 9 . So far 
only two wel l s  have yie lded liquids , one off shore in the Gulf  of 
Papua and the other at Juha in the Southern Highl ands . Dri ll ing is 
proceed ing at Juha to e s t ablish the nature and extent of the 
reserve . Ac cess to the area is  d i f f icul t , and the cost of  
exploi tat ion is  likely to be high . Even if commercial quant i t ies  
can be  proven , production of oil is not  expected to  begin until  the 
1 99 0 s . 

The consumpt ion of energy per per s on in Papua New Guinea is about 
average f or developing count ries in Papua New Guinea's  income 
group . The distribut ion of energy consumpt ion is  heavily skewed : 
the Bougainville mine is by f ar the largest  s ingle consumer , 
whe reas the large mas s of the populat ion has lit tle  or no acce s s  to 
electricity or commercial fuels and depends largely on fuelwood . 
The scatt ered locat ion of populat ion centres does not permi t  
economies of s cale to b e  gained i n  power generat ion and 
transmi s s ion ; it al so means that much pet roleum is required for 
t ransport . As a result of  these t ransport and o ther demand s , 
petroleum products  doubled their share of merchandise imports  
between Independence and 1 98 3 .  Papua New Guinea has  not  fallen 
int o the trap of unde rpricing ene rgy , though some anomalies should 
be removed.  A s tudy of  power t ar i f f s  has recently been completed 
which re commend s a phased move to a sys tem based on marginal cos t s . 
Conservation measures , based on ene rgy aud i ts , are an important 
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means of saving energy and should be act ively encouraged . The cos t  
of  producing energy i n  Papua New Guinea re qui res analysis . 

Apart from hydrocarbons , the most  promi sing indigenous ene rgy 
source for the future is hydro-e lectric power , which now supplies 
about 10 per cent of the energy consumed by the commercial sector . 
Two large hydro-elect ricity proj ects are under cons truction ,  and 
there is cons iderable potent ial f or the replacement of ine f f icient 
d ie sel sets  by mini-hydro-electric s chemes in smaller commer cial 
cent res and rural areas . Even wi th these  development s progres s  in 
br inging elect rici ty to rural areas will necessarily be slow,  and 
government measure s are needed to encourage the conservat ion of 
fuelwood resources and refore s t ation in depleted areas . 

10 GOVERRMENT STATUTORY AUTHOIUTIES AND COMMERCIAL INVESTMENTS 

Public inves tment in comme rcial and indus trial activit ies take s 
three f orms : direct equity par t i cipat ion wi th private inve s tors in 
maj or mining and agricul tural proj ect s ; owner ship of public 
ut i l i t ies  and other commercial companies ; and ownership of 
f inancial intermed iaries which hold equity in or make loans t o  
private enterpri ses . 

Direct investment in maj or proj e c t s  has run into hundreds of 
mill ions of kina , but wi th the exception of  Bougainville Copper Ltd 
and ( in 1984) Hargy Oil Palm , the se proj ects  have yet to yield a 
return to the Gove rnment . Of the 37 commercial ent erpri ses owned 
by the national or provinc ial governments , only 12 operate 
pro f i t ably . These include the Post and Telecommuni cat ion 
Corporation , the Electricity Commi s s ion and the Papua New Guinea 
Harbours Board , which have undergone maj or reforms in re cent years . 

Government has not always been clear in its  obj ect ives for set t ing 
up commer cial s tatutory corporat ions or inve st ing in private 
bus inesses . In future , where private fund s are likely to be 
avai lable , the Government should ref rain from undertaking new 
inve s tment s .  Where private money is not ·likely to be avai lable , 
the Government should only invest i ts. s carce funds if the normal 
commercial te s t  of prof itability �an be met . 

S tate-owned companies that do�nut operate pro f i t ably and are 
unlikely to be e f f i cient even' wi th bet ter  management , should be 
wound up or otherwise d i spo sed of . Public servants who represent 
the Government on the boards of such enterprises need special 
business t raining . 

11 FIRAllCIAL INSTITUTIORS 

The financial sector in Papua New Guinea is well-developed . The 
Bank o f  Papua New Guinea performs s t andard cent ral bank funct ions 
and is the reposi tory for the rece ipts  of  the Mineral Resources and 
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Commodity Stabili zation Fund s . The large s t  commercial bank is  
wholly owned by  the Government and there are  five o ther commercial 
banks , two of which are new . Despite  the scope for compe t i t ion , i t  
i s  doubt ful whe ther the demand f or bank services i n  Papua New 
Guinea is suf f i cient to sustain six banks at internat ionally 
compe t i t ive service charge s .  The gove rnment owned Agr i cultural 
Bank (formerly the Development Bank ) aims to increase the 
propo rt ion of its  lend ing that is devoted to agri cul ture from 60 to  
80 per cent . Because of the greater risk of  losses in such 
lend ing , this may require increased inj e c t i ons of government 
capi tal . The Inves tment Corporat ion , al so owned by the Government , 
buys shares in exi s t ing (mos tly f oreign owned )  companies f or 
eventual re sale to nat ional s ,  as s i s t s  nat ionals in their 
businesses , and provides a faci l i ty for the inves tment of  savings . 
It has been relat ively succes s ful in its  operations but has been 
c r i t i cized for be ing t oo pass ive and insuf f iciently development
oriented in its lending pol i cy .  In res ponse to the se cri t i ci sms , 
its  pol icy has recently been broadened . 

In add i t ion to the servi ces provided by the se ins t i tut ions cent ral 
to  the sector , a wide range of other f inancial services are offered 
by savings and loan as sociat ions , provident fund s , finance 
companies and insurance companies . Despite the breadth of  this 
array , the financial needs of  important groups of  the populat ion 
have p roved d i f f icult to meet . The se include , in par t i cular , the 
needs of rural smallholders for agricultural credi t  and of urban 
workers for housing f inance . The problem is  not so  much lack of  
funds ; rather , it is that smallholders find i t  d i f f icult t o  prepare 
and present viable s chemes f or f inancing , while urban workers have 
d i f f iculty es tablishing a savings record . Collaboration between 
the Gove rnment and the relevant ins t i tut ions could help to solve 
thi s problem . For example , courses could be establi shed to train 
f inance o f f i cers in ways of as s i s t ing pro s pect ive borrowers and in 
apprais ing their  proj ect s . 

OTHER SECTORS AND ISSUES 

1 2  TRANSPORT AND COMMUNICATIORS 

The transport and communicat ions ne tworks are cent ral to Papua New 
Guinea' s economic future . Because of the rugged terrain and the 
scat tered location of the main populat ion cent res , trans port is 
d i f f icult and expens ive . Most  roads are unsealed ; the only maj or 
sealed highway conne cts  the port of Lae with the highland s .  Only 
two-thi rds of  the populat ion are wi thin walking dis tance of  a main 
or rural road . Inves tment in extending the sys tem to thinly 
populated areas presently not included would be desirable ( on 
social equi ty  grounds ) but uneconomic . By cont rast , a number of 
cases have been identif ied in whi ch improving exi s t ing roads would 
yield a sat i s f actory economic rate of  re turn . 
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Coastal shipping is an important and neglected industry in Papua 
New Guinea .  Its revitalization is e s sential for the eff icient 
movement of people and freight, es pecially the produce of 
smallholders . The government owned Papua New Guinea Shipping 
Company is unprof itable; it should be wound up and its as sets sold 
of f .  De regulation of the industry would encourage competition and 
lead to a reduction in the number of unsuitable ve s sels in service . 
Investment in upgrading existing ports would be economically 
attractive . 

Air services are extensi ve and of maj or economic importance, but 
costly . De spite charging high f ares, the national airline, Ai r 
Niugini, runs at a los s ,  and the Gove rnment recovers only a 
f raction of its annual expenditure on aviation f acilities and 
services . The removal of re strictions on the entry of new 
operators and the liberalization of regulations govern ing routes 
and type s of ai rcraft should increase competition and lead to lower 
costs and better service . 

Papua New Guinea's communications system is well-developed . A 
micro-wave system links the e ight maj or centres of the country, and 
remote rural areas are se rved by rad io . The telex network is 
growing, and international cable links are good . The extension of 
the commercial rad io network and the introduction of televis ion 
continue to cause controver sy and require the formulation of clear 
gove rnment policies and guidelines . 

13 SOCIAL SEllYICES 

Papua New Guinea has one of the most extensive health care service s 
of any developing country, the system having been establi shed in 
coloni al times by the Admini stration and the churche s .  In the 
post-Independence period, the Government has concentrated on 
attempting to provide bas ic health care se rvice s to the rural 
population . This has contr ibuted materi ally to better health, a 
decline in inf ant and child mortality rate s, and an increase in 
life expectancy . However, maj or d i s eases such as malaria, 
tuberculos is and vene real disease either are not declining or are 
on the increase . Simple ther apies are available for some of these 
complaints and could be delivered through the network of health 
facilities, but ove rlapping respons ibilities and inadequate 
staf f ing and tr aining reduce the i r  eff ectivene s s . Because the 
health s ervice already accounts for 9 per cent of the national 
budget, reforms in the se areas will have to be financed by 
incre ases in eff iciency elsewhere in the service . The churche s, 
which provide effective service s at low cost, might be asked to 
increase their role . 

Only about 10 per cent of the population has easy acce s s  to a safe 
water-supply, which is important both for good health and to save 
villagers (mostly women) having to walk long distances for water . 
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Much t ime and money have been spent on schemes to improve the 
supply of water, but many of these s chemes have ceased to function . 
There is cons iderable s cope for further improvement s .  

A nat ional survey of  nut ri t ion that was carried out in 1 98 2  should 
shed light, when the result s are publ ished, on the ext ent and 
incidence of malnutri t ion . The indicat ions at present are that 
malnut rit ion is  not a nat ional problem but is conf ined to specific  
areas and times . 

Unl ike the great maj ority of developing countries, Papua New Guinea 
does not have an o f f i cial population control program . The o f f icial 
e s t imate of the rate of populat ion growth is 2 . 3  per cent a year, 
but some authorities bel ieve that the true rate is  markedly higher . 
Moreover, improvement s in health and living s t andards are likely to 
cause a decl ine in mor t al i ty before f e r t i l i ty f all s .  Even at the 
o f f i cial rate of growth, Papua New Guinea' s  populat ion will double 
in j ust  over 30 year s .  The extent to  which progress can b e  made in 
reducing the rate of  populat ion growth wi ll have an impor t ant 
bearing on the pressure of population on land (which is already a 
problem in some areas ) and on the demand s for the creat ion of ext ra 
j obs and the provi sion of add i t i onal social servi ce s . 

Family planning servi ce s are present ly offered through urban and 
rural health cent res and c l inics . Al though they are current ly 
des igned t o  improve famil y  heal th and wel fare rather  than to reduce 
the populat ion growth rate, the se services could provide the basis  
of  an e f fective populat ion control pol i cy . What  is needed now i s  a 
commitment by the Government to the need f or populati on control, 
reorganization of the adminis trat ive and del ivery system, and an 
increase in the number of  trained s t af f, e spe cially f emales . 

In education, signifi cant progre s s  has been made since 
Independence . At the communi ty or primary s chool level, the 
proport i on of chi ldren aged 7- 1 2  who at tend s chool has increased ; 
the proportion of girls enro lled has risen ; the teachers, once 
largely expat riate, are now ent irely nat ional ; and dispari t ies  
among provinces in  the proportion of children enrol led have been 
reduced . Secondary s chool  enrolment s have increased slightly, and 
the propo rt ion of girls enrol led has ri sen to some extent . The 
f ir s t  univers i ty student s in Papua New Guinea graduated only a few 
years before Independence, but there is  now a wide range of post
se condary ins t i tut ions . 

Despite these advances, serious problems remain . The quali ty of  
educat ion is widely believed to have deteriorated ; at t he present 
rate of progress,  the at tainment of universal primary education 
wi ll take hal f  a century ; there are divided and overlapping 
res ponsibilities for educat ion be tween the two leve l s  of government 
and among nat ional government department s ;  and at the post-
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secondary level , there are too many small ins t i tut ions wi th 
overlapping programs and high unit cost s .  

The medium term strategy that has been proposed i s  t o  expand the 
provi sion of primary educat ion ( in whi ch the social and economic 
returns are greates t )  and to reduce net publ ic out lays on po st
secondary education , in  part  by imposing tuit ion charges .  Though 
the st rategy as presented is in general sound , it as sumes that both 
the s i ze of  the nat ional budget and the share of  education in it 
( already over 20 per cent ) can be increased . If such increases  
prove t o  be impos sible to achieve , further savings will need to be 
found within the sector itself  by increas ing e f f iciency . 

Hous ing , especially in urban areas , has been a maj or concern of the 
Papua New Guinea Government s ince Independence , but l i t t le progre ss 
has been made in solving the problems of  the sector . The main 
problem does not appear to  be lack o f  finance for hous ing , but the 
shortage of land and the lack of c redit-worthines s  of bor rowers . 
Cons t ruction cos t s  appear to be high . 

14 ROLE OF WOMEN 

One of the Eight Aims adopted at the time of self-government was to 
achieve "a rapid increase in the e qual and act ive par t icipat ion of 
women in all forms o f  economic and social ac t ivity" . Since then , 
the Government has f inanced women' s associat ions and conferences ,  
as s i s t ed the format i on of women' s  bus ines s  groups , and provided 
funds through the Nat ional Public Expend i ture Plan for women' s 
proj e ct s . 

Despi t e  these e f f or t s , much remains to be done . As is the case in 
many countries , women are s t ill under-represented in public life . 
There is only one female Member of Parliament , there are few female 
Lo cal Government Counci llor s , and there is no elected female member 
of a provincial government . Each provincial gove rnment does have 
one nominated f emale represent ative , however , and an incre asing 
number of women have been nominated to serve with provincial 
government s .  In the public service , females tend to occupy lower
rank pos i t i ons ; in 1 980, nearly one-quar ter of all public employees 
were women but only 5 per cent of them held managerial posit i ons . 
Government budgetary allocat ions for women' s  proj ects  have declined 
s ince 1 97 9, and are mos t ly for we lf are purposes . 

The Government should cont inue to rai se  the proport ion of females  
in  s chools not only for reasons o f  equity but  also  because this  is 
likely to lead to reduced fer t i l ity  ( and hence lower population 
growth )  and to higher productivity in f ood production (which is  
mos t ly the work of women ) .  More women should be trained and 
employed in the f amily planning program and as agr i cul tural 
extens i on workers . General measures to  improve roads and marke t ing 
f aci l i t i es should help to increase the cash incomes available to  
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women f rom the sale of f ruit and vege table s .  A policy paper should 
be p repared on the role of women to provide guidance f or women' s  
organi zat ions and t o  hel p  co-ordinate women' s programs both in 
government and in the private sector . 

1 5  GOVERliHEMT AND THE PUBLIC SEK.VICE 

At Independence Papua New Guinea inheri ted a large , centralized 
bureaucracy . Sece s s ioni s t  pres sures in some areas led to the 
decis ion to t ransfer important governmental powers and functions to 
the province s , toge ther with the revenue s needed to finance them . 
A f ew provinces have run their af fairs e f f icient ly and could 
probably be given more f lexib ility in managing capi tal as well as 
current expend i ture than they now have . But many lack the skills  
and expe rience required for good admini s t rat ion ; three provincial 
governments have recent ly been suspended f or mi smanagement . The 
two- tier sys t em has resulted in overlapping respons ibilit ies 
be tween the two levels of government , duplicat ion of  
representatives and o f f icial s , and increas ing admini s t rat ive cos ts . 

The need to improve the admini s t rat ive system is  widely recogni zed 
in Papua New Guinea , and the re have been seven o f f i cial committee 
reports  on admini s t rat ive ref o rm since Independence . The new 
obj ect ives of economi c growth and employment require more eff i cient 
admini s t rat ive machine ry f or trans lat ing policies and plans into 
ac t ion , and a program of admini strat ive ref orm has been set in 
mot i on .  The emphasis is on revenue generation , and improved f i s cal 
prac t i ce s , and the more effect ive use of exi s t ing resources to 
fos ter growt h.  Key management res pons ibi l i t ies are to be devolved 
to line and provincial departments under the guidance and support 
of  the Departments of  Finance , Nat ional Planning , and the Public 
Servi ce Commi s s ion , which are al so  to be fort i f ied . Training is to 
be expanded and personnel management st reng thened . 

A Bill is bef ore Parliament to give legis lat ive ef fect to the se 
reforms . A Program Management Uni t , compo sed of senior o f f i cials , 
has been set up to prepare and supervi se the program , and Kl 6 
mi llion has been budgeted f or priority activi t ies  during the three 
years 1 98 5-88 . The Unit has begun work on three line department s 
and two provincial governments . A companion Bill that is before 
Parliament will clar ify the dut ies and re sponsibil i t ies  of 
depar tment heads ; provide f or an annual report  on the performance 
of  each depar tment ; lay down s t ricter rules for the as ses sment , 
promotion and d iscipl ine of o f f icials ; and permit cont rac ts to be 
offered to highly qual i f ied nat ionals to serve wi th the 
admini st rat ion . Gene ral Orders f or the service , which have not 
been used for some years, are to be revi sed and re-is sued . 

The proposed 
cons idering 

ref orms , in support of which the World Bank is  
a proj ect to be implemented dur ing the next 1 0  years , 
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are a serious attempt  to improve the quality of Papua New Guinea' s 
publ ic  adminis t rat ion .  I f  they are to be carr ied out succe s s fully, 
they wi ll requi re the sus tained commi t ment o f  mini s ters  and publi c  
servant s for  many years . 

16  FOREIGN AID ARD FOUIGN IRVES"lMDT 

Papua New Guinea is  unique among developing countries in receiving 
almos t  al l of i t s  aid in the form of budge t  suppor t  from one donor 
- Aus t ralia - wi thout cond i t ions or restrict ions . Since thi s  form 
of aid is expected to decline, albe i t  slowly, other forms and 
sources of aid must  be sought to help f inance the country' s 
development . In the pas t, Papua New Guinea has felt  that it lacked 
both the experienced personnel needed to ident ify and prepare aid 
proposals and the budge tary fund s that donors usually require to  be 
cont ributed to the cos t .  However, if  the purposes f or which aid is 
sought rank high on the nat i onal l i s t  of pr iorit ies, as they 
should, aid rel ieves government of part  of the f inancial burden and 
so extends the range of inves tment s that can be undertaken . 

The pos s ibi lity of f orming an aid group for P apua New Guinea should 
be cons idered when the Med ium Term Development Strategies, now 
being completed, are consolidated into the Med ium Term Deve lopment 
Program to see whether the qual i ty and quan t i ty of aid could be 
i�creased to facil itate the Program' s implement at ion . 

�iven that the mos t  severe cons traint on Papua New Guinea' s 
deve lopment is the shortage of educated and tr ained people, in both 
the public and private sectors, donor s  could be asked to finance 
schemes f or send ing post-graduate s tudents and public servants 
abroad for higher educat ion ; f or the secondment of qual i f ied 
pers onnel to government agencies, u t i l i t ies and educat i onal 
ins t i tut ions by their  counterpar t s  in the donor country ; and for 
the recrui tment of  qual if ied s t af f  on cont ract for key techni cal 
and supervisory pos i t ions in agriculture, industry and education . 
Agricultural resear ch inst itutes abroad could be asked to he lp in 
long-range research on trad i t i onal food crops and tree crops . For 
spe c i f ic inve stment p roj ects more aid is  available than Papua New 
Guinea has been wi ll ing or able to reque s t . Staff ing as sistance 
could be sought to hel p  e s t abl i sh and operate a uni t  speciali zed in 
ident ifying and prepar ing proj e c t s  for aid fund ing . 

Support could be reques t ed from donor governments f or smal l 
proj e c t s  run by foreign voluntary agencies . Some of the lat ter 
also supply volunteers to  developing count ries ; they could be asked 
to provide teachers who would retrain, supervise  and support groups 
of  nat ional teachers in community s chools and so help to raise the 
s t andard of primary educat ion . Small "grass roo t s "  proj ects, 
f inanced j ointly by villagers and the provincial government, have 
proved popular in North Solomons Province, and could we ll be 
extended to other provinces wi th financial as s i s tance from donors . 
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Increased foreign inves tment is needed in indus try , mining and 
e s t ate agriculture if e conomic growth and employment are to be 
accele rated . Fo reign inves t ors  bring with them not only capital 
but also management ,  te chnology and marke ting expe rtise , o f  which 
Papua New Guinea is in need . Howeve r ,  nego tiating inves tment 
agreements with Papua New Guinea authoritie s ,  and obt aining the 
ne cessary approval s ,  is a s low and tor tuous proce s s . The National 
Inve stment and Deve lopment Autho rity was set up as a one- stop-shop 
to avoid such delays , but in prac tice it has be come an additional 
agency whose requirement s have to be met .  Its two obj e c tives of 
inves tment promo tion and regulation conf lict and should be given to 
separate agencie s .  Many o f  the regulations that were adopted in 
the early years are no longe r neces sary and should be dropped . In 
gene ral , foreign inves tors should be made to feel we lcome and 
actively assis ted to ge t started . 

CONCLUSIONS 

The changing emphasis of  the Gove rnment of  Papua New Guinea toward s 
economic growth and the creation of productive employment 
oppor tunitie s wil l  not be easie r to achieve in the future than in 
the past be cause , at least in the near term ,  the conditions that 
have cons trained their at tainment seem unlikely to become more 
favour able : 

The population of Papua New Guinea is gr owing rapidly , 
creating demand s for f ood , employment and public se rvices that 
have to be me t be fore a gene ral improvement in living 
standards can be achieved . 

The skill s  needed to implement development plans quickly and 
e f f ectively are still limited . 

The price prospects  for mos t  of Papua New Guinea's expo r t s  are 
not bright . 

Budgetary res ource s continue to be limited by the 
of ra1s 1ng additional revenue and the d esire to 
moving along the path toward s fis cal self-re liance , 
making do with less exte rnal budge tary support 
resor ting to exces sive borrowing . 

dif ficul ty 
cont inue 
that is , 
without 

In these cond i t i ons , the general pre s cription f or economic growth 
and employment creation includes some element s that are al ready 
present in government pol icie s , some that need to  be emphasized , 
and others that are relative ly new : 
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Maint ain law and order , wi thout whi ch the e f f orts  of 
Government to st imulate economic  and social development 
be undermined . 

the 
wi ll 

Increase the financ ial and human re sources that are available 
for development . 

Reserve government resource s for act ivi t ies  that only the 
government can undertake while deregulat ing other areas to  
clear the way for private ini t iat ive . 

Maintain sound f oreign exchange , mone tary and f i s cal policies . 

Raise  the product ivity of producer s  of both food and export 
crops and by so doing encourage the maj ori ty of the country' s 
populat ion to remain in the rural areas . 

Promote only those indust r ies that make intens ive use of the 
resources that Papua New Guinea has in abundance . 

The main s pecific pol icy prescriptions that follow from 
general guidel ine s ( and that are d i s cus sed in more or less 
in the body of this report ) are : 

Law and Order 

these 
de tail 

Implement the recommendat ions of the Report on Law and Order 
that was publ ished by the Ins t i tute of  Nat ional Affairs . 

Resources for Development 

Raise  more internal revenue by broadening the tax base and by 
increas ing the general cus toms levy . 

Make more extens ive use of the f inancial and 
a s s i s t ance that is avai lable from aid agencies ,  
education , training and staffing as s i s tance . 

technical 
especially 

Let i t  be known that foreign inves tors in productive 
ent erprises  are welcome and simplify the procedures for 
es tablishing f oreign-owned bus inesses  and j oint ventures wi th 
local ent repreneurs . 

Encourage the recrui tment of compet ent expatriate managers , 
supervi sor s ,  trainers and t echnicians f o r  pos i t i ons f o r  which 
there are not yet enough qualif ied nat ional personnel . 
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General Economi c Policies 

Cont inue t o  reduce gradually the external value of the kina so 
as to s t imulate the p roduction of expo rts and import 
subs titutes and dis courage impor t s . 

Find ways to reduce real wages  in order 
country's int ernat ional compe t i t ivene s s  
agricultural e s t ate production . 

to increase 
in indust rial 

the 
and 

Res i s t  pr es sures to es tabl ish indus t ries that cannot compe te 
against imports without high tari f f s  or import res t rict ions . 

E f f i ciency of Government 

Rat ional i ze the current ly overlapping system 
provincial power-sharing so that the 
re sponsibilit ies for pol i cy implementation 
di fferent levels of  government is clear . 

of nat ional-
divis ion of  

be tween the 

Implement vigo rous ly the program of adminis trat ive ref orm that 
is under pre parat ion and sus tain it for whatever period may be 
required to ensure that the reforms are permanent . 

Implement also the reforms intended to imp rove the e f f i ciency 
of  the publi c service , and its re spons ivene s s  to the 
obj ect ives of economic growth and employment .  

Enact the Public Finances ( Management ) Bill 1 9 8 5  and the 
Publ ic Services ( Management ) Bill 1 98 5  that wi ll provide the 
legislat ive bas is  for these  ref orms . 

Increase the e f f i ciency of government owned 
ent erprises , and wind up or di spose of those  whose 
exi s tence cannot be j us t i f ied . 

Al locat ion of Gove rnment Resources 

commer cial 
cont inued 

Increase inves tment in inf ras tructure especially by improving 
the network of road s , bridges , ports and harbours . 

Raise the standard of agr icultural extens ion services and take 
advant age of the capacity of private organizations to provide 
these  services in particular crops or locat ions . 

Re form land policy and adminis tration by : repeal ing the 
Plant ation Redis t ribut ion Scheme ; adopting measures to ensure 
that run-down ag ri cultu ral e s t ates are rehabilitated ; 
improving procedures for the regi st ration o f  cus tomary land ; 
and st rengthening the Land s Department . 
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Undertake re search aimed at intens i fying food 
improving productivity in smallholder  commercial 
and cont roll ing pes t s  and diseases . 

product ion , 
agriculture 

Raise the standard of  pr imary educat ion and ext end it  to a 
larger group of chi ldren ; re-or ient courses at secondary 
s chools and po s t-second ary ins t i tutions to meet the needs of 
the economy for qual i f ied professional and technical 
personnel ; reform post-secondary educat ion to reduce 
ine f f i ciency and was t e ; and provide more fully for the 
education of girls and women . 

Adopt an o f f i cial populat ion control pol icy and implement it  
act ively through the health and educat ion services ; and 
recrui t and train more women to work in the program.  

Collec t , analyse and publish systemat i cally informat i on in 
areas where the data , on which gove rnment policies mus t  be 
based , are inadequate . These areas include the product ion of  
f ood for subsi stence and f or sale ; health , nutrition and 
mortality ; and household income and expenditure . Surveys of 
these  and other impor t ant subj ects  should be carried out at 
regular interval s ;  one-o f f  surveys are of less  value because 
they do not permit the observation of change s over t ime . 

Progre ss in these areas would enable Papua New Guinea to increase 
economic growth and employment creation and would lay the basis  for 
sus tained long-run devel opment . 
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PART 1 

THE GENERAL ECONOMY 





1 .  OVERVIEW 

Given the d i f f i cul t pol i t i cal and economic circums tances at the 
t ime of Independence in 1 97 5 , the management of the Papua New 
Guinea economy since then has been good . In the nature o f  such 
things , much of thi s report wi ll be devo ted to the areas in which 
there is  room for improvement . Never theless , it i s  important no t 
to lose sight of the many important successes  that have been 
attained . 

Background to Independence 

In the early 1 97 0 s  there was concern among the then adminis t rators 
and f oreign observers that the gaining o f  Independence might be 
accompanied by greatly increased tribal f ight ing and by 
sece s s ionist pres sures in the North Solomons and o ther 
provinces ( ! ) . There were even fears tha t  the country would 
experience civil war and authori tarian ,  poss ibly mil i tary , rule . 
Pre cedent s for such an outcome in African countries af ter 
Independence we re not hard to  f ind . 

In terms of economic management , as late as 1 97 2  the admini s t rat ion 
in Port Moresby lacked the ins t ruments and ins t itut ions by which 
nat i onal policy is framed and implemented . There was no nat ional 
currency and no means of  e f f e c t ing counte r-cycli cal f i s cal or 
monetary pol i cy or direct ing the use of cred i t . The small and 
fragmented monetary economy was owned and managed almost  ent irely 
by foreigners , the only important exception being the expand ing 
village product ion of export crop s . In FY 1 97 2  Aust ralian aid 
f inanced more than hal f  o f  public  expend i ture s . 

Many f ore ign observers expected that the economic consequences o f  
the wi thdrawal of  the colonial admini s t rat ion would b e  disas trous . 
The experience of o ther countries sugges t ed that a weak and 
ine f fective central admini s t rat ion might try t o  accommodate s trong 
dome s t i c  pressure s  by giving in to them , bankrupting i t se l f  in the 
proce s s . In the last year bef ore Independence , the government was 
forced to cope wi th mas s ive personnel turnover and the pol i t ical 
crises  of the cons t i tut ion , Bougainville and Papua Besena . 

Internationally the period around the t ime o f  Independence was the 
aftermath of the f i r s t  world oil  crisis , economi c rece s s ion and 
unprecedentedly high inf lat ion . Not having a separate currency , 

1 .  Thi s  sect ion draws on material f rom R. Garnaut , "The Framework 
of Economic Policy-Making" in J . A .  Ball ard ed . ,  Poli cy-Making 
in !. New State : Papua New Guinea 1 97 2-7 7 , St Lucia : 
University o f  Queens land Press , 1 98 1 . 
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Papua New Guinea had no means of insulat ing it self from these 
d isturbances and the Papua New Guinea inf lat ion rate reached 2 3  per 
cent in 1 9 7 4 . Many local people associated the rapid l o s s  of 
pur chas ing power o f  their money wi th self-government ; the Chief 
Mini s t e r ' s  of f ice in Konedobu was invaded for  this reason . Not 
unnaturally , the control of inf lation went to the top of the policy 
agenda . 

To make matters  wo rse , in the early 1 9 70s  the expatriate community 
was alarmed when any d i s cussion o f  the pos s ibil ity of mone tary 
independence aro se , and responded by send ing its saving s abroad . 
The re was fur ther mas s ive capi tal fl ight immediately bef ore and 
af ter currency separation from Aus t ralia on 1 January 1 9 7 6 . The se 
outf lows , which occurred at a t ime when Papua New Guinea' s export 
income was low , refle cted anxi e t ies about the po s s ib i l i t ies  of  
exchange cont rol and devaluat ion , Aust ral ian aid , the future o f  the 
Ok Tedi  gold and coppe r proj ect , the sece s s ion at tempt in 
Bougainville and the World Bank' s ini t ial caut ion about Papua New 
Guinea' s po s t-Inde pendence cred i t -worthine s s . 

In summary : at the t ime o f  Independence there were wides pread and 
serious doubts about the count ry' s pol i t ical and economic 
viabil i t y ;  the ownership and management o f  the mone tary economy was 
mos tly in fore ign hand s ; the ins tit ut ions requi red for the 
formul at ion and implement at ion of nat ional policy were no t yet in 
pl ace ; the educat ion sys tem was barely deve loped , especially at 
the post-secondary level ; and the e s t ablishment of a Papua New 
Guinea cur rency was greatly complicated on the one hand by the 
world oil crisis  and imported inflat ion , and on the other by 
mas s ive capi tal fl ight . 

Achievements 

In the face of these extremely d i f f icul t ini t ial cond i t ions , the 
pol i t i cal and economic achievement s of Papua New Guinea have been 
remarkable . In the po l i t i cal sphere , since Independence Papua New 
Guinea has expe rienced nine ye ars of uninterrupted democratic 
government , includ ing two peaceful changes of adminis t rat ion under  
a widely re s pec ted cons t i tution . The re is  an  o f f icial Parliamentary 
Oppo s i t ion wi th a recogni zed leadership and its own o f f ices . 
Inter-t ribal and inter-reg ional conf lict appears to be cons iderably 
less now than it  was at the t ime of  Independence . Papua New 
Guinea' s mi l i t ary forces have rema ined ent irely out s ide pol i t ic s , 
unlike those of many other deve loping countries . Throughout the 
per iod s ince Independence a f ree and independent pre s s  has 
exerci sed vigorous ly i t s  right to be cri t i cal of the gove rnment of  
the day . 

On the economic side there have also been many important 
achievements . Firs t , the ins t i tut ions requi red to  formulate and 
implement national pol i cy have been es tabl ished and , wi th some 
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exceptions , have worked we ll . Par t i cularly �oteworthy in this 
regard are the pl anning and budgetary mechani sms that have been set  
up  both to control the overall level of  government spending and to 
oversee i t s  allocation in accordance wi th nat ional priori t ie s . The 
f ears that a weak and ine f fective cent ral admini s t ration might 
capitulate to regional and f o reign interes t s  and bankrupt i tself 
have been groundles s . Many o ther count ries , developing and 
developed , have had l e s s  succe s s  in mainta ining f i scal discipl ine 
dur ing the late 1 9 70 s  and early 1 980s  than Papua New Guinea .  

Second , the direct ion o f  the nat ional economy i s  now firmly in 
nat ional hands . All mini s ters and permanent department heads are 
nat ionals . Expat riates cont inue to occupy important pos t s  in the 
admini s t rat ion , but they are no longer in the top pol icy-making 
po s i t ions . 

Thi rd , the dependence of Papua New Guinea on Australian budget 
support aid , while s t i l l  cons iderable , has f allen signif icantly 
during the las t decade . Compared wi th 53  per cent of total public 
expendi ture in FY 1 9 7 2 , Aus tral ian aid was expec ted to  f inance 28 
per cent of  such expend i ture in 1 9 84 . The reduced dependence on 
Aus t ralian budge t suppor t  has been in part permi t ted by an increase 
in foreign borrowing . 

Fourth , despite the fact that the nat ional and international 
environment f or such a step was s t rongly unfavourable , Papua New 
Guinea has succeeded in int roducing a new currency and having it  
widely accepted . Thi s has been achieved wi thout exchange controls 
having to be impo sed . As a resul t , there is  no black marke t 
premium for  f oreign exchange in Papua New Guinea and the kina is  
f reely convert ible . 

F i f th , and closely related t o  the succes s ful establishment of the 
currency , the Papua New Guinea in flation rate s ince 1 9 7 5  has been 
among the lowe s t  in the world . Given the inflationary s t re s s es 
that exi s ted at  the t ime o f  Independence , and the opennes s  of the 
economy which make s it potent ially highly vulnerable to  impo rted 
inflat ion , this i s  a considerable achievement .  

Sixth , Papua New Guinea has set up effective commodity 
s t abil i zat ion s cheme s that have helped to iron out the ext reme 
fluctuat ions in earnings to producers and in government revenues 
that o therwise would have occurred whi le faci l i tat ing adj us tment to  
changes i n  long- term price trends . The Mineral Resources 
Stab i l i zat i on Fund has been s imilarly wel l  des igned and , wi th the 
exception of a couple of years , well operated , reducing the 
f luctuat ions in government revenues from minerals that otherwi se 
would have occurred . 
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Seventh , al though the data are pat chy , it seems clear from 
impre s s ioni s t i c  evidence that the bene f i t s  of development have been 
s pread quit e  widely ,  if  unevenly , throughout the economy . More 
than three-quarters of all village households now rece ive some cash 
income , whe ther  i t  be from growing and selling tree crop produc t s , 
food and betel nut , working for wage s ,  engag ing in trad ing and 
other small ent repr eneurial activi t ies , or rece iving remi t t ance s 
f rom relat ives who are working in the towns or in other province s .  
Compared wi th a de cade ago , large numbers o f  vil lager s  now have 
improved acces s  to t ranspor t ,  educat ion for the ir chi ldren and 
he al th care . 

An eighth achievement since Independence has been the flexib i l i ty 
of poli cy-making in the f ace of changing circums t ance s .  In the 
early 1 9 7 0s ,  i t  was widely taken for granted bo th in Papua New 
Guinea and e l s ewhere that economic growth would come almo s t  
automa t i cally and that  what mat t ered was the form that it  would 
take and the d i s t r ibut ion of the resul t ing bene f i t s . Much of the 
world had enj oyed rapid growth for two decades or more , whi le in 
Papua New Guinea real growth in Gross Nat ional Product ( GNP ) 
averaged ove r 1 0  per cent a year from FY 1 9 6 3  t o  FY 1 9 7 3 . The 
pre s t igious vis i t ing Faber mi s s ion , af ter point ing out that 
expatriates had hi therto gained a larger than proport ional share of 
the bene f i t s of  growth in Papua New Guinea , sugges ted in 1 9 7 3  that 
some thing like the Eight Aims could be achieved while GNP cont inued 
to grow at 7-9 per cent a year in cons tant price s ( l ) .  Thus , it is  
understandable that the top priori t ies of the Government at the 
t ime of Independence were not growth and employment creat ion but a 
rapid increase in the proport ion of the economy under the cont rol 
of Papua New Guineans , greater sel f-reliance , and a more equal 
d i s t ribut ion of the bene f i t s  of development . 

As elsewhere , i t  took some t ime in Papua New Guinea f or the 
worldwide drop in growth rates  to be recognized as some thing other 
than a purely temporary phenomenon . Once this recognit ion 
occurred , the Gove rnment moved decis ively to adj us t to the changed 
cir cums tance s .  Since growth and employment cre�t ion can no longer  
be  taken for  granted , they have now been given higher prio r i ty 
among the Government ' s  obj ective s . The pol i cy review that has been 
ini t iated in an attempt to red irect emphasis  towards the se two 
goals has been a wide-ranging and fundamental one involving all 
depar tment s of the Government and extens ive consul tat ions wi th the 
private sector as well . 

1 .  Overseas Development Group , Unive rsity of East Anglia , 
'A Repor t on Development St rategies for Papua New Guinea' ( The 
Faber Repor t ) , Port Moresby , 1 9 7 3 . 
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In summary , s ince Independence : 

poli t i cal and economic s t ab i l i t y , which were by no means 
assured , have been achieved and maintained ; 

the direct ion of  the economy , the socie ty and the pol i ty have 
been placed f irmly in nat i onal hand s ; 

the ins t i tut ions of economic policy-making 
established and have operated e f fectively ; 

have been 

a new currency has been succe s s fully int roduced and its  value 
has been maint ained wi thout the need for exchange control s ; 

at a t ime of  world-wide inf lat ion , inf lation rates have been 
kept low;  

effective commod ity and mineral s tabi li zat ion schemes have 
been e s tablished ; 

the bene f i t s  of  development have been s pread qui te wide ly , i f  
unevenly , among villagers as well as townspeople ; and 

po licy makers have shown flexibility in respond ing to chang ing 
internat ional and nat ional circums tance s .  

These are indeed impre s s ive achievement s .  Never thele s s , there 
remain serious economic , admini s trat ive and social problems which , 
if not resolved or amel iorated during the next few years , threaten 
to abort the succes se s  of  the f ir s t  decade . 

Unresolved Problems 

The wage structure in Papua New Guinea is  far out of  line wi th the 
country' s labour productivity and wi th real wages in compe t ing 
nat ions . This consequence of  Papua New Guinea' s  colonial heritage 
did not cause much of a problem before Independence when 
unemployment among nat ional s was no t signi fi cant and growth 
prospects looked bright . Now , however , with unempl oyment more of  a 
problem and the prospe c t s  for growth dimmer , i t  is cruc ial that  
real  wage s be brought into  line wi th productivi ty .  

A second central problem i s  Papua New Guinea' s shortage o f  ski lled 
and trained people . It is  under s t andable that there should s t i l l  
b e  such a shortage ; in some areas of the country formal educat ion 
has exi s ted for only a single generation . Neverthele s s , if the 
rate of economic growth is  to be raised and more j obs are to be 
created , a signi f icant increase in the quality and quantity of 
education and t raining services wil l  be needed . 
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Third , there is  a shortage of resources for development . This 
means that the government will have to rest rict i t se l f  to the 
provi sion of goods and services that the private sector would be 
unlikely to provide ( such as roads , social services and special 
a s s i s t ance to disadvantaged groups and areas ) while removing the 
imped iments t o  private sector growth and employment creat ion . The 
Government wi ll also need to f ind ways of rai s ing more internal 
revenue and making fuller use for the count ry' s  development of 
available aid and f oreign inves tment . 

Fourth , the Government needs t o  find e f fective ways of increas ing 
employment and income-earning opportuni ties  in rural areas , the reby 
reducing the incent ive for  rural people t o  migrate to the t owns . 
In the longer term ,  an act ive family planning program would help  to  
l imi t the numbe r of future ent rants to  the labour marke t . 

Fifth , the Gove rnment needs to s t em the t ide of lawlessne s s  that  is  
giving the count ry a bad image and discouraging potent ial inves t ors 
and individual s who might be wil l ing to offer their service s . It  
is no t ne ce ssary to elaborate the point in this report as i t  has 
been the subj e c t  of  a re cent thorough s tudy spons ored by the 
Ins ti tute of Nat ional Af fairs ( ! ) .  Among the principal 
recommendat ions of that s tudy are that a new policy is required 
which recogni zes the importance of inf ormal and community 
ins t i tut ions in maint aining law and orde r ; that gove rnmental 
ins t i tut ions and service s , inc lud ing the po lice , learn to support 
the communi ty' s own resources for set t l ing di sputes and hand ling 
o f f ence s ; and that village courts  be developed t o  complement and 
support  these  community s t ructure s .  

Sixth , a solution needs to be found to land problems that i s  
compat ible wi th the trad i t ional sys t em of  land owne rship . 
Inab i l i ty t o  ob tain land qui ckly is  an important hindrance t o  
inves tment both f o r  rural development and i n  urban areas . 

Seventh , pre ssure s are mount ing to e s t ablish highly-protec t ed local 
indus tries that wi ll create l i t t le local employment at high cos t  to 
the consumers and indus trial users of  the goods so produced . It  is  
important that the Gove rnment res i s t  the s e  pressures so that Papua 
New Guinea can avoid build ing up what many other develo ping 
countries have found later is a mi lls tone around their necks : an 
ine f f icient indus trial s t ructure that hampers deve lopment and 
lowe rs the wel f are of all c i t i zens except tho s e  empl oyed in the 
ent e rprises conce rned . 

1 .  W .  Cli f ford , L .  Moraut a and B .  Stuart , ' Law and Order in Papua 
New Guinea' , 2 vo ls , Port Mo resby : Ins t i tute of Nat ional 
Affairs , 1 984 . 
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E ighth , the need to improve the management o f  the public sector , 
s impl ify government regulat ions and procedure s , and s trengthen the 
capac i ty of  the public service to  implement policy is widely 
recogni sed in Papua New Guinea . A comprehens ive program of 
admini s trat ive and f inancial reforms is being prepared , which wi ll 
require sustained suppor t  i f  the reforms are to  be accomplished . 
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2 .  PR.OGUSS TOWARDS RATIONAL GOALS 

The central obj e c t ives of economi c po l i cy in Papua New Guinea since 
Inde pendence may be summarized broadly as follows : 

Equi t able dis t ribut ion of the bene f i t s  of development 
movement towards equalizat ion of income s among people , 
equalizat ion of servi ces among d i f f erent areas of the 
count ry , and a rise in the share of aggregate income 
accruing to P apua New Gui neans . 

Self-reliance and economic independence - increased 
ownership and cont rol of the e conomy in nat ional hands 
and an increased capacity for mee t ing government spending 
needs f rom local revenue . 

Exte rnal balance - balance in the country' s external 
account s ,  or the maintenance of free conve rtibi lity of 
dome s t i c  into fore ign currencies wi thout exces s ive 
fore ign borrowing . 

Employment 
persons who 
avai labl e . 

balance - balance between 
want wage j obs and the 

the numbe r  of 
number of j obs 

Price s tabi l i ty - a low rate of  increase of average 
price s . 

More recent ly , as the terms of reference of  this review indicate , 
there has been a shi f t  in emphasis among the Government ' s  
priori t ies . The two goals that have received greates t emphas i s  in 
the last year or two are : 

Growth in output per head and in average standard s of 
living ; and 

Growth in productive employment opportuni t ies  to ensure 
that the rapidly increas ing numbers of youths and young 
adul t s  are able t o  f ind j ob s . 

In thi s chapter , an attempt is  made to  as s e s s  Papua New Guinea' s 
progres s  s ince Independence towards these obj e c t ives . 
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Growth in Output per Bead 

If growth in real GDP ( 1 )  per head is  taken as the measure of  
economic growth , Papua New Guinea' s performance s ince Independence 
has been disappoint ing . 

Accord ing t o  o f f icially publi shed data , real GDP ( GDP adj usted for 
the ef fects  o f  changes in prices ) was the s ame in 1 9 7 9  and 1 98 3  as  
i t  was in FY 1 9 7 6  immediately af ter Independence . 

Given that populat ion appears t o  have been growing by at least 2 . 3  
per cent a year , thi s implies that the average rate of  growth of  
GDP per head f rom Independence t o  1 983  was about -2 . 3  per cent a 
year . Provisional f igures for 1 9 84 sugges t  that the real GDP rose 
by about 4 . 9 per cent in that year , or by about 2 . 6 per cent a 
head . 

As both compilers and users of Papua New Guinea nat ional account s 
data agree , o f f i cially publ i shed nat ional accounts data for the 
period immediately af ter  Independence are mi s lead ing . In an 
at tempt to overcome thi s problem , Garnaut and Baxter  have publi shed 
a revised set of  GDP growth rate data for the ye ar s from 
Independence to 1 98 1 ( 2 ) . They f ound that real GDP increased by 1 . 9 
per cent a year between FY1 9 7 6  and 1 9 8 1  compared wi th an increase 
of  0 . 1  per cent a year in the o f f i c ially publi shed f igure s . I f  the 
Garnaut-Baxter figures for 1 9 7 6-8 1 are combined wi th the o f f i cial 
f igures for 1 982-84 , real GDP growth i s  seen t o  have been 1 . 4 per 
cent a year during 1 9 7 6-83 , or  about 2 . 0 per cent during 1 9 7 6-84 . 

1 .  GDP is the sum o f  the value o f  all goods and servi ces produced 
wi thin the count ry . It  includes goods that are sub sequently 
exported and services that are provided t o  non-re sident s , but 
does not include imports . 

Real GDP is  the same sum measured in cons tant prices , that is , 
dis count ing the e f fects  o f  inf lation . 

Marke t GDP compr ises only those good s and services that are 
sold for cash.  In Papua New Guinea , it the re f ore excludes the 
substant ial share of produc tion tha t is  consumed directly by 
the producers ( subs i s tence ) .  

2 .  R.  Garnaut and P .  Baxter , in consultat ion with A .  Krueger ,  
Exchange Rate and Macro-economic Pol i cy in Independent Papua 
New Guinea , Port Moresby : Department of  Finance , 1 983 . 
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Tab l e  2 . 1  

Ra te s o f  Growth o f  Gr o s s  D ome s t i c  P roduc t ,  
Deve lop ing C oun t r i e s , 1 9 7 6-83 

All deve lop ing c ount r i e s  

N on-o i l  deve lop in g  c ount ries 

L ow in c ome c oun t rie s  

Excluding China an d Ind ia 

Dev e l o p in g  c o un t r i e s  in : 

Afr i ca ( excludin g  South A f r i ca ) 
As i a  

Europe 

Middle Eas t  

We s t e rn Hemisphere 

P apua New Guinea 

Per cent 
a year 

2 . 6  
4 . 1  
5 . 7 
3 . 6  

1 . 9 
6 . 2  
2 . 9  
5 . 7  
2 . 6  

1 . 4  

Source s : Int erna t ional Mone t ary Fund , Wo rld E c onomic 
Out look , Wash in g t on D . C . , S e p t . 1984 . P apua 
New Guinea : e s t imat ed on the b a s i s  of rev i s e d  
na t ional ac c oun t s  dat a .  

Whi chever set o f  data is  used , a t  this aggregate level it  i s  clear 
that Papua New Guinea' s e conomic performance has not been good . 
GDP has been growing more slowly than population , which means that 
( on thi s measure ) output per per son has been declining . Further , 
on mos t  relevant international comparisons , Papua New Guinea has 
done cons ide rably less  well than average ( see Table 2 . 1 ) .  However ,  
although this asses sment is probably correct , the data on income s 
are less  reliable in Papua New Guinea than in most deve loping 
count ries owing to the impo rtance of sub s i s t ence agri culture , the 
s cale and value o f  which can only be e s t imat ed . This problem is 
discussed in more detail later in the report . 
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Export Prices and the Terms of Trade 

The terms of  t rade ( the rat io of export prices to  impo rt price s ) 
cannot be held responsible for the poor growth of  output in the 
second half of  the 1 9 7 0 s . On the contrary , the terms of trade 
improved by 54 per cent be tween FY 1 97 6  and calendar year 1 9 7 7 , and 
were a f ract ion higher than the 1 9 7 7  level in 1 9 7 9  ( see Chart 2 . 1 ) .  
S ince the late 1 97 0 s , however , a sharp decline in the prices of  the 
me tals and tree crop produc ts  that Papua New Guinea expor t s  has no 
doubt hampered growth .  On balance , despite the recovery that 
occurred in 1 98 3-84 , the terms of t rade in these  two year s were 
about 27 per cent worse than they had been in 1 97 9  and 23 per cent 
wo rse than they had been on ave rage in 1 9 7 7- 7 9 . The ext reme 
volat i l i ty of the price s  of Papua New Guinea' s  main expor t s  may be 
seen in Char t s  2 . 2-2 . 4 .  

Chart 2. 1 I nd ices of th e Terms of Trade, 1 976-83 ( 1 980= 1 00 )  
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Chart 2.2 Pr ices of Coffee, Cocoa, Copra and Tea , 1 975-84 
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Chart 2.3 Pr ices of Copra O i l ,  Pa l m  O i l  and Logs, 1 9 75-84 
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Chart 2.4 Pr ices of Copper and Gold , 1 975-84 
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Goveroaent and Bougainville 

The above measures of the growth of agg regate output are dominated 
by the relat ive s t agnat ion of the publ ic  sector and of output at 
the Bougainville mine . One of  these was cons t rained as a result of 
decl ining Aus t ralian aid , especially dur ing 1 9 7 7-83 ; the o ther was 
hampered by an unexpectedly rapid decl ine in mineral ore grades 
from 1 980 onwards . To get an idea of  the rate of  growth of  the 
non-Bougainville private sector since Independence ,  Garnaut and 
Baxter e s t imated the growth of real GDP exclud ing the gove rnment 
sector and Bougainville mining product ion for the pe riod FY 1 9 7 6  to  
1 9 8 1 . They f ound that the rate of growth of output was 3 . 2  per 
cent a year , compared wi th 1 . 9 per cent a year when the public 
sector and Bougainville are included . These e s t imates sugges t  
that , a t  least through 1 9 8 1 , the rate o f  growth o f  income s i n  the 
non-Bougainville pr ivate sector was somewhat greater than the rate 
o f  growth of  population , tha t is , that ave rage incomes in the non
Bougainville private sector were r i s ing . 

Social Indicators of Living Standards 

Data on GDP per head are not the only available ind i cators of  
change s in living standard s .  Evidence o f  a different and 
complement ary kind is avai lable from social ind icators . This 
evid ence is examined in more de tail later in the repo rt ( Chap ter 
1 3 )  but in brief : 

Li fe expec tancy at birth increased by 23 per cent between 
1 9 7 1 and 1 980 , reaching SO years in 1 980 . The mos t  
impo rtant determinant s o f  life  expectancy a t  birth are 
inf ant and child mo rtal i t y .  Inf ant mor t ality de creased 
by 46  per cent dur ing 1 9 7 1 -80 , reaching 72 per thousand 
in 1 980 . Child mo rtal i ty decreased by 5 1  per cent during 
the same period , reaching 4 5  per thousand ( see Table 
2 . 2 ) . Such f igures indicate that , while Papua New Guinea 
has no t ye t caught up wi th o ther developing count ries in 
its income group , there were s igni f i cant improvement s in 
the nat ion' s s t andard of health during the 1 9 7 0 s . 

The proport ion of children aged 7 - 1 2 enrolled in 
communi ty schools increas ed from 56 per cent in 1 9 7 5  to 
60 per cent in 1 983 , al though actual attendance is lower . 
Whereas in 1 9 60 only 1 per cent of secondary school age 
chi ldren attended high s chool , by 1 984 enrolment s were 
about 14 per cent . There is  l i t tle evidence as to  what 
has happened t o  the leve l o f  l i t e racy over time , though 
it is to be assumed that it has increased somewhat . 
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Tab le 2 . 2  

S oc i a l  I n d i c a t o r s  o f  Change s in L i v i n g  
S t andar d s , 1 97 1-80 

1 980 

Li fe expec tan cy at b i rth (year s )  5 0  
Li fe expec tancy at a ge 2 5  (year s ) 35 
In fan t mor ta lity (per  thous and) 7 2  
Chi ld mortality (per  thousand ) 4 5  

Chan ge 
197 1-80 

+2 3% 
+10% 
-46% 
-5 1% 

S ource : Chr i s t ine McMurray , "Recen t Demography of  
Papua New Guinea" , background paper 
prepared for this review , 1 985 . 

The ext ent o f  ma lnutrition d i f fers  among and within 
provinces and at d i f ferent t imes of  the year . I t  appears 
to be grea te s t  in isolated set t lement s and also in areas 
in whi ch there is  pressure of  populat ion on available 
land . Unt il  the result s  of a recent national survey of 
nut rit ion have been publi shed , the extent of  malnutrit ion 
wil l  not be known precisely . But prel iminary impressions 
and the comment s of  competent observers sugges t  
that the general s t andard of  nut ri t ion i n  Papua New 
Guinea has improved . 

Changes in Village Living Standards 

Al though it is d i f f i cult t o  document with f igures , there have 
clearly been important changes in village living standard s in Papua 
New Guinea over the last de cade . Since 85 per cent of Papua New 
Guineans live in villages., it is important that these changes  be 
taken into account . 

Between 1 9 66 and 1 9 80  the proport ion o f  cash earne rs wi thin the 
e conomical ly act ive population rose from less  than half to about 
three-quarters . More than hal f  of  all village households now earn 
some income f rom selling t rad i t i onal vegetables and f ruits , about 
half sel l  coffee , 19 per cent grow copra and 13 per cent grow 
cocoa . In general , smallholder income s f rom the product ion and 
sale of cash crops have increased sign i f icantly f as ter than the 
rate of population growth .  

An add i t ional source o f  cash for village householders is 
remi t t ances f rom relat ives working outs ide the vil lage . Thi s  is of 
par t i cular signifi cance in parts  of  the country where average rural 
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incomes are low and / or populat ion pres sure on avai lable land is 
high and hence out-migrat ion has been high . 

In general , acro ss most  par ts  of the country , vi llagers now have 
better acces s to trans port , heal th servi ces and educat ion for the ir 
chi ld ren than they d id a decade ago . Improvement s  in roads have 
brought wi th them an inc rease in the number of  vill age-owned trucks 
and passenger motor vehicles , and have been the principal means of 
enabl ing the increase in village cash cropping that has taken 
pl ace . 

The fac t  that a generat ion wi th at leas t a rud imentary educat ion 
has now grown up in the vil lages has helped vil lage people to own 
and run an increas ing number of trade s tores . This , in turn , means 
that villagers in many parts of the country now have be t ter access 
to a balanced diet , s ince t inned meat , t inned f ish and rice are now 
mo re eas ily available . They also have easier access to soap , 
ke rosene for lanterns , bat teries for torches and rad ios , and the 
like , all of  which have brought small but important improvement s in 
living standards . In general , there are now more people in the 
villages who have an unders tand ing of how the modern e conomy works 
and are therefore able to take par t in i t . 

In some areas , cash incomes have been used to upgrade vil lage 
hous ing st andards , includ ing an increase in the use of semi-
permanent build ing mate rial s . Acros s  much of  the count ry , people 
are now able to  spend more on clothing than they could a decade 
ago . 

The improvements that have t aken place in village living standards 
have not been spread evenly across the country , and in mo s t  areas 
vil lagers would like progress to be fas ter . Nevertheles s , in a 
country which is  in most respect s j ust  beg inning t o  develop , small 
improvements such as these  spread widely acro s s  the populat ion mark 
the beginnings of sus tained , relat ively equi table economic growth . 

Distribution of the Benefits of Development 

Available evidence sugge s t s  that there has been a s teady inc rease 
in the proport ion of  dome s t i c  product in the mone tary sector 
accruing to Papua New Guineans , and that money income s earned by 
nat i onal s have grown much more rapidly than GDP . For example , 
be tween FY 1 9 7 4  and 1 9 8 1 , total earnings o f  nat ional employees in 
money terms grew at about three t imes the rate o f  that of  
expatriat e s . Thi s cont ras ts  wi th the experience o f  the 1 9 60s and 
early 1 9 7 0s , when the proport ion o f  the GDP accruing t o  nat ional s 
decl ined . As a crude e s t imate and dis regarding sub s i s tence output , 
the GDP accruing directly to nationals appears to have grown by 
some thing like 10 per cent a year in real terms be tween FY 1 9 74  and 
1 9 8 1 . 
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Wage and salary different ials among Papua New Guineans wo rking 
wi thin urban areas have been reduced cons ide rably , but the gap 
be tween urban and rural wages for  unskil led workers has inc reased . 
The rapid rise in urban wages  has cos t  many j obs , increas ing the 
disparity be tween those  for tunate enough to obtain a j ob and the 
unemployed . 

There has been a more equal dist ribut ion of some gove rnment 
services among regions and provinces s ince Independence . For 
example , differences among provinces in the percentage o f  school 
age chi ldren enrolled in community s chools are s igni f icantly le s s  
now than they were a t  Independence , which implies that there has 
been an increase in equal ity of educational oppor tuni ty . 

In the rural sector , average incomes have risen much more rapidly 
in the success ful cash cropp ing provinces ( e . g .  parts o f  the New 
Guinea island s and the highlands )  than in provinces where , because 
o f  physical isolation or unsu i t able land , cash cropping has been 
l e s s  wides pread ( e . g .  parts of  the Papuan coas t ) .  In add i t ion , 
wi thin mos t  province s ,  some areas have advanced more rapid ly than 
o thers . This increasing disparity of incomes is observed in most  
countries at the earl iest  stages of  economic development . The 
dispari t ies  observed to date in Papua New Guinea are still  small by 
the s t andards of many count ries ( e . g .  in Lat in Ame rica ) . 

Overal l , then , inequal ity has decreased in some senses ( Papua New 
Guineans now rece ive a larger share of the nat ional pie , an 
increas ing proport ion of nationals has access to a cash income , 
intra-urban d if ferences in wages  among Papua New Guineans have 
decl ined , and communi ty school educat ional opportuni t ies  are 
d i s t ributed more equally acros s  the count ry ) , but it has increased 
in o ther respects  ( urban-rural d i f f erences have increased and some 
areas have developed f a s t er than o thers , as is to be expected ) .  

Self-Reliance and Economic Independence 

The Aus tralian budget support grant to  Papua New Guinea decl ined by 
over 20 per cent in cons t ant prices in the f i r s t  hal f-de cade after 
Independence ( see Table 2 . 3 ) . However , this  decline has been 
hal ted in the 1 9 80s . In cons tant dollars the budge t suppo rt grant 
in FY 1 9 85 was only marginally below that of FY 1 982 while in 
cons tant kina the grant in 1 984 was the same as that in 1 9 80 .  
Aus tral ian budge t support  as a proport ion of  total Papua New Guinea 
budget expend i ture decl ined f rom 43 per cent in FY 1 9 7 7  to  29  per 
cent in 1 984 ( see Table 2 . 4 ) . This  appears to  ref lect an 
impre s s ive increase in f i s cal self-rel iance , but other evidence 
points to a more mode s t  improvement . First , almo s t  the ent ire 
decl ine had occurred by 1 980 ; since that year budget support  as a 
proport ion of spending has remained approximately cons tant . 
S econd , budge t support as a percent age o f  total budge t  rece ip t s  has 
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Tab le 2 .  3 

Aus tralian Gran t -In-Aid t o  Papua New Guinea ,  FY 1 9 7 6-FY 1 9 8 5  

Y e a r  

FY 1 9 7 6  

FY 1 9 7 7 

FY 1 9 7 8  

FY 1 9 7 9  

FY 1 9 8 0  

FY 1 9 8 1  

FY 1 9 8 2 

FY 1 98 3  

FY 1 9 84 

FY 1 9 8 5  

Cons tan t  
A$ a 

( mi l l i on s )  

2 00 

2 7 1  

2 6 1  

2 5 9  

2 44 

2 3 2 

2 19 

2 14 

2 1 9  

2 16 

% change 

n . a .  

+35 . 7  

- 3 . 9  

- 0 . 7  

- 5 . 8  

-4 . 9  

- 5 . 8  

-2 . 3  

+2 . 5  

- 1 .  4 

Con s tan t  
Year kina 

b ( mi 11 i on s ) 

FY 1 9 7 6  n . a .  

FY 1 9 7 7  1 7 6  
c n . a .  

1 9 7 8  1 6 3  

1 9 7 9  15 7 

1980 140 

1981 1 3 6  

1 9 8 2  131 

1983 138 

1984 140 

Per cent 
change 

n . a .  

n . a .  

n . a .  

- 7 . 6  

- 3 . 3  

-10 . 7 

- 3 . 3  

- 3 . 7  

+5 . 5  

+ 1 . 2  

a
Current va lue s def l ated by Au s t ral ian consumer p r ic e  inde x ,  in 
FY 1 9 8 1  p r i ce s . 

b 
Curr ent values d e f l a t e d  by Papua New Guine a c onsume r p r i ce index , 
in FY 1 9 7 7  p r i ce s . 

c
Du ring 1 9 7 7 , Papua New Guinea changed to a c alendar year b a s i s  f or 
s ta t i s t ic a l  re c ord s and the b udge tary p ro ce s s . 

S ou rce : 

decl ined 
in 1984 , 
although 
achieved 
support 
deficits  

Da ta sup p l ied b y  the De p ar tment of Finance , Canberra , A . C . T .  

s omewhat le s s , f rom 4 4  per cent i n  FY 1977 t o  3 4  per cent 
the 1984 f igure be ing the s ame as  that for 1980 . Third , 
signifi cant increases in gove rnment internal revenue were 

during 1977-8 1 ,  the main o f f se t  for the decline in budget 
has been an increase in foreign borrowing to cover budget 
( Table 2 . 4 ) . 

Self-rel iance in Papua New Guinea means not only rai sing the degree 
of  f inancial independence but also increas ing reliance on local 
entrepreneurship and skilled labour . S ince Independence , there has 
been increas ing nat ional ownership , private and publ ic , in areas of 
bus iness  that were forme rly the exclus ive preserve of expatriate s . 
In the publ i c  service and in private firms cons iderable progres s  
has been made i n  replacing expat riates wi th nat ionals ,  especially 
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Table 2 . 4 

Papua New Guinea Fiscal Sel f-Rel iance, FY1976-1984 

Australian budge t  A s  p e r  cent of 
support as per cent o f :  gove rnment expenditure 

Budge t 
Tot al Total support p lus 
budget budge t Government gove rnment 
rece ip ts exp enditure b orrowing b orrowing 

FY1976 38 34 11 46 

FY1977 44 43 3 46 

1978 39 37 4 41 

1979 38 34 12 46 

1980 34 2 9  13 43 

1981 32 28 13 41 

1982 33 28 14 42 

1983 33 30 10 40 

1984 34 2 9  13 43 

Source : Bank o f  P�pua New Guinea, Quarterly Economic Bullet in . 

In ternal 
revenue 

5 4  
5 4  
5 9  
5 4  
5 7  
5 9  
58 

60 

57 

cons idering that the Univers ity of Papua New Guinea produced its 
f i r s t  graduates as recently as 1 9 7 2 .  At the s ame t ime the sources 
of expatr iate workers have become more diverse . Before Independence 
the vas t maj ority were f rom Aus t ralia; s igni f icant numbers are now 
recruited f rom the Uni ted Kingdom, New Zealand, and South and 
South-East As ia . 

The increas ing localizat ion of the public sector has not been 
wi thout cos t  in terms of e f f iciency . A number of Papua New Guinea 
nationals now s ay that, although it was important for reasons of 
national self-e s teem to localize j ob s  r apidly af ter Independence, 
the proce s s  went too far too fas t . It would be a s ign of nat ional 
maturity, they argue, if the P apua New Gu ine a Gove rnment were to 
invi te a limi ted numbe r of expatriates to do ce rtain key j obs that 
are currently not be ing done as well as they might be . Examples 
include training and supervi s ing teache rs and agricultural 
extension workers , and improving the quality of ins t i tut ions of 
pos t-secondary education .  

External Balance 

Papua New Guinea' s balance of payment s was s t rong in the 1 9 7 0s, 
weakened markedly in the e arly 1 9 80s, and has been recove ring s ince 
1 9 82 ( see Chart 2 . 5) .  
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Chart 2.5 Ba lance of Payments and External  Debt, 1 976-83 
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a P ubl ic and pr ivate debt service a s  per cent o f  current a ccount receipts. 
b Publ ic  debt service as per cen t of exports of goods and services. 
c P ub I ic debt service as  per cent of cu rrent account  receipts. 

Sources: Data provided by the Papua New G u inea a u thorit ies, a nd I nternational Monetary F u nd !nternational 

F i na ncial Statistics .  

In the 1 97 0 s , the t rade account of  the balance of payments was 
sub s tantially in surplus . The current account was also in surplus , 
albe i t  to a lesser  extent , because growing def i c i t s  on the services 
and private t ransfer  accounts were only part ially o f f se t  by foreign 
aid receipt s . Fore ign borrowing was moderate ,  mos t ly proj ect
s pecific  and on conces s ional terms , and the debt servicing burden 
remained low.  Int ernational reserves rose to  keep  pace wi th impo rt 
growt h .  During mos t  o f  thi s  period , the Government ' s  f i s cal policy 
was succe s s ful in maintaining external balance . At the same t ime , 
relat ively f avourable price devel opments in maj or export markets  
had a s trengthening ef fect  on  the balance of  payment s .  The 
count ry' s exte rnal s t rength was attained wi thout t ight cont rols on 
foreign payment s ,  which sugges t s  that the economy was in external 
balance . 

46 



In the early 1 980s , the external trade account turned into a 
s i zeable de f i c i t .  The turnabout was even more pronounced on the 
current account because furthe r  increases in service and trans fer 
payment s we re associated with a leve l l ing off  of  foreign grant 
rece ipt s .  By 1 9 8 1 , the current account deficit  had widened to 
almo s t  2 1  per cent of GDP . The deficits  were f inanced by high 
leve l s  of fore ign borrowing , includ ing government borrowing f rom 
commercial source s , and by moderate drawdowns from o f f icial 
reserves . 

The weakening in the balance of payment s dur ing 1 9 80-82 was mainly 
the resul t of a sharp deteriorat ion in the external terms of t rade . 
Moreover , dome s t i c  demand remained s t rong af ter the terms of trade 
weakened , re flect ing momentum gained during the ear lier boom and 
some delay in adj us t ing to a policy of f is cal rest raint . The 
current account deficit  remained at 20 per cent of GDP in 1 98 2  and 
was s t i l l  1 6  per cent of GDP in 1 983 , partly because of heavy 
import and service payment s f o r  Ok Tedi development which we re 
f inanced by long- term private capital inf lows ; excluding these 
t ransact ions , the current deficit  was subs tant ially lower in each 
of these  years . 

Mainly as a result of a rebound of 7 per cent in the terms of trade 
( an improvement in export prices of 6 per cent and a decl ine in 
import prices of 1 per cent ) ,  the trade and current accounts 
s t rengthened in 1 98 3 .  Nevertheless , the terms of  trade index 
remained sub s t antially below the level prevail ing in the late 
1 9 70s . Volume changes barely af fected the trade balance in 1 983 
because of  a mat ching 3 per cent increase in export and import  
volume s . 

Prel iminary data for 1 9 84 ind i cate that the improvement s of 1 9 83 
have cont inued . During the f i r s t  nine months of the year , the 
aggregate value o f  Papua New Guinea' s exports increased by 1 3  per 
cent . This was the result of an increase of 74  per cent in the 
value of agr i cul tural expor t s  ( re f lecting both price and volume 
increases ) which was no t ful ly o f f set by a reduct ion of 1 9  per cent 
in revenue from mineral expo r t s . Imports , by contrast , had ye t to 
recover s t rongly from the stable level of  recent years . 

De spite the improved performance of 1 9 83-84 , the med ium term 
out look for the balance of payment s is  no t bright . The prices of  
tree crop products  seem unl ikely to re turn in the second half  of  
the 1 980s to their level of  the late 1 9 7 0 s , there are few signs of  
recovery in the all-impor t ant prices of copper and gold , and Ok 
Ted i no longer looks l ike the bonanza that it once seemed to be . 

Partly as a result o f  the Government ' s  cont inued borrowing abroad 
to cover its  budge t def i ci t , Papua New Guinea' s l evel of f ore ign 
exchange re serves remains healthy . In late 1 984 , reserves were 
suf f i cient to  cover 7 . 4 months'  imports ; thi s was the highest  
reserves to  impor t s  rat io since Independence .  
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External Debt 

Ext ernal debt has been ris ing rapidly in re cent years ( see Chart 
2 . 5 ) , wi th debt owed t o  private sources outs t r ipping debt to 
o f f icial sources . By 1 983 , out s t and ing disbursed external debt 
amounted to  about 70 per cent of  GDP . About half of  this debt was 
owed by the private sector , almo s t  70 per cent be ing related to the 
Ok Tedi mining proj ect . 

Like total external debt , the debt service ratio has been ris ing . 
For public debt , the rat io o f  debt service payment s to exports of  
goods and services mo re than doubled f rom 4 . 7  per cent in 1 9 80 to  
1 0 . 5  per cent in 1 982 and remained at  about the 1 98 2  level in 1 9 83 
and 1 9 84 . The rat io of  public debt servi ce payment s to  current 
account re ceipts  ( includ ing grant aid ) also rose rap idly from 3 . 8  
pe r cent in 1 9 80 to 7 . 5 per cent in 1 982  and had reached 7 . 8 per 
cent by 1 984 .  

The rat io o f  private debt service payment s t o  current account 
rece ipts rose more than fourfold from 3 . 3  per cent in 1 980  t o  1 4 . 7  
per cent in 1 9 83 ; and the ratio o f  total ( publ ic  plus private ) 
debt service payment s to current account receipts  rose threef old 
from 7 . 1  per cent to 22 . 3  per cent between 1 980 and 1 9 83 . The 
fastest  growing component in thi s lat ter increase was int ere s t  
payments , which r o s e  from 2 . 4 p e r  cent of  current account rece ipts 
in 1 9 80 to  nearly 1 0  per cent in 1 98 3 . Thi s re fle cted part ly the 
high levels of intere s t  rate s  in international f inanci al market s  
and partly the r i s ing share of  commercial debt , mainly o n  account 
of  Ok Tedi . The latter is legally an obligat ion of  the Gove rnment 
only to the extent of  i t s  mino rity sharehold ing ; but a default on 
such a large debt would ser iously damage the count ry' s cred it and 
for practical purposes i t  should rank with public debt . 

Al though the ratio of publ ic debt service payment s to expor t s  is  
s t ill no t high by  international s t andards , it is  the s i ze of the 
total debt and the rate of  increase in the recent period that cause 
concern . Interest payments on new borrowing and the bunching in 
the next four years of large inte re s t  and repayment obligat ions 
result ing from loans entered into after 1 9 7 8  are expected to  mean 
that t otal public  deb t service cos t s  wi ll amount to about one-third 
of to tal internal revenue dur ing 1 98 5-89 . 

Growth in Employment 

There is no comprehens ive , re liable series of  wage employment data 
in Papua New Guinea , though some data of greater or lesser 
re liability are collected regularly about employment in par t i cular 
sectors or  types o f  enterpri ses . As in most  developing count ries , 
the indust rialized-country concept of open unemployment has 
relat ively l imi ted applicability in Papua New Guinea , and no 
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cons is t ent data are available on changes  in unemployment or 
underemployment over t ime . 

Of the e s t imated labour force of 1 . 5 mill ion persons , about 1 3  per 
cent are engaged in formal wage empl oyment ei ther in urban areas or 
in rural areas out s ide vil lages ( non-trad i t ional s e t t lements  such 
as plantat ions , mining camps , e tc . ) .  The public sector is the 
larges t  formal employer , account ing for almost  a third of 
identif iable employment , with the plant at ion se ctor a close second . 
Al t oge ther , formal empl oyment appears to have grown qui te slowly 
during the second half of the 1 97 0 s ; by 1 9 8 1 , it had only j us t  
regained the level that it  had reached a decade ear l ier  during the 
cons t ruc t ion of  the Bougainvi lle mine . During the rece s s ion in 
1 9 8 1  and 1 982 , employment in the formal sector dropped by about 1 3  
per cent . This  accentuated the rise i n  unempl oyment that had 
per s i s ted for a number of years , especially in urban areas , and 
played a part in prompt ing the Government to shi f t  its  policy 
priorities  from promo t ing economic s t ab i l i ty and equity to put t ing 
increased emphas i s  on the creat ion of product ive work opportunities 
through economic growt h .  The employment si tuat ion improved 
sl ight ly in 1 98 3 , the cutback in public sector employment being 
more than o f f s e t  by an increase in the private sector . The lat ter 
re fle cted in par t i cular a subs tant ial increase in cons truction work 
at the Ok Ted i mine . 

Prospe c t s  f o r  formal j ob creat ion in the future depend o n  a number 
of d i sparate factors . Dec lining ( or at least non-increas ing ) 
Aust ralian aid combined wi th limi ted prospe c t s  for rais ing 
s igni f i cantly larger amount s  of domes tic revenue mean that . public 
sector employment seems unlikely t o  grow markedly in the medium 
term .  Some j obs may b e  created i n  the cons t ruct ion of new mine s , 
but whe ther or no t the plans that are in the pipel ine go ahead 
depends heavily on the extent to which me tal price s  recover and on 
private foreign inves tors ' reaction to the Ok Ted i s i tuat ion . Some 
growth in employment may occur on plantat ions if the land and 
ownershi p problems can be solved and if the prices of the 
commod i t ies produced on these plantations do not decl ine 
dras tically . Employment growth in mos t  o ther sectors , including 
the bulk of manuf acturing , wi ll es sent ially be determined by the 
overall growth of  the economy . Unle s s  there is a dras t i c  change in 
economic policies , in parti cular those rel ated t o  wages , the 
prospe c t s  for employment growth are not good . This  is especially 
so if  these prospect s are compared wi th the expected increase in 
the e conomically act ive populat ion . Even with changes in policies , 
the only way the larger part of the increase in Papua New Guinea' s 
labour force wil l  be accommodated is  through increas ing economi c 
opportuni t ies in the village s . 
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Price Stability 

One area in which Papua New Guinea' s economic policy has been 
cons i s t ent ly succe s s ful is in maint aining price s t abi lity ( see 
Char t 2 . 6 ) . Except in 1 980 , when inf lat ion reached 1 2  per cent , 
the rate of price increase in Papua New Guinea s ince Independence 
has been held wi thin the narrow range of  4-8 per cent a year . This 
performance is superior t o  that of mos t  countries ,  indu s t rialized 
or developing , and is especially out s t and ing for a new country with 
a new currency that was introduced at a t ime of  world-wide high 
inflat ion . 

Chart 2.6 Import Pr ices and Consumer Pr ices, 1 97 7-84 ( 1 9 77= 1 00) 
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a Calcul ated on th e weigh ted average of Papua N ew G u inea's major importing partners' consumer pr ice ind ices. 
b Ca lculated on the weigh ted average of Papua New G u inea 's major importing partn ers' consumer price i nd i ces 

converted into k ina. 

Sources: Data provided by the Papua New G u inea author it ies, and I nternational Monetary F und , I nternat ional 

F i nancial Statist ics. 
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Conclusions 

Papua New Guinea' s economi c performance since Independence , 
as ses sed on the basis o f  the obj e c t ives of government at the 
beginning of the per iod , has been cons iderably succe s s ful . 
Economic , currency and price s tabilit y have been att ained , the 
bene f i t s  of development have been distributed qui te widely among 
the population , nat i onals now play an increased role in the 
economy , and modest  progres s has been made towards increased 
national self-rel iance and economic independence . However ,  the 
economy' s growth performance , and thus its  abi l i ty to satisfy the 
growing needs and expe ctat ions o f  a ris ing populat ion , has no t been 
good . Even allowing for data problems and special fact ors , the 
aggregate rate o f  growth o f  output has been low ( though it has been 
higher than the nat ional average for the 85 pe r cent of  the people 
who live in village s ) , growth in the generat ion of  product ive 
employment has not kept  pace wi th the increase in the number of 
pe rsons seeking j ob s , and the burden of  servicing external debt has 
increased signif icant ly in recent years . As was pointed out in 
Chapter 1 ,  the ini tial lack of  emphasis  on growth and empl oyment 
creation ref lected an as sumpt ion that these would be att ained 
wi thout special e f f ort on the part of the Government rather than a 
denial of their importance . Thus , while the re is  much to be proud 
of in the hi s t orical record , the overall pi cture is mixed . 
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3 .  GERERAL ECOlfOHIC POLICIES 

The three main sets  of general macro-economic pol i cie s t hat 
succes s ive Papua New Guinea government s have employed t o  achieve 
their e conomic ends have been exchange rate pol i cy , f i s cal or 
budgetary policy and wages policy( ! ) . 

Exchange Rate Policy 

The core of macro-economic pol i cy s ince Independence has been what 
is  known as the "hard currency" s t rategy . This  wa s def ined by the 
f i r s t Finance Mini s t e r  as the maintenance of a s trong balance of 
payments wi th manageable levels of f oreign debt through re s t raint 
on real levels of dome s t i c  expendi ture and wages  rather than 
through exchange contro ls , whi le at least maintaining the f oreign 
exchange value of the freely convert ible kina agains t maj or wo rld 
currencie s . 

Two cond i t ions facing the government s of Papua New Guinea af ter 
Independence were central in the decis ion t o  implement this po l i cy . 
First , as a result of a rul ing by the independent Minimum Wages 
Board , wages were ( in practi ce ) fully l inked t o  the consumer price 
index . As long as thi s full linkage per s i s ted , the exchange rate 
could not be used as an inst rument t o  af fect  Papua New Guinea' s 
internat ional compet i t ivenes s  and hence the balance of payment s . 
I f , f or inst ance , there was a def icit  in the balance of payments 
and devaluat ion of  the kina seemed cal led for , the effect  would 
have been to raise dome s t i c  prices  - and , because o f  full linkage , 
dome s t ic wage cos t s  - by almo s t  the full amount of the devaluat ion . 
Al l that devaluat ion would have a chieved would be to rai se dome s t ic 
prices and wage cos t s  wi thout improving the count ry' s  
compe t i t ivene s s . 

The second key cond i t ion f acing pol icy makers was that the economy 
was ( and remains ) extremel y  open , so that a l arge proport i on of any 
increase in government or private spending spills over into 
import s .  This means that the level and rate o f  growth o f  public 
expend i ture has a s t rong , direct and fairly pred ictable impact on 
the balance of payment s . For these  reasons the Government de cided 
to  d irect exchange rate pol i cy t o  the goal of  maintaining pri ce 
s tabi lity and t o  maintain balance o f  payment s equil ibrium by 
cont roll ing the level and rate of growth o f  public expend i ture . 

1 .  In the parts  of this chapter  that deal with the historical 
record , use is made of material drawn f rom the comprehens ive 
recent review of  macro-economi c policies by Garnaut and Baxter 
that was cited in the previous chapter ; and o f  Chr i s t opher 
Colclough and Phi lip Daniel , Wage Incomes and Wage Cos ts in 
Papua New Guinea : Challenges for Adj us tment , Distribut ion and 
Growth , Port Moresby , 1 9 8 2 . 
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The exchange rate between the kina and a baske t of currencies of 
Papua New Guinea' s principal trad ing partners  appreciat ed ( on an 
import-weighted basis ) by about 8 per cent between January 1 9 7 6  and 
the end of 1 9 7 9 .  This appreciat ion was sl ightly more than o f f s e t  
b y  Papua New Guinea' s inf lat ion r a t e  being lower than that in 
par tner count rie s . The net resul t was t hat Papua New Guinea' s 
international compet i t ivene s s , taking into account both exchange 
rate changes and d i f f erential rates of inflat ion , improved by about 
4 per cent by the middle of  1 9 7 9 . 

The kina appreciated by a further  5 per cent by the end of 1 982 , 
but Papua New Guinea' s performance on inflat ion relat ive to i t s  
trading partners was les s  succes s ful in this pe riod , and the 
count ry' s international compet i t ivene s s  declined by 6 per cent 
dur ing 1 9 7 9-80 , and by 3 per cent during 1 9 7 9-82 . 

The de teriorat ion that occurred during 1 980-8 2 in Papua New 
Guinea' s terms of trade , bal ance of payment s ,  and internat ional 
competit ivene s s  prompted important pol icy init i ative s . In a marked 
departure from previous policy , the kina was depreciated early in 
1 983  in st ep with the devaluat ion o f  the Aus tral ian dollar . 
Wi thout any formal announcement of a pol i cy change , the kina wa s 
allowed gradually to depreciate further , unt il by mid- 1 984 the 
kina-baske t  exchange rate was about 1 0  per cent below what i t  had 
been two years earl ier . Taking different ial inflat ion rates  int o 
account , by mid-1 984  Papua New Guinea' s inte rnat ional 
compet i t ivenes s  was about 5 per cent bet ter  than it had been two 
years earlie r , and about 7 per cent bet ter than it had been at 
currency independence in January 1 9 7 6 .  

Prel iminary data f o r  1 984 indi cate that , over the full year , the 
kina fell by 7 . 2  per cent against  the U . S .  dol lar , whi le 
appreciating marginally ( 0 . 7  per cent ) agains t the Aus t ral ian 
dollar . The red i s t ribut ive ef fect o f  these gradually admini s t e red 
exchange rate changes has been to boo s t  the kina returns to Papua 
New Guinea's  rural export indus t ries while  very mi ldly squee z ing 
urban l iving s t andard s , whi ch are heavily dependent on impo rt s . 

Fiscal Policy 

The public sector in Papua New Guinea cons i s t s  of the Nat ional 
Government ,  n inet een p rovincial government s , local authorit ies , and 
a number  of non- f inancial publi c  enterprises . The operat ions of  
the nat ional government d ominate the e conomy : budge tary 
expendi tures averaged about 3 7  per cent of GDP during 1 9 8 1 -83  ( or 
28 per cent i f  grant s t o  provincial governments are excluded ) ,  
while dome s t i c  revenue averaged about 2 1  per cent of GDP . The 
dif ference between expendi tures and revenues was made up by the 
Aus t ralian budget support grant ( 1 1  per cent of GDP ) and government 
borrowing ( 5  per cent of  GDP ) . The share of  government expend i ture 
in the GDP is  cons iderably larger  than for most  count ries in the 
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region ( Table 3 . 1 ) ;  this is in part a legacy of the Austral ian 
colonial admini s trat ion • 

Throughout the period since Independence , f i s cal ( or budge tary ) 
pol i cy has been dominated by the need for restraint in the growth 
of aggregate expendi ture because of the need to ensure that 
exte rnal balance is  maint ained . In FY 1 9 7 7 ,  to  consol idate mone t ary 
independence , the Government implemented reductions that have been 

Tab l e  3 . 1  

Gove rnmen t S p e nd i n g  and Revenue in S e le c t e d  De v e l op i n g  
C ount r i e s , 1 9 8 0  ( Pe r c e n t age o f  Gr o s s  Dome s t i c P r oduc t )  

S ri Lanka 

Papua New Guinea 

Fij i 

Malaysia a 

Indonesia 

S ingapore 

Pakis tan 

Repub lic o f  Ko rea 

Thai land 

Ind ia 

Ph ilippine s 

Develop ing coun t ry 
averagesb 

Middle income countrie s  

Low in come countrie s  

a
l9 79  data . 

Expend i ture 

T o t al C u r r en t  Cap ital 

41 

34 

2 5  

2 3  

2 4  

2 2  

17  

19 

2 1  

14 

12 

24 

29 

19 

18 

13  

17 

14 

16 

16 

12 

9 

14 

11 

17 

5 

6 

5 

11 

5 

3 

3 

5 

2 

3 

Revenu e  

2 0  

2 0  

2 2  

2 3  

2 3  

2 8 

16 

19 

16 

13 

13  

b
Pub lic con sump t ion as a share of  GDP , taken from Wor ld Bank 
data . 

Sources : Interna t ional Monet ary Fund , Government Financ e 
S tatist ics Yearbook , 1 9 8 2 � World Bank , World 
Deve lopment Report 1 9 8 3 , Oxford University µres s , 
New York , 1 9 8 3 . 
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e s t imated at 9 per cent in its  total real expendi ture . From 1 9 7 8 
onwards i t  was intended that  there should be a s teady increase of 3 
per cent a year in real public expend iture on good s and services . 
Thi s target was me t in 1 9 7 8  and 1 9 7 9  ( s ee Table 3 . 2 ) . However ,  in 
1 980 there was subs t ant ial over-expend i ture : allocat ions to goods 
and servi ces rose by 7 per cent in cons t ant price s . That was the 
only ye ar since Independence in which over-expenditure occurred , 
whi ch is a tribute t o  succe s s ive government s' overall f is cal 
respons ibility . 

Tab le 3 . 2  

In c r e a s e  in Rea l  Gove rnmen t E xpend i t u r e on 
G o od s  and S e rv ic e s , 1 9 7 8 -84 

P e r  c e n t  
a ye ar 

19 7 8  3 

1 9 7 9  3 

1980  7 
1 9 8 1  1 
1 98 2  - 1  
1 9 8 3  - 2  
1 9 84 ( b ud ge t )  - 1  
19 78-84 1 . 3 

S ource s :  Ros s  Garnaut and P a u l  B a x t e r , in 
c on s u l t a t i on w i t h  Anne Krue g e r , 
Exchan ge Ra t e  an d Ma c r o- e c on om i c  
P o l i cy in I n d ependen t P apua N ew 
Gu in e a , P o r t Mor e sb y ,  Feb . 
1983 ; and D e p a r tment o f  F in an c e , 
P o r t  Mor e s b y . 

S ince 1 980 , development s largely out s ide the cont rol o f  pol i cy 
makers have combined t o  bring to a hal t the planned increases in 
government spend ing . Indeed , real government spend ing on goods and 
services  de clined by more than 2 pe r cent dur ing 1 98 1 -84 . The 
princi pal factors caus ing thi s decl ine have been the need to 
curtail drawdowns f rom the Mineral Res ources S tabi lizat ion Fund 
( MRSF ) ,  the decl ine in agricul tural commodity export prices ( and 
hence government tax revenue s derived d i rectly and indirectly f rom 
expo rt s )  and , more re cent ly , problems at the Ok Tedi mine . 
Underlying the f i rst  factor have been the unexpectedly sharp 
decl ine in the qual ity of  ore grades at the Bougainville mine and 
the fall in mine ral price s , both of which caused the prof its  and 
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company tax payment s of Bougainville Copper Limi ted to be lower 
than proj e cted . This i s  o f  more than marginal signif icance : 
whereas the Mineral Resources Stabili zation Fund wi thdrawals 
amounted on average t o  16 per cent of  Nat ional Government internal 
revenue during FY1 9 7 6  - 1 9 7 8  and to 2 1  per cent in 1 9 8 1 , they had 
f allen t o  only 7 per cent during 1 982-84 and seem likely to fall 
still  further during 1 98 5  ( see Table 3 . 3 ) . 

Such increases in real government s pend ing as did take place during 
1 9 7 7 -8 1  were made pos s ible by increases in internal revenue . The 
Aus tral ian budge t  support grant decl ined by 2 3  per cent in constant 
kina between 1 9 7 7  and 1 98 1 , whi ch meant that internal revenue had 
to increase sharply if s ignif i cant spending increases were to  take 
place . The increases in revenue that were achieved were spread 
quite widely among indirect t ax ,  personal income tax ,  company tax 
( in 1 9 7 8 ) , wi thd rawals f rom the Mineral Resources Stabilization 
Fund and other mi s cellaneous internal revenue . From 1 9 8 1  onwards ,  
it  was largely the d i f f iculty of  further increasing inte rnal 
revenue that caused real expend i ture increases to come to a 
hal t . The e s t imated share of capital expendi ture in total government 

Table 3. 3 

Sununary of the Nat ional Government Budget z  FY1 9 7 6- 1 984 
(K m i l l i on )  

A c t u a l  

FY l 9 7 6  FY 1 9 7 7  1 9 7 8 1 9 7 9  1 9 8 0  1 9 8 1  1 982 1983 1 984 

Bud get 
e s t ima t e  

Rec e i p t s  

P e r s onal tax SS S 2  6 7  6 2  7 6  9 1  1 0 9  1 2 2  1 2 1  
Company tax 24 28 4 9  4 1  4 8  4 4  4 2  4 4  4 2  
Other a i re c t  t a x  3 3 s 6 7 9 1 0  1 3  1 4  
Ind i re c t  t a x  S8 7 4  84 98 1 0 9  l l 6  1 3 2 1 4 6  1 7 0  
MRSF 4S 3S 3 1  38 S 7  8 1  4 0  2 1  30 
Other in t e rnal revenue 2 9  _lQ 36 39 4 8  4 S  S 4  7 9  6 9  

To t a l  internal revenue 2 1 4  2 2 3  2 7 4  2 8 3  3 4 4  386 3 8 7  4 2 S  4 4 S  

For e i gn gran t s  1 2 9  1 7 6  1 7 2  1 7 6  1 76 184 187 2 1 3  2 2 8  
Tota l rece i p t s  ill 3 9 9  44S 4 6 0  519 S 7 0  574 638 6 7 3  

Expen d i t u re 

Depar tmen tal 2 2 7  2 S 3  2 2 2  2 3 3  2 8 3  3 0 2  2 9 1  2 6 1  303 
Cap i t a l  works 38 44 4 1  3 3  S 6  S6 4 S  44 S 2  
Ma in tenance w o rks 2 9  3 3  3 3  3 2  3S 31 3 S  3 7  3 2  
P rovincial governme n t s  84 1 26 1 4 1  l S O  1 S 9  1 9 6  2 1 2  
Ne t len ding and inve s tmen ts 12 6 1 0  1 3  1 4  3 2  4 0  S l  
Intere s t  payme n t s  1 8  2 3  2 1  2 8  2 6  S l  6 1  6 8  7 4  
Other gran t s  a n d  expen d i t ure S S  s o  S S  63 43 S 4  4 4  6 2  S 2  

Total expendi t ure 380 409 4 6 1  S 2 4  ill 6 S 8  6 6 7  709 m 
S urplus / d e f i c i t  - 4 3  - 10 - 1 6  -64 - 7 8  -88 - 9 3  - 7 1  - 1 04 

De f icit  financ ing 
Inte rnat i on a l  agenc i e s  9 1 0  8 14 1 6  2 2  2 0  4 S  6 1  

Connnerc i a l  __.!!._ _Q - 6  1 3  3 1  S6 S 4  6 3  30 

Total ove rseas f inanc ing 1 3  1 0  2 26 47 79 74 1 08 91 
Domes t i c  f i nanc ing 30 _ _!_ _!1 3 7  3 1  � 20 - 3 8  !l 
(rv � ra l l  f inancing 43 10 1 6  6 4  7 8  88 9 3  7 1  1 04 

Note : Tot a l s  do not ne cessari ly sum due to rounding . 

S ource : Bank of Papua New Guinea Quar t e r ly Economic Bu l l e t  in . 
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expend i ture depends cruci ally on the def init ion of c api tal 
expenditure that is used . On the def ini t ion used here ( Table 3 . 4 ) , 
capital expend i ture f luctuated be tween 1 6  per cent and 20 per cent 
of total expendi ture dur ing 1 9 7 9-84 wi thout showing any clear 
upward or downward trend . 

Tab le 3 . 4  
Cap ital  ExEend i ture in the Na t i onal Gove rnmen t Budge t , 1 9 7 9-84 

Nat ional Governmen t 

Purchase of cap i ta l  asse t s  a 

Nat ional devel opment proj e c t s  

Cap i t a l  works program 

Cap i t a l  wo rks g rant s to 
s tatutory in s t i t ut ions 

Acqui s i t ion o f  exist in g  assets  
and equity  purchase s  

Cap i t a l  t ransfers  to 
prov in c ia l  governmen t sa 

Cap i t a l  tran s fers t o  pub lic 
ent erpr ises  

To tal cap ital  expen d iture 

Cap i tal  e xp end it ure a s  a 
p ercentage of t o t a l  
exp end i ture 

(K  mil l ion) 

1 9 7 9  1980 

51 .  4 88 . 2  

( 6 . 6 )  ( 1 7 .  8 )  

( 3 . 1 ) ( 3 .  5 )  

( 3 3 . 4 ) ( 5 6 . 4 )  

( 2 . 3 )  ( 1 .  O)  

( 6 . 0 ) ( 9 . 5 )  

24 . 1  2 7 . 0  

7 . 1 4 . 4  

82 . 6  1 1 9 .  6 

1 6 . 4  2 0 . 0  

aFrom 1 98 3 ,  data are r.ot  fully 
in data c la s s i f icat ion . 

c omparab le with those 

1981 1982  

84 . 3  75 . 0  

( 7  . 4 ) ( 8 . O) 
( 2 . 9 ) ( 3 .  3 )  

( 5 6 . 0 ) ( 44 . 0 ) 

( O .  7 )  ( 2 . 9 ) 

( 1 7 .  3 )  ( 16 . 8 ) 

28 . 2  2 5 . 7  

9 . 5  2 6 . 7  

122 . 0  1 2 7 . 4  

18 . 5  1 9 . 1  

in ear l i er years 

S ourc e : Data p rov ided by the Papua New Guinea authori t ies . 

1 9 8 3  1 9 84 
Budget 
e s t imate 

80 . 9  1 00 . 0  

( 14 .  9 )  ( 19 .  7 )  

( 3 . 0 ) ( 3 . 1 ) 

(4 3 . 2 ) ( 4 7 . 6 ) 

( 0 . 0 ) ( 0 . 0 ) 

( 1 9 . 8 ) ( 2 9 . 6 )  

1 0 . 5  2 7 . 3  

1 9 . 5  2 1 . 2 

110 . 9 14 8 . 5 

1 5 . 6  1 9 . 1  

owing t o  chc:nge 

An alternative way of  analys ing changes  in government expend i ture 
is t o  look at  its breakdown by funct i onal groups ( see Table 3 . 5 ) . 
Taking the average of FY 1 9 7 7  and 1 9 7 8  and comparing thi s wi th the 
average f or 1 983  and 1 9 84 , the main i t ems that increased in 
importance we re grants t o  provincial governments ( increased by 5 . 4  

· pe r cent age point s t o  reach 9 . 6  per cent o f  total expend i ture ) and 
educat ion ( up by 3 po int s to 20 . 3  per cent ) .  The main items in 
decl ine were t rans port ,  infrast ructure and communicat ions ( down by 
4 . 4  percentage po int s to 4 . 2  per cent of total s pending ) , capi tal 
works ( down by 3 . 2  point s to  7 . 9 per cent ) ,  loans and cap i t al 
cont ributions to st atutory authorities ( down by 2 . 6  points to 1 . 5 
per cent ) and maintenance works ( down by 2 point s to 5 . 3  per cent ) . 
On thi s breakdown , it seems that key development items such as 
transport , inf rastructure , capi tal works and maintenance wo rks have 
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suffe red as the brakes have had to be put on publ ic s pending 
though it is not clear to what extent grants to provinci al 
government s , the i tem wi th the large s t  increase , may include some 
of these categories of spend ing . 

Tab le 3 .  5 

Expend iture on G o o d s  and Servi c e s  i n  the Nat iona l Government Budget 
by Fun c t ional Group s , P e r c e n t age Share s ,  FY 1 9i5 - 1 9 8 4  ( p e r  cen t )  

Y / E  June 

FYl 9 7  5 FY l 9 7 6  FY l 9 7 7  

Edu cat ion 1 3 .  6 

P o l i c y  and admin i s trat ion 1 3 . 8  

Provin c i a l  g r an t s  and 
f inancing 

Hea l t h  

Cap i t a l  works 

C iv i l ian l aw and o r d e r  

Ma int enance wo rks 

De fence 

Pr imary ind u s t r y  

Transpor t ,  in f r a s t ruc t ure , 
c ommun i c a t ion 

Other e conomic opportun
i t i e s  

Other commu n i t y  serv i c e s  

Lan d s , minera l s ,  energy 

Loan s , cap i t a l  con t r ibu
t ions to s t a t utory 
autho r i t i e s  

Tran s f e r red f un c t ions 

Expend i t ure on goods and 
services 

Nat iona l f un c t ions 

P r ov in c i a l  fun c t ion s 

1 . 1  

5 . 2  

8 .  5 

4 .  7 

7 .  9 

1 .  6 

4 . 3  

8 .  5 

1 .  6 

3 .  0 

2 .  2 

5 .  2 

1 8 .  6 

1 00 . 0  

9 8 .  5 

1 . 5  

1 6 . 4 

1 9 .  3 

1 . 1  

3 .  9 

1 0 . 4  

6 . 5  

7 .  8 

4 .  7 

4 . 7  

9 . 2  

2 .  3 

3 .  5 

2 . 5  

4 .  6 

3 . 0  

1 00 . 0  

98 . 4  

1 .  6 

1 8 .  0 

1 6 . 5 

1 .  0 

6 .  9 

1 2 . 3 

6 .  3 

7 .  7 

4 . 2  

5 . 2  

9 .  2 

2 .  2 

3 .  8 

1 .  8 

4 .  7 

1 0 0 . 0 

95 . 7 

4 . 3  

Y / E  December 

1 9 7 8  1 9 7 9  1980 1981 1 9 82 1 CJ 8 3  1 9 84 
(budge t )  

1 6 . 6  1 5 . 2  1 4 . 2  1 5 . 4  18 . 3  2 0 . 0  2 0 . 5  

1 6 . 0  16 . 0  1 7 . 2  1 6 . 8  1 7 . 1  1 8 . 0  1 8 . 0  

7 .  3 1 2 . 4 1 1 . 9 

7 . 2  7 . 2  7 . 2  

9 . 9  7 . 7  1 1 . 2  

6 . 4  6 . 4  6 . 4  

6 . 8  6 . 1  6 . 1  

4 . 2  4 . 1  4 . 4  

5 . 5  5 . 3  4 . 4  

8 .  0 

3 .  2 

3 .  4 

2 . 0  

3 .  4 

0 . 1 

7 .  3 5 .  9 

3 .  0 3 .  6 

2 .  7 2 .  3 

1 . 8  1 . 9  

4 .  8 3 .  3 

1 0 .  3 

7 .  4 

1 0 .  5 

6 .  7 

4 .  8 

3 . 8  

4 . 4  

6 . 1  

5 . 4  

3 . 1  

1 . 8  

3 .  6 

9 .  8 9 .  8 

7 .  9 8 . 4  

9 . 1 7 .  9 

7 .  4 7 .  3 

4 .  8 5 .  6 

3 .  9 4. 3 

4 . 1  4 . 1  

6 . 0  4 . 2  

3 .  7 4 . 5  

2 .  6 2 .  3 

1 . 7  1 . 8  

3 . 6  1 . 7  

9 .  4 

8 .  8 

7 .  8 

7 .  7 

4 .  9 

4 . 8  

4 .  5 

4 .  2 

3 .  7 

2 .  2 

2 .  2 

1 .  3 

1 00 . 0  1 0 0 . 0  1 00 . 0  1 00 . 0  1 0 0 . 0 1 00 . 0  1 00 . 0  

7 9 . 0  7 3 . 8  7 6 . 2  

2 1 . 0  2 6 . 2  2 3 . 8 

7 7 . 1  7 3 . 9 68 . 4  66 . 8  

2 2 . 9  2 6 . 1 31 . 6  3 3 . 2  

Source : Depar tment o f  F inan c e , E s t ima t e s  o f  Revenue and Expend i t ure . 

Wages Policy 

Foll owing Aus tralian prac t i ce , Papua New Guinea has a long hi s t ory 
of  o f f icial intervention in the l abour marke t through the s e t t ing 
of minimum wages .  In the private sector minimum wages  are 
determined by the independent Minimum Wages Board , which takes into 
account submi s s ions f rom empl oyers , unions and the Government . 
From Independence unt il March 1 983 , wages were almost  fully linked 
to the consumer price index . For example , in the Minimum Wage s 
Board determinat ion for  1 980-8 3 , there was a full linking o f  wages 
to  increases in the consumer price index up to  8 per cent a year 
and par t i al indexat ion f or rates  of  inflat ion up to  14  per cent . 
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In March 1 98 3 , for the f ir s t  t ime , this link be tween price s  and 
wage s was signi f i cantly weakened . The Board determined that , from 
March 1 9 83 to Mar ch 1 9 86 , the re should be full indexat ion o f  wages  
up  t o  an  inf lat ion rate  of  S pe r cent , but zero  indexat ion beyond 
that . Late r in 1 9 83 , the Gove rnment was succes s ful in i t s  e f f o r t s  
to  extend this decis ion to cover workers in the public sector . 

In the period immediately pre ced ing Independence , be tween September 
1 9 7 2  and March 1 9 7 5  the real urban minimum wage increased by over 
50 per cent or over 1 00 per cent depending on the de f init ions used 
( Chart 3 . 1 ) .  From 1 9 7 6  to 1 980 the real urban minimum wage 
decl ined very sl ightly , while from 1 980 to March 1 9 83 it remained 
roughly cons t ant . In Mar ch 1 984 , in the f i rs t  adj us tment under the 
new partial linking determinat ion of March 1 983 , i t  fell by about 
3 . 5  per cent . During the three years of the pre sent agreement the 
Gove rnment reportedly plans to at temp t to achieve a total reduc t ion 
in real urban minimum wages of  about 1 0  per cent . During the 1 2  
months t o  Septembe r 1 9 84 , the increase in the consume r price index 
was about 7 . 5  per cent . 

Chart 3. 1  Real U rban and R u ral M i n i mum Wages, 1 972-84 (As of end of March every 
year. Deflated by the Consumer Pr ice I ndex 1977= 1 00)  

30 

25 
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-1- -
- - ,, ,, - - - - - - - - - -

- - -
-- - - - - - --

-
- -

- - - -- ---- -- -
--- -

- - - - -

' ' ..... .... , ,,,/'' Rural minimum wage (left scale) 
.... ,, 

1 972 1 973 1 974 1 975 1 976 1 97 7  1 978 1 979 1 980 1 98 1  1 982 1 983 1 984 

Source: Data prov ided by the Papua N ew G u inea a u thor ities.  
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Wages in Papua New Guinea are high compared t o  those in other 
developing countrie s .  This  i s  parti cularly the case f or urban 
wage s ,  as can be seen in Tables 3 . 6  and 3 . 7 .  Al though the f igures 
in these tables are somewhat dated , the ove rall conc lus ion s t i ll 
holds t rue in 1 9 85 : Papua New Guinea' s urban minimum wages are 
between 2 and 10 t ime s greater than those in ne ighbour ing compet ing 
count ries . 

Wages give information on the cos t  of labour per hour or per day 
worked , but what a bus ine s s  manager  needs t o  know is  the cost of  
labour per uni t of out put produced . The mi s s ing link is the number 
of uni t s  of output produced per hour or per day .  No pre cise 
internat ional compari sons are avai lable on Papua New Guinea' s 
labour product ivi ty . However , data gathered during visits  to some 
of the bette r-managed manufac tur ing e s t abli shment s sugges t  that , 
even in s imple consume r goods l ike clothing and wooden furniture , 
labour productivity in Papua New Guinea is  perhaps one-third to 
one-half what it  is in Hong Kong , Korea or Taiwan . Yet wages in the 
clothing indus try in Papua New Guinea are about the same as tho se 
in Korea . Thus , producers in Korea have a twofold or threefold 
advantage in labour cos t s . The point of  thi s comparison is not to 
denigrate Papua New Guinea labour produc t ivity ; it is 
under s t andable that in the earl ie s t  stage s of  industrial izat ion 
labour productivi ty should be low .  Rather , the lesson is that i f  
Papua New Guinea is  to  have any chance of  ge t t ing s tarted i n  even 
the s implest of indus tries  real wages will have to be reduced 
substant ially . 

T a b l e  3 . 6 

Min imum Wage Rat e s  in S e l ec t ed Deve l op in g  Count r ie s , 1 9 7 8  
( U S $ a day ) 

Man u f a c tur in g  Agr i cu lt ure 

Papua New Guin ea 7 . 00 2 . 60 

Ma l ay s ia 3 . 85 1 . 9 0 

We s t e rn S amoa 3 . 4 0 2 . 7 0 

P h i l i p p i n e s  1 . 85 1 . 5 5 

Thai l and 1 . 7 0  1 . 2 5 

S r i  Lanka 0 . 90 0 . 65 
I n d one s ia 0 . 60 n . a .  

N o te : The s e  f i gure s are orde r s  o f  magn i tude only . 

S ource : W o r ld B ank , unp ub l i s hed da ta ( f igur e s  have been 
r oun ded t o  the neare s t  5 cen t s ) . 
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Tab l e  3 . 7 

Average Non-Agr i cu l t ural Wage Rat e s  in 
S e l e c t e d  Lower Mi d d l e  Income Deve l o p in g  Coun t r ie s , 1 9 8 0  

(U S $ a week )  

P ap ua N e w  Gu i n e a  

Hondur a s  

E l  S al v a d o r  

We s t ern S amoa 

N i ge r i a 

P h i l i p p i n e s  

6 2 . 0 7 

3 5 . 9 3 

2 9 . 1 4 

2 6 . 4 1  

2 1 . 9 8 

10 . 5 0 

No te : T h e s e  f i g u r e s  a r e  or d e r s  of magn i tude on l y . 

S o u r c e : I n t e rna t i o na l Lab our Or gan i z a t i o n Y e a r 
b o ok o f  S t a t i s t i c s , Pap ua New Gu inea 
P o c ke t  Book o f  Lab our S t at i s t i c s . 

Rural minimum wage s in Papua New Guinea al so  appear to be 
cons ide rably higher than in many compet ing countrie s . However ,  
there is evidence that rural wages in Papua New Guinea may not be 
too far f rom the level that would equate the supply of  labour wi th 
demand . The re do no t seem to be large numbers of  unemployed 
pe rsons seeking but unable to f ind wo rk on pl antat ions , and it is 
repo rtedly some t ime s d i f f icul t to  f ind enough labour for unpopular 
t asks such as copra cut ting and rubber tapping . In add i t ion , in 
areas where smal lholder commercial agricul ture is well developed , 
es tate laboure rs tend to be migrants f rom less deve loped regions of 
the count ry . That i s , villagers in areas of  agri cul tural potent ial 
of ten seem to pref er  growing their own cash crops to working for 
wages on an e s tate . Finally , the f act  that piece rates , which 
generally promote  e f f iciency , are now permi t ted on plant at ions , has 
no doubt reduced labour costs  per unit of output . 

Consequences of General Economic Policies 

Bef ore d i s cuss ing the policies that are appropriate for the future , 
it is ne ce ss ary to as sess  briefly the consequences of the poli cies 
that have been f ollowed in the past . 

Exchange Rate Policy 

In the early years , the hard currency s t rategy was ins trumental in 
ensur ing that the new cur rency was widely accepted and remained 
freely conve rt ible . It  was al so ins t rumental in keeping the 
inflat ion rat e low relat ive to that in mo st  other count rie s .  
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On the l iabilit ies side of the ledger , maint aining a hard currency 
caused the number of kina received per dollar of  expor ts  to be 
lower than it would otherwi se  have been . Thi s is like ly to have 
hindered the growth of some exi s t ing and potent ial export s ,  
especially export s o f  agricul tural commodi t ies  produced by 
smallholders who employ l i t tle or no paid labour and are therefore 
re lat ive ly unaf fe cted by the leve l of wages . 

The hard currency s t rategy also caused the number of kina paid out 
pe r dollar of impor t s  to  be lower than it  would o therwi se have 
been . This encouraged the purchase of imported commod it ies and 
discouraged the product ion in Papua New Guinea of goods compe t ing 
wi th impo rt s .  In part i cular , the consumpt ion of impor ted rice , 
t inned f i sh and t inned me at was encouraged at the expense of  
locally grown root crops , vegetables , f ruits and alternat ive 
source s of pro t e in . Other exis t ing or potent ial import  
subs t i tuting indus tries are  also like ly to have been dis couraged . 

Fiscal Policy 

The po l i cy of budge tary res t raint that was appl ied succe s s fully in 
every year but 1 980 helped to pro tect the count ry ' s  balance of 
payments and , until recently , to keep the debt servicing burden 
from ris ing too rapidly . 

On the o the r hand , the fact that real gove rnment spend ing on goods 
and services increased on average by only 1 . 3 per cent a year from 
1 9 7 8  to 1 9 84 means that real government spending per head o f  
popul ation has been f al l ing . Par t i cul arly worri some in this  regard 
is the apparent decl ine in spending on transport , infras tructure , 
capital works and maintenance . These are all items on whi ch the 
Government mus t  signi f icant ly increase i t s  outlays if it is  to have 
a chance of even par t ially mee ting the expectati ons of Papua New 
Guinea' s c i t izens for  a ris ing s t andard of l iving . 

Wages Policy 

The main advant age of the Papua New Guinea wage indexat ion system 
is  that it  appears to have bought a measure of labour peace and 
some predi ctabi l i ty about the future course of real wage cos t s . 

The main disadvantage o f  the sys tem arises from the fact that 
minimum urban wages  are so much higher relat ive to  product ivity 
than wage s in compet ing count ries that i t  i s  d i f f i cult for Papua 
New Guinea to ge t s tarted in even the simple s t  manuf acturing 
indus tries ; and it is equal ly d i f f i cult f or indust ries , once 
s t arted , to grow . High wages d i scourage inve s tment in 
manufacturing both for export and for import subst i tut ion and they 
discourage plantation act ivi ty . High wages al so  intens ify  the 
search f or labour-sub s t i tut ing techniques o f  product ion in both 
urban and rural areas . The l arge d i f fe rent ial between urban and 
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rural minimum wages - the rat io be tween the two more than doubled 
f rom 1 . 4 in 1 9 7 2  t o  3 . 1  in 1 9 7 6  and has been s t able at about 2 . 7  
s ince 1 9 7 9  ( Chart  3 . 1 )  - has encouraged migrat ion from rural t o  
urban areas and aggravated urban unemployment . It  is only in the 
f ace of ext reme d i f f i cul ty in f ind ing j obs that such migrat ion 
appear s to have decl ined in re cent years . 

At leas t as important as all of the above , the l inking of minimum 
wages to the consume r price index has meant that real wages could 
not be reduced s igni f i cantly even though sharply worsened economic 
circums tances and prospects for the remainder of  t he 1 9 80s have 
made this imperat ive . The cent ral i zed wage indexat ion system ,  
inheri ted from the colonial admini s t ration , has signi f icantly 
reduced the extent to which Papua New Guinea authorit ies are able 
to adj us t to changed economi c circums tances .  

General Econoiaic Policies for the Future 

Economi c developme nt is  a long slow proces s  whi ch takes decades 
rather than years . The re are no "qui ck f ixe s " . I t  is  important to  
bear this in mind when examining economic po licy opt ions . 

In a smal l open economy l ike that o f  Papua New Guine a ,  the general 
economi c pol icies that are appropriate depend heavily on the 
outlook for the terms of trade and the balance of payment s .  In 
early 1 98 5 , these prospects do not look good . The price o f  copper 
shows no s igns of  recovering from its extremely depre s sed level , 
while that of gold has risen only marginal ly . The prices of Papua 
New Guinea's  agri cul tural export s , the recovery in 1 9 83-84 
notwi ths tand ing , seem like ly to remain signi f icant ly lower during 
the rest of the 1 980s than they were during the late 1 9 7 0 s .  The 
contr ibut ion of Ok Ted i remains to a degree unce rtain , and the cos t  
of  servi cing the count ry' s foreign debt , while no t yet over
burdensome by int ernational standards , has been increas ing at a 
d i s turbingly rapid rate . The rate at which Aus t ralia' s budget 
suppo rt aid wi ll be maint ained has yet to be decided . 

Thi s combination of circums tance s means that , i f  the burden of 
servi cing the count ry' s fore ign debt is not to ge t out of  hand ( as 
has happened in many developing countrie s )  all ins truments of  
macro-economi c policy mus t  be directed at least in part to  
reducing , and if po ssible eliminating , the med ium-term deficit in 
the balance of payment s .  Looked at another way , the decl ine in the 
terms of trade that has occurred since the late 1 9 7 0 s , the set
backs at Ok Ted i , and the ris ing debt servicing burden mean that , 
f or reasons partly out s ide i t s  cont rol , Papua New Guinea is now 
signi f i cant ly worse o f f  economically than i t  was only a few ye ars 
ago . Since dur ing the 1 980s  the prices o f  the goods that i t  sells  
internat ionally have fallen relat ive to the prices  of the goods 
that it buys , if  international solvency is t o  be maintained Papua 
New Guine a mus t make every e f f o rt to sell mo re abroad and buy less . 
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Exchange Rate Policy 

Now tha t wages  are no longer fully linked to the consumer pri ce 
index , it is desi rable to  continue the pol i cy that has been in 
f orce de f acto since early 1 9 83 : namely , the kina should gradual ly 
be allowed to depreciate . Thi s wil l  ensure that exporter s  and 
producers of import subs t i tutes will rece ive more kina per dollar 
of output , which means that the product ion of expor t s  and import 
subs t i tutes of all kinds wi ll become more prof i table . As a 
resul t , there should be an improvement in the balance of payments 
and an increase in GDP and employment . 

It might be argued that a single j ump devaluation would be  
preferable to  allowing the kina to depreciate graduall y .  However ,  
experience in mos t  developing countries sugge s t s  that  the e f f ect  of  
a j ump devaluation is  l ikely to be wiped out qui te quickly by 
demands for  a wage increase to compensate for the r i se in prices , 
whereas a gradual depreciat ion is  less  abrupt in i t s  effect  on 
price s , and is thus less  likely t o  lead to special wage demand s .  

I t  cannot be s tres sed too much that allowing the exchange rate 
gradually t o  depreciate will no t magi cally solve Papua New Guinea' s 
balance of payment s problem . As noted above , the es sence of the 
problem is tha t , the terms of trade having turned sharply agains t 
Papua New Guinea in the 1 9 80 s , the country is  in a real and 
fundamental sense worse o f f . In order to deal with this reality , 
not only exchange rate po l i cy but all policie s , macro- and mi cro
economic , wi ll  need to  be adj usted . 

Fiscal Policy 

The nat ional budget which was brought down in November 1 9 84 
proposed real growth in government expend i ture on goods and 
service s  of only 0 . 5  per cent a year from 1 9 86 to 1 99 0 . Thi s 
planned increase was based on the f our assumptions that : the 
copper price would ave rage 7 8  US cents a pound in 1 98 5  prices 
dur ing 1 98 5-90 ; the price of gold would average US $4 1 0  per ounce 
(US $ 3 7 5  in a revi sed ver s i on) ; the second s t age of Ok Tedi would 
go ahead a s  originally planned ; and Aus t ral ian budget  support would 
decline at 3 per cent a year in real terms . In early 1 98 5 , the 
mineral price assumpt ions look extremely optimi s tic , while  Ok Tedi 
is  now not expected to yie ld revenue to the Government unt il af ter 
1 9 9 0 . I f , as seems l ikely , the assumptions are not ful f i l led , in 
the absence of a marked change in policies  the prospect for any 
increase at all in government spend ing dur ing the rest  of the 1 9 80s  
looks dim .  

Assuming that the relat ively unf avourable outlook f o r  Papua New 
Guinea' s exports is unl ikely to change in the next f ew years , 
f i s cal policy wi ll need to obey three dictates i f  government is to 
continue t o  play an e f f e c t ive role as an engine o f  growth in the 
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economy . Fir s t , the Government should res t rict i t self t o  what 
only government can do , and leave the res t  to  the private sector . 
Thi s  means , on the one hand , foregoing inve stment s in mining or 
agr i cultural ventures and devot ing the resources saved to such 
things as improving roads  and training teachers ; and on the other 
hand , making every ef fort  to deregul ate pr ivate sector activities 
so that government rules , regulat ions and red tape do not hinder 
dome s t i c  and f oreign private sector growth . Second , the Gove rnment 
mus t  cont inue i t s  efforts  to  re allocate i t s  exi s t ing res ource s more 
e f f iciently along the lines already being pursued in the Med ium 
Term Development S t rat egy . Third , the Gove rnment mus t  redouble its  
ef forts to increase the resour ces avai lable f or development . It  
may do this both by seeking and accept ing mo re non-budge t support 
aid f rom a variety of  donors , and by attempt ing to rai se more 
revenue dome s t ically . 

One poss ible cand idate for increas ing dome s t ic revenue is  to rai se 
the cus toms levy from its  present level of  4 per cent o f  the value 
of impor t s  to 10 per cent . It is es t ima ted conservatively that , in 
a full year , this could raise upwards of K3 5 mi llion of extra 
revenue , which compare s favourably wi th the K7 mil lion or  so  of new 
revenue raised in each o f  the last f ew budge t s .  An across-the
board import  levy of 10 per cent would s t i l l  be low by 
international s t andard s .  

The advant age s of rai sing the impo rt levy in thi s way include : 
increased protect ion is granted acro s s -the-board in a non
discriminatory way t o  local producers of import  subs t i tut es ; the 
tax is  easy to collect and is not eas ily avo id ed or evaded ; and 
richer persons tend to pay a higher proport ion of their income in 
tax than poorer one s since the import content of the ir expendi ture 
tends to be higher . Villager s  who are 1 00 per cent subs i s t ence 
farmers would pay nothing at all . 

The main potent ial disadvant age of ra1s 1ng the import levy i s  that 
it could be interpreted as me aning that the Government is  adopt ing 
a protec t ioni s t  approach to development . As suming that this is not 
the Government ' s  intent ion , it should be made expl icit  at the t ime 
the measure is int roduced . S treaml ined procedures are needed , 
whe ther the import levy is  raised or no t , t o  ensure that  imported 
inputs  used in produc ing expo rts  are available duty-f ree and 
wi thout delay . 

The amount of revenue raised by an increase in the import levy 
could be fur ther increased if al l imports  othe r than those used in 
the production of expo r t s  we re-rQ pay i t . I f  rice , tinned f i sh and 
t inned meat we re included in the levy base , for example , an 
estimated ext ra KS mi ll ion a year could be rai sed . The inclusion 
of  these items would have several advantage s .  First , the tax base 
would be broadened to include many people who up to  now have paid 
lit tle or no tax but could af ford to cont ribute something . Second , 
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those  wi th lit tle or  no cash income would still  pay lit tle  or no 
tax .  Third , modest  pro tect ion would be granted to dome s t ic 
producers of foods compet ing wi th these imports . Because of the 
nature o f  likely popular reaction to taxing such e s s ent ial it ems , 
it would be nece s sary t o  int roduce the levy on them gradual ly , say 
over three year s .  I t  would also be nece s s ary t o  ensure that any 
increase in the prices o f  imported f oods result ing from the levy 
was no t automati cally translated into wage rise s . 

Other prospects for increased revenue rai s ing include broadly based 
consumption taxes and further  increases  in exci ses on fue l s , beer , 
e t c . The latter impo s t s  all have pos it ive s ide-effects  in add i t ion 
t o  their  revenue rais ing po tent ial . 

Wages Policy 

Given the high priority cur rent ly placed on increas ing the 
provi sion of productive empl oyment opportuni t ies  and reducing the 
level , or at leas t the rate of growth , of unemployment , i t  is 
e s s ent ial that the Gove rnment f ind ways to reduce wage cos t s  
signi f icant ly . The re a r e  various opt ions i n  this regard . 

The f irst  opt ion is  to re cognize that  the sys t em of cent ral ized 
wage fixing that Papua New Guinea inheri ted wi th all its trappings 
(wage indexat ion. , shif t work bonuses , long service leave provis ions 
that are among the mos t  generous of any country in the world ) is 
t otally inappropriate for a country at Papua New Guinea' s level of 
development . The Government might well cons ider scrapping the 
sys t em and start ing again , moving as quickly as pos s ible to a leve l 
of wages that wil l  ensure that unemployment will not cont inue to 
rise in the long run . Garnaut and Baxter gues sed in 1 982  that a 
reduct ion in urban wages relat ive t o  int ernational prices of s ome 
25-30 per cent would be needed simply to contain unemployment at 
i t s  1 980 level . The rate o f  unemployment has grown signif icantly 
since then . 

Whether  or not abol i t ion of the pre sent wage f ixing sys tem is  
j udged t o  be des i rable or feasible , at least  two o ther s teps ought 
to be taken . Fir s t , it should be widely permi t ted for 
produc t ivity-based wages to  be paid . Even i f  hourly wages remained 
the same under this system , the increase in produc t ivity that is 
likely to be obtained would cause l abour cos t s  per uni t of  output 
t o  fall . 

Second , if some f orm o f  minimum wage is  ret ained , the catego ries of  
workers and employers exempt f rom the legi s lat ion should be greatly 
expanded . At present , dome s t i c  servant s are exempted from the 
provi s i ons of the legi slat ion . Other worker s  who might be exempted 
include , for example ,  youths and security guards . Firms that might 
be exempted include enterprises export ing at least 50 per cent 
( say ) of  their  output ; f irms owned and / or managed by nat ional s ;  and 
small bus inesses  employing f ewer than 50 or 1 00 workers . 
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These  are only examples of what might be done , and reas onable 
people may disagree on the detai l s . The important thing is that 
the Papua New Guinea Government recogni ze that , at the present 
post- 1 9 83 rate of  decrease o f  real minimum wage s ,  i t  will be 
decades before Papua New Guinea become s internat ionally compe t it ive 
in manuf acture s ,  by which t ime unemployment and the attendant law 
and order problem wi ll have grown to many t imes their  present 
proport ions . Some way needs to  be f ound for Papua New Guinea to 
reduce real urban wages qui ckly to a level that is sus tainable in 
the l ong term . Provided that res traint on wages is  seen t o  be fair 
and to be part of a co-ordinat ed ef fort  to ove rcome present 
d i f f icul t ies in a way that improves the prospe c t s  f or employment 
and the income s of the maj ority of the populat ion , it could be 
widely acceptable and could make a maj or cont ribut ion to Papua New 
Guinea' s deve lopment in the second decade af ter Independence and 
beyond . 
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PART 2 

THE RURAL ECONOMY 





4 .  FOOD PR.ODUCTIO:N 

Introduction 

The economy of Papua New Guinea is primarily agricultural , and all 
but 13 per cent of  the people live in rural areas . Most  of  them 
are smallholders . A minority is engaged mainly in agricul tural 
product i on for export ,  but even these fami lies grow much of  their  
own s taple food . The subsis tence farming maj ority inc reasingly sell  
part  o f  their produce in  local marke t s , have a few cof fee trees , or  
both . Thus most  rural fami lies have some cash income . The 
trad i t ional rural e conomy i s  changing , but since so much act ivity 
s t ill takes place wi thout the exchange of money , the extent and 
nature of the changes are d i f f i cult to measure . 

The mai n  subs i s t ence f ood crops are sweet potato , taro , yams , 
bananas and o ther starchy s taples such as sago in the lowlands .  
Shi f t ing cul t iva t ion o f  the " s lash-and-burn" type i s  trad i t ional , 
wi th ext ens ive areas left  fallow to recover their fertility for  
periods that may be as long as several decade s .  Only some 15  per 
cent of  the cul tivable l and is  being worked at any t ime , but 
increase s in populat i on and the compe t i t ion of cash crops are 
lead ing to more intens ive me thods in some parts of the country . 

Production of Traditional Foods 

The growing of f ood for consumpt ion by the household - subs i s tence 
ag riculture - is the base on which the Papua New Guinea economy 
res t s . In the 1 9 80 census over 80 per cent of the populat ion was 
reported to be engaged in subs is tence f ood product ion , which 
includes f ood eaten by dome s t ic animals , mainly pigs , and food 
presented t o  o ther s  in ful f i lment of social obligations . The s cale 
and value of this product ion can only be es t imated s ince by 
def ini t ion there are no monet ary t rans actions to be observed . 

The only direct evidence of nat ional sub s i s t ence product ion is  a 
survey carried out in 1 9 6 1 -6 2 . Thi s is  cons idered to have over
s t ated produc t ion since it  was based on· e s t imates of the area 

· planted wi th various f ood crops rathe r than the amount harves ted at 
any t ime . It is known that mos t  households in Papua New Guinea 
pl ant more than is required for family consumption as insurance 
agains t crop failure or  los s . As there are no marked seasons in 
most  area s , root crops ( except yams ) are in effect s tored in the 
ground and harve sted as needed . Moreover , there is  a cons iderable 
variat ion in the amounts planted and harves ted at d i f f erent 
periods . Anothe r  source of  error is that a substant ial part of 
subs i s t ence produc t i on in Papua New Guinea is eaten by pigs ( as 
much as 30 per cent overall and more in the highlands ) so  that 
human consumpt ion is  le s s  than total produc t ion . In add i t i on ,  
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f i shing , hunt ing and bush foods make an important ( but hard to 
quant i f y )  contribut ion to f ood product ion .  

By the mid-1 9 7 0 s  i t  became apparent that for nat ional account ing 
purposes product ion e s t imates should be superseded , or at leas t 
supplemented , by inferences drawn from consumption .  Calo r i f i c  
intake s we re cal culated f o r  various groups of  the populat ion , and a 
deduc t ion was made for  expat riates and citizens to allow for the 
consump t ion of non- t rad i t i onal foods . The net consump t ion of 
tradit ional food so derived was al located to particular commod i t ies 
based on produc t ion data f rom the 1 96 1-6 2  survey , and the 
quant ities  of each we re conve rted to value s us ing appropriate 
prices ( ! ) .  

Short o f  conduc ting an up- to-date nat ional survey of  sub s i s t ence 
product ion and consumpt ion based on a care fully designed s ample of 
rural households , this is the be s t  that can be done . But i t  leaves 
much room for d i f fe rences of  interpretat ion about the t rend of 
sub s i s t ence product ion . Estimates  range from a rate of  growth a 
l i t tle greater than that o f  the population (whether 2 . 3  or 2 . 8  per 
cent p . a . ) to an actual decl ine . 

O f f icial opinion in recent years has tended to the view that 
subs i s t ence produc tion is ei ther stagnant or growing only sl ight ly , 
and needs to be boo sted . This view has been st rongly inf luenced by 
the growth in impo rts  of f ood , which have been rising in value by 
an average of  7 . 7 per cent a year s ince 1 9 7 4-7 5 . It  led to the 
fo rmul at ion in 1 9 7 8  of a Nat ional Food and Nut rit ion Pol i cy ( 2 )  
under which the volume of food impo rts was t o  be held approximately 
cons tant wi th the potent ial growth of  impo r t s  replaced by dome s t i c  
product ion . The volume of  some food impor t s  was to b e  reduced 
rice and sugar being two - while that of o the rs was to be allowed 
to increase unt i l  demand had grown to a point where i t  became 
economical to produce commod ities wi thin the count ry . Subs i s t ence 
produc t ion per head was to  be at least  maintained over the next ten 
years , and f ood consumpt i on per head was to be increased , so that 
the level of malnutrition decl ined signif icant ly . 

The obj ective of hold ing down imports  has clearly not been 
achieved ; the volume of impo rts  has continued to rise at an ave rage 

1 .  A full account of  the methods used in cal culat ing the amount 
and value of subsistence production , and sugges t ions for 
improving their accuracy , is  given in Appendix II  ( by G . J .  
Eele ) t o  FAO/UNDP 'Profile & Planning S tudy for Sub s i s tence 

2 .  

Food Product ion' , Port Mores by ,  1 9 83 . 

De scribed in Na tional Planning Off ice , 
Expendi ture Plan 1 9 7 9- 1 98 2 , Waigani , 1 97 8 . 
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rate o f  4 . 2  per cent a year ( See Table 4 . 1 ) .  As noted earlier , 
there is no reliable evidence on the t rend of sub s i s tence 
product ion or per capita consumpt ion . The decline in inf ant and 
child mor t al i ty , the increase in longevi ty , and the absence of  
signs that malnutrit ion has increased in the country as a whole 
suggest that the average level of  consumpt ion has been at least 
maintained , and has probably increased . 

Has Domestic Food Production Declined? 

The implica t ion for dome s t i c  product ion o f  stable or slowly rising 
per capita consumpt ion is examined in Chart 4 . 1 .  Starting from the 
e s t imate that in 1 9 7 6  food impor t s  account ed for about 23 per cent 
of total f ood consumed , which was used as the bas is  for the 1 9 7 8  
poli cy desc ribed above , the volume of  impor t s  then r i s e s  at the 
rate o f  4 . 2  per cent a year , corresponding to the average inc rease 
in the volume o f  impor t s  over the period to  1 9 8 3 . In the upper 
diagram ,  per cap i t a  consumpt ion is  assumed to remain cons tant 
the assumpt ion under lying o f f ic ial estimates of product ion and 
the f ood consumpt ion l ine thus rises  at the rate of popul ation 
growth ( as sumed to be 2 . 3  per cent a year ) . In the lower diagram ,  
consump t i on per head i s  as sumed t o  increase a t  1 per cent a year , 
taking for illus trative purposes the rate that the Health 
Depar tment hoped could be achieved . In both cas es , dome s t ic food 
product ion is .seen to increase . In fact , unle s s  nat ional 
consumpt ion per head has fallen , of which there is no evidence , 
these e s t imates  of per cap i t a  consumpt ion lead to the conclus ion 
that dome s t ic f ood production has increased dur ing the period . 

In the absence of direct evidence about t he rate of increase of 
domes t ic food produc t ion , an indi cation can be derived f rom an 
es t ima te of the probable change in f ood consumpt ion per head , since 
the vo lume of  f ood import s is  known . Thus , an increase in per 
capi ta  consumpt ion of 1 per cent a year on ave rage during the 
period since Independence would be associated wi th an increase in 
dome s t i c  food produc t i on of about 3 per cent a year . No change in 
per capita consump t ion would be associat ed wi th an annual increase 
of 1 . 7 per cent in dome s t ic f ood production . In between , a 0 . 5  per 
cent increase in per capita consumption gives a rise in dome s t i c  
f ood production at the same r a t e  as the populat ion ( 2 . 3  p e r  cent 
a year ) . As the general level o f  f ood consumpt ion d oes not appear 
to have fallen , the actual rate of  inc rease in dome s t ic food 
product ion dur ing the pe riod is likely to l ie wi thin this range . 

Increase of Food Production for Sale 

What i s  not known are the respect ive contributions of subsistence 
food product ion and product ion f or the marke t .  It was e s t imated in 
the Nat ional Public Expendi ture Plan 1 9 7 9- 1 982 that marke ted 
dome s t i c produc t ion accounted f or 24 per cent of food consumpt ion 
in 1 9 7 6 , impor ts  f or 23 per cent , and subsistence for the remaining 
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Table 4 . 1  
F ood lmp o r t s L FY 1 9 7 5 - 1 9 8 3 3 

FY 1 9 7 5  1 9 8 3 p  
Rat e  o f  g r owth 

FY 1 9 7 5 - 1 9 8 3  

Value Quant i t y  Value Quant i t y  ( p e r  c en t  p e r  year) 

K ' OOO Per cent Tonn e s  Per c ent K ' OOO Per cent Tonn e s  Per c e n t  V a l u e  Ouan t i t y  P r i c e  

Me a t  a n d  me a t  p repara t ions 1 7 , 7 0 3  2 5 . 5  1 7 , 6 88 1 0 . 8  3 9 , 01 9  3 0 . 0  2 8 , 2 3 6 1 2 . 2  9 . 8  +5 . 7  +3 . 9  

Da iry p ro d uc t s  and e g g s  4 , 1 2 1  5 . 9  5 , 4 5 6  3 . 3 8 , 88 9  6 . 8  8 , 4 0 3  3 . 5 9 . 5  +5 . 2  +4 . 1  

F i sh and f i s h  p reparat ions 5 , 4 04 7 . 8  1 1 , 6 4 1  7 . 1  2 3 '  7 2 5  1 8 . 3  3 1 , 9 5 1  1 3 . 2  1 9 . 1  +12 . 7  +5 . 7  

Margarine and f at s  1 , 4 5 4  2 . 1  2 , 3 4 2  1 .  4 3 , 6 1 6  2 . 8  4 , 9 2 3  2 . 1  l l . 3 +9 . 2  +2 . 0  

To t a l  meat , d a i r y , f i sh , f a t s 2 8 , 6 8 2  4 1 . 3 3 7 , 1 2 7  2 2 . 7  7 5 , 2 4 9  5 7 . 9  7 3 , 5 1 3  3 1 . 7 1 2 . 1  +8 . 4  +3 . 4  

C e r e a l s  and cereal p r epara t ions 2 3 , 3 1 4  3 3 . 6  9 0 ' 7 1 3  5 5 . 4  3 3 , 2 3 8 2 5 . 6  1 30 , 00 1  5 3 . 8 4 . 3  +4 . 3  - 0 . 1  

Fru it and ve g e t ab l e s  4 , 7 8 4  6 . 9  1 1 , 4 1 2  7 . 0  10 , 6 2 0  8 . 2  1 9 , 2 7 1  8 . 0  9 . 9  +6 . 4  +3 . 3  

Sugar and sugar pre par a t i on s  8 , 3 5 4  1 2 . 0  2 0 , 6 2 0  1 2 . 6  2 , 1 7 1  1 .  7 4 , 9 0 3  2 . 0  - 1 4 . 7 - 15 . 6  +1 . 1  

Co f f e e , t e a , c o c o a , s p i c e s  1 , 8 2 2  2 . 6  6 9 1  0 . 4  3 , 8 0 9  2 . 9  1 , 06 8  0 . 4  9 . 1  +5 . 3  +3 . 6  

M i s c e l laneous f o o d s  2 , 4 4 6  3 . 5  3 , 24 1  2 . 0  4 , 7 9 3  3 . 7  3 , 2 8 6  1 .  4 8 . 3  +0 . 2  +8 . 1  

To t a l s  6 9 , 4 0 2  1 00 . 0 1 6 3 , 8 0 4  1 00 . 0 1 2 9 , 8 80 100 . 0 2 3 2 , 04 2  1 00 . 0  7 . 7 +4 . 2  +3 . 3  

a
lmp o r t s  o f  l iv e  an imal s and an imal f e e d s t u f f s  are no t includ e d . Annual change in p r i c e  index and q u an t i t y  index d o  n o t  sum t o  e q ual 
the change in total value because of c ompound ing e f f e c t s .  Imp o r t  va lues are f . o . b . ; unl ike mo s t  c o un t r i e s , Papua New Guinea d o e s  
n o t  inc lude in surance a n d  f re ight c o s t s  in imp o r t  v a l u a t i on s . 

Sour c e : S t a f f  e s t ima t e s  u s in g  d a t a  su p p l i e d  by t he Nat ional S t a t i s t i c a l  O f f i c e , P o r t  Moresby . 



Ch art 4 . 1  F ood Consumption , Prod uction and I mports, F Y 1 975-1 990 
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5 3  per cent . Whatever the validity of this estimat e  - and there 
has never been a systemat ic at tempt to  measure marke ted product ion 
- the impre s s ion of o f f i c ials and o thers in Papua New Guinea who 
are f ami liar wi th the rural sector is that thi s act ivity has been 
sharply on the increase in recent years . It has happened wi thout 
any initiat ive or assistance on the part of  Government ; in many 
rural areas p roduce is sold in pl aces which do not have permanent 
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marke t ins tallat ions ( stands , shelter and washing f aci l i t ies ) ,  
though these ameni t ies do exi s t  in some of the urban centres . It 
seems that this is  not me rely the s ale by subsistence f armers of  
occas ional surpluses , but rather the emergence of  regul ar food 
product ion for sale . Ac cording to the 1 980 census , j us t  over half 
of all households in Papua New Guinea sell some fruit and 
vegetable s ,  and the t o tal annual income derived f rom such sales 
(K9 0  mi ll ion , or K308 per household ) was only marginally below that 
from sales of cof fee . If  produc t ion for s ale has grown fas ter than 
food produc t ion as a whole , it seems that it may be beginning to 
subs t i tute at the margin for subs istence farming . 

Implications for Food Policy 

Are these trend s a mat t er for conce rn? Doe s the steady increase in 
impor ted food s ignal a fai lure of the 1 9 7 8  policy , or was the 
pol i cy it self direc ted at the wrong targe t ?  From the viewpoint o f  
nut rit ion , imports provide var iety and an important source of 
pro tein , fat s and oils in an otherwi se s tarchy diet . As can be 
seen f rom Table 4 . 1 ,  the bigges t  increase among imports is in 
fresh , canned and dr ied f i sh , followed by f resh and canned meat . 
Papua New Guinea tends to import cheaper ( but no less nut r i t ious ) 
types of f ish and meat , mainly mackerel , corned beef , and the like . 
Ce real impo rts have remained steady , increas ing import s of rice 
being of f set by lower imports  of othe r cereal s .  The re is an 
increas ing tendency for rice to be subs t i tuted for tradi t ional root 
crops , especially by ins t i tut ions - board ing school s ,  prisons and 
other s .  It would be worth drawing the attent ion of provincial 
gove rnments to this trend , and point ing out the importance of  the 
ins t i tut ional marke t for the sale of domestic  produce . 

The se trends in the type s of food impo rted and the impl ied dietary 
shifts  are normal for a deve loping count ry with ris ing incomes . 
Any radical at tempt to control the import of these food items in 
order to s t imul ate dome s t i c  produc tion would risk a reve rsal of the 
trend towards be t ter nut r i t ion and improved heal th . A pract ical 
target might be to attempt to increase dome s t i c  produc tion at  the 
same rate as consumpt ion , wi th the result that impo rts would also 
grow at the s ame rate . At a minimum , food product ion ought to  grow 
at leas� as fast  as the populat ion . 

Production for Subsistence or Market 

Wi thout mo re de tailed inf ormat ion i t  is not pos s ible to  e s t imate 
the extent to which production of food for the lo cal market is 
taking the place of produc t ion f or household consumpt ion ; or  to  
reverse the point , the extent to  which rural households are turning 
to the marke t to meet  or  supplement their f ood requi rement s . 
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A provis ional j udgement is  that increased t rading in f ood is a 
natural response to ris ing cash incomes , in rural areas as well as 
towns , and a s ign that the Papua New Guinea economy is maturing . 
Acces s  t o  marke t produce provides households with more choice , and 
with insurance agains t f ai lure of the ir own f ood gardens . 
Sub s t i tut ion of marke t produce for f ood produced in and for the 
house-hold is theref ore likely to continue to increase . So long as 
dome s t i c f ood product ion as a whole cont inue s to increase at leas t 
as fast  as the growth in populat ion , this should not be cause for 
concern . 

Gove rnment efforts  should therefore be directed first  towards 
a s s i s t ing f ood product ion f or sale by such measures as the 
impr ovement of rural roads and marke t fac i l i t ie s  and encouragement 
of  marke t gardening in peri-urban areas . Second , in view of  the 
reduced possibi l i t ies for  extens ive shi f t ing cul t ivat ion , research 
and extens ion wo rk are needed to int ens ify trad it ional crop 
product ion . Third , nat ional government help is  needed to  ident ify , 
moni t or and as s ist  f ood-def i ci t  areas or areas suf fer ing f rom 
actual or potent ial food s t ress . Provincial gove rnment s cannot do 
thi s al one . Product ion and nutrit ion s t andards in these areas have 
to be obs erved and moni tored . Spec ial act ion teams could be 
mounted to ass i s t  f armers in the more ser iously affected areas , 
including those  that come under period i c  stre s s  from drought or 
f ro s t . 

Local Variations in Food Supply 

Clima t i c  and soil cond i t ions in Papua New Guinea vary , resul t ing in 
substantial d i f ferences between regions in agri cul tural product ion , 
employment and income s . The country can be divided broadly into 
f our regions , al though even wi thin reg ions there are l arge 
var iat ions in soil  fertility , rainfall , alt itude , acce ss to  
transport and o ther f actors  af fect ing l iving s t andard s .  The f our 
regions ( in ascending order of agricultural cash income per head ) 
are : 

1 .  The we stern parts  of  the mainland on both coasts  - lowland 
areas dominated by swamps and wetland s , wi th high humidity , 
endemi c malar ia , general ly low populat ion dens i t ies  and poor 
transport .  The main f ood crop is s ago but f i sh and coconut s  
are also important . 

2 .  The lowlands o f  the eas tern mainland - have irregular rainf all 
subj ect to  period ic  drought , poor soils , low populat ion 
dens i t ie s  and poor transport . Farming sys tems are mixed , wi th 
taro , sweet pot ato , yam and banana be ing cul tivated . Fish and 
coconut s  are also eaten . Population dens i t ies  are generally 
low. 
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3 .  The highland s - pos s e s s  f ertile  soil s , with sweet potato being 
the main f ood crop f or humans and pigs . Forty per cent o f  the 
total Papua New Guinea populat ion lives  in the highlands , and 
popul ation dens i t ies  are re lat ively high . 

4 .  The New Guinea is land s and par t s  of  the New Guinea coas tal 
area ( Mad ang and Mo robe ) - have mixed f arming s imil ar to  
Region 2 but soils  are general ly fert ile . Some areas are of  
high popul ation dens ity . 

Although comparat ive data on sub s i s tence product ion in these f our 
regions are not avai lable , a good indication o f  their  relat ive 
pros perity can be gained from inf ormat ion on cash income s and 
internal migrat i on ( Table  4 . 2 ) .  

In add i t ion to mig rat ion f rom region to region , there i s  al so  
cons iderable movement of populat ion wi thin the highlands , f rom the 
les s  prosperous provinces - Southe rn Highl and s and Enga - t o  the 
more prosperous Eas tern and Wes tern Highland s .  In principle the 
movement of a resource - in thi s case people - f rom an area of low 
returns to one where earnings are higher would tend to reduce the 
difference s . But the view among o f f icials and observe rs in Papua 
New Guinea is that the movement of popul at ion is t ending t o  
increase the di spar i t ies  between the disadvant aged and more 
prospe rous province s .  The reasons include the f ac t  that migrat i on 
is  large ly of males , which leaves the dependent fami ly wi thout a 
male head , and the probability that the migrants are o f t en the 
abler and more ent erpris ing members o f  the communi ty . 

The FAO /UNDP team sugge s ted that "about one-eighth of the Papua New 
Guinea popul at ion l ive in areas where the f ood sys tems are under 
great s tres s " ( ! ) ,  and that although f ood supply is mainly adequate 
in o ther areas o f  the count ry , the re may be problems for sub-groups 
of  the populat ion . This they att ributed more to  problems of  f ood 
distribut i on and intake than to inadequacy of  supply . They note 
that there is l i t t le pol i t i cal pressure coming f rom the rural areas 
for re sources t o  be devoted t o  f ood product ion . The demand is more 
f or be tter road s , improved communi cat ions and higher incomes from 
cash crops . The se comment s refer to the rural , food-producing 
areas . There is also a sub-group o f  urban poor whose problem is  
lack o f  income due to unemployment and los s  of  contact wi th a home 
village . 

1 .  ' Profile and Planning Study for Subsis tence Food Produc t ion' , 
Op . cit . p . 2 2 . 
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Table 4 . 2  

C it iz ens ' Cash Inc ome f rom Agr icul t ure 
and Net Migrat ion by Reg ion , c 1 9 8 0  

E s timated 
Rural agr icul tu ral Inc ome Net 

P rovince popula t i on cash per mi grat ion 
income 

a 
head 

( thousand s )  (K thousand s)  ( K )  (per cen t )  

Wes tern 68 48 • 7 1  -4 . 2 
Gulf 58 376 6 . 48 -1 5 . 8  
We s t  S epik 1 08 865 8 . 01 - 3 . 7  

REGION 1 234 1 , 2 89 5 . 5 1 -7 . 5  

Mi lne Bay 1 2 2 1 , 485 1 2 . 1 7 -5 . 1  
East Sepik 198 5 , 6 1 9  2 8 . 38 -6 . 9  
C entral 1 12 4 , 057 36 . 2 2 -8 . 7  
Oro 71 4 , 66 8  65 . 75 - 1 . 0  

REGION 2 503 1 5 , 829 3 1 . 47 -·6 . 4  

S ou thern Highland s 2 3 1  1 , 3 7 3  5 . 94 -7 . 2  
Enga 1 6 2  2 , 49 3  1 5 . 39 -5 . 7  
S imbu 1 7 2  1 2 , 89 9  7 4 . 99 - 1 2 . 6  
Eas tern Hi ghland s 252 2 1 , 458 85 . 1 5 -2 . 4  
Western Highlands 24 8 22 , 69 3  9 1 . 50 +9 . 8  

REGION 3 1 , 065 60 , 9 1 6  5 7 . 20 -3 . 0  

Manus 2 1  406 1 9 . 3 3 - 10 . 3  
Moro be 2 38 5 , 844 24 . 55 +2 . 3  
Madang 1 1 8  5 , 99 5  5 0 . 8 1 - 1 . 0  
New Ireland 60 5 , 4 1 4  90 . 2 3 +3 . 1  
Wes t  New Bri tain 83 9 , 484 1 1 4 . 27  +1 5 . 4  
North S olomons 106 1 4 , 099 1 33 . 01 +1 0 . 3 
East New Britain 1 1 4  1 6 , 4 7 6  144 . 53 +3 . 5  

REGION 4 740 57 , 7 1 8  78 . 00 +4 . 1  

TOTAL 2 , 54 2  1 3 5 , 7 5 2  5 3 . 40 

a Cash income inc ludes own e arning and agricultural employmen t .  

Source s : Cash income data wer e  es t imated by the Department o f  
Pr imary Indust ry .  Migrat ion data are from the 1 9 80 
census ; regional migrat ion f i gures were calculated 
by Chr ist ine McMurray . 
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From such inf ormat ion as is available it appears that the food 
sys tem in Papua New Guinea is  generally adequate - indeed , the 
FAO/UNDP team thought the limi ted evidence at the national level 
pointed to  an improvement ; but that there are areas whe re the f ood 
situat ion is poor and probably deteriorating . 

Thi s emphasizes the need f or de tailed studies at the local level so  
that remedial measure s can be addres sed to speci f i c  problems . The 
results  of the nat i onal nut r i t i on survey , when available , wi ll 
throw light on the incidence of  food defi ciencies in the province s .  
The Nat ional S t atis t i cal O f f  ice has been preparing to carry out a 
rural household income and expendi ture survey , start ing in two 
province s ,  wi th the intent ion of ext end ing the survey to two 
add i t i onal province s each year . Thi s survey should show how much 
households spend on purchases of  f ood . 

Costs and Benefits of Import Substitution 

In planning for an increase in the cont ribut ion of dome s t ic 
produc t ion to the nat ion' s food supply , the economic s  of par t i cular 
s chemes should be carefully conside red . Schemes that canno t 
compe te agains t imports  wi thout cont inuing protect ion are co s t ly to  
the consume r and di ve rt  resources from mo re eff icient use s .  Among 
the proj ects  that we re launched or supported under the 1 9 7 8  
Nat ional Food and Nut r i t ion Policy , the only one that has been 
implemented is the proj ect to replace sugar imports  by dome s t ic 
produc t i on .  The Ramu Sugar Company s t arted produc t ion in 1 9 83 and 
sugar imports  we re banned from that t ime . The re sult was a sharp 
increase in prices ( See Chart 4 . 2 ) . At present ref ined sugar can 
be obt ained on the int ernat ional market at about 20 US cent s a 
pound ( about 4 7  toea  a kilo ) ; the retail price of sugar in Papua 
New Guine a is about three t ime s as high . Unle s s  i t  can be shown 
that this increase is tempo rary and wi ll moderate when the new 
pl ant is fully run in , the increased cost to the consumer and the 
economy must be set agains t any empl oyment or  other bene f i t s  l ike ly 
to accrue from the plant ing and proce ss ing of  sugar . 

Sugar has l i t t le nu trit ive value apart from i t s  util ity as a source 
of ene rgy , so tha t the increase in price does not af fect  
nut ri t ional s t andard s .  Thi s would not  be  the case with f i sh and 
meat , the dome s t ic canning o f  which has been proposed . Because the 
Papua New Guinea marke t is smal l ,  and in the case of meat because 
the be tt er cut s would have to be canned or otherwise dispo sed of , 
the domes tic canning of f i sh and meat would probably result in 
higher prices than the impo rted produc t s , which would put them out 
o f  reach of some consumers . The nutrit ional loss  would there fore 
have to be added to  the e conomi c co s t .  

At tempts  have been made f o r  many years t o  expand the produc t i on of  
rice , ano ther large i t em in the import bill , presently conf ined to 
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Chart 4.2 Pr ice of 1 kg Wh i te Suga r a nd Al l Food s Pr ice I ndex for F ive Urban Centres, 

Sept. 1 982-Sept. 1 984 ( I ndex:  September 1 982= 1 00)  
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Source: Ca lculated from National  S tatistica l  O ff ice data (wh ite sugar p r ice weighted by u rba n weigh tings 
as used in consumer p r ice index ) .  

a small area in the Eas t Sepik Province , but the economi cs of  
dryland r i ce in Papua New Guinea have so  far not proved favourable . 

Comme rcial poul try and pig production is largely dependent on 
imported feed . A local feedstuf f indus t ry is  developing and should 
be encour aged to bring down prices of  feed to internat ional levels . 

Fisheries 

Cons idering the great extent of the fi shing grounds surround ing 
Papua New Guinea' s long coast lines and hund reds of is lands , f i shing 
is  an undeveloped indus t ry .  Fish are an impor tant item in the diet 
of  people living near the coas t , perhaps one-s ixth of the total 
population . Inshore f i shing ground s are regarded as communal 
proper ty and mos t  of the cat ch is kept wi thin the local community . 
Freshwater f i sh are caught in the Fly , Sepik and other rivers for 
local consumpt ion . There are a few small commercial ent erpri ses 
that purchase f i sh from local f i she rmen and d i s t ribute it fresh or 
fro zen to t owns and villages inland . Government programs to 
develop commercial coas t al f i sheries  have proved a disappointment 
wi th high cos t s  and low returns , and no more are to  be s t arted . 
Al though some development of coastal f ishing wi ll take place , on 
present indications it i s  not expe cted to expand fas ter than the 
populat ion . 
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Livestock 

Among dome s t i c  animals reared for  human consumpt ion only the pig is 
nat ive to  Papua New Guine a ,  or was introduced long before contact 
wi th Europeans . It rema ins the mo s t  important dome s t icated animal ; 
there are around 1 . 5 mi llion pigs , concent rated in the highl ands 
where pig/ person rat ios may reach as high as three to  one bef o re a 
fest ival . Pigs are a central part o f  fami ly we alth and play a ve ry 
important par t in social ceremonies and exchange . They are being 
increas ingly comme rcialized and sold at urban and rural markets , 
bu t the i r  main impac t remains wi thin the subs i s tence agricul tural 
sys tem , whe re they consume a large proport ion of total f ood 
produc tion . Their contribution to human die t s  is variable but not 
as s ignificant as the i r  numbe rs suggest  be cause consumpt ion is 
mainly at fes t ival s or social occas ions . They suf f e r  f rom numerous 
paras ites  and d iseases , with mortal i t ies up t o  40 per cent in the 
f i r s t  year . Some SOO village comme rcial smal lholder pigge ries 
based on imp roved breeds were es t abli shed in the 1 9 7 0 s . Vi rtual ly 
all of  these have ceased operat ing owing to high feed cos t s , low 
re turns , poor management and high labour requirement s .  More 
recent ly , the emphas i s  has moved to med ium si zed per i-urban 
pigge ries which have had some succe s s , wi th e s t imated pork out put 
ris ing f rom less than 1 00 tonne s to around 900 t onnes be tween 1 9 7 8  
and 1 98 3 . 

The degree to which t rad it ional pig-rai s ing compe tes wi th humans 
for f ood is var iable but at s ome t ime s and in s ome areas i t  is  
s igni f i cant . I t  is important that info rmat ion on pig numbe rs be 
par t o f  the monitoring of areas of po s s ible food def iciency . 

Cons ide rable admini s t rat ive , financ ial and ext ens ion e f f o rt in the 
1 9 70s ·  went into the devel opment of smallholder and ranch cat tle , 
which was seen by the Gove rnment as the maj or dome s t i c  marke ted 
protein f ood source for the count ry . A herd of 300 , 000 cat tle , 
two-thirds owned by Papua New Guineans , was proposed for  the early 
1 9 80s , and around 4000 t o  5000 smal lholder proj ects were funded 
mo s t ly under Inte rnational Deve lopment Associat ion cred i t s  through 
the Development Bank . The indus t ry ,  which pos s ibly abso rbed mo re 
gove rnment extens ion e f f ort than all other agricul tural act ivi t ies  
combined , has no t perfo rmed as  hoped . There are  current ly about 
1 30 , 000 cattle and a marke ted product ion of  around 2000 tonne s of 
bee f . Produc t i on has been s t atic for the pas t 5 years , wi th an 
increas ing proport ion suppl ied by largeholde rs . The reasons for 
the failure o f  so  many smallholder cat tle proj ects  are complex , but 
the fund amental one appe ars to be low re turns to owners . Budge ts  
on  which income s and loan repayment s we re pred icted we re too 
optimis tic  given the prevail ing leve ls of management and 
experience . Mo rtali ty was high , fertility low , and ne t income low 
so that loan repayment s abso rbed much o r  all of the income . 
Proj e c t s  we re even e s t abli shed whe re the re we re no marke t s . Many 
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owners neglec t ed the i r  cat t l e , which of ten became feral , and the 
smallholder indus try is now in decl ine . 

Papua New Guinea is  now self-suf f i cient in higher qual i ty ,  more 
expens ive bee f cuts . Imports , generally of  cheaper beef , and total 
bee f consumpt ion , have declined by about 2000 t onnes over the past 
6 years . Impor t s  of cheaper mut ton and lamb which are more 
economical for  poorer households have grown cons iderably over the 
pas t few years . 

A poul t ry indus t ry has emerged , wi th smal lholders cent red around a 
f ew processing companies that supply feed , chi cks , proce s s ing , 
extensi on and marke t ing . From 2000 tonne s in 1 9 7 8 , product ion 
reached almo s t  8000 tonnes in 1 983  to make the country self
suf f icient in chi cken . Fur ther expans ion will  now depend on the 
growth of demand , whi ch in turn depends on short- and long-term 
change s in consumer incomes . 

Other l ive stock - tropi cal breeds of sheep , buf f alo and goats  - are 
being inve st igated , and show some po tential . In the longer term , 
these  could be more important than cat tle , but further 
experimentat ion is  requi red t o  evolve sui t able farming me thod s and 
disease control . 

The lives tock indus try has seve ral les s ons for agricul tural 
devel opment poii cy .  The f ir s t  is  that produce rs wi ll not cont inue 
wi th proj e c t s  that show re turns that are no be tter than the 
alternat ives available t o  them , inc lud ing subsistence agri cul ture . 
I t  is vital tha t proj e c t s  are planned from the viewpoint of the 
smal lholder wi th real i s t ic income proj ect i ons . Second , "big 
pushes "  such as that f o r  cat tle deve lopment can absorb an enormous 
amount of resource s bef ore it is reali zed that the expected re sul ts  
are  not forthcoming . Thi rd , the dome s t i c  poul t ry industry could 
become ine f f i cient and non-compet i t ive behind the ban agains t 
impo r t s  that i t  now enj oys ; fore ign inve s tment in the industry 
should be permi t ted in order to increase compe t i t ion . 

The f ourth les son is  where dome s t i c  produce is  protected and high 
priced , consumers will shi f t  rapidly to sub s t i tute products which 
are of ten impor t ed . In sugar this has not been pos s ible because 
there are no simple sub s t i tutes : but for meat and many o ther food 
products , the development of an ine f f ic ient industry can lead to 
shi f t s  in consumer demand away from that produc t . This  may well 
leave the indus try producing at les s  than opt imum capaci ty . 
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S .  KXPOK.T TREE CK.OPS 

Introduction 

Tree crops account for j us t  under one-third of the value of rural 
economy output in Papua New Guinea , be ing second in importance only 
to food produc t ion . Among the t ree crops , cof fee has for some 
years been the mos t  important , account ing for  about 4 3  per cent of 
the value of tree crop production in 1 98 3 . Cof fee is normally 
fol lowed in order of  importance by cocoa and copra product s ,  oil 
palm , tea and rubber ( see Table 5 . 1 ) .  

Co f  f ee
a 

Co coa 

Cop ra 

Copra o i l  

P a lm oil  

Tea 

Rubber 

T ot a l  

Tab le 5 . 1  

Expor t s  o f  T r e e  Crop s and The i r  Ra te o f  
Grow t h , 1 9 7 5 - 7 7  t o  1 9 8 2 - 8 4  

Ave rage annua l 
v olume of exp o r t s  

1 9 8 2 - 8 4  
( th ousand t onne s )  

5 6  

2 8  

8 1  

3 7  

8 8  

7 

3 

n . a .  

Increase in v o lume 
o f  exp o r t s  
1 9 7 5- 7 7  t o  1 9 8 2 -8 4  

( p er cen t a year ) 

+4 . 5  

+0 . 5  

- 1 . 1 } 
+4 . 1  

+19 . 5  

+3 . 5  

-5 . 3  

n . a ,  

Value o f  
exp or t s  1 9 8 3  
( p er c e n t  o f  
to t a l )  

4 3  

19 

2 0  

1 2  

5 

1 

1 0 0  

a
F igures for c o f f ee are for vo l ume o f  output and its rate o f  growth 

and are for c o f f e e  years FY1 9 7 5 / 7 6- 1 9 7 6 / 7 7  and 1 9 8 2 / 8 3- 1 98 3 / 84 . 

Sour ce : Nat ional S t at is t ical O f f ice . Dat a  on c o f fee were sup p l ied 
by the Depar tmen t o f  P r imary Indus t ry , Port Moresby . 

Expo r t s  of tree crop produc t s  earned some K2 1 6  mil l ion in 1 9 83 , 
account ing for one-third of all of Papua New Guinea' s export income 
and three-quar ters of all non-mining export income . Ano ther rural 
indus t ry , f orest  products ( KS3 mi llion ) accounted for mo s t  of  the 
res t  o f  Papua New Guinea' s exports . 
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There has been cons iderable variat ion in pe rformance among the tree 
crops s ince Independence . If ave rage output dur ing 1 9 82-84 is  
compared with average out put dur ing 1 9 7 5- 7 7  oil  palm is the 
out s t anding per f o rmer , the volume o f  product ion having inc reased by 
almo s t  20 per cent a year on ave rage throughout the per iod . Cof f ee 
( 4 . 5  per cent a ye ar ) , copra oil ( 4 . 1 per cent ) and tea ( 3 . 5  pe r 
cent ) also had rates of increase of output that we re s igni f i cant ly 
above the rate of  populat ion growth .  By contras t , aggregate 
product ion of cocoa increased by only 0 . 5  per cent a year , c opra 
decl ined by 1 . 1  per cent a year , and rubbe r produc tion fell  sharply 
at an ave rage rate of  5 . 3  per cent a year . 

Smallholder and Large-scale Production 

These  f igure s mask quite  d i f ferent trends in smal lholder and es tate 
output . Since Independence the re have been s igni f i cant increases 
in smal lholder product ion of all tree crops except tea ( where 
smallholdings are negl igible ) and rubbe r .  By contras t ,  es tate 
produc tion decl ined dur ing the s ame per iod , or  at best remained 
cons tant , in all crops exce pt tea ( in which output inc reased 
signif icant ly dur ing 1 9 7 5-78 but then stagnated ) and oil palm . 
Smallholders are res pons ible for about three-quar ters o f  Papua New 
Guine a ' s  cof fee produc t ion , two-thi rds of co coa output , and at 
leas t hal f  of the produc t ion of copra and oil palm . 

Of the 556 , 000 rural households that we re enumerated in the census 
of 1 980 , 70 pe r cent we re reported to be produc ing tree crops 
( Table 5 . 2 ) . Forty-e ight per cent o f  rural households grow cof fee , 
1 9  per cent produce copra , and 1 3  per cent grow cocoa , though there 
i s  probably a considerable amount of double count ing regarding the 
last two crops as coconuts  and cocoa are of ten inte rcropped on the 
s ame land . Oil palm and rubber are each produced by about 1 per 
cent of rural households . 

The re are no recent st at i s t ics  on employme nt on large hold ings in 
the different tree crop indus tries , and the data in Table 5 . 2  are 
e s t imates . But it appears that  there has been a s igni f icant fall 
in tree crop indus try employment from about 4 5 , 000 in 1 9 7 9-80 t o  
about 36 , 000 in 1 9 8 3 . The general stagnat ion or decline of e s tate 
product ion in several of  the larges t t ree crop indus tries and the 
me chanizat ion of tea plucking probably account for much of thi s 
fall . 

Formal employment in rural indus t r ies , includ ing lives t o ck and 
commerc ial f i sheries as well as tree crops , provides a d i rect 
source of  cash income for only about one-tenth of  the number  of 
rural households that earn cash f rom smal lholder produc t ion . 
Looked at ano ther way , total formal empl oyment in ag ri cul ture and 
f i shing in 1 98 3  was roughly equal to the t otal annual add i t ion t o  
the Papua New Guinea wo rkforce . Even i f  es tate produc t ion of tree 
crops were to  grow s t rongly , it could provide wo rk for only a 
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fract ion of those  who will require i t  as the populat ion inc rease s . 
Most  o f  the add i t ions to the labour force wil l  have to be employed 
in subs i s t ence and cash crop product ion on cus t omarily-he ld land . 

Cof f ee 

Co coa 

Cop ra 

Oi l palm 

Tea 

Rubber 

a
Est ima ted . 

Tab le 5 . 2  

Smallholder and Large-S ca le Pr oduct i on o f  
Tree Crop s , 1980 and 1983  

Smallholder 

Number of  
P e r  c e n t  o f  smallholders 
produc tion ( thous and s )  

198 3 1 980 

75 267  

69  7 1  

58 108 

48 5 

0 0 . 3 

14 8 

Large-Scale 

Persons 
Per cent of  emp loyed 
product ion ( thousands ) a 

198 3 1983 

25 

31 

42 

52 

100 

86 

7 

8 

10  

5 

3 

1 

Source : Ken Woodward ,  "Primary Industry Sector" , Draf t  
Discuss ion Paper prepared f o r  the Med ium Term 
Deve lopment S t rategy , Port Moresby , 1 984 . 

If the e st ate sector grows i t  can provide employment opportunities 
for some of those  who , for reasons o f  location or resource 
endowment , are d i f f i cult t o  help in their  home areas . However , it 
cannot be expected t o  generate even the 1 6 , 000 new j obs a year that 
will be required to absorb the t otal annual add i tion to the 
workforce in disadvantaged province s .  Some way wil l  have t o  be 
f ound to help mo st  of these people become more product ive in their 
home areas . 

Whereas mos t  smal lholders l ive and produce on the i r  trad i t ional 
land , some have been resett led on al ienated l and . Sett lement 
s chemes have played a maj or role in the development of  the oil palm 
indu s t ry and are expec ted to contribute s igni f i cantly to rubber 
produc t i on .  However , only about 1 0 , 000 households are involved in 
settlement s cheme s .  These households represent l e s s  than 3 per 
cent o f  all households growing t ree crops . The cos t of sett lement 
s chemes per family has been relat ively high . 
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Incoaes Earned 

The average annual cash re turn to cof fee growing households in 1 9 83 
has been e s t imated at K23 5 ,  while those produc ing both copra and 
cocoa would have earned about K480 . Oil palm producers , mo stly on 
s e t t lement scheme s , had average gro s s  incomes of about Kl 4 7 0 , but 
these high gros s income s would generally have been reduced by debt 
service payment s .  Copra producers who we re unable to intercrop 
wi th cocoa earned only about Kl 55 per household , while rubber 
growing households had cash incomes of  only about K6 5 .  The 
aggregate income of all es tate tree crop produce rs in 1 9 83  has been 
e s t imated at about 55 per cent of the level of aggregate 
smallholder income s from the same indus tries . 

Direct comparison of smal lholder and rural wage incomes is 
d i f f i cul t , part i cul arly given the impo rtance o f  the subs i s tence 
component of  smal lholder income s .  It appears that the ave rage cash 
re turn per worke r from wage employment in rural indus tries may 
marginally exceed the average t otal income of village households 
includ ing the imputed value of subs i s t ence produc t ion . There is  a 
cons iderable degree of di spers ion around these average s .  

Distribution among Provinces 

Data on the d i s t ribut ion of tree crops by province indicate that 
es tate and smal lholder developments have been complementary rather 
than compe t i t ive . Wi th the except ion of Simbu , where a large 
smal lholder coffee indus try has developed in the absence of  any 
es tate produc t ion , the top f ive es tate province s are the s ame as 
the top f ive smal lho lder provinces in terms o f  t o tal t ree crop 
income . The top six provinces in order of total provincial income 
from smal lholder tree crops are Eas tern Highlands , We s tern 
Highlands , North Solomons , Simbu , Eas t New Brit ain and Wes t  New 
Britain .  The three highlands provinces earn their income f rom 
cof fee ; the islands provinces produce cocoa , copra and , in We s t  New 
Bri tain , oil palm. In the es tate sector , the only quali tat ive 
change in the top s ix apart from the omi s s ion of Simbu is  that the 
We stern Highland s Province , in add it ion to be ing dominant in 
cof f ee , is the main cent re of tea product ion . Province s which are 
ve ry low in bo th smal lholder and e s t ate tree crop income include 
We st ern ( which is  at the bot tom of  both l i s t s ) , Gul f , Wes t  Sepik 
and Manus . 

Average cash income s per head from agricultural product ion are 
unevenly distributed among province s .  If aggregate tree crop 
income plus c i t i zen rural wage income in each province is divided 
by the citi zen rural population of  the province , cash income per 
head ave rages over Kl OO a year in East New Brit ain , North Solomons 
and We st  New Bri tain and over K8 0 a year in West ern Highl ands , New 
Ireland and Eas t e rn Highland s . By cont ras t ,  cash income per head 
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averages less than KI O a year in We stern , Southe rn Highlands , Gulf 
and West Sepik , and less than K20 a year in Mi lne Bay , Enga and 
Manus . 

Whe re there is  good acce s s  to market s  ( and therefore good farm-gate 
prices ) as we ll as access to  sui t able land , cash cropping act ivi ty 
is  high . Maj or provincial examples are North Solomons , New 
Bri tain , New Ireland and those highl and province s that have had 
good road acce ss for some t ime . 

On the other hand , poor acce s s  to marke t s  appe ars t o  be a s t rong 
dis incent ive to devot ing labour to cash cropping . The seven 
provinces that are e s t imated to have the lowe s t  incomes from 
agriculture all have , or had until recently , poor trans port 
systems . Enga and the Southern Highlands are the highland s 
province s which are furthest f rom the port o f  Lae , and road access 
has only recent ly been provided for large parts  of  the populat ion . 
Gulf , Wes tern , Mi lne Bay , Manus and We st Sepik Provinces al l have 
limi ted road ne tworks and poor or no direct ove rseas shipping 
service s .  These seven province s we re among those recorded in the 
1 9 80 census as having subs tant ial out-migrat ion ( see Table 4 . 2 ) . 

It appears , therefore , that the des ire t o  j oin the cash economy is  
st rong . Where circums tance s are  favourable , Papua New Guineans 
of ten prefer to earn an income by growing cash crops on 
smal lholdings . However ,  people are prepared to  leave areas of 
l imi ted opportuni ty in order to f ind employment .  If the 
limit at ions on re sour ces for Papua New Guinea' s deve lopment dur ing 
the rest of the 1 980s  preclude the extens ion of road and other 
transport ne tworks in the provinces that are currently mos t  
iso lated , dif ferences among provinces i n  leve ls of  cash crop 
development and per capi ta income are like ly to widen . 

Comaodity Price Stabilization Schemes 

The commodity pri ce s t abilization s cheme s that are operated for 
coffee , cocoa , copra and more recent ly , oil palm have been well 
managed and have proved to be very succe s s ful . These  scheme s 
combine a cushioning for  produce rs agains t the large short-term 
price fluc tuations that are typical of the tree crop products that 
Papua New Guinea exports wi th g radual adj us tment to  changing long
term price trends . The s cheme s have effective ly stabili zed growe r 
prices , have been se lf-f inanc ing , and appear like ly to remain 
viable for the foreseeable future . The balance s of  the oldest 
three s chemes at the end o f  1 984 were all heal thy : coffee K85 
mi ll ion , cocoa K47 mi ll ion , and copra K2 7 mi ll ion . 
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Coffee 

Co ffee is the mos t  impo rtant export crop in Papua New Guinea . The 
indus t ry has grown rapidly s ince commerc ial plant ings began in 
1 9 50 , and in 1 983  a record 52 , 500 t onnes we re exported , valued at 
K9 5 mi llion .  Coffee accounted f or 14 per cent of Papua New 
Guinea' s expo r t s  in 1 9 83 , or almo s t  a third of non-mineral export s . 
Prel iminary f igures for  1 984 sugge s t  that , in response to an 
increase in prices , the volume of cof fee exports  rose by 1 2  per 
cent in the f i rst  nine months as compared wi th the same per iod a 
year earlier , and that the value of expor ts for  the full year 
exceeded Kl OO mi llion . 

Between 1 9 7 4-7 6 and 1 982-84 , coffee produc t i on grew at 4 . 5  per cent 
a year ( Chart 5 . 1 ) .  Dur ing the s ame period , smallholder product ion 
increased by 5 . 3  per cent a year whe reas es tate out put grew by only 
1 pe r cent a year . 

Arabica cof fee compr ises  over 90 per cent of Papua New Guinea' s 
crop , and is of good qual i ty when well grown , harve s ted and 
proces sed . Arabica is  grown mo s t ly in the highlands and to a 
lesser extent in the elevated parts of Morobe P rovince . Robusta 
cof fee is  grown in the coas tal provinces , the mo s t  impor t ant be ing 
East Sepik and Oro . In 1 983 , 8 3  per cent o f  all the cof fee grown 
in Papua New Guine a came from three highl and s provinces : Western 
Highlands ( 37 per cent ) ,  Eastern Highlands ( 3 1 per cent ) , and S imbu 
( 1 6 per cent ) .  

In the main produc ing provinces virtually all households that can 
grow cof fee do so . Smal lho lde r produc t i on has also increased 
s t rongly from a small base during the las t f ive years in two les s  
developed provinces that were the locat ion of  integrated rural 
deve lopment proj e c t s : Southern Highland s ( 1 9 per cent a year ) and 
Enga ( 1 0 per cent ) .  

An important recent development , which has grown rapidly since 
1 9 80 , is the intermediate s cale ( 2 0 hect are ) coffee proj ect based 
on al ienated leased-back clan land , usual ly run by the clan . By 
the end of  1 9 84 , over 250 such proj e c t s  had been s tarted wi th a 
planted area of 3000 hectares out of a commi t ted area of 5200 
hectare s .  A maj or attraction of  this form of organi zat i on is  that 
ba�k loans and external management as s i s tance are more readily 
avai lable , and demand for such proj ects  remains high . So far , 
intermediate s cale cof fee proj e c t s  have been concent rated in the 
E as tern and Wes tern Highland s .  

Unlike cocoa and copra , es tate cof f ee has maintained i t s  level of 
production s ince the introduc t ion of the Plantat ion Red i s t ribution 
Scheme in 1 9 7 5 . Prices we re high for the f i r s t  f ive years af ter 
the Scheme was int roduced , and most  of the trans fe rs of  coffee 
es tates to  Papua New Guinean ownership we re negot iated directly 
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Chart 5 . 1  Coffee Product ion,  by Type of Producer, 1 974/75 - 1 983/84 
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be tween will ing buyers and sellers without us ing the 
provis ions of the Scheme . Mos t  estates were 
prof itable to support the retent ion of capable 
Howeve r ,  it has been claimed recently that co f f ee 
innovat ion and lag behind their compet i tors abroad in 
of modern management . 

acqui s i t ion 
suf f i c ien t ly 

management . 
es tates lack 
many aspects 

Warning s igns are al so beginning to appear in smal lholder cof fee 
production . With low levels of management , a village cof fee bush 
is thought to have an economi c life of about 1 5  years . The period 
of mo s t  rapid expans ion of plant ings was 1 9 60-70 ; the younge s t  of  
tho se trees wi ll reach 15  years of age by  1 9 85 . Just  as out put 
rose qui ckly wi th rapid plant ing , so may i t  fall qui ckly in the 
absence of replacement plant ing and the careful management of 
input s .  

The re i s  great scope for increas ing smallholder producti on by 
impro ving yields on exist ing plot s .  Smal lholder yields are l i t t le 
mo re than hal f average es tate yields , and it would be poss ible wi th 
relat ively s imple changes in husbandry to narrow the yield gap 
cons iderably . 

Cof fee is  the only expo rt crop in Papua New Guinea that i s  subj ect 
to regulat ion of quant i t ies so ld . Pre sent ly , about one-third of 
Papua New Guinea' s  crop mus t  be st ored or sold to non-membe rs of 
the International Co ffee Organi zation at prices that are 40-50 per 
cent below those for s ale to Organi zat ion members . De spite the low 
prices received at the margin , i t  seems to make sens e for Papua New 
Guinea to cont inue to expand cof fee ou tput . Smal lholder product ion 
appear s to be pro f i t able even at the low non-member prices . In 
the me dium-term ,  Int ernational Co ff ee Ag reement expo rt quo tas are 
based on pas t production performance . During 1 9 80-84 , Papua New 
Guinea was allocated 1 . 2 per cent of the total Int ernat ional Cof fee 
Organi zat ion world quot a ;  increased product ion now may well lead 
to Papua New Guinea be ing granted increased quotas in the fu ture . 

The mos t  important government cont r ibution to the coffee industry 
has been the promotion , through the Coffee Indu stry Board , of a 
generally eff icient and equi table marke ting sys tem and an ef fect ive 
price st ab ili zation scheme . Wi thin thi s f ramework , the indus t ry 
has grown without large or spec ific  as sistance programs . The main 
is sues that need to be tackled at present appear to be as follows : 

Smal lholders need improved extens ion service s , which 
might be p rovided by the Cof fee Indus t ry Board or private 
management agencies . The se might concentrate on s imple 
yet important techniques such as pruning , drainage , 
fenc ing and the pi cking of cof fee only when ripe . 
Picking of unripe co f f ee in an attemp t to maximi ze income 
and poor smal lholder proces s ing of cherry to parchment 
have reportedly led to a decline in the qual i ty of 
smallholders'  cof fee in recent years . 
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Cocoa 

Cred i t  and o ther a s s i s t ance is needed by smallholders who 
wi sh to replace age ing plants  and ins t i tute improved 
management pract i ce s . This is  ne cessary because 
replant ing and the rehabilitation of  stand s would involve 
t emporary loss  of income and , in many cases , the use of 
hired labour . 

Smallholders require oppor tuni t ies  to sell coffee in 
cherry form.  Thi s might encourage more complete 
harve s t ing of  exi s t ing s t ands , reduce household wo rkloads 
and improve product qual i ty .  The Government would need 
to ensure the avai lability of f inance ( f ixed and working 
capi tal ) for the cons t ruct ion of  group-owned pulpe ries or 
pulper i e s  owned by exi st ing parchment buyers . 

Research into highe r-yield ing and diseas e-re s i s tant 
varieties  should be st imul ated . The int roduct ion into 
Papua New Guinea of  rus t  (which is  present in Irian Jaya ) 
or coffee berry disease could have devastat ing economi c 
and social effect s .  The importance of cof fee to the 
country nece s s i tates an increased res earch and extens ion 
effort . 

The education and training of  graduate cof fee agronomi s t s  
i n  Papua New Guinea should be improved . 

Cocoa is  the second mo s t  important agr i cul tural export crop in 
Papua New Guinea , yielding export earnings  of  K6 0 t o  K86 mi ll ion a 
year in the price boom years 1 9 7 7-79  and K30 to K50 mi llion a year 
during the early 1 980s . Cocoa accounted for about 6 pe r cent of 
Papua New Guinea' s exports  in 1 9 8 3 , or about 14 per cent of non
mineral export s . The prospects  for a signi fi cant increase in the 
output of cocoa during the rest  of the 1 980s  are good . 

The main cocoa producing areas in Papua New Guinea , especially the 
volcanic soils  of  the New Guinea i slands , are ideal for cocoa 
growing . Papua New Guinea cocoa is  generally of high qual ity , and 
the country has the s t atus of a 7 5  per cent f ine or flavour 
producer in the Internat ional Cocoa Organi zat ion . 

Throughout the period since Independence , about 80 per cent of  
Papua New Guinea' s cocoa product ion has come f rom two is land 
province s :  Nor th Solomons , whose share of  total output averaged 52 
per cent during FY 1 982- 1 9 84 and Eas t New Britain ( 29 per cent ) .  
Mos t  of the remaining product ion or iginated in East  Sepik ( 6  per 
cent ) ,  Madang ( 5  per cent ) ,  New Ireland ( 4  per cent ) ,  Wes t  New 
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Britain ( 2  per cent ) and Oro ( 1  per cent ) . The main two provinces 
accounted for 82  per cent of smallholder produc t ion and 80 per cent 
of es tate production in FY 1 984 . 

Papua New Guinea' s total cocoa product ion increased by only 0 . 5  per 
cent a year between 1 9 7 5-77  and 1 9 82-84 . However ,  this very slow 
r i se obs cures two clear and oppos ing underlying trends : an 
increase of 6 per cent a year in smallholder product ion ( 1 9 7 6 / 7 8-
1 982/ 84 ) and a decrease of 5 . 5 per cent a year in es tate  or 
plantat ion product ion ( see Char t 5 . 2 ) . 

Wi thin the smallholde r sector , growth was uneven . North Solomons 
was the s t rongest  perf ormer , wi th output growing at 7 . 5  pe r cent a 
ye ar . Some of  the minor producing provinces (Eas t Sepik and to  a 
lesser extent We st New Britain and Madang ) regi s tered high growth 
rates beginning f rom a low base . But the other dominant producer , 
East New Bri tain , regis tered almost  no growth at all unt i l  1 984 . 
Nat ionwide , smal lholder product ion rose from about hal f of total 
product ion j us t  after Independence to  almo s t  7 0  per cent of the 
total in 1 982-84 . 

Large-scale plantation cocoa produc t ion is  concent rated in the New 
Guinea i sland s and Madang province s .  There are wide difference s in 
recent estate performance among the dif ferent provinces .  The 
decl ine has been mo s t  rapid in New Ireland and slowes t  in North 
Solomons . The overall rate of  decl ine of estate production was 1 2  
per cent a year during 1 9 7 9-83 . 

Unt i l  the introduc tion of the Plantat ion Redistribution S cheme in 
1 9 7 5 , vir tual ly all cocoa estates were owned by foreigner s .  S ince 
1 9 7 5 , local owne rship has grown rapid ly , wi th some acqui s i t ions 
be ing made under the Scheme ' s powers and others by private t reaty . 
More recently , new int ermed iate scale es tates along the l ine s of 
the 5-20 hectare cof fee blocks have been es tabli shed ; these are 
owned ent i rely by local landowning groups . 

I t  is  e s t imated that about 1 5 , 000 worke rs we re employed on cocoa 
e s tates in 1 9 7 4 . Because of decl ining product ion and the 
int roduc t ion of labour-saving machinery and management me thod s in 
response to ris ing rural wage s ,  it  is e s t imated that cocoa e s t ate  
employment is now only about 7000 . Much es tate cocoa is grown 
under coconut s ,  a practice which reduces costs as well as 
increas ing and stabi l i z ing income s . 

The seni lity of  trees , which is  agg ravated by premature death and 
los s of vigour due to di sease , is one of the main problems in the 
es tate sect or . The product ive l i fe of a cocoa tree is  1 5-25 years 
depending on the extent of di sease and the general standard of 
maintenance . The indus t ry was established during the 1 9 50s and 
1 9 60s and est ate produc t ion peaked at 22 , 000 tonnes in 1 9 7 5 . It is 
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Chart 5.2 Cocoa P rod uction,  by Type of Prod ucer, 1 976/77 - 1 984 /85 
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known that there was l i t t le replant ing dur ing the 1 9 7 0 s . Mos t  of 
the stands have therefore reached the end of their economic lives , 
a conclus ion borne out by the recent rapid decl ine in product ion . 

Re turns to estate cocoa inves tment , especially redeve lopment of 
exis t ing es t ates , are attract ive , but the s ize s t ructure of the 
indus try is a severe impediment to inves tment . Two-thi rd s of  all 
cocoa e s tates have planted areas of  less than 200 he ctares , only 
one e s tate has a planted area of over 1 000 hectares , and only six 
are in the s i ze range 400-99 9  he ctare s .  Pol icy and pract ice are to 
encourage trans fer of  owne rship of estates to nat ional groups which 
are of ten il l-equi pped f inancially and managerially to  redevelop 
and run them . Many of  the foreign owners of es tates are neither 
interested in nor capable of redevelopment ,  but their hold ings are 
generally too small to be att ract ive to fore ign investors . Other 
areas of unused al ienated land would be sui table for larger s cale 
cocoa development , but the complex procedures involved in 
allocat ion of  land coupled with the weak land administrat ion system 
cause long delays whi ch are unacceptable to all but the mos t  
determined inves tors . 

Despite these problems , both the es tate and smallholder sectors of 
the cocoa indus try appear set  for a rapid expans ion in output 
dur ing the second hal f of the 1 9 80s . The Cocoa Indus try Board 
carried out a survey of redeve lopment and new development in the 
es tate sector in the lat ter hal f of 1 983 . The manage rs of 1 1 5 
estates  repor ted that they we re carrying out , or were intending to 
carry out redeve lopment and new development on a total of almo s t  
20 , 000 he ct ares ( 38 p e r  cent o f  the present e s t ate area under 
cocoa ) during the period 1 9 8 1 -90 . In mos t  cases the redeve lopment 
was repor ted to have begun . The total inves tment foreseen by the 
1 1 5 es tates amounts to about K46 mil l ion . Thi s is  an important 
turnaround from the trend in the later 1 9 7 0 s , when l i t tle or no 
redeve lopment took pl ace . In add i t ion , nine maj or proj e c t s  
involving large-scale rese t t lement , rehabili tat ion , or new 
development of cocoa are at the drawing board stage wi th gove rnment 
and quas i-gove rnment bodie s . Seve ral of these  proj ects  are 
expec ted to get under way in 1 9 85 . 

A key indicator of the level of conf idence in the co co a indust ry is  
the amount of  improved plant ing mate rial being d i s tributed . During 
1 983-84 , almo s t  7 mi llion new plant ing materials ( hybrid seeds , 
hybrid seed lings and buddings ) were dist ributed to e s tates and 
smal lholders , the Cocoa Indus t ry Board ' s  nurse ry at Tavilo 
account ing for almost  hal f of them. Allowing a conservat ive 
e s t imate of survival of 80 per cent , the total amount d i s t r ibuted 
from the six nurseries is  equivalent to about 7 500 hectare s .  The 
Cocoa Industry Board e s t imates very roughly that by 1 990 , as a 
resul t of this replant ing activity the volume of out put of the 
estate sector should be more than double i t s  1 9 84 level , while 
overall cocoa production should have increased by about two-thi rds . 
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As a result of maj or effort s by the Cocoa Indus t ry Board and by 
private management-cum-research companie s , re search into hybrid 
varieties and cocoa cult ivation techniques has been succe s s ful in 
significantly reducing d i s ease ( which has been a serious problem in 
the cocoa indus t ry in Papua New Guine a )  and more than doubl ing 
yield s . I t  i s  this research , toge the r  with the es tabl ishment and 
maintenance of large nurseries for produc tion and distribut ion of 
the improved seedlings , that has p rovided the s t imulus for the 
cocoa indus t ry to begin to turn itself  around during the las t 
couple of years . 

The Government ' s  main cont ribut ion to  the cocoa indus t ry in recent 
years has been through the revi tal i zat ion of the Cocoa Indus t ry 
Board . An important part of thi s revital i zat ion occurred when a 
large private company was engaged to  manage the Board ' s  research 
plantat ion at Tavilo and improved plant ing materials operat ions . A 
number of othe r  measures would further he lp the cocoa indus t ry :  

The Pl antat ion Red i s t ribut ion Scheme should be repealed . 
Although the scheme i s  pre sent ly suspended , the fac t  that 
it is s t i l l  on the books act s as a dis incent ive to 
reinves tment on e s t ate s . 

The repeal of the Plant at ion Red i s t r ibution S cheme 
notwi ths tanding , new measure s should be introduced to  
ensure that a substant ial proportion of all  estates ( say 
80 per cent ) i s  rehabilitated . If rehabi litation has not 
been carried out by a given date , the leaseholder should 
forfeit the lease . If  the l and is held f reehold , the 
owner should be given a fair valuat ion and offered the 
opt ion of sell ing the land at that price or having it  
compul sorily acqui red . It  should be publicly announced 
that leaseholders and owne rs who substantially 
rehabili tate the i r  es tates wi ll not be af fected by these 
measure s .  The adminis t ration of  the Lands Department 
wi ll need to be improved to enable such s teps to be 
implemented , and private surveyors might also need to be 
employed . 

Finance is  required for smaller plantat ions that wish to 
rehabil i t ate their crops but lack collateral for 
commercial bor rowing . 

Improved plant ing materials are requi red by smal lholder s  
in provinces ( o ther than North Solomons and E a s t  New 
Britain ) that have a proven potent ial for increased cocoa 
growing . These include Wes t  New Bri tain and Oro . 
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Coconuts 

The private cocoa management agencies that have done so 
well in Eas t  New Britain and North Solomons should be 
encouraged to extend their act ivi ties into new areas . One 
pr ivate management company wi th a proven record of 
succes s  in extens ion-type act ivi ties in the Gazelle 
peninsula has proposed to t he Eas t New Bri tain Provincial 
Gove rnme nt that it take over some of the Department of 
Pr imary Indus t ry' s cocoa extens ion work in a designated 
area . I t  would do this as a pilot proj ect to encourage 
and a s s i s t  smal lholders to replant wi th improved plant ing 
materials . Given that management agencies special i z ing 
in parti cul ar crops have a much be t ter record of 
as s i s t ing smallholders in the produc t ion of these crops 
than general i s t  extens ion workers employed by the 
Department of Primary Indus try , this  and similar 
ini t iat ives should be exploited . 

Copra , or dried coconut meat , is Papua New Guinea' s longes t
establi shed export indus t ry .  In the earl y  1 900s i t  compri sed about 
90 per cent of the total value of export s ,  and as late as 1 9 50 i t  
still  accounted f o r  nearly 70 p e r  cent . More recent ly it  has been 
overtaken by cof fee as well as mineral s .  Neve rthele s s , copra 
remains Papua New Guinea' s second or third most important 
agricul tural expo rt crop depending on the relat ive prices of copra 
and cocoa . In 1 983 , copra and copra oil  toge ther accounted for 
about 7 per cent of Papua New Guinea' s total expor t s , or 15  per 
cent of non-mineral export s .  During the f i rs t  nine months of  1 9 84 , 
in res ponse to a sharp increase in copra prices , the volume of  
expor t s  of copra increased by 36 per cent as compared wi th the 
f irs t nine months of 1 983 . 

Though coconut s are grown in mo re or less  the same areas as cocoa , 
the geographic spread is  more even . Five provinces accounted for  
88 per cent of total copra produc t ion in  1 9 83 : Eas t New Bri t ain ( 32 
per cent ) , North Solomons ( 1 6 per cent ) , Madang ( 1 5 per cent ) ,  New 
Ireland ( 1 4 per cent ) , and West  New Britain ( 1 1 per cent ) .  The 
remainder was d i s t ributed mainly among Milne Bay ( 4  per cent ) ,  
Cent ral ( 2  per cent ) ,  Eas t Sepik ( 2  per cent ) , Morobe , Manus , Gul f 
and Wes t  Se pik ( 1  per cent each) . The f ive key provinces ac counted 
for 85 per cent of smallholder produc tion and 92 per cent of es tate 
produc t ion . The future of the copra indus t ry is  par t i cularly 
import ant to those lowland areas of  the mainland where al ternative 
economi c opportunities are few.  The high cost  and irregulari t y  of 
transport from these areas is a problem . 

The vo lume of exports  of copra has fluctuated widely be tween 7 4 , 000 
and 1 02 , 000 tonnes since 1 9 7 3  wi thout showing any clear upward or 
downward trend . If  1 98 2-84 is compared wi th 1 9 7 5-7 7 ,  however ,  
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there is a sl ight downward trend in production of about 1 . 1 pe r 
cent a year ( see Chart 5 . 3 ) . Underlying these overall figures , a 
decl ine in estate product ion has been not qui te off set by an 
increase in smal lholde r  production . The volume of  exports  o f  copra 
oil , by cont ras t ,  has increased st eadi ly at an average annual rate 
of  about 4 . 1  per cent . 

Chart 5.3 E xports of Copra and Copra O i l ,  1 973 -84 

Vl Q) c c 
2 
"'O c 
� 
� 

1 00 

90 

80 

0 70 £ 
Vl 
+-' 

0 � 40 Q) 

Q) 
E 
� 

0 
> 

30 

20 

a Estimates 

- - - - - - J .,� 

Copra oil exports ,," 

__ .,, 
"'"" _ __ _ _ - -- --

/ 

,,,,. ,, ...... ...__ _ 
- - -� 

Source: Data suppl ied by the Depa rtment of Pr ima ry I ndustry , Port Moresby . 

The value of export s of copra products  recovered sharply during 
1 9 83-84 from extremely low value s in 1 982 . The greater part of the 
recove ry was due to  high prices , though there was some increase in 
output as well . The main reason for high copra prices in 1 983-84 
appears to have been unfavourable weather cond i t ions in the 
Phil i ppine s , Indone sia and India which have helped to  reduce world 
copra produc t ion to  a ten-year low . Once production in these 
count ries recovers , prices seem l ikely to decl ine again . 
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Al though mos t  copra was produced on e s t ates unt il the 1 9 50 s , 
smal lholders now account for about 60 per cent of produc t i on ,  up 
from 42-45 per cent dur ing 1 9 7 3-7 7 . Coconuts  are grown in almo s t  
a l l  village s i n  the coastal areas , and are a n  important item i n  the 
sub s i s t ence diet as well as being proces sed into copra for  mi ll ing 
or di rect expor t .  I t  has been e s t imated that over 20 per cent of 
coconuts  are consumed dome s t ically . Coconuts  are extens ively 
interplanted wi th cocoa on both smal lhold ings and plantat ions , and 
cat t le are run on some copra plant ations . 

Es tate produc t ion decl ined at about 7 per cent a year dur ing 1 9 7 9-
83 , whereas smal lholder produc tion increased by about 1 per cent a 
year . There are signifi cant d i f f erences among provinces in the 
trend of est ate product ion . In We st  New Britain , Madang and East 
New Britain , product ion is  holding up much be tter than the nat ional 
ave rage ; in New Ireland , Mi lne Bay and North Solomons , it is 
decl ining conside rably more qui ckly . 

Empl oyment on copra estates was e s t imated at 1 2 , 000 in 1 9 76 . S ince 
then it has decl ined due to low returns which caused managers to 
economi ze on labour use , especially in maintenance . Wi th the 
re cent high prices for copra it is  reported that employment has 
increased , al though precise f igure s are no t avail able .  It is 
e s t imated that empl oyment is present ly around 1 0 , 000 . 

As wi th co coa esta tes , unt i l  1 9 7 5  almo s t  all copra estates were 
owned by fo reigners , but s ince then many have been acquired by 
nat ional interes ts . While details are no t ava ilable , it seems that 
the acquisition powers of  the Plantat ion Red i s t ribut ion Scheme 
have been used more than nego t iated sales in the case of copra 
plantations , large ly because of the low earnings f rom copra and the 
cons equent low abi lity of the purchasers to se rvi ce debt . 
Generally speaking , acqu i s i t ion by nat ional interes ts  has not led 
to redevelopment as i t  has on a number of cocoa estates . One 
problem is that mo s t  exi st ing copra es tate hold ings are too small 
to be at trac tive for redevelopment on modern estate line s . Even 
more important , howeve r ,  is the relat ive ly poor earnings from copra 
and the consequent comme rcial unatt ract iveness  of copra 
redevel opment . 

The average yield on copra estates is about 0 . 6  tonnes per he ctare . 
This is insuf f icient for plant ations to be economi cally viabl e and 
to be able to gene rate the cash flow requi red to encourage and 
f inance replant ing or in some cases even maintenance . Better
managed estates yield twice or three t ime s the nat ional ave rage , 
and their pe rformance is mo re ind i cat ive of the l ikely produc t ivity 
of the indus try if redevelopment were to occur . 

Senility of coconut trees i s  the factor mos t  respons ible for low 
estate yields . Yields of the variet ies grown in Papua New Guinea 
start to decl ine after the palms are 30 years old ; from age 50 the 
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decl ine in yield accelerates . A 1 9 7 8  survey reported that the 
f ir s t  plant ings of coconut s had occurred more than 50  years earlier 
on 7 0  per cent of  plantations . On 50 per cent of plantat ions , 
first  plant ings had occur red more than 60 years previously . The 
survey also reported l i t t le replant ing or intent ion to rep lant 
since 1 9 7 0 .  Thi s find ing is supported by the mos t  recent Nat ional 
Stat i s t ics Off ice s t at i s t ics on planted areas . Clearly , recent 
replanting ac tivity has not been suf f i cient to maintain produc t ion .  
Neithe r  the re cognit ion that ageing palms we re a prob lem i n  the 
indus t ry nor the lack of intere s t  of planters in replanting is  new ; 
part of an Int ernat ional Deve lopment As sociat ion credi t  was 
allocated to coconut replant ing in 1 9 70  but was unused owing to 
planter lack of intere s t . Given that coconut products  were the 
second bigge s t  agr i cul tural export  earner in 1 983 and 1 984 , the 
extremely low level of inves tment in the indus t ry and the 
increas ing seni l i ty of exi s t ing trees are of cons iderable concern . 

Since most  es t ate coconut trees we re planted more than 50 years 
ago , the Papua New Guinea indus try has obvious ly not taken 
advantage of re cent advances in coconut b reed ing . However ,  the 
Government has e s t abli shed a hybrid coconut seed production uni t at 
Omoru in Madang Province . Unf ortunately , i t  appears that quali ty 
cont rol on this operat ion has been unsatis factory and that seednuts 
produced are mixed dwarf and hybrid material . Some planters who 
were us ing Omoru nuts  for replant ing have ceased us ing them for 
this reason . For areas out s ide Madang Province , t ransport is  also 
a problem . Freight is  expens ive for the bulky unhusked nut s , but 
more importantly the d i f f i culty in organiz ing · direct shipment and 
the adverse effect of t ransport delays on seedl ing vigour depress  
the yield  potential o f  nut s  which are planted out . 

Expansion of plant ing wi th trad it ional tall palms i s  unat tract ive , 
and the key to future expans ion i s  the provis ion of hybrid or other 
superior seednut s .  A privately-owned es tate  on Wes t  New Britain 
has the capaci ty to produce hybrid seednut s but the availabi l i ty of 
Omoru nut s  at sub s id i sed prices has so far forestalled the 
development of commercial demand for them . Serious at tempts  at 
coconu t  replant ing would require the development of hybr id seed 
product ion unit s  in the areas in which replant ing is  to t ake place . 

Even with the higher-yield ing and earl ier-maturing hybrid coconut s ,  
the future of  es tate copra product ion is  l ike ly to be in 
combinat ion with either cocoa or cat tle . When combined with cocoa , 
copra will be very much the j unior partner , s ince income from cocoa 
is  normally several t ime s that f rom copra . On suitable land , given 
that cocoa has a shorter immature period than copra and t hat cocoa 
canno t be interplanted unt il  the coconut palms are one to three 
years old , it is  also l ikely that sole cocoa will be more 
at t ract ive to some planters than coconu t s / cocoa . S ince high 
qual i ty cocoa p lant ing mat erials are available current ly in Papua 
New Guinea whereas high qual ity  coconut plant ing materials are not , 
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i t  is l ike ly that sole cocoa wi ll be planted on land whi ch is 
sui table for interplanted coconut s and cocoa . If coconuts  are to 
retain a maj or role in the main producing areas , i t  is  important 
that seednut produc t ion capacity be developed quickly and that 
management sys tems whi ch permit early interplanting of cocoa be 
adopted . Such sys tems have been developed in the Solomon Island s 
by Levers Solomons Limi ted . 

Hybrid palms may prove infer ior to tradit ional tall palms unless 
close at tention is paid t o  plant nut rit ion and management .  Thus , 
any smal lholder development push would need to  be accompanied by a 
cons iderable extension effort to ensure that sound establishment 
and management prac t i ces are followed . 

S teps are current ly be ing taken to beg in collaborat ive research 
be tween the Copra and Cocoa Indus try Board s and the Department of 
Pr imary Indus t ry .  As coconut s will generally need to be combined 
wi th cocoa or cat tle to  be at tract ive as a new plant ing 
propo s i t ion , this is a sens ible st ep . I t  may be worth invi t ing the 
private company that has had much success in manag ing the Cocoa 
Board ' s  research st at ion at Tavi lo (a company which has substant ial 
intere s t s  in the coconut indus t ry )  to participate act ively in on
going research on co conut s .  

In coconut producing areas , it would be wo rth examining the 
potential for us ing coconut by-p roduct s  as the bas i s  of small-scale 
indus tries . In some count ries , includ ing the Philippines , coconut 
fibre is  used for matt ing , the shell is  used to  make high quali ty 
charcoal , and the water is used in making vinegar . 

Oil Pala 

Oil palm has been the fas t e s t  growing agricul tural export crop in 
Papua New Guine a .  The vo lume of expo rts of  palm oil grew by 20 per 
cent a year on average be tween 1 9 7 5- 7 7  and 1 982-84 ( see Chart 5 . 4 ) . 

Expo rts of palm oil we re valued at over K20 mill ion a year in 1 982-
83 . In 1 9 84 , as a result of sharply higher prices and an increase 
in the volume of product ion of  close to  50 per cent , expo rts were 
expected to reach K7 0 mi ll ion . The steep increase in output in 
1 984 was part ly a response to higher prices and partly a result of 
previous inves tment s coming to ma turity . 

Palm oil exports accounted for j us t  under 4 per cent of the total 
value of Papua New Guinea' s exports  in 1 983 , or 1 0  per cent of the 
value of tree crop expor t s . In 1 984 , when the total value of tree 
crop expo rts  was expe cted t o  inc re as e b y  some 58 pe r cent , oil palm 
was expected to double i t s  share to 20  per cent . 
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Chart 5.4 E xports of Pa lm O i l ,  Tea and R ubber, 1 975-84 
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Commercial oil palm deve lopment in Papua New Guinea s tar ted in 
1 9 6 7 . The indust ry currently cons i s t s  of three nucleus e s t ates 
each involving smallholder and estate pl ant ings as well as 
proce s s ing faci l i t ie s . Two are located in We s t  New Brit ain and the 
third is in Oro . Al l estate companies are owned SO per cent by the 
Government and SO per cent by a f ore ign inves tor . Two of the 
foreign invest ors are Bri t ish-based , one being the Commonwealth 
Development Corporat ion . The thi rd partner i s  Belgian . 

About hal f of the oil palm f resh f ruit bunche s are produced on 
e s tates . Smal lholder f ruit i s  processed in the mills at tached to 
the estates , be ing priced accord ing to a formula based on the 
prices of the end produc t s , conversion ratios  and mi ll ing cos ts . 
About 5000 people are employed on oil palm e s t ates . 

The areas in which oil palm is  produced are very favourable for the 
crop , and product ivi ty i s  high . Indeed , one of  the f ew te chni cal 
problems in the indus try is  caused by the envi ronment being too 
favourable ;  the palms quite qui ckly grow too tall for easy 
harve s t ing , and they need to be replanted earlier than would 
otherwise be the case . This disadvant age is compensated for by 
earlier maturity  and higher yields . 

The late s tart of the indus t ry has proved to be an advantage . All 
plant ings are of high qual ity and mil l ing faci lit ies are mod ern and 
eff icient . Pe rhaps of greater importance , e s tates are large enough 
to  ensure efficient mi ll ing , and the " small farm problem" , whi ch is  
so serious in  the copra and cocoa indus tries , has been avoided . 
Oil palm es tates are also large enough to j us t ify the acquis i t ion 
of the s cient ific and othe r skills  and services that are necessary 
for e f f icient estate operat ion . The qual i ty of  palm oil  produced 
has been high. 

Oil palm research is f inanced and cont rol led by the indus t ry .  The 
f i rst  es tate company es tabl i shed i t s  own research st ation and the 
othe r developing companies subsequently agreed to share the 
f inancial burden and bene f i t s  o f  i t s  work through the oil palm 
producer s '  associat ion . The research work i s  highly regarded and 
Papua New Guinea has earned s igni f i cant income from expo rts  of oil 
palm seed . 

A technical improvement of cons iderable bene f i t  to the Papua New 
Guinea indus t ry has been the introduct ion of the pollenat ing 
weevi l .  Thi s has resul ted in lower labour cos ts due to the 
el iminat ion of hand pol lenat ion , higher f resh f ruit yields and 
higher recovery rates , especially of kernel , from fresh fruit 
bunche s .  S imilar bene f i t s  are being real i zed in other oil palm 
producing count ries , and it  is likely that downward pres sure wi ll 
be exe rted on the prices of  oil palm products  as a resul t .  
Howeve r ,  the compet i t ive po s i t ion of the world-wide oil  palm 
indus t ry relat ive to o ther sources of oils  and fats should be 
enhanced . 
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The commercial health of the oil  palm industry mat ches its  high 
s t andards of techni cal productivity . Returns to oil palm 
inve s tment s are att ract ive , and all three operat ing companies are 
seeking fur ther inves tments in the industry and new areas of land 
on which to establish fresh proj ects . The first  of the companies 
has now planted about four t imes the area provided for in the 
or ig inal agreement , and has built  a second mi ll . As the exi s t ing 
oil palm companies may soon approach full commi tment ,  there is a 
need to at tract add i t ional e s t ate companies which are capable of 
developing and managing new schemes . 

Tea 

The value of Papua New Guinea' s exports of tea was KlO  mi llion in 
1 98 3  and was expected to rise to a record K l 6  mil l ion in 1 984 as a 
resul t of increased prices . Tea accounted for 2 per cent of Papua 
New Guinea' s total expor t s  in 1 9 8 3 , or 4 per cent of non-mineral 
export s . 

Tea growing was promoted during the 1 9 60s as an alternat ive to 
cof fee in the densely populated highland s region . Al though it was 
intended that the industry should deve lop along nucleus estate 
lines i t  never proved popular as a smal lholder crop , and production 
is  now almost  ent i re ly on es tate s . There are seven factory estates 
and a number of small es tates wi thout factories .  Six of the seven 
factories are located in the Wes tern Highland s Province and the 
other is in Southern Highland s .  

The bearing area of tea peaked at almo s t  3000 hectares in 1 9 7 5 , but 
had declined to  2 6 2 5  hectares by 1 9 7 8 .  The average rate of  growth 
of the volume of export s of tea f rom 1 9 7 5- 7 7  to 1 9 82-84 was 3 . 5  per 
cent a year , but mos t  of this growth had been regi s tered by 1 9 7 8  
( see Char t 5 . 4 ) . Expor t s  of tea peaked at j us t  under 8000 tonnes 
in 1 980 and have ranged f rom 6 500 to  7 500 tonnes over the pas t  few 
years . Empl oyment on tea estates was over 5000 in 1 9 7 0 , but is  now 
e s t imated t o  be about 3000 . 

The main tea growing area , the Wahgi Valley of Western Highlands 
P rovince , is ideal for tea . Yie lds are high by world s t and ards , 
and so is  the quality . Tea breeding work in Papua New Guinea has 
been very effective and high yield ing clones producing a good 
qual ity leaf have been developed . Despi te the se advantages , tea 
e s t ates  made l i t t le progres s  after the ini t ial development was 
completed in the early to mid 1 9 7 0 s . Prices were low and the high 
cos t  of  labour in Papua New Guinea for such a labour-intensive crop 
made produc t ion unprof i t able . In a number of cases , returns barely 
covered operat ing cos t s , but product ion cont inued in the hope of 
improved future returns . 

Two development s have dramatically changed thi s  s ituat ion over the 
past f ew years .  P lucking has been mechanized , s igni f i cant ly 
reducing labour cos t s  while improving quality . Employment 
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s t a t i s t ics are unavai lable , but one estate repo rts reduc t ions of 25 
per cent in total labour cos t s  and 40 per cent in f ield labour 
cos t s  following mechanizat ion of plucking . Despite this 
development , tea produc t ion is  s t i l l  very intens ive in labour use , 
providing about one j ob per he ct are of tea planted . 

The second maj or deve lopment was the rise  in prices which occurred 
in 1 983 . Thi s was ini ti ally triggered by a temporary ban on tea 
exports  by India . Thi s ban has subsequently been l i f ted , reimpo sed 
and lif ted again , and the leve l at which prices wil l  set tle 
eventually remains unclear . Howeve r ,  the outlook for prices is 
much brighter than it  was a few years ago s ince a number of 
expor ters , like Ind i a , are expe riencing s t rong growth in dome s t i c  
cons umpt ion which is reduc ing their abi l i ty to export . World Bank 
price forecas t s  have been revi sed upwards s igni f icant ly f rom their 
earlier pe ssimi s tic levels . 

These developments mean that , for the f irst  t ime for many years , 
investment in tea may again become profi table . The mos t  at tract ive 
form for inve stment to take is likely to be expansion of plantings 
on exi sting es tate s .  

Rubber 

The value of Papua New Guinea expor t s  of rubber was K2 . 2  mi llion in 
1 9 8 3 , and was expe cted to rise to K2 . 6  million in 1 9 84 . Rubber 
accounted for less than hal f of one per cent of Papua New Guinea' s 
total expo rts  in 1 983 , and les s than one per cent of non-mineral 
exports . 

Rubber is a long-e s tabli shed indus try in Papua New Guinea , dat ing 
from early thi s century . However , the industry has had a cheque red 
hi s t ory and produc ti on has decl ined steeply from i t s  peak of 6 500 
tonne s recorded in 1 9 7 1 -7 2 . The volume of  expo rts decl ined by 
fully 44 per cent be tween 1 9 7 5- 7 7  and 1 9 82-84 , or  5 . 3  per cent a 
year on average ( see Chart 5 . 4 ) .  Thi s decl ine was rever sed in 1 9 83 
and 1 984 when expo rts  inc reased by a total of  28 per cent from 
their hi storic low point of 2337  tonne s in 1 982 . Export earnings 
have varied widely in recent years from K3 . 8  mi llion in 1 980  to 
Kl . 4  mill ion in 1 982 . 

Es tates produce about 85 per cent of Papua New Guinea' s rubber and 
in re cent years some smal lholder cup lump rubbe r has been proces sed 
at factories attached to es tates . Employment on rubbe r plantat ions 
has fallen in line with product ion from over 6000 in 1 9 7 2  to  about 
1 300 recently . I t  now appears to be ris ing as redevelopment work 
get s  under way . 

The area 
hect ares 

of  es tates planted wi th rubber in 1 98 1  was about 
compared wi th the peak area in the early 1 960s of 
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1 4 , 000 hectares . About 95 per cent of the planted area i s  in the 
Papuan region , mainly in Cent ral P rovince . However ,  s ignifi cant 
plant ings have al so occurred in New Ireland . As wi th the other 
longer-e stabli shed plant at ion indus tries , holdings are small .  
Ove ral l , the ave rage rubber hold ing has a planted area of about 200 
hectare s ; in the Papuan region , the ave rage area is  about 250 
hectare s .  Such areas are too small for es tate development by 
fore ign investors . 

Rubber estates were establi shed by fore ign inves tors but , as wi th 
other indus tries , owne rship has been sub s t ant ially trans ferred to 
national intere s t s  since 1 9 7 5 . Given the run-down cond i t ion and 
low returns of many plant ations , most  of these transactions have 
been under the auspices of the Plantat ion Redi s tribut ion Scheme . A 
number of e s tates are s t i l l  owned by government since earnings are 
insuf f i cient to enable intending purchasers to repay the purchase 
price . However ,  one group of rubbe r e s t ates has been bought by an 
international agricultural company which intends  to  redevelop them 
as a uni t .  

There has been l i t t le replant ing on rubber es tates and they are 
characteri zed by old seedling t rees of low yield potential . 
Although growing areas are wel l  sui ted to rubbe r production , yields 
are the refore poor . This , combined with r i s ing labour cos ts  and 
generally low rubbe r prices , has led to a lack of conf idence in the 
future of the indus t ry on the part of es tate owners . The poor 
quali ty of plant ing material used is probably a direct consequence 
of the s t ructure of the indus try , typif ied by smal l owner-managed 
uni t s  that are largely isolated f rom the rubber indus try in othe r 
count rie s . 

Labour productivi ty has been low . Fixed weekly wages were paid ( as 
was required by law unt il recent ly ) , labour-intensive tapping 
sys t ems we re used , and variable qual ity ribbed smoked sheet was 
produced , the proce s s  for whi ch i s  also labour-intens ive . High 
labour turnover reduced the potential for gradual ly improving 
labour skil l s  whi ch are especially important in tapping . 

The out put of smallholder rubber appears to have declined over 
t ime .  Smallholder yields have tended to  be low due to the use of 
poor plant ing material s , poor tapping techniques , and ir regular 
tapping . Lack of  transport and inadequate marke ting facil i t ies and 
servi ces have also severely hampered smal lholders , especially those 
in more isolated areas . 

As in the tea indus try , the recent adoption of improved labour
saving technology in Papua New Guinea has improved the outlook for 
rubbe r . Techni cally specif ied rubber is  now being produced and , 
apart f rom the f act that thi s is  a more acceptable product than 
ribbed smoked shee t , the proce s s  is  much more efficient in the use 
of  l abour than the r ibbed smoked sheet proces s .  Tapping systems 
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which are more labour e f f i cient can also be adopted for technically 
specif ied rubber production , and the tapping workload is  reduced 
s ince cup lump rather than latex has to be transported from the 
f ield . The techni cal ly specified rubber proce ss has the 
disadvant age that it requi res reasonably high throughput for 
e f f icient operat ion and it is theref ore no t economi cal ly feas ible 
for  ind ividual smallholders or even small estates . Smallholder cup 
lump is already be ing proce s sed in techni cally specif ied rubber 
factories on estates as well as in the two government-owned 
techni cal ly specif ied rubber factories . Al though cup lump is not 
peri shable , as is  oil palm fresh frui t , the fa irly high mo i s ture 
content of cup lump make s it de s irable to minimi ze the distance 
be tween the produc ing area and the fact ory . The adopt ion of the 
techni cally specif i ed rubbe r proces s  therefore creates cond i t ions 
sui table for nucleus e s tate development along the lines of  the oil 
palm indus try . 

Recent change s of ownership and management on a number of estates 
have resul ted in incre ased at tent ion being given to  plant ing clonal 
mater ial wi th high-yield po tent ial . A number of es tates are now in 
the process  of slaughter-tapping old trees prior to replant ing and 
i t  appears that the redevel opment of rubber estates along more 
e f f icient lines is about to begin . Hence , some growth in out put 
from the pre sent small base may be expected . 

As ses sments  of the returns to rubber inve stment vary . It would 
probably be generally accepted that on sui table land cocoa would 
produce higher returns than rubber . However ,  cocoa is  more 
demand ing in terms of the growing environment and rubber wi ll grow 
well in some areas where cocoa wi ll no t .  Thi s is especially the 
case in many par ts  of  the Papuan region where rubber is al ready 
we ll e s tabl ished , and ce rtainly many exi s t ing rubber e s t ates are 
sui table for rubber but not for cocoa . It  is in areas where there 
are few alternat ives for  earning cash incomes , like the lowland 
areas of Western , Gulf  and Wes t  Sepik Provinces , and inne r Eas t 
Sepik , that rubber s t i l l  has an important role t o  play in Papua New 
Guinea . 

Minor Export Crops 

As the Med ium Term Development St rategy paper point s out , the minor 
expor t  crops cardamom , chillies and pyrethrum have exi s ted for  many 
years wi thout signi f i cant expans ion . They have rel ied to a large 
extent on Depar tment of Pr imary Industry marke t ing servi ce s and 
thi s has been a serious cons traint . Establishment of a more 
effective buying sys tem alone might result in growth .  The re is  
also evidence of widespread plant ing s  of cardamom wi thout 
comparable ef fort in the provision of d rying facilit ies and 
marke ting services . At tention to these mat t ers could resul t in 
s trong growth of this indus try and a welcome fur ther 
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diversificat ion of the agricultural export base . Fai lure to 
provide processing and market ing facili ties , on the o ther hand , may 
well result in the wides pread disil lusionment of growers , and long
term harm to the indus t ry .  

1 09 





6 .  FOREST PRODUCTS AND FISHERIES 

Forest Products 

Fores t s  cover 87 per cent of Papua New Guinea' s  land area and are a 
maj or natural resource even though much of the forest is unsui table 
for comme rcial exploi tat ion . The bulk of Papua New Guinea' s fore st  
indus try production is in  the form of round logs for expo rt , but 
the industry al so supplies process ed timber products to both 
dome s t ic and export marke t s . More than half of the value of 
processed produc t s  is sold domestically , mo s t ly in the form of sawn 
t imber and plywood . 

The value of fore s t  product expo rts  has mo re than trebled since 
Independence from about Kl 7 mi l l ion a year during 1 9 7 5-7 7 to about 
K60 mil l ion a year dur ing 1 982-84 . The lat ter figure represent s 
close to  10  per cent of Papua New Guinea' s total export revenues , 
or about 20 per cent of the value of non-mineral expor ts . This 
places forest products second only to co f fee among non-mine ral 
earne rs of foreign exchange . 

The main growth item in fore s t  indus try exports  has been logs , 
which increased i t s  share of the sector' s exports f rom about hal f 
in 1 9 7 5-77  to about 80 per cent in 1 982-84 . The othe r main export  
items are woodchi ps ( 1 0 per  cent ) ,  sawn t imber (6  per  cent ) and 
plywood ( 4  per cent ) .  The volume of expo rts  of logs  increased on 
average by 16 per cent a year be tween 1 9 7 5-77  and 1 9 82-84 , a rate 
of growth in export  output second only to  that of palm oil . By 
cont ras t ,  exports of wood chips and sawn t imber both fell by more 
than hal f over the same period ( s ee Char t 6 . 1 ) .  During the first  
nine months of 1 9 84 , the volume of  logs exported increased by 35 
per cent . Thi s ri se was partly a res ponse to higher prices and 
partly a result of previous inves tments coming on s t ream. 

More than four- f i f ths of the total log harvest in 1 98 1  came from 
f ive provinces : Madang , We s t  New Brit ain , Morobe , Eas t New Brit ain 
and New Ireland . However ,  many provinces possess  forest re s ources 
that have been identif ied as having signi ficant potent ial for 
future deve lopment . The se include , in add i t ion to the province s 
mentioned above : Wes tern , Gul f , Cent ral , Mi lne Bay , Oro , Manus , 
Eas t  and Wes t  Sepik and West ern Highl ands . About 9 5  per cent of 
all log exports go to Japan and Korea , whi le sawn t imber and 
woodchips are mainly exported to Aus tralia , New Zeal and and Japan . 

The prospects for future growth in the volume of Papua New Guinea' s 
exports  of logs are good . World demand for tropical hardwood s is 
s trong , especially in fas t-developing wood-def icit countries such 
as Japan , Korea , Hong Kong , Taiwan and Singapore . At the same 
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Chart 6. 1  Exports of Forest Prod ucts, 1 975-84 
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time , exports of logs from competing countries are stagnat ing as 
their  timbe r res ources be come depleted and as they use more of 
their t imber f or proce s s ing . Be cause world demand seems likely to 
grow more rapidly than world supply , the med ium- t e rm ou t l ook fo r 
the inte rnational price of logs is favourable ,  unl ike , the med ium
term prospects  for the prices of  a number of Papua New Guinea' s  
agricul tural expo rts . 
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The ini t ial pol icy of the Papua New Guinea Government during the 
1 9 7 0s was to requi re forest  indus t ry inve s tors to e s t abl ish 
faci l i t ie s  for proces s ing log s into sawn lumbe r ,  plywood , etc . 
There were two main d i f ficul t ies with this pol icy . First , the 
cos t s  of process ing timber in Papua New Guinea are high. Papua New 
Guinea' s natural fore s t s  contain a large number of specie s ,  and 
thi s limi t s  seve rely the economies of scale that can be obtained in 
processing . Wages f or t imber proce s sing workers in Papua New 
Guinea tend to · be three to f ive time s greater than tho se in 
Indone sia , the Philipp ines or Thailand . Shortages of skil led 
labour ( and the consequent need to hire expens ive expat riates ) , 
inadequacies in infrastructure and communi cat ions , and the small 
size of the dome s t i c  market all add to uni t  cos t s . 

The second problem wi th the policy of the 1 9 7 0s was that the 
internat ional relat ive prices of log s and processed t imber favoured 
logs . This was partly a ref lection of the fact that the main 
consuming countrie s ,  including Japan and Korea , had exces s  capacity 
in their t imber proce s s ing indus tries and thus s trongly preferred 
import ing logs to sawn t imber . 

As a result of the high cos t  of process ing timber in Papua New 
Guinea and the low internat ional price of processed timber ,  the 
companies that did agree to  set up proces s ing facil i t ies in Papua 
New Guinea lost money .  Therefore , desp i te the pro f itabil i ty of  
export ing logs they paid lit tle or no corporate income tax , and the 
government ' s  tax take f rom the indus try was less than it would 
otherwi se have been . Eventually , a number of the companies that 
had l aid out a total of several mill ion kina to e s tabl ish sawmills , 
a woodchip mi ll , and the like , decided to leave these plants 
standing idle in order to minimi ze their losses . 

In the light of the disappointing resul t s  of the local process ing 
s t rategy , the Government undertook a maj or review of fore s t  policy 
which resulted in the publicat ion of the Revised Nat ional Fore s t  
Policy White Paper in 1 9 7 9 .  The Whi te Paper acknowledged the 
d i f f i culties of establishing domestic  proce s s ing industries on a 
sound comme rcial f oo t ing in exi s ting market cond i tions , and agreed 
to permit increased log export s . It recogni zed that such exports  
could generate much-needed foreign exchange and employment , as well 
as increased tax revenues ; about 25 per cent of the total revenues 
received by log exporters is paid out in export t ax ,  corporate tax , 
remi t ted pro f i t s  tax , and royal t ie s  di sbur sed to the nat ional and 
provincial governments and to l andowners . Fur ther , the Whi te Pape r 
recognized that expor t s  o f  logs could as s i s t  in the longer-term 
goal of es tab l ishing a market f or lesser known Papua New Guinea 
timber specie s . 

The resul t s  of this change in pol i cy can be seen clearly in the 
d ata on the volume of expor t s  of f orest product s  that are presented 
in Chart 6 . 1 .  Exports  of log s , which were no greater in 1 97 9  than 
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they had been three years earlier , immediately began their rapid 
and sust ained rise , indi cat ing j us t how powerful a force for growth 
the removal of government regulati ons that s t i f le private indust ry 
can some times be . 

From 1 9 7 9  onward s expor t s  of proce ssed t imber produc t s  dropped 
sharply (woodchips ) or began to decl ine ( sawn timber ) as firms that 
had been export ing small quant i t ies of these items at a l o s s  to 
earn favour with the Government ceased doing so . 

Al though the 1 9 7 9  Whi te  Paper marked a signi f i cant improvement in 
forest indus try pol icies , seve ral problems remain . 

First , given that the resource is suf ficient to sus t ain a 
substantial expans ion of the log harve s t , the climate for f o reign 
inve s tment wi l l  need to be improved if cont inuing growth in output 
is to be maintained . Exi s t ing f oreign inve s tors complain that it  
take s far too long , of ten several years , for agreement s regarding 
the development of f orest resources to be completed . In add i t ion , 
t he requirement that fore ign firms should have local equi ty  
participat ion is  of ten a hindrance , s ince in  many cases such 
participat ion canno t be found . In order to increase the rate at 
which the s igni fi cant benefits  of forest industry inve s tments are 
obtained , it would be worth devot ing add i t ional resources to 
ensuring that new agreements are comple ted s peed ily and dropping 
the local equity requi rement . 

Second , the refores tation pol icy needs to be reviewed . 
Refore s t at ion is  central to the future development of the forest  
products  indus t ry .  Ref ores ted timber stand s , in add ition t o  being 
more homogeneous , tend to be up to ten times higher in yield per 
hec tare than virgin fores t .  Thus , re fores tation makes both logging 
and timber proce s s ing signif icantly more att ract ive economically . 
Fur thermore , refores tation is  a labour-int ens ive ac t ivity and could 
create much use ful employment , es pecially in areas with few 
commercial al ternat ives . And of course , re f orestat ion offers 
import ant envi ronmental bene f i t s  as well .  Des pite these important 
at t ract ions , lit t le refore s tation has taken place to date in Papua 
New Guinea . 

The 1 9 7 9  Whi te Pape r places the re spons ibility for the act ivi t ie s  
that follow l ogg ing ( refore s tat ion o r  agricul tural development ) 
wi th the Government .  In the light of the severe cons t raint s on 
increases in gove rnment activit ies and the problems that exi s t  
throughout the Government i n  implement ing ( as opposed to 
formulat ing ) policies , conside ration should be given to making 
ref ores t at ion or subsequent ag ri cul tural development the 
re spons ibi l i ty of the l ogg ing company .  The Gove rnment could then 
concentrate its limi ted resources on ensuring that agreement s are 
negotiated speed i l y ,  provid ing and maint aining the nece ssary 
inf rast ructure , and moni toring logging operat ions once they are 
under way .  
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Because of the long wait ing period bef ore a return can be gained on 
the inve stment , refore s tat ion is not always att ractive to t imber 
companies . However , some firms have expres sed an interest  in 
refore s tation s cheme s .  Japanese companies , in par ticular , are 
of ten prepared to undertake refores tat ion because they have acce s s  
to long- term, low interest  loans f rom their government for thi s  
purpose . To overcome the land problems that are inherent in 
reforest ation , long-term leases or revenue-sharing arrangement s 
wi th the owne rs of the land could be used . At tent ion might 
usefully be paid to this is sue during the ini t ial nego tiat ion 
concerning the purchase of timber right s . 

Third , the Government should make i t  clear that it no longe r 
requi res investors to proces s a certain proportion of the i r  timber . 
Where process ing is  pro f i t able ( par ticularly af ter refore s ted areas 
have matured ) companies wil l  undertake it  anyway . Where process ing 
is not profitable , as the pre- 1 9 7 9  exper ience clearly demons trates , 
requiring companie s to do i t  only hampe rs the growth of the 
indus try . 

Four th , the Government could try to encourage inves tment in the 
f orest indus try by international f i rms that s pecialize in the 
product ion and sale of log s rather than in the purchas ing end of 
the busine s s . Papua New Guinea has at t imes been in the grip of an 
informal buye rs'  car te l ,  and prices for i t s  logs have suf fered as a 
consequence . The Government ' s  promot ion of arm' s length 
transact ions hel ped to raise Papua New Guinea log prices 
s ignif i cant ly , albeit tempor arily . More sustained act ions in the 
future could resul t in bet ter price s  for Papua New Guinea logs . 

Finally , the Government could consider i ncreas ing the scope of the 
pol icy-making and pol icy-implement ing res pons ibi l i t ie s  of the 
Fore s t  Indust ries Council . Like the Cocoa Indus try Board this body 
(whi ch cons i s t s  of seven members drawn from the t imber indus try and 
three members f rom the Government and is funded ent irely by the 
t imber indus try ) has shown its elf to be a wel l-inf ormed , up-to
date , dynamic organi zat ion that has facil itated the growth of i t s  
indus t ry in impor t ant ways . Given the limi t s  on what the 
Government can do i t self , the more it can make use of the energy 
and expert ise of bod ies like the Fores t  Indust ries Council , the 
bet ter . 

Fisheries Exports 

Large-scale commercial f i shing for export  has been in the hands of 
foreigners . During the late 1 9 7 0s tuna f i shing f lourished . At i t s  
peak i n  1 980-8 1 tuna contributed nearly 5 p e r  cent to Papua New 
Guinea' s total export revenues . ( See Chart 6 . 2 ) . However , the 
companie s which ran the indust ry ceased operations when the world 
tuna market became depre s sed .  The volume of  exports  of prawns has 
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Chart 6.2 Exports of F i sheries Prod ucts, 1 975-84 
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decl ined marg inal ly , but prawn f i shing remains a mode st  source of 
employment of na t ionals and revenues to Gove rnment . Trawl ing for 
lobst ers has been st opped in the last few years owing to a decl ine 
in s t ocks ; the moratorium will be lif ted when s tocks recover . 
Diving for lobster , which is  labour-intens ive , is st ill permit ted . 

By 1 983 expo rts of tuna , prawns and lobs ters had fal len to a lit tle 
over 1 per cent of total expo rt s .  Howeve r ,  interes t in tuna 
fi shing by foreign companies is now reviving . The export 
potential of the indus t ry is  cons iderable , around K30-50 million a 
ye ar , and could be reali zed quickly if f i shing ope rations we re to 
resume on some thing like the scale of the late 1 9 70s . 
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7 .  POLICIES AFFECTING AGRICULTURE 

Two developments dat ing f rom the 1 9 70s have had profound effect s on 
smal l- and large-scale agricul ture in Papua New Guinea . 
De centrali zation of the ext ens ion services of the Department of 
Primary Indust ry and decl ining efficiency in thi s branch of the 
public servi ce cont ributed to fall ing s t and ard s of f ield extens ion 
services and an inab i l i ty to suppor t smal lholder development . In 
the large-scale sector , the Plantation Red istribut ion Scheme 
seve rely impeded the rest ructuring and rehabilitation of the es tate 
sector , perpetuating exi s t ing s t ructural problems and compounding 
the effects  of years of low inves tment prior to Independence . 

The same general principles t hat need to rule the overall approach 
to economic poli cy dur ing the re s t  of the 1 980s apply equally to 

. Poli cies af fect ing agriculture . Given the severe l imi ts that are 
pl aced by overall resource availability on what government can do , 
the Government should devo te i t s  own resources to doing what only 
it can do . In are as whe re private firms or semi-pr ivate 
organizat ions can provide the services that are requi red , the 
Gove rnment should remove the barriers that res t rict private sector 
growth . 

Agricultural Extension and Research 

Given that 85 per cent of Papua New Guinea' s people live in 
vil lages and depend on agriculture for their livelihood , the 
availabi lity of high quali ty agricul tural ext ens ion services based 
on sound research is  clearly cent ral to the nation' s present and 
future wel fare . Unf ortunatel y ,  extension se rvi ces suf fer from 
maj or problems . In par t i cular , extens ion off icers are expe cted to 
advi se smallholders on a range of activi t ies that is too broad , 
wi th the result that they have insuf f i cient expert ise in any 
ind ividual activi ty . Extens ion o f f i cers generally lack e f fective 
supervis ion and clear direct ion in the i r  work . 

What might the Government do to tackle these problems ? In crops 
and in areas in which private agencies ( using the term loosely to 
include both private management agencies and industry bodies like 
the Cocoa Indus try Board ) have shown an abi lity and a wi ll ingness  
to provide high qual i ty servi ces to smallholders , the Government 
should encourage and st imulate the development of these  agencies in 
every way pos sible . Organi zations such as the se have extens ion 
workers who are well supervi sed and who are special ized and up-to
date in one par t icular crop , which is essential in a rapidly
changing world . Furthermore , whe reas government extens ion workers 
tend to have securi ty of tenure , private agencies can fire 
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extens ion worke rs who cons is tently fail to help smal lholders t o  
rai se productivity , and indeed mus t  do s o  i f  they are t o  maintain 
cred ibility and prof itabi l i ty . 

The fact that smallholders f ind it worthwhile to pay for the 
services of private agencies even where parallel Depar tment of 
Pr imary Indus try or prov inc ial government services are available 
free of charge is test imony to their value in increas ing 
smal lholder product ivi ty . Given that the agencies have 
demons trated that they can produce the needed research and 
extens ion services , the Government should now consult wi th them on 
ways of making their servi ces available in re spect of the maj or 
crops in all of the maj or regions of the country . This  includes 
hel ping the agencies to f ind ways to recruit and train the larger 
number of pe rsonne l they would need . 

The Government ,  meanwhile , should concentrate i t s  own re search and 
extens ion efforts  on doing the j obs that the pr ivate sector is 
likely to be unable or unwi ll ing to do . The se include : 

Carrying out long- term re search on improved method s of 
growing trad i t ional food crops and on erad icating 
di seases , such as taro bl ight , that serious ly threaten 
these crops . 

St imul at ing 
crops that 
ef for t s . 

or carrying out research on any of the tree 
are not covered presently by private sector 

Providing spec ial ized extens ion service s that concent rate 
on trad i t ional food crops , poul t ry ,  etc . 

Provid ing generali zed extens ion services of al l kind s to 
smallholders living in isolated areas . 

In gene ral , upgrading the extens ion services tha t it 
provides by increas ing the degree of t raining and 
special i zation of extens ion workers and improving the 
supervis ion that they receive . 

Several of these gove rnment funct ions would be good cand idates for 
aid suppor t .  For example , overs eas agricul tural research 
organi zations may be will ing and able to collaborate wi th local 

1 2 0 



bod ies in 
trad i t ional 
Similarly , 
number of 
upgrade the 

set t ing up controlled l ong-term research efforts  into 
and cash crops in different par t s  of the country . 

aid agencies may be wi ll ing to f inance the hiring o f  a 
regional expatriate trainers  and supervisors to help 
Government ' s  agricul tural extens ion servi ce . 

In add i t ion to improving agricul tural research and extens ion and 
implement ing the specif ic pol icy recommendat ions that were made in 
the chapters on food product ion and tree crops above , the other 
main ways in whi ch government may help smallholders are by 
cont inuing to extend and improve Papua New Guinea' s physical 
inf ras t ructure especially by upgrading road s , and where j us t i f ied 
extending the road network ; by improving the coverage and 
rel iab i l i ty of buying and other marke t ing services ; and by 
provid ing better security . 

Land Policy and Administration 

The development of the large-scale or es tate sector of Papua New 
Guinea' s agricul ture has been severely af fected by the exis t ence of 
the Plantat ion Red i s t r ibut ion Scheme . The obj ectives of this 
s cheme , a set of four Acts  which became law in 1 97 4 ,  were to pave 
the way for greater par t i cipat ion by nat ionals in the estate sector 
as owners and to alleviate lo cal land shortages where land had been 
al ienated . Provis ion was made for the compulsory acqui s i t ion of 
plant ations at a price equal to three to four t imes the average 
earnings on the land in que s t ion over the three years prior to the 
introduction of the legis lation .  To date , 84 of  a total of 1 1 8 1  
plant ations have been acquired under the Scheme , and many more have 
been t rans ferred to nat ionals by private sale . 

Obj ect ions to the Plant at ion Red ist ribut ion Scheme have cent red on 
the principle of compulsory acquisition ,  on the price formula ( in 
par t i cular the low f actor by whi ch earnings were to be mul t ip lied ) ,  
and on the f act that no allowance was made f or new plant ings or 
other improvement s whi ch had not been ref lected in product ion 
during the years in que s t ion . In addi t ion ,  the years over which 
earnings  were to be averaged were years of part icularly low 
commodi ty p r ice s . 

The Plantat ion Red i s t r ibut ion Scheme was suspended in 1 980 , and no 
acqui s i t ions have been made under i t  s ince then . Nevertheles s , the 
fact that the Scheme is  still  on the books serves to rai se 
sign i f i cant ly the ri sks and uncertai nt ies involved in what is 
already a risky bus ine s s , namely , the devot ion of large amounts  of 
resources to rehabil it at ing ageing and senile t ree crop 
plantat ions . 
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Given that the Plantat ion Red i s t r ibut ion Scheme is in any case no 
longer being implement ed , nothing is  to be gained and much is to be 
lost by leaving it on the books . The Scheme should be repealed , 
and leaseholde rs or owne rs of plant ations and es tates should be 
permit ted to dispose of their leases or t i t les to whomever they 
wish , wi thout regard to nat ional ity , at a price to be nego t iated 
between the two parties . 

Repeal of the Scheme would remove the government-induced 
unce rtainties regard ing the future of estate s . At the same t ime , 
since many current ly neglected estates occupy valuable land , the 
Government might int roduce legislation to requi re e s tate 
landholders to rehabi li tate a signi ficant proportion ( say 80 per 
cen t )  of their plantat ions . Non-compliance wi thin a specified 
number of years might result in forfe iture of the lease ; 
f reeho lders in the same s i tuation might be subj ect to acqui s i t i on 
of the i r  land by the Government at a government-determined fair 
price . Holders and owners of es tates who are serious in want ing to 
rehabi lit ate their land would have nothing to fear under such 
legi slation ,  while a large number of estates that are currently 
being allowed to run down by absentee landholders might be put to 
more product ive use f or the nat ion .  

The se legis lat ive changes . should d o  much t o  st imul ate inves tment in 
es tates . However , re s tructuring the exi s t ing e s t ate sector is  not 
the only way , in which the estate sector could fur the r  develop . 
Reg i s t ration of cus tomary land by the cus tomary owners f or 
development on estate line s is al ready occurring . Thi s form of 
development has cons iderable potent ial , though the owning g roups 
of ten lack the f inance and management skills  that are requi red for 
development , and de pend he avily on government ass i s t ance . There i s  
al so great scope f o r  more large proj ects t o  b e  developed b y  fore ign 
inve s tors whe ther on unused land that is  already al ienated or in 
areas where landowne rs are wi ll ing to make their land avai lable for 
deve lopment . In either case the Department of Lands would play a 
key role ; the role would be especially demand ing in the case of 
land that is not al ready alienated . 

It is unfortunate tha t the Department of Land s is  admini st rat ively 
weak . Its  weakness seems to be due at least in part to shortages 
of staf f , inexpe rience , lack of training and the fact tha t the 
procedures whi ch mus t  be f ollowed are in many cases cumbersome . 
The department has a large backlog of trans act ions wai t ing to  be 
processed , and i t s  ine f f iciency is further reflected in long delays 
in complet ing transactions or failure to complete them at all . 
The on-going eff ort to st rengthen the Lands Department ' s  
admini s t rat ive capabilit ies i s  theref ore of great importance ( see 
Chapter 1 5 ) . 
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PART 3 

INDUSTRY, MINING AND COMMERCE 





8 .  MARUFACTURIHG 

The manufacturing s ector accounts f or about 1 0  per cent of 
New Guinea' s GDP and a similar share of formal employment in 
economy . The sector ' s  main branches of activity include 
proce s s ing , beverages , tobacco , timber and wood product s ,  
fabri cated me tal product s .  Product ion is primarily to 
dome s t i c  demand ; exports  of manufactured product s  
ins ignif icant . Lae and Port More sby continue to b e  the two 
cent res of product ion . 

Papua 
the 

food 
and 

mee t  
are 

main 

B ecause of the change in stat i s t ical clas s i f i cat ion systems that 
occurred in the late 1 97 0 s , it is  not pos s ible to es tablish in any 
degree of detail , the trend s that have occurred in manufacturing 
s ince Independence . Overal l , the volume of manufacturing output 
appears to have grown from a small base by about 10 per cent a year 
f rom Independence to 1 980 , while employment in manufacturing grew 
by about 7 per cent a year during the same period . More recent ly , 
it appears that manufacturing output s tagnated or decl ined during 
the rece s s ion in 1 9 8 1  and 1 982 and may have recovered a li t t le 
since then . 

Total employment in manufacturing was only 26 , 000 in 1 9 83 . This  is 
s igni f i cant ly less than the number of people added each year to 
Papua New Guinea' s labour force . Thus , even if manufactur ing 
output and employment were to resume growing at the rapid rates of 
the late 1 97 0 s , fewer than 1 0  per cent of the persons coming into . 
the labour force each year could expec t  to f ind j obs in the sector . 
Most  of the othe r 90 per cent wi ll neces sarily have to be occupied 
in agr i culture . 

Constraints 

Several fundamental cons t raint s place severe limi t s  on the short 
to med ium-term prospects for growth of Papua New Guinea' s 
manufactur ing sector . Some of these const raint s ,  including the 
small and fragmented market and the lack of labour skil ls , s t em 
from Papua New Guinea' s natural and demographic characteri s t ics and 
level of economi c development . Others are poli cy-induced . 

Small and fragmented marke t . The GDP of Papua New Guinea in 1 9 84 
was less than one-f i f t ieth of the GDP of Aus tralia , which i t self 
has a small economy by world standard s .  Those per sons who do have 
purcha sing power are spread widely over a large area , and transport 
and communicat ion links are relat ively poor . 

1 2 5 



Short age of ski l l s . There is  a shor tage of persons wi th the 
ent repreneurship , management ,  labour skills  and experience that are 
needed to es tabl ish and run e f f i cient manufacturing operat ions . 
These skills  of ten have to be provided by expat riates whose 
services are expens ive . 

Land prob lems . Because 97 per cent of the land in Papua New Guinea 
is cus tomarily held , the prospect ive indus t rial i s t  in Papua New 
Guinea of ten f ind s it ext remely dif f i cult , time-consuming and 
co s t ly to obtain a sui table piece of land on which to es tablish a 
manufacturing plant . 

High wages . As was pointed out in Chap ter 3 ,  wages for worke rs in 
manur acturing in Papua New Guinea are much higher than those in 
compet ing count ries . In add i tion , because of the lack of 
management and labour skills , produc tivity per worker tends to be 
low.  Thus , wages per  uni t  of out put in  Papua New Guinea are even 
more out of l ine wi th those of compet ing count ries than wages per 
hour worked . 

Prospects 

If the pres ent wages pol icy remains unchanged , the short- to  
med ium- term prospects for the growth of manufacturing output are 
not good . Moreover , wi thin any given act ivi ty high wages induce 
manage rs to f ind ways of sub s t i tut ing capi tal for labour , thus 
reducing the employment -generat ing effect of any growth that does 
occur . The only indus t ries in which Papua New Guinea is  like ly to 
be compe tit ive if real wages are no t reduced are those in which a 
high proportion of the value of out put is made up of inputs that 
are special to Papua New Guinea . Examples include the making of 
wooden furniture and , af ter some t ime has passed , timber 
process ing . 

As no ted in Chap ter 6 ,  the set t ing up of sawmills , veneer mil l s  and 
so on is no t l ikely to become economi cal in Papua New Guinea unt il 
t imber stand s become more dense and more homogeneous following 
large-scale re forestation .  Once this has occur red , given that 
Papua New Guinea' s nat ional timbers such as kwila , rosewood and oak 
are of high qual ity and value , t imber proces s ing may well grow 
signi f icantly . 

Seve ral firms in Papua New Guinea are already producing top qual ity 
furni ture made of nat ional timbers . Because of the high cost both 
of labour and of local t imbers , these fi rms have had to concentrate 
on the expens ive end of the marke t ,  producing items such as de sks 
for execut ives and made-to-order furniture . At leas t one such firm 
al ready expo r t s  t h ree-qua r t e rs of i t s  out put to Aus tralia . 
Reducing the cos t s  of both labour and t imber would help Papua New 
Guinea to become compe tit ive in export ing lower-pri ced furni ture as 
well , including furni ture of the knocked-down variety . 
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The expe rience of these few Papua New Guinea furni ture-making f i rms 
indi cates that wi th firs t-clas s management and tight supervi sion of 
workers the problem of l abour skills  can be overcome . In a 
parallel example ,  a Papua New Guinea clothing f i rm that has hired 
f our production experts  from Hong Kong is export ing a signif i cant 
proportion of i t s  output to Aus tralia . Al though success  stories 
like these are the except ion rather than the rule , they illust rate 
that if the wages and land problems could be overcome and if 
foreign capital and management could be att rac ted to Papua New 
Guinea , the country might be abl e  to make a modest  s tart as an 
expo rter of manuf acture s . 

Papua New Guinea has privileged access  for i t s  manufactured exports 
to a number of developed country marke t s , thus giving it  an 
advantage ove r many of its  compe t i t ors . Thi s  means that , if the 
wages and land problems can be s olved , foreign inve s tors may be 
wi lling to set up plant s in Papua New Guinea to export  to these 
market s .  Such privileged market access is  not likely to last 
foreve r ; to  t ake advant age of i t , Papua New Guinea would be well 
advised to  do so sooner rather than later . 

If Papua New Guinea does begin to increase its  exports  of 
manuf actures , beyond the general s tatement that exports should be 
in line wi th the count ry' s comparat ive advantage , it  is not 
possible to pred ict in advance the i tems in which Papua New Guinea 
should special i ze . The se wil l  be determined by the human and 
economic ci rcums t ance s of the parti cular cases . Who would have 
predi cted that Belgium would be the world ' s  largest  exporter of 
bill iard ball s ,  that Liechtens tein would be the world ' s  larges t  
exporter of fal se teeth . . .  o r  that one of  P apua New Guinea' s f ir s t  
manufactured exports  would b e  execut ive de sks ? 

Policies 

The main cond i t i ons that are essent ial to the e s t ablishment of an 
e f f icient manufacturing indus t ry are : 

The marke t for manufactures mus t  be large 
production to be economic ;  in count ries 
dome s t i c  marke t s , thi s means that part 
manufacturing output mus t  be exported . 

enough for 
wi th small 
or all of 

Labour , land , management , raw material s ,  capi tal 
equipment and public ut i l i t ies must be avai lable at 
internat ionally compet i t ive prices . 
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In its  general economic pol icies , 
maint ain compe t i tive exchange rate s , 
wages , and mus t  ensure reasonable 
domestic  price level . 

Law and order must  be maint ained . 

the Gove rnment 
interes t rates 

stabi l i ty of 

must  
and 
the 

If all of the se cond i t ions are ful f i l led , the manufactur ing 
indus try that develops will be based on the nat ion' s resources and 
will cont ribute to its  growth and deve lopment . If , by contras t , 
manufacturing deve lops in response to special incent ives such as 
protect ion against foreign compe t i t ion , the experience of many 
othe r deve loping count ries indicates that it wi ll be cos tly , 
ine f f icient , and a burden on consumers and exporters who are forced 
to purchase products at above world prices . 

Import Substitution and Protection 

For mos t  of the period since Independence , Papua New Guinea has 
kept i t s  tar i f f  s t ructure relat ive ly low and uni form. In thi s way , 
it has been able to avoid the mis t ake s that have been made in many 
developing count ries where ineff icient manufacturing plants have 
been set up behind high tariff  protect ion . Recent ly , howeve r ,  
there have been increas ing pres sures from out s ide and within the 
Gove rnment urging that Papua New Guinea adopt an import 
sub s t i t ut ion st rategy . 

The main argument s usually advanced for import subs t i tut ion are 
that fore ign exchange wi ll be saved and employment will be created . 
Protection agains t impo r t s  is claimed to be needed temporarily , and 
the effect on product prices is ei ther igno red or discount ed . 

In prac t i ce , import  sub s t i tut ing indus trial i zation seldom lead s to 
a net saving of f oreign exchange . The indust ries that are set up 
behind protect ive barriers often need to import not only mo s t  of 
their capital equipment ( s ince the machine ry that is  needed is no t 
produced in the country) but al so large quantities of their 
intermed iate input s .  The propo sed Papua New Guinea meat canning 
plant provides a typi cal example of thi s s ince the machinery , the 
t in cans and mos t  of the meat would be imported , leaving l i t t le or 
no net saving of  foreign exchange . 

Mos t impo rt subs t itut ing activi t ies in countries wi th small 
dome s t ic marke ts create f ew j obs relat ive to the economic damage 
that they cause . In many cases , the f inal consumers of the high 
cost product could pay the plant ' s  workers their wages not to 
produce , buy cheaper imported goods , and s t i ll be be t ter off . 

The evidence f rom other countries sugge s t s  overwhelmingly that 
prot ect ion , once granted , is d i f f icult to remove or reduce . Any 
indus trial i s t  wi th common sense wi ll argue when his or her plant is 
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being es tabli shed that protect ion wi ll only be needed temporarily . 
A few years later , the same indus t rial i s t  will po int out that , 
owing to unfores een circumstances , the protect ion now needs to be 
cont inued inde f ini tely ; if thi s is not done , the plant will have 
to be closed down and worke rs laid off ( wi th obvious pol i t i cal 
impl icat ions ) .  

Al though government s  somet ime s undertake to ensure that goods 
produced by an import subs t i tuting enterprise will be available at 
import parity prices , once product ion has begun it is of ten 
d i f f i cult to establ ish precisely what the import-par i ty pr ice would 
be , especially if the good s in que s t ion are not in fact impor ted . 
If af ter some t ime the f irm claims that cond i t ions have changed and 
that it can no longer supply the marke t at import-parity prices , 
the government f aces the same pol i t ically d i f f icult choi ces that 
were out lined in the previous paragraph . The example of Ramu 
sugar , which is  current ly sold in Papua New Guinea at well above 
world prices , is a case in point . 

In short , countries wi th small dome s t i c  market s  that at tempt to 
industrial ize by gran t ing made-to-measure protect ion agains t 
impor t s  to individual producers generally end up with an 
ineff icient , high cos t indust rial sector , a s t ructure of protect ion 
that grows more irrat ional ( and hence more cos t ly )  as time goes by , 
very l i t t le saving in f oreign exchange , and very l i t t le creat ion of 
empl oyment . 

Export Promotion 

The small developing countries in which economic growth has been 
most rapid during the past couple of decade s have been those which 
have recogni zed that if manufac tur ing is  to develop on an economic 
bas is a large part of  output must  be exported . These countries , 
not ably several in Eas t and South-Eas t As ia , have accord ingly 
implemented and maintained e conomic policies that have ensured that 
manufac tur ing enterprises have the chance to be compet i t ive 
internat ionally . One pol icy innovat ion that , if implemented 
carefully , could hel p  Papua New Guinea manufacturers to begin to 
export is the es tabli shment of export proce s s ing zones . 

Export Processing Zones 

An export proces s ing zone is a t ract of land fully serviced wi th 
roads , electrici ty ,  water and the l ike which is  made available at 
an economic rental to manufacturing firms that commi t themselves to 
expor t ing all of their out put . In re turn f or this commi tment , the 
firms are permi t ted to import  free of duty any inputs  they need for 
the ir production . Although they are by no means a panacea ,  export  
proce ss ing zones have been used succes s fully in  some small 
count ries as a way of expand ing indus t r ial production and expor t s , 
and they could hel p  to  overcome the four main cons t raint s to the 
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growt h of manuf acturing in Papua New Guinea . 

Firs t , firms locat ing in export proces s ing zone s would not 
hampered by the small s i ze and f ragmented nature of the Papua 
Guinea market . Being expor t-oriented , the i r  marke t would be 
wo rld . 

be 
New 

the 

Se cond , firms in export proces sing zones would no t have to face 
the land problem since the government would have solved this 
problem in advance by negot iat ing wi th landowne rs to establish such 
a zone . Inves tors would thus be free from the admini s t rat ive 
delays , unce rtainties and high cos t s  that are of ten as sociated wi th 
land transact ions . 

Third , and mos t  important , the wage s problem could be solved i f  the 
Gove rnment were prepared to declare an export proce s s ing zone to  be 
a special development-promot ing ins titut ion ; on this basi s ,  it 
mi ght exempt f i rms that lo cate there f rom exi s t ing wage 
legis lat ion . Firms locat ing in an export proces s ing zone would 
then be f ree to pay workers product ivi ty-based wages , to of fer 
what eve r ove rall level and s t ructure of wage s they f ind ne ce ssary 
to attract the people they need , and to hire and f i re people as 
neces sary wi th a minimum of bureaucratic int erference . Wi thout a 
sweeping wages provi sion of this kind , sett ing up an export  
proces s ing zone would be  a was te of time and resources . 

Final ly ,  fi rms locating in an export proce ss ing zone would be 
likel y  to provide their own solut ions to the shortage of skil led 
pe rsonnel . At least init ially , mo s t  of the f i rms that would be 
att racted would be foreign-owned ent erprises that have exper ience 
in operat ing in other developing count ries . These firms would 
supply the ir own ent repreneurship and the i r  own key manage rs , and 
would s pecial i ze in l abour-intensive indus tr ies ( l ike wooden 
furni ture and clothing ) in which a small number of good managers 
and supervi sors can ensure that a rel at ively untrained wo rkforce 
produce s good qual ity produc ts at ac ceptable leve l s  of 
productivi ty .  

As suming that wages are compe t i t ive , and that other pol i cies and 
general cond i t ions are right , the main ingredient s needed for 
succe s s  in es tabl ishing expo rt proce s s ing zones are : 

The export proces s ing zone must  be e f f icient ly managed 
and firms should be able to channe l all of their cont acts 
wi th the government through the zone manager . 

Fi rms must  have acce s s  to al l imported inputs at 
wo rld price s  wi t hout delays and wi thout red tape . They 
mus t  al so have acce s s  to power and other publ ic ut i l i ty 
services without interruptions and at internat ionally 
compe t i t ive rates . 
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An export proce s s ing zone should be located close to its  
workers and , if  poss ible , close  to an  airport or seaport . 
If these condit ions are not me t , the high cos t  of 
transport ing employees to and f rom work or goods to and 
from the po rt can cause the bene f i t s  of the export 
proce s s ing z one to be great ly dimini shed . 

Firms mus t be able to hire whomever they want regardless 
of nat ional ity and without delays in obtaining visas , 
work permi t s  etc . Because they mus t minimi ze cos ts  in 
what i s  a highly compe t i t ive f ield , f i rms have an inbuilt 
incentive to hire as few expens ive expatriates  as 
poss ible . 

The bene f i t s  that would accrue to Papua New Guinea from the 
succes s ful es tabl ishment of an export process ing zone are 
signi ficant . Fir s t , there would be an increase in employment , wi th 
the s i ze of the increase depend ing on how we ll the s cheme was 
implemented and how attract ive inves t ing in Papua New Guinea was 
seen to  be . Second , there would be an increase in foreign exchange 
receipts  equal to the difference between the value of expor t s  and 
the value of imported inputs ; again , the si ze of the increase 
would depend on the way in which the scheme was implemented . 
Thi rd , and perhaps as impor tant as ei ther of these two bene f i t s , an 
efficient expo rt proce s s ing zone tends  to provide a training ground 
for workers and middle-level managers s ince most  f i rms that 
speciali ze in set t ing up plants in such zone s ins tall training 
systems as part of the operat ion . This on- the-j ob training 
provided by fo re ign manage rs who are expe rienced in surviving in 
the internat ional market-place is  one of the best  of al l fo rms of 
training in labour and management ski l l s ; worker s  f rom export  
oriented f irms of  ten leave af ter a few years to set up  their own 
ent erprises us ing the ski l l s  they have learned . Final ly , export 
proce s s ing zones can be es tabli shed in several different 
geographi cal locat ions , thus he l ping to de cent ral i ze the provis ion 
of  indus t rial j obs and t raining . It would be advi sable , of course , 
to begin wi th a single z one in orde r to enable the inevi table 
teething problems to be resolved . 

The only cos t of export  proce s s ing z one s that need s to be incurred 
is that of the ini t ial inve stment . Once the z one has been 
es tabl ished , the cost  of improvements to bui ldings , the provi sion 
of electr icity e t c . can be recove red from f ee s  charged to res ident 
f i rms . 

I f  Papua New Guinea could make an export  proces s ing zone at tract ive 
to foreign f i rms by ensuring that wages were not too high , the 
currency were not overvalued , and law and order were under control , 
there should be no shortage of f i rms will ing to  take advantage of 
Papua New Guinea' s privi leged acce s s  to developed country marke t s . 
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In the Dominican Republic ( a country in the Caribbean that is no t 
much larger than Papua New Guinea ) export proce s s ing zones provide 
direct and indirect empl oyment f or some 50 , 000 people and yield net 
expo rts  worth US$ 50 mi ll ion a year . Even if Papua New Guinea were 
to reach only half these f igures , the number of persons empl oyed 
would be equal to the number currently employed in all of 
manufacturing , and the net value of  fore ign exchange earned would 
be greater than the value of tea and rubber exports  combined . 

Exchange Rate Policy 

Maint aining an appropriate exchange rate has been ment ioned a 
number of t imes in this report as being important to  indus tr ial 
development . In the pas t , the adopt ion of the hard currency 
s t rategy helped to maintain a s t able economic envi ronment by 
helping to keep down the rate of dome s t i c  price inf lation . 
However ,  it also meant that exporters rece ived fewer kina per 
dollar of expor t s  which dis couraged the product ion of  manuf actures 
for export , whi le importers paid fewer kina per dol lar for imports 
which dis couraged the product ion of impor t  sub s t i tutes . Now that 
the indexat ion of  wages to pri ces is  par tial rather than total , i t  
is  important that the Government cont inue to allow the number o f  
kina p e r  uni t of fore ign exchange to rise , thus rais ing incent ives 
in an across the board , non-d i s criminatory manner to producers of 
exports  and import sub s t i tutes al ike . 

Conclusions 

Inef fic ient high-cost manuf actur ing sectors already exi s t  in many 
developing count ries where it is polit ically d i f f i cult to change 
the s i tuat ion . As a relat ive newcomer to indus trial development , 
Papua New Guinea has the chance to learn from these count ries'  
mi s t akes . In pract i cal terms , learning from these mi s t akes would 
mean that the Gove rnment would need to : 

keep tar i f f s  low and relat ive ly uni form across the board ; 

re s i s t  pres sures 
indus t r ial i s t s  for 
particular indus tries ; 

f rom exi s t ing 
made-to-measure 

and 

and would-be 
protection for 

pay due at tent ion to the prov i s ion of improved 
infrastructure , reliable and low-cost  public u t i l i t ie s , 
high quality educat ion and training , internat ional ly 
compe t i t ive wages ,  an appropriate exchange rate , and the 
maintenance of law and order , al l of which are es sent ial 
to any long term s t rategy of indus t rial deve lopment . 
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If these core pol icies are followed , Papua New Guinea's  indus t rial 
development wil l  be based on the country ' s  compar at ive advantage . 
Plants  t hat are es tabli shed wi ll be able to export and wi ll make 
maximum use of Papua New Guinea' s natural and human resource s . If , 
by cont ras t ,  a protection-based import sub s t i tut ing s t rategy is 
adopted , the f irms that are set up wil l  be high-co s t  is lands that 
employ few people , save l i t t le f oreign exchange , penalize consumers 
and exporters , and reduce the country' s overal l rate of economic 
growt h .  If , in add i t ion , export process ing zone s are succe s s fully 
e s t abli shed and a way is found to cut through the red tape that 
presently res tricts  f oreign inves tment , the rate of growth of 
manuf actur ing , and of the economy overall , could be cons iderably 
increased . 
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9. MINERALS , PETR.OLKUM ARD ERKR.GY 

Minerals 

Papua New Guinea has cons iderable potential for mineral production , 
but unt il the 1 9 70s mining was conf ined to small and med ium scale 
dredging of alluvial gold , and gold and copper mining . Large-scale 
mode rn operat i ons began in 1 9 7 2 , j ust  before self-government ,  when 
the Bougainville Copper Limit ed copper mine start ed producing both 
copper and gold . It has s ince been one of the main cont ributors to 
GDP and expor t  earnings and the single mos t  important source of 
domestic  government revenues .  Small-scale al luvi al and medium
scale gold mining cont inue and have a combined output valued at 
about Kl O million per annum . Chart 9 . 1  shows the t rend of gold and 
copper exports dur ing the period 1 9 7 5-84 . The sharp fall in 1 9 80 
re flects  the reduct ion in the grade of ore mined that began in that 
year ; the recovery s ince then ref le c t s  an increase in the quantity 
of ore mined to compensate for thi s . 

Explorat ion of another large copper and gold depos i t  at Ok Ted i  in 
the Star Mountains , close to the border wi th Irian Jaya , was 
carried out during the cons truct ion period of the Bougainville 
mine . However ,  the breakdown of nego t iat ions wi th the original 
fore ign investor and the problems aris ing from the development of a 
proj ect of such magni tude in ext remely d i f f i cult cond i t i ons delayed 
the st art of commercial product ion unt il January 1 9 85 . Even now it  
is only the gold cap that is being exploi ted . 

The proj ect requi res fur ther large inve s tments which the foreign 
par tners in Ok Tedi Mining Limited ( a  consort ium of Aus tralian , 
Ame rican and Ge rman intere s t s  wi th minor government par t i cipat ion ) 
have been reluctant to  make at prevai ling prices for copper and 
gold ; prospects  of a signi ficant improvement by the t ime the second 
phase is  completed are doubtful . The Government is ins i s t ing that 
the company honour its  commi tment to proceed to phase two , fear ing 
that it will remove the easily acce s s ible gold and delay 
indefini t el y ,  if not abandon , the mining of copper . At the pres ent 
rate of working , the gold cap will be exhausted some t ime be tween 
1 9 89 and 1 9 9 1 . Af ter failing to reach agreement wi th the foreign 
partners early in 1 98 5 , the Gove rnment has given the company a 
tempo rary li cence from 20  March 1 985 to continue working for  1 20 
days , by which t ime cer t ain terms of agreement - including 
particularly the time when copper mining operat ions will start 
are to  be incorporated in a supplementary agreement governing phase 
2 of  the proj ect . Work on a permanent tail ings ins tallat ion has 
begun , and i f  the supplementary agreement i s  concluded the f irst  
copper line will start ope rat ing in 1 989 . Revenues are not 
expected to begin to flow into the Mineral Res ources Stabili zat ion 
Fund unt il  early in the 1 9 90 s . 
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Chart 9.1 E xports of M i nera l  Products, 1 975-84 
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Minerals Policy 

Government pol i cy for the mineral s sector has evolved out of the 
Bougainvi lle Copper Limited experience . The origi nal terms were 
ve ry generous to the fore ign inves tor ( Conz inc Riotinto of  
Aus tral i a )  who argued that the proj ect was high-risk and only 
marg inall y  pro f i table . But once product ion had commenced , and in 
response t o  pres sure both from Bougainville Island and nat ionally 
f o llowing self-government , it was recogni zed on both sides that the 
terms o f  the agreement would have to  be mod i f ied . The new concep t , 
although no t applied in every respect to Bougainville Copper 

1 3 6 



Limi t ed , requires that a port ion of the value of the product 
ext racted f rom a depos i t , les s all neces sary cos t s , should accrue 
to the S tate . Cos t s  include the minimum re turn on capi tal requi red 
to induce the inves tment , and take into account the est imat ion of 
probable risk by potent ial inve s t ors . It is there fore in the 
government ' s  interest  to minimi ze the risk for the investor  by 
devis ing a tax regime that is fair , cons is tent and s t able ; and by 
conduct ing the count ry' s af fairs in a way that pe rmi t s  the proj ect 
to operate effi ciently ; and by permi t t ing the foreign inve s t or to 
trans fer funds abroad for debt service and dividend payments . The 
record of the Papua New Guinea Government in these respects has 
been cons is tently good , and rel ations wi th Bougainville Copper 
Limi ted s ince re-nego tiation of the agreement have generally been 
excel lent . The shar ing of the earnings f rom Ok Ted i Mining Limi ted 
has s imi larly not been a subj ect of di spute be tween the foreign 
inve s t ors and the Government . The embod iment in legislation of a 
sophi s t i cated f i s cal reg ime for mining min1m1 zes uncert aint ies , 
while s t andard ag reements simplify nego t iat ions wi th new inves tors . 

Underlying the Government ' s  pol icy for minerals is  the knowledge 
that the mining sector' s contr ibut ion to the economy is mainly 
f inancial , in the form of export earnings and government revenues . 
Mining provide s few j obs in relat ion to the size  of the inves tment 
requi red , and l i t t le s t imulus to exi s t ing indus tr ies or to the 
creat ion of new ones . Capi tal equipment and supp lies are large ly 
imported , and al l mineral products  are shipped abroad . In f raming 
i t s  Nat ional Deve lopment S trategy in 1 9 7 6 , the newly independent 
Government looked to large mineral proj ects as a source of fund s 
for the at tainment of nat ional goal s rather than for any direct 
benef i ts they might bring ; hence the import ance of maximi z ing 
revenues and establi shing a regime that would encourage new 
inves tment in mining . 

The Government is aware of the environmental damage and local 
d i s turbance caused by mining . The res i s t ance on Bougainville 
Island to Bougainville Copper Limi ted dur ing the cons truct ion phase 
of that proj ect is  we ll known . Such feel ing was evidenced more 
recent ly by the North Solomons P rovincial Gove rnment reque s t  to 
the Nat ional Government to impose a ban ( s t i ll in force ) on 
explorat ion out s ide the exi st ing lease area . The Ok Ted i  proj ect 
has caused less local d i s turbance because the area is  thinly 
populated and les s  developed , but has had harmful effects on the 
Fly Rive r .  As a consequence , the Government has ins i s ted on the 
ins tallation of fac i l i t ies to di spose of the tail ings from the mine 
- hi therto dumped in the river - as we ll as proper t reatment of 
chemical pol lutant s ,  which on a recent occas ion , were acc ident ally 
spi lled into the river . 

Some of the reasons for the Gove rnment decid ing to acquire a 20 
per cent equi ty in Bougainville Copper Limi ted and Ok Tedi Mining 
Limi ted were : to keep itself  inf ormed about the performance of the 
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companies in minimi z ing environmental damage ; to  prevent transfer 
pricing at other than arm' s length prices ; to make sure that the 
companies lived up to their commi tment to  t rain local workers ; and 
to secure a direct share in the prof i t s  of the enterpri ses . It is 
doubtful whether an equity sharehold ing that requi red the use of 
scarce public fund s was neces sary for any of these purposes , 
although it was desired by the foreign inve s t ors . The Government 
has adequate powers to ensure compl i ance both wi th the terms of the 
agreement and wi th regulat ions relat ing to employment and the 
envi ronment . Furthermore , taxat ion of earnings is  a more e f f ec t ive 
means of securing revenue f rom the proj ect than rece ipt of  
dividend s . The Mining and Petroleum Sectoral Commit tee set up 
under the Med ium Te rm Development S t rat egy has recommended that the 
Government not exercise i t s  opt ion to take equi ty shares in future 
mining venture s ,  and i t  is  to be hoped that this recommendation 
wi ll be accepted . Indeed , if and when the marke t for gold and 
copper improve s ,  the Government might cons ider selling al l or part 
of its shareholdings in Bougainville Copper Limi ted and Ok Ted i  
Mining Limi ted i n  order to  release funds f o r  more important 
purposes ; thi s would require a change in the Principal Agreement s 
and the consent of the maj ori ty  shareholders .  

Probleas and Prospects for Minerals 

Papua New Guinea' s f inancial framework for the minerals sector , 
al though based expl ici t ly on nat ional goal s , is designed to be 
internat ionally compe t i t ive . Legal regulat ions are modern and 
workable , and permi t a balance between the inve s tor' s need for 
increas ing securi ty of tenure as a proj ect moves towards 
cons t ruct ion , and the government ' s  obligation to  see that res ources 
are developed e f f iciently . Thus , Papua New Guinea is  wel l  placed 
to attract new inves tment when geological and market circums t ances 
permi t . 

Ano ther economy-wide problem that af fects  the mining secto r ' s  
abi l i ty to  of fer more j ob opportuni t ie s  is the minimum wages 
sys tem .  High penalty rat es apply to  overt ime work , whi ch increase s  
the incent ive to u s e  machines for  work that could be done b y  hand , 
making explorat ion in Papua New Guinea more cap i t al-intensive than 
in neighbouring count rie s .  The Wor ld Bank s tudy quo tes iden t ical 
sei smic crews in Papua New Guinea and Irian Jaya as cos t ing 
Kl00 , 000 a month for  3 00-400 worke rs and K40 , 000 a month for  600-
1 000 workers respect ively . Cons idering that explorat ion requi res 
irregular hour s , it  is  recommended that the mining indus t ry be 
exempt from paying penal ty wage rates . 

Ok Tedi Mining Limi ted has encountered maj or te chni cal problems 
during the cons t ruct ion phase , but the quali ty of its ore - bo th 
copper and gold - is  higher than that at Bougainvil le . As suming 
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that agreement i s  reached between the Gove rnment and the company to 
proceed to the copper-mining stage , government revenue s from the 
proj ect wi ll in due course overtake and outlas t those from 
Bougainville Copper Limi ted . The mine i s  expected to cont inue 
producing unt i l  some time be tween 2005 and 2020 , depend ing on the 
rate of exploi tation .  

A de creas ing qual i t y  o f  ore a t  the Bougainville mine had been 
pred i cted for s ome t ime , but a re-evaluat ion in 1 9 80 indicated a 
sharper than expected decl ine in qual ity . To compensate , the 
company increased the rate of produc t ion and the mine is now 
e s t imated to have only another 1 5  years of life at present rates of 
product ion .  The ban on fur ther expl orat ion i s  a serious imped iment 
to sus tained product ion beyond the turn of the century . 
Bougainville Copper Limited ' s  own appl ications , as we ll as a number 
of other expl orat ion li cence appli cat ions for areas of Bougainville 
remain out standing , and the potent ial bene f i t s  of this act ivi ty are 
be ing los t . The Provinc ial Government has an incent ive to agree 
that the ban be l i f ted , with appropriate assurances about 
environmental saf eguard s ,  s ince royal ties  f rom the proj ects  ( set at 
the rate of 1 . 2 5  per cent ) would cons t i tute an important share of 
provincial revenue . 

The low level of mineral price s , par t i cularly of copper is 
deterring inve stment in the indus try . The lat ter has been 
depre s sed not only by the reces s ion in indus trial count ries , but 
also by the general decl ine in the "metal-intens i ty" of these 
count ries , and by the subs t i tut ion of non-metallic substances for 
copper in the e lect rical and communi cat i ons indus t ries . World 
product i on of primary copper , gene rated in response to the high 
prices of the metal ten years ago , is in exces s  of l ikely demand . 
Some developing count ries find i t  d i f f icult for social reas ons to 
reduce their output of copper even at current low prices . 
Bougainville Copper Limi t ed ' s  earnings  dropped sharply in 1 9 84 , but 
the company can probably continue to oper ate at a prof it provided 
prices do not drop further . It may be as sumed that if agreement to 
proceed with the Ok Ted i  mine i s  reached be tween the Government and 
the company , that mine also wil l  be able to operate profitably . 
Othe r maj or co pper depo s i t s  are avai lable but the i r  exploitation at 
prevail ing prices i s  unl ikel y .  

Gold and Silver Mining Projects 

Three promis ing prospec t s  for gold mining are l ikely to be 
developed wi thin the next 5 year s ; the Porgera deposit  in Enga 
Province ; the Lihir Island depos i t  in New Ireland Province ; and the 
Mis ima depo s i t  in Mi lne Bay Province . 

The Porgera depo s i t  i s  he ld by a consort ium of Placer , Mount Isa 
Mines Ltd (MIM ) , Renison Goldf ields Consolidated Ltd ( RGC ) , wi th 
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Placer manag ing expl orat ion . The depos i t  is rich in gold and 
silver , wi th publi shed reserves of 59 mi ll ion tonnes of various 
grades and a probable daily output of be tween 4800 and 8000 tonnes . 
Because there has not yet been suf f i cient detai led drilling ,  the 
importance of the high grade zones canno t be fully as ses sed , and 
the opt imum mining method cannot be determined . Opt ions are open
pit  mining , wi th throughput at a l i t tle over 500 , 000 tonnes of ore 
per annum , or a signi fi cant ly less productive underground 
operat ion . Economic evaluat ions of both al ternat ives are s t i l l  in 
progre s s . Moreover , the nature of a large proportion of the ore 
makes recove ry by convent ional me tal lurgi cal techniques 
impract ical . An alternat ive and newer technique is available which 
wi ll require extens ive test ing . Should tes t ing yield pos i t ive 
results  and should metal prices remain at or above the present 
level , Porgera may be an operat ing concern by mid- 1 989 . 

The second maj or proj ect which may lead to gold mine development i s  
the Ladolam prospect o n  Lihi r Island , being explored j oint ly by 
Kennecott ( 88 per cent ) , and Niugini Mining ( 1 2 per cent ) .  
Exploratory and def init ion drilling need to be carried out for at 
leas t the next 12 months before a full feas ibi l i ty s tudy is 
pos s i ble . As in the Porgera case , part o f  the ore requires the use 
of new techniques and assoc iated intens ive tes t ing . Geothermal 
problems contr ibute to the diff icul t ie s  of mine planning . Should 
explorat ion proceed well and me tal prices remain f i rm ,  the Ladolam 
pros pect could also come on st ream at the end of the decade . 

The Mi s ima depo s i t  i s  being explored by a 50 : 50 j oint venture of 
Placer and Conzinc Riot into of Aus t ralia Ltd ( CRA) , wi th Placer 
taking the lead . The ore grades are relat ively low and the 
tonnage s mode s t . Likely inf ras t ructure and operat ing cos t s  
ind i cate that the Mi s ima pro spect is  highly sens i t ive to the p r i ce 
of gold and silver and is thus marginal . These and other maj or 
prospects  in Papua New Guinea are es sent ially dependent on the 
price of gold . A signif icant rise in the price would make several 
of them economi cally viable provided the te chni cal problems can be 
resolved . A fall in price below about US$ 300 an ounce would render 
even Porgera unprofitable . 

Petroleum 

Explorat ion for petroleum in Papua New Guinea has been in progre s s  
since the 1 9 20 s .  The geology is  cons idered promi s ing , although 
more for gas than for oil . The number of petroleum prospect ing 
li cences is sued increased sharply following the second 
international oil price increase in 1 9 7 9 , and the enac tment of 
general tax legi slation for minerals in the previous year . On the 
basis  of present commitments alone , some 36 wel l s  wil l  have been 
dril led by 1 9 90 . However ,  only two wells  have so f ar ind i cated any 
liquid s ,  one off shore and the other at Juha in the Southe rn 
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Highlands Province . The latter is  thought to have comme rcial 
potent ial , and further drill ing wil l  take place dur ing the next 
twelve months to  es tablish the nature of the reserve . The s i te is 
remote and diff icul t to acce s s , requi ring equipment to be del ivered 
by helicopter . 

The legal and f i s cal arrangements  for pe troleum mining evolved at 
the same t ime as those for hard-ro ck mineral s ,  and are based on 
simi lar princi ples wi th allowance for diff erence s speci f i c  to the 
petroleum industry . A much greater propor t ion of the investo r ' s  
total outlay i s  absorbed i n  pros pect ing and explorat ion , and a 
higher total return therefore tends t o  be requi red compared to 
mining . The inves tor theref ore normally requires f i s cal and other 
part icipation terms to be agreed bef ore the i s sue of  a petroleum 
prospect ing li cence . A standard agreement has been developed which 
mater ially as s i s t s  these negotiat ions . 

Unt i l  recent ly , however ,  the Depar tment of Mine rals and Energy 
lacked suf ficient admini s t rat ive capacity to hand le a signi f icant 
increase in prospect ing act ivi ty . In 1 9 8 1  the Depar tment ' s  
inability to  proces s  the f lood of  applicat ions led to a morator ium 
on the i s sue of new petroleum pros pect ing li cences . The moratorium 
was sustained for two years and may have cost the economy US $ 1  
mi llion a year i n  lost  explorat ion expend i ture . Compe tent staf f 
are also needed to  evaluate proposal s , apprai se work programs , and 
conduct nego t iations . Since 1 9 8 1  the capacity of the Depar tment 
has increased , and it now handles a much larger volume of 
app licat ions . However ,  the importance of i t s  work to the nat ional 
economy warrants sus tained e f f or t s  to increase the t raining of 
nat ional s in the ski lls required , and to make full use of 
expat riate and consultants ' services to supplement and support the 
work of insuff iciently skil led nat ional s .  Expert hel p  is 
parti cularly needed in devis ing and monitoring effective s tandards 
for report ing by prospect ing companies .  There are no such 
s t andards at present , and report ing pract ices vary great ly . A 
valuable source of inf ormat ion on mineral prospects  is present ly 
being lost to the Government .  

A World Bank Petroleum Explorat ion Techni cal As s i s tance Proj e ct , 
co- f inanced by the OPEC Development Fund , is unde rway to 
s t rengthen moni t oring and promot ion capabi l i ty in the pe troleum 
sector . Although the s tudies have been car ried out exped i t iously , 
progress in s t rengthening ins t i tut ional and s taff ing arrangement s 
has been s low .  

Energy 

The consumpt ion of energy in Papua New Guinea per head of 
population is  about average for the group of deve lop ing countries 
to  which i t  belongs . Al though the large mas s  of the populat ion has 
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lit t le or no access to commercial fuels or ·  electrici t y , the 
consumpt ion by the 1 5  per cent of the populat ion in the modern 
sector is  at the level of more developed economies and accounts for 
60 per cent of total energy consumed . This  is due both to the 
s cat tered and isolated locat ion of urban and indust rial centres 
(which prevent s economies of scale ) and to high transport cos t s . 
Almost  nine-tenths of the energy used commercially is suppl ied 
directly or ind irectly by petroleum product s ,  al l of them imported . 
There is cons ide rable hydro-powe r po tent ial , but at pre sent i t  
supplies only 1 0  pe r cent of commercial ene rgy demand . 

The petroleum import bill grew rapidly during the 1 9 70s as the 
result of the increases in inte rnat ional oil  price s , the growth of 
commercial ac tivity and the s tart of  operations by Bougainville 
Copper Limited , the large st  single consume r of petroleum . In the 
period FY 1 9 7 6  to  1 983  pe troleum products increased their share of 
merchandise impo rts from 1 3 . 6  pe r cent to 20 . 5  per cent , and in 
1 9 83 were equal to 24  per cent of export earnings , cons t i tut ing a 
heavy drain on fore ign exchange . 

Slower economic growth and the subs t i tut ion for petroleum of 
indigenous sources of energy , mainly hydro-powe r , wi ll mean a l e s s  
rapid increase i n  imports  of fuel during the 1 9 80s . However ,  any 
increase f rom the present high level of impor t s  is  a mat t er for 
conce rn , and demand s the cons tant pursui t of greater e f f i ciency in 
energy use and the development of alternat ive energy source s . 

Pricing energy at its  real cos t , including an adequate re turn on 
capital inve sted in produc t ion and d i s t ribut ion , is t he mo s t  
effect ive general means of encouraging i t s  effi cient use . Pricing 
electricity below i t s  real cos t  does not induce development , and 
result s in distort ions that outweigh any economic bene f i t s  this may 
bring . Subs idising ind ividual consumers also encourage s was teful 
use of  energy . Unlike many developing count ries , Papua New Guinea 
does no t subsidise or underp rice oil and electricity in the belief 
that thi s wi l l  st imulate indus tr ial development and hold down the 
cost of living for consume rs . 

Al though Papua New Guinea' s  energy policy has been generally sound , 
there are some anomal ies tha t  should be corrected . There does not 
appear to be any j us t if icat ion for taxing automot ive diesel fuel at 
far lower rate s  than pet rol . The Elect ricity Commi s s ion se t s  its  
tar i f f s  at a leve l that recove rs its  co s t s  over the sys tem as  a 
whole , and earns a sat i s f actory rate of return . Howeve r ,  i t s  
tariff  st ructure is  uni form throughout the country , although the 
cos t s  of power supply in the var ious grids are very different . 
Thus , consumers in areas where the cost  of generat ion is  high are 
subs idi sed by othe rs . 

A 
in 

study of the Electricity Commi s s ion' s power tari f f s  carried 
1 9 84 by the World Bank recommended that a phased shi f t  be 
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to a tar i f f  structure based on marginal cos t pricing ( ! ) .  Tarif f s  
would take into account the d i f f erent ial cos t s  of supply ing power 
to large and small consumers and to consumers in different areas . 
Opt ional tarif f s  would be of fered to maj or consumers . Di f ferent 
rates would be charged during peak and off-peak hour s . Consumers 
would then have an incent ive to  use their  own power supply during 
peak hours and so reduce demand on the sys tem . The move from 
average to marginal cos t pricing would mean an ini t i al drop in the 
Electr icity Commis s i on' s revenue , and the recommendat ions of the 
study are s t ill under cons iderat ion . 

Conservat ion of energy can be promoted dire c t ly by relat ively 
inexpens ive ene rgy management programs . They range from informat ion 
and demons trat ion on way s to save energy , to ene rgy aud i t s  of 
indus trial , commercial and public buildings , and to t e s t ing of 
par t i cular devices des igned to conserve energy in indus trial and 
household us e s . Subsidies or t ax conce s s i ons wi thin sensible 
limi t s  for the f i t t ing of such devices are j us t i f ied by the ir 
economic bene f i t s .  The Government is s t re s s ing the importance of 
energy conservat ion , and is trying to persuade pr ivate busines ses 
to  install energy-s aving devices in their own f inancial intere s t . 

The development of indigenous al ternat ive s for commercial energy 
users is the third part of the campaign to  reduce dependence on 
imported oil . So far Papua New Guinea has not produced any 
conventional fue l s , but as no ted in the previous sect ion ,  the 
prospect of find ing commercial sup p lies of petroleum are cons idered 
good . However commer cial exploitat ion of an oil or gas reserve , 
once e s t abli shed , may take as long as ten years . Papua New Guinea 
therefore cannot count on having a domes tic source of crude oil 
unt il  wel l  into the 1 9 9 0 s . Likely volumes of output , and the 
relat ively small s ize of the market for pet roleum in Papua New 
Guinea , would not warrant the building of a ref inery for some t ime . 
Crude oil would theref ore be expor ted and the fore ign exchange 
earning s used to import ref ined product s .  

Papua New Guinea has large potential supplies of hydro-electric 
power . Two large s chemes , Rouna Four (Port  Moresby sys tem) and the 
Yonki dam ( Ramu sys tem) , are due for complet ion in 1 986 and 1 990  
respect ively , with the pos s ib i l i ty of connec t ing the Port  Moresby 
and Ramu grids in the 1 9 90s . Bougainville Copper Limi ted is  
inve st igat ing the pos sibility of replacing par t of its  large demand 
for petro leum by expand ing a capt ive hydro-electric s cheme . The Ok 
Ted i proj ect provide s for the ins t allat ion of a large hydro
electric p lan t , but the j us t i f icat ion and t iming of this inve stment 

( 1 )  Report No . 024/ 84 of the Joint UNDP /World Bank Energy 
Management Ass i s t ance Program ,  ' Power Tar i f f  S tudy' , 1 984 . 
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depend s on i t s  meet ing the tes t of economic viab i l i t y ; this is at 
present uncer t ain . 

There i s  al so cons ide rable potential for small hydro-electric  
schemes to se rve some of the smaller towns and rural areas by 
replac ing the co s t l y  and unre liable diesel -powered sets  now in 
operat ion .  The New Zealand Gove rnment has f inanced a recently 
comple ted survey of mini-hydro-electric pot ent ial in Papua New 
Guinea . The use of wood and crop res idues in indus try , ethanol fuel 
in trans port and solar ene rgy in more remo te areas is al so 
pos s ible . The potent ial for these energy source s is  also being 
invest igated us ing te chnical as s i s t ance f rom the European 
Communi t ies and bi lateral dono rs .  The Gove rnment forecas ts t hat 
the cont ribut ion of ind igenous sources of energy wil l  increase from 
the present 45  per cent of the to tal ene rgy supply ( commercial and 
tradit ional ) to 50 per cent by 1 9 90 . Thi s i s  a mode s t  est imate 
but i t  seems real i s tic . 

The rural sector , whe re mo st  of the populat ion l ive s , is almo s t  
ent irely dependent o n  wood f o r  fuel . Compared with developing 
countries in Africa and elsewhere , which are rapidly deplet ing 
their  supplies of wood , Papua New Guinea is for tunate in having 
plent i ful supplies wi thin easy reach of most  set t lement s . Howeve r ,  
shortages which oblige people to  walk long d i s tances to  collect 
wood or to buy i t  in local market s  are beg inning to appear in some 
areas . Cent ral or provincial government he lp may be needed to 
resolve supply problems in these areas , and to make commercial 
marke t ing self-sus taining . For the foreseeable future the bulk of 
the rural population wi ll cont inue to be wholly or mainly dependent 
on wood for their  energy suppl ie s .  Extens ion wo rk des igned to 
encourage forest conservat ion and ref ore s t at ion of depleted areas 
are important element s of an ene rgy pol i cy .  

The Government maintains more than 1 00 diesel powe r ' C '  centres 
whi ch supply electricity to their local i ty .  Management and 
maint enance at these  centres is poor , ene rgy consumpt ion i s  
was te ful and charges are rarely collected . A diesel-power 

replacement program is being funded under the cur rent Nat ional 
Public  Expend iture Plan and the f i r s t  small hydro-e lec t r i c  plant 
i s  to be ins tal led at Taro . Addit ional fund s may be made avai lable 
by the European Communi ties , whi ch may also f inance extens i ons to 
the t ransmi s s ion system whe re these are economi c . 

In summary , since Papua New Guinea' s overwhelming source of energy 
for the modern sector i s  impor ted petroleum , energy is not l ikely 
to be a severe cons traint on development as long as expor t  earnings 
cont inue to grow at a reasonable pace . Prudence would d ic tate 
however ,  that pol i cies should be directed toward s conse rvat i on of  
energy and the exploitat ion of  dome s t i c  resources in order to  
release foreign exchange for other deve lopment purposes and reduce 
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reliance on exte rnal aid . On the whole , present policies 
reinforced by the measures recommended by the Commi t tee on Energy 
S t rategy meet this test . However ,  progre s s  in saving petroleum 
impor t s  is likely to  be s low until  add i t ional hydro-elect ric  power 
can be ins tal led on a subs tant ial s cale and an exploitable source 
of pe tro leum has been developed . 
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10. GOVERNMENT STATUTORY AUTHORITIES AND COMMERCIAL INVESTHERTS 

The pro l i ferat ion of s t atutory authorities  ( both commercial and 
non-comme rcial ) and gove rnment-owned companies af ter Independence 
marked a period in Papua New Guinea' s development when the 
format ion of such bod ies provided avenues for the Government and 
the people of Papua New Guinea to part icipate in the economy and in 
busine s s . 

The re are three broad categories of publ i c  inves tment s .  The first  
category covers government equity part i cipation in maj or proj ects 
such as Bougainville Copper Limi ted , Ok Ted i Mining Limi ted , 
fore s t ry development proj ects , and the like . The second category 
cons i s t s  of  commercial st atutory authori t ies and other government
owned commercial enterpri ses . The third category include s 
government financial ins t i tut ions which in turn ho ld minority 
equi ty shares in o ther bus inesse s . 

Direct Government Participation in Maj or Projects 

Government inves tment s in large re source and agri cul tural proj ect s 
include Bougainville Copper Limi ted ( 20 per cent ) , Ok Tedi Mining 
Limi ted ( 20 per cent ) ,  Hargy Oil Palm ( 50 per cent ) , Higaturu Oil 
Palm Pty Ltd ( 50 per cent ) , Ramu Sugar Hold ings Limi ted ( 49 per 
cent ) ,  and the Stet t in Bay Lumber Company ( 2 5 per cent ) .  One 
reason for the Government ' s  involvement is to maintain a presence 
in large proj ect s , to acquire expe r t i se in these indus tries and to 
moni tor their performance . A financial commitment by the 
gove rnment was also felt  to  be needed in order to  at t ract foreign 
inves tment . 

Public equity and loan commi tments to these proj ects have run into 
hundreds of mi llions of kina . With the except ion of Bougainville 
Copper Limi ted , mos t  of the inves tments  have yet to re turn dividend 
payments to the government .  The operations of the agri cul tural 
proj e c t s  have me t wi th mixed succes s ,  due mainly to  fluctuat ing 
commod i ty prices and to d i s rupt ive land d i s putes wi th trad i t ional 
landowne rs . 

Public Statutory Authorities and Other Public Enterprises 

Thi rty-seven nat ional and provincial government enterpri ses are 
engaged in commercial act ivi t ies . They include four statutory 
corporat ions - the Post & Te lecommunicat ion Corporat ion , the 
Ele c t ricity Commi s s ion , the Papua New Guinea Harbour s Board , and 
Air Niugini ; the Papua New Guinea Banking Corporat ion ; the 
Inve s tment Corporat ion ; the Agr i cul tural Bank ; 1 9  provincial 
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government development corporat ions ; and a number of commercial 
companie s  in which government has an equity share . Total 
government inves tment in these enterpri ses i s  very large , but only 
12 of them operate at a prof i t  and pay dividends . ( ! )  I t  is 
que s t i onable whe ther all such ins t rumental i t ies are ei ther 
effect ive in implement ing government policies for the commercial 
sector or in ensuring that e s s ent ial supplies and servi ces are 
available at economic cost . Furthe rmore , they t ie up large amount s 
of public funds with l i t t le or no return . 

Three of the commercial statutory corporat ions ( the P o s t  and 
Telecommunication Corporat ion , the Electr i city Commi s s ion and the 
Papua New Guinea Harbours Board ) have undergone maj or 
organi zat ional , pol i cy and s taf f ing change s in recent years , and 
now operate pro f i tabl y .  The Po s t  and Telecommunication 
Corporat ion , for ins t ance , has an annual revenue of about KSO 
mil l i on and in 1 9 83 cont ributed K7 . 7  million to  the budget .  

Government Owned Intermediaries for Investment 

The Inves tment Corporat ion and the Agricultural Bank are two wholly 
owned government bod ies that inves t  in companies and busi nesses  
ei ther through mino r i ty sharehold ings  or by out right takeover of 
smaller f oreign businesses  for resale to Papua New Guineans . There 
have been some succes ses among such ventures , al though some 
Inve stment Corporat ion purchases have been criticized for being 
"pass ive" and not "developmental" , or for at tempt ing to rescue 
ail ing f oreign bus ines ses . Recently , cri t i ci sms have been levelled 
at both the Investment Corporation and the Agricultural Bank for 
compet ing wi th the private sector in production . This  i s  more a 
problem of the enterprises selected for support than a ref lection 
on the utility of gove rnment f inancial intermediaries as  such . 

Uncertain Objectives 

The Government has no t always been clear in i t s  reasons for se t ting 
up commercial s tatutory autho r i t ies or for making o ther l arge 
inve s tments  in commercial enterprises . The obj ect ive s  are ei the r  
not explicit o r  conf l i c t ing so that it  is d i f f i cult to as sess  
performance . In July 1 9 7 9  a Commit tee of Enqui ry chaired by the 
Mini s t er for Finance warned the Government " • • •  against an 
uns tructured approach to i t s  involvement in commercial act ivities . "  

1 .  Department of  Finance , 'Nat ional Exe cutive Council Info rmation 
Paper ' , Octobe r 1 984 , p . l .  
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The C o m m i t t e e  r e c o mmended t ha t , " • • •  t he p r o p o s e d  p a r a m e t e r s  
res t rict the f ormation o f  government ini t iated companies t o  those 
co mparat ively few si tuat ions whe re the private sector is not taking 
up o p p o r t u n i t i e s  due to l a ck of c onf i d e n c e , t o o  l ong a p ay - b a ck 
pe riod , lack of skil l s ,  or government re s t r ict ions �'( l )  

This recommendat ion could lead to  further government invo lvement in 
ventures that may not yield a sat isfactory rate of return. It al so 
a s s u m e s  a c l a r i t y of f o r e s i g h t  in e s t i m a t i n g  i n v e s t m e n t  
oppor tuni t ies that government s do no t usually posses s .  

T h e  De p a r t m e n t  o f  F i nance h a s  r e c e n t l y a t t e m p t e d  t o  d e f ine t h e  
obj ect ive s o f  government parti cipat ion more narrowly. In 1 9 84 the 
D e p a r t m e nt c o m m e n t e d t h at t he r e t u r ns  t o  g o v e rnment on i t s  
inve s t ments  had been poor in the maj ority o f  cases , ave raging 8.4 
p e r  c e n t  o f  t o t a l e q u i t y ,  b u t  only 3 . 9  p e r  c e n t  i f  d i vid e nd s p a i d  
b y  Bougainville Copper Limited a r e  excluded. The Depart ment sought 
Cabinet  endorsement of the re c o m m e nd a t i o n  t ha t , " • • •  pub l i c  e n t e r 
p r i s e s  sho u l d  in a l l  c a s e s  o p e r a t e  on a no r m a l  c o m m e r c i a l  ba s i s , 
e a rn a n o r m al c o m m e r c i a l  r a t e  o f  r e t u r n  ( 1 0 p e r  c e n t ) ,  and i n p u t  
and output prices are to b e  set o n  a marginal product and marginal 
c o s t b a s i s ."( 2 )  

Thi s obj ect ive , i f  cons is tent ly app lied , wi ll obviate any further 
cal ls on public funds for uneconomic inve s t ment s  and should apply 
equally to loan guarantees , used increas ingly to bail out sinking 
government corporat ions. Even when inves t ment s or loan guarantees 
m e e t  t he p r o f i t  t e s t , they s h o u l d  a l s o  r e f le c t  p o l i c y  p r i o r i t i e s  
and s h o u l d  no t b e  und e r t aken i f  p r i v a t e  f und s a r e  av a i l a b l e on 
appropriate terms. As discus sed in Chapter 3,  there will be lit tle 
to spare in the foreseeable future over and above the provi sion of 
es sent ial government service s and inf ras t ructure . 

I n  c o n t r a s t t o  t he p r e v i o u s l y  n o t e d  l a ck o f  p o l i cy r e g a r d ing t h e  
f i nanc i a l obj e c t i ve s  o f  gove rnme n t  c o m m e r c i a l  inve s t m e n t s ,  t h e  
Gove rnment has now moved to tax commercial s t atutory authorit ies 
and s i m i l a r  o r gan i z a t i o n s , a l t ho ugh f e w  o f  them make a p r o f i t .  
E f f e c t i ve f i nan c i al m o n i t o r ing o f  t he i r  a c t i v i t i e s  has  been 
l a c k i ng , no t w i t h s t and i ng t h a t  t he Ac t s  e s t a b l i s h ing t he main 
authorit ies and corporations require the respons i ble mini s ters to  
l a y  au d i t e d  r e p o r t s be f o r e  Pa r l i a m e n t  eve r y  yea r .  W i t h  f e w  
except ions , aud i ted s t atements by these bod ies are i n  arrear s , in 
some cases by as much as f ive year s .  

( 1 )  'Report of  the Comm i t tee o f  Enquiry o n  the Role of Government 
in Development' , Waigani , 1 9 7 9 , p.6 . 

( 2 )  ' Nat ional Exe cut ive Council Informat ion Paper ' , Op . ci t . , p . l .  
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Finance , Management and Staffing 

Board represent at ion and dec i s i on-making are al so problems in some 
cases. Many of  the board members o f  these organizations are public 
s e r van t s  who s e  t r a i n ing and re s p on s i b i l i t i e s  a r e  ne c e s s a r i l y  
different from their  counterparts  i n  private companies s t riving for 
p r o f i t  m ax i m i z a t i o n .  Thi s , and t he f a c t  that t he i r  at t e nd ance i s  
often irregular , resul t s  in inad e q u a t e  c o mmuni c a t i on b e t w e e n  t he 
o r g ani z a t i o n and t he d e p a r t m e n t  c o n c e rned , and t he i n c o ns i s t e n t  
ap p l i c a t i o n  o f  gove rnment  p o l i c y .  S o m e  o f  t he s e  p r o b l e m s  c an b e  
effect ively resolved b y  appropriate training f o r  board members , but 
others have been found to be insoluble in many count ries , re sul t ing 
in high f inancial and social cos t s  for publ ic  enterpri s e s .  

Conclusions 

Re c e n t  move s by t he G o v e r n m e n t  t o  moni t o r  m o r e  c l o s e l y  t he 
performance of commercial s tatutory au t h o r i t i e s  a r e  c o m m e nd a b l e .  
Where prof i t  i s  the principal obj ective the Government should keep 
intervent ion in manage m e nt d e c i s i on s , i n c lud i ng r e c r u i t m en t  and 
staf f ing , to a minimum. 

G i v e n  the  c o n s t r a i n t s on g o v e rnment r e s o u r c e s ,  and t he c u r r e n t  
p o l i c y o f  a l l o w i n g t h e p r i v a t e  s e c t o r  t o  a s s u m e  g r e a t e r  
respons ibility  for inve s t ment and growth , the Government's equity 
ho l d i ng s  i n  maj o r  r e s ou r ce and a g r i cu l t u r a l  p r oj e c t s  s ho u l d  no t 
i n c r e a s e .  Whe r e v e r  p o s s i b l e  t he o p p o r t uni t y  s h o u l d  be t aken t o  
d i s p o s e  o f  t he Gove r n m e n t's h o l d i n g s  s o  a s  t o  r e l e as e  f und s f o r  
purposes that onl y a government can undertake. 
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1 1 . FilfARCIAL IBSTITUTIOHS 

A number of financial intermed iaries carry out various f inancial 
transac t ions in Papua New Guinea . They include banks and 
associated finance companies ;  contributory funds and societies ; 
and insurance companies . They were ini tially subs idiaries of 
Aus tral i an f inancial ins t i tut ions , and mos t  s t ill are though the 
Papua New Guinea � Banking Corporation was taken over from the 
Commonwealth Bank of Aus t ralia af ter Independence . But the 
development needs and direct ions of Papua New Guinea and the 
characte ri s t i cs and s t ructure of the e conomy are different f rom 
those of Aus t ralia . The f inancial ins t i tutions hence have to adapt 
their outlook and pol icie s  to meet Papua New Guinea's  development 
need s . 

Banking 

Banks compr ise the larges t  group of financial ins t i tut ions . 
Commercial banks dominate wi th total combined assets valued at 
K6 76 . 7 0 million at the end of June 1 9 84 . The non-commercial 
banking ins t i tut ions include the Bank of Papua New Guinea ( the 
cent ral bank ) , the Agricultural Bank ( formerly the Development 
Bank) and Resources and Inves tment F inance Limi ted (a merchant 
bank ) . 

The Bank of Papua New Guinea performs standard cent ral bank 
funct ions . It is the banker to the commer cial banks and the 
regulator of their act ivit ies ; it  controls foreign exchange flows ; 
and it  i s sues the legal currency of Papua New Guine a .  The Mineral 
Re sources Stabil izat ion Fund , and 60 per cent of the commodity 
s tabi li zat ion funds are deposited in the Bank . 

The Bank of Papua New Guinea al so adminis ters monetary policy . In 
doing so i t  ensures that the level of  borrowings , both domestic and 
offsho re , is adequate to finance the growth of economic activity , 
while keeping balance of payment s cons traint s in mind . There have 
been adj us tments in central bank me thod s f rom t ime to time . In 
1 9 84 , for example , money supply target ing was abandoned and 
replaced by a " targe t ce iling" on the increase in commercial bank 
lending . 

In gene ral the commercial banks and the Bank of Papua New Guinea 
have co-operated - for example in the relaxat ion of interest rates 
for loans and term deposi ts - to ensure that the Government ' s  
mone tary obj ect ives are achieved and banking bus iness i s  carried 
out smoo thly . 
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In 1 9 83 , the admi s si on of two new banks ( Indosuez Niug ini Bank 
Limi ted and Niugini Lloyds International ) br ought the total number 
of commercial banks to s ix ,  result ing in greater compet i t ion , at 
leas t in the short run . 

The Papua New Guinea Banking Corporat ion evolved from the 
Commonwealth Bank of Aus tralia , becoming a wholly publ icly owned 
commercial bank in 1 9 7 3 , wi th ini t ial cap i t al of KlO mill ion . 
There i s  a general feeling in banking circles that the Papua New 
Guinea Banking Corporat ion is favoured by the Government , and it  
enj oys a large ( about SO per  cent ) share of the market ,  the 
neare s t  rival be ing Wes tpac Banking Corporat ion with 25 per cent of 
the marke t .  O thers argue that the Papua New Guinea Banking 
Corporat i on is a nat ional bank with an ext ens ive network of 
agencies and branche s throughout the count ry whi ch o ther banks have 
not been abl e  ( or wi shed ) to mat ch . These services , some wi th 
marginal returns subs id i sed by the Bank's  more profitable 
operat ions , are seen as j us t ifying the Government ' s  greater 
involvement with the Corporation . 

Comparative f igure s on average af ter-tax rates  of re turn on 
shareholders' fund s during the f ive years 1 9 7 8-82 sugges t  that the 
Papua New Guinea Banking Corporat ion ( 1 2 . 6 per cent ) does not 
pro f i t  unduly from i t s  s i ze or special link wi th government . The 
other three foreign banks had a greater average rate of return : 
We s t pac - 1 5 . 3  per cent ; Bank of the South Paci f i c  - 1 3 . 9  per 
cent ; Australia and New Zealand - 2 9 . 1  per cent ( l ) .  Pro f i t s  have 
been dropping s ince the ent ry of the two new banks in 1 983 and may 
no t be sus tainable wi thout ei ther an increase in bank charge s or a 
reduct ion in the number of banks . Given the small s i ze of Papua 
New Guinea' s economy , the present number of banks may prove too 
large for e f f i cient operat ions . 

F inance companies  are re lat ively new in Papua New Guinea but 
already command a growing share of the commercial and indus t rial 
equi pment leasing bus iness , leas ing of vehi cles for private and 
commercial use , and the provi s i on of loan faci l i t ies ; mos t  are 
clos el y  linked to banks . 

The Agr i cul tural Bank obt ains i t s  capital from equity  inj ections by 
the Government ,  and dome s t i c  and ove rseas borrowings ( the lat ter 
mos t ly from the As ian Development Bank and the World Bank on 
conce s s ional terms ) for on-lend ing . The Bank' s activi t ies have 
mainly centred on rural agricultural f inancing but it has also  
diver s i f ied into f inancing retail  proj ect s , pub l i c  motor  vehi cles , 
and so forth . Urban commercial and indus trial funding by the Bank 

1 .  ' F inal Report of the Medium Term Development S t rategy 
Commi t tee on F inancial Ins t i tut ions , '  December 1 984 . 
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to s t imulate small and med ium-s cale citizen 
Rural lend ing has high admini s t rat ive cos t s  and 

is intended 
entrep reneur s .  
loss rate s .  The 
financ ing ( f rom 
wi ll call for a 
pos s ib i l i t i e s  of 

Bank ' s  shi f t  to increased agricul tural proj ect 
60 per cent to 80 per cent of total fund s lent ) 

larger inj ect ion of government fund ing s ince the 
cros s-subs idisat ion wil l  dimini sh . 

The Inves tment Corporat ion was es tabl ished in 1 9 7 1  as a government 
st atutory body to ensure nat ional par t i ci pat ion in and ownership of 
an increas ing share of the economy . The Corporation buys shares in 
exi s t ing bus ine s se s  for  eventual resale to el igible individuals or 
gr oups , it as s i s t s  nat ional s in their bus ines ses ( new or ongoing ) , 
and i t  provides a faci l ity for the investment of savings in the 
Inve stment Corporat ion Fund . The Corporat ion has been relat ively 
succe s s ful in that it  has built  up i t s  as set base from an ini t i al 
grant of KS . S mil l i on to K3 5 mill ion at pres ent . However , there 
have been some sub s t ant ial wr i te-o f f s  ( P ort Mo resby Bus Company and 
Il imo Farm Product s )  in some of the Corporat ion ' s  inves tment s .  

In re cent years the Corporat ion has been cr i t i cized for making 
" pas s ive" inves tment s ,  leading it to inve s t  or lend fund s in such 
areas as f orest development . The success of these ventures wi th 
provincial government s and landowners remains to be seen . 

Contributory Funds and Societies 

Savings and loan societies are formed when twenty or more members , 
having acquired the necess ary savings to  form the asso ciation's  
capi tal , register the i r  as s ociat ion wi th the Registr ar of Savings 
and Loan Societ ies ( adminis tered by the Bank of Papua New Guinea ) .  
While the savings and loan soc ieties  ini t ially enj oyed popular 
support in rural and urban areas , there has been a marked decl ine 
in their  acti vi t ies due to del inquent loans and poor management ,  
par t i cularly in rural areas . 

Howeve r ,  the Public Service Savings and Loan Socie ties and the 
Bougainville Copper Limi ted Employees As sociat ion have shown 
remarkable progres s  due mainly to the use of salary deduct ions that 
ensure a continuing flow of membership due s and loan repayments . 

A v o l un t a ry F e d e r a t i on o f  S a v i ng s  and Loan S oc i e t i e s  has b e en 
f orme d t o  on- l e nd sur p l u s s o c i e t y  fu nd s t o  o t he r s oc i e t i e s  wi t h  
capit a l requirement s .  I t  can a l so pro v i de loan insurance for its  
membe r  socie t ie s .  

Supe rannuation fund s and the Na tiona l Prov ident Fund a l so prov ide 
finance for contr ibut ing members onc e the members have res igned or 
r e t i r e d  f r o m the i r  em pl oymen t .  T he s e  fund s a r e  admini s t e r e d  b y  
their  re spec t i v e  board s wi th managers and s ta f f . The Mini ster for 
Finance oversees the managemen t of the fund s . The total assets of  
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the funds at the end of 1 98 2  amounted to  K5 6 . 8  mi llion .  The Fund ' s  
inve stment po licies have been increas ingly subj ected t o  cr i t i ci sm 
because they tend t o  be concent rated on urban real e s t ate . 

Insurance Companies 

Insurance companies ope rate under the Insurance Act of 1 9 7 4 , and 
are admini s tered by the Insurance Commi s s ioner who is in turn 
respons ible to the Finance Mini s ter . The re are two main types of 
insurance company in Papua New Guinea : at the end of 1 9 82 , eleven 
companies offered non-l ife insurance pol icies and two others 
provided life insurance cove rage . The insurance companies have 
recent ly launched a conce rted campaign to have regulat ions 
governing their inve stment port folios relaxed , and to have their 
" subsidy" of  thi rd party mo tor vehicle insurance cover , a cos t 
burden on their operat ions , reviewed . 

Government Finance Schemes 

In areas where the Government has fel t that the financial 
ins t i tut ions have for various reasons not sat i s factorily provided 
the requi red f inance ( such as hous ing and agriculture ) ,  it  has 
i t self entered the f inancing market wi th loan guarantees and 
inte res t  subs idies . For ins tance , in 1 9 76  the Government 
es tabli shed the Cred i t  Guarantee Scheme , ini t ially wi th the Papua 
New Guinea Banking Corporation , to as s i s t  Papua New Guineans in 
borrowing for busine s ses and the build ing of houses . This s cheme 
offers the banks loan guarantees of 80 pe r cent should there be 
defaul ts  in repayment s .  The maximum for individual bo rrowings is  
K20 , 000 and for groups i t  is  Kl00 , 000 . The intere s t  rates are  set  
at  the lend ing bank' s prime rate . In 1 9 7 9 , other commercial banks 
were all owed to enter the s cheme . It is  cons idered to have been a 
useful experiment but the total amount of loans guarant eed ( K8 . 2 3 
mil l ion over 8 . 5  year s ) has been disappoint ingly smal l and the 
level of arrears high . 

Issues 

The issues conf ront ing the financial ins t i tut ions vary wi th the 
nature of the i r  business  activi t ies . Howeve r ,  they face s ome 
common problems includ ing the i r  concern that the more res t rictive 
government regulations be relaxed . The speci fic needs of maj or 
cl ient groups - Papua New Guinea urban workers  ( for provi s ion of  
long- term f inance to meet urban hous ing demand ) and rural 
smallholders ( for agri cul tural cred i t ) - have proved d i f f i cult to 
meet . Both the commercial banks and the Government have attempted 
to addre s s  the se is sues : the Government ' s  intere s t  subsidies , 
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Cred it Guarantee and Home Ownership s cheme s , undertaken j ointly 
wi th the banks , as s i s t  nat ionals  in meet ing the i r  financial need s 
f or inves tment s and hous ing . Howeve r ,  these problems , and the 
pol i cy at tempts  to  resolve them , cannot be tackled solely on the 
financial front . 

Co-ordinated effor t s  by the Gove rnment and gr oups of ins t itut ions 
need to  be made in the following areas : 

Agricultural deve lopment 

The problem is no t so much the avai labi lity of credit  as 
the capacity of smal lholders to put up vi able pro posals 
for financing and to manage the ensuing inves tments so as 
to meet  financial obl igat ions . At present , commercial 
banks feel obliged to turn down many of the proposals 
they rece ive be cause they are incomplete or unrealistic . 
The Agr i cul tural Bank , des pite i t s  conce s s ional rates , 
has incurred a high l evel of defaul t s  and arrear s . 

Hous ing 

Viable f inancing is dependent on a concerted effort to 
evolve appropr iate hous ing po li cies ( d iscus sed in Chapter 
1 3 ) . 

Other inves tment s :  

Except  for 
med ium-scale 
difficul t ies 

re tail trade , the financing of 
enterprises is f raught wi th 
me t in a developing economy . 

small and 
the usual 

Proge ss in all these areas requi res t raining in proj ect 
ident if icat ion , preparation and management . It is not the lack of 
capi tal that is  the maj or cons traint , but the lack of skil led 
management to as s i s t  prospect ive borrowers . Financial ins t i tut ions 
need to have a long pe rspect ive if they wi sh to participate in 
Papua New Guinea' s development . 

Conclusions 

The banks have worked we ll wi th the Bank of Papua New Guinea in 
ens uring a sound and stable banking climate . A compe t i t ive rather 
than a regul ated financ ial marke t be ing de s i rable , the 
Government ' s  moves to de regulate the f inancial sector are 
encouraging . 
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However , the Government needs to  dec ide what role it wi shes the 
various f inancial ins t i tut ions to play in agr icult ural , indus t r ial 
and hous ing f inance , etc . , and mus t  give a clear lead to the 
ins t i tut ions concerned . The work of  the Commit tee on Financial 
Ins t i t ut ions is an important s tep in this d i rect ion . The 
implement at ion of pol icies will , however ,  be equal ly important in 
s t imulat ing inves tment . 

Fos tering na t ional ent repreneurs mus t be an impo rtant obj ect ive of 
f inancial policies , but it is  not capi tal that is the maj or 
cons t raint to nat ionals seeking bus iness  opportuni t ies . Training is 
needed for f inancial staff so that they can a s s i s t  nat ional 
inves tors in planning and carrying out inve s tment proposal s .  

The regulations governing the inves tment policies of government
regulated non-banking ins t i tut ions such as the Supe rannuation Fund 
and the Nat ional Provident Fund , the Investment Corporat ion Fund 
and the Saving s and Loan Soci e t ies need to be reviewed . This  
review should seek to evaluate pas t inves tment s ;  the fund s '  succes s  
i n  meet ing member financial need s ;  the returns to inves tment s in 
equity ho ld ings in exist ing fore ign companie s ; and whe ther the 
fund s and the savings and loan socie t ies could cont r ibute a greater 
share of hous ing and bus iness  inves tment . 
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PART 4 

OTHER SECTORS AND ISSUES 





12 . TRANSPORT AND COMKIJIUCATIONS 

Transport 

Owing to the rugged terrain and the dispersion of a small 
populat ion over a wide area , trans port in Papua New Guinea is 
cos t l y  and , wi th the exception of air t ranspor t ,  relat ively 
undeve loped . The country was largely opened up by air , and air 
trans port s t i l l  accounts for a large share of pas senger travel . 
There i s  no railway and only one maj or highway , conne ct ing the 
port of Lae wi th the southe rn highlands . The re are some 3 7 00 km of 
nat i onal roads , more than 80 per cent of them unsealed , and nearly 
1 5 , 000 km of provincial road s , only 2 per cent being sealed . 
International shipping i s  adequate , but coas tal trade is  served by 
many unsui table and ine f f i cient ve s s el s . 

The country i s  not as poorly served as the se facts sugge s t . The 
road s cover the more densely populat ed and developed areas , and 
about two-thirds of the population i s  wi thin reach of a road . The 
sections carrying heavy traf f i c , including much of the Highl and s 
Highway , are sealed . The air network , although cos t l y ,  is 
wides pread ; indeed , Papua New Guinea may wel l  have more ai rst rips 
per head o f  population than any other count ry . As the mas s of the 
people meet  the i r  subs i s t ence needs from the i r  own farms and 
gardens , they are will ing to  spend substant ial portions of their 
cash income on trans port . Many farmers who have access to a road 
buy a smal l t ruck , ei ther individually or in groups , to take their 
produce to market and their families to vis i t  the town . There is 
al s o  a growing number o f  small bus operat ors ply ing for hire . The 
crowd s of people at mos t  airpor t s , many accompanied by children , 
indicate that the effective demand for t ransport is  cons iderable . 

Road Transport 

The poorer provinces , whe re population is thin and the te rrain 
especially rugged or swampy , are no t wel l  served by roads , although 
several are traversed by large rivers and the i r  tributaries , which 
act as local highways . The extens ion of the road ne twork into 
these areas would be social l y  de s irable and would hel p  to reduce 
development al and income dispari t ie s  among the provinces .  This 
extens ion po s s ib i l i ty present s the au thorit ies wi th a dilemma : 
whethe r to devote resources mainly to the improvement and 
maintenance of the exi s t ing network or to ext end it . There is no 
quest ion that the former would yield better economi c re turns . 

The problem is  il lus t rated by cost  bene f i t  analyses executed by 
experienced consul t ants hi red by the Department of Transport and 
the Papua New Guinea Harbours Board . Of 4 1  exi s t ing sections of 

1 5 9 



main road that were s tud ied , 1 7  were f ound t o  have an economi c 
internal rate of return to inve s tment greater than 1 0  per cent , and 
another 1 0  an internal rate of return be tween 5 per cent and 9 per 
cent . None of the proposed new road s or road sect ions had an 
internal rate of return close to 10 per cent . These included two 
maj or  proj ect s proposed : a road l inking Port Moresby (which has no 
surf ace connect ion to any part of  the count ry outs ide the Central 
Province ) to Lae , whe re it would link up wi th the Highland s 
Highway ; and a road f rom the highl ands to Madang on the north 
coas t .  Even at  normal minimal standard s (a gravel road 6 . 5  me tres 
wide in normal terrain and 4 . 5  me tres e l sewhere ) ,  these proj ects  
would no t be  economically j us t i f ied on current as sumpt ions because 
of the high cos t  of construct ion and the relat ive lack of economi c 
ac tivity expected to be generated in the thinly populated areas 
thr ough which they would pas s .  A f ew of the proposed new roads , 
including the proposed Port Moresby-Lae road , might be feasible if 
cons tructed to  logging t rack standard s ,  and if the bene f i t s  f rom 
fore s t ry are taken into account . Japanese f inance has , however ,  
been made avai lable f or further s tudy o f  a Port Moresby-Lae road 
link t o  determine the feas ib i l i ty of al ternat ive approaches . 

A s tudy of rural roads in selected provinces carried out by 
consul tants in 1 98 1-82 came t o  simi lar conclus ions . The population 
not now wi thin easy walking d i s t ance of  a road are so s cat tered , or 
so remote , that few extens ions to  the exi s t ing rural road ne twork 
could be recommended . Cons t ruct ion and maintenance cos t s  would be 
high and the agricultural and social bene f i t s  would be insufficient 
to j us t ify the cos t ; in many cases the bene f i t s  would not cover 
even the maintenance cos t s . Improvement s  in agricultural extens i on 
and marke t ing servi ces and in cred it facil it ie s  would yield f ar 
bet t er returns  than inves tment in new rural roads . Meanwhile , any 
expend i tures that are made on the lat ter in order to reduce the 
isolat ion of remote  areas or  to improve the i r  acce s s  to social 
services must  be regarded as wel f are expendi ture . However ,  
inves tment in the upgrading of exis t ing rural road s , many of whi ch 
were bui l t  by hand and deteriorate quickly , would in suitable cases 
yield an adequate return . Improvement s in the effi ciency and 
regulari ty of t ransport services t o  the rural areas would also be 
worthwhile . 

Economy versus Equity 

The Commi t tee on Transport Strategy has taken the at tainment of 
maximum technical and economic e f f iciency as the long term 
obj ective for the t ransport sector , leaving it  to those respons ible 
for overall planning and d irect ion to balance this obj ective 
agains t cons iderat ions of equi ty and social development . The 
effic ient use of res ources mi l i t ates agains t building roads that 
would have low economic re turns . But al ready some province s have 
complained that road maintenance does not look l ike development . 
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I t  wi ll take pol i t i cal courage to keep to  the effic iency obj ect ive 
in the face of claims for a widening d i s t ribution of benef i t s . 

To s pread available resources as widely as poss ible , the Depar tment 
of Transport favours cons truct ion at low ini t i al cos t ,  the 
upgrading of road s so cons tructed to be unde rtaken at a lat er 
s t age . The Depar tment cons iders that standards of engineering in 
the pa s t  have been der ived from indus tr ial country pract ice and are 
not rel evant to Papua New Guinea cond i t ions . Consul tants have 
advised agains t this approach . Standards of road width and 
drainage , especially on t ruck roads , need if anything to be rai sed , 
while light paving , unle s s  cons tantly maint ained , can result in 
more damage and cost to  vehi cles than a well cons tructed gravel 
road . International experience conf irms that , while the exact ing 
st andards of a f i r s t  clas s road in indus t r ial countries are not 
ne cessary , skimping on ini t ial cons truct ion lead s to higher cos t s  
i n  the long run . 

Port Development 

The analys is  of prospect ive inves tment s in por t s  yiel ded more 
favourable resul t s . New ports are not proposed . Based on cargo 
proj ections for each of the 16 por t s  managed by the Papua New 
Guinea Harbours Board , a rehabi litat ion and deve lopment proj ect was 
ident if ied for 9 por t s  which would permit them to handle the 
expected t raf f ic over a ten year period . The e s t imated internal 
rates of return ranged from 1 3  per cent (Kimbe ) to 56 pe r cent 
(Mad ang ) , with Lae , Oro Bay , Alotau , Port Moresby , Vanimo , Wewak 
and Lorengau ( in as cend ing order ) lying between . Proj ects wi th such 
favourable co st  bene f i t  prospect s will be att ract ive to aid donors 
and should proceed as soon as poss ible . In contras t , a large 
number of small ports with l imited traf f i c  raise the cos ts  of 
shi pp ing unnecessarily . Provincial government s should set up 
d i s t r ict centres where goods could be collected and transported by 
barge or , where a road exi s t s . bv truck to main por t s . 

Coastal Shipping 

Given Papua New Guinea ' s  long coas tl ines and many islands , an 
eff icient shipping servi ce is  of vital impor t ance . Ships are a 
cheap means of moving freight and people , and smal lholde rs are 
largely dependent on ships and barges to t ake their produce to 
market . Ye t de spite numerous studies , shipping has been a 
neglected mode of transport . The government-owned Papua New Guinea 
Shipping Company could no t stay in business  wi thout access  to 
gove rnment sub s id ie s .  Too many of the ve ssels  in operat ion are 
unsui ted to the nature of the traf f i c . Under the Med ium Term 
Development S trategy for t ransport i t  i s  propo sed to sell off  the 
Papua New Guinea Shipping Company and to deregulate the industry to 
encourage compe t i t ion . More eff icient ve ssels  could then be used 
and the present f leet sub s t ant ially reduced , perhaps by hal f . 
Conf erence-type pool ing arrangements among private ship owners 
would rat ional ize operations but saf eguards would then be requi red 
t o  prevent monopol i s t i c  pri cing . 
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Air Transport 

Air services are extens ive and of maj or economi c importance . 
However ,  they are mo re co s t ly than they need be . The government 
airl ine , Ai r Nuig ini , has acce ss to  publ ic subsidies and is 
favoured by the regulat ory cl imate .  Neve rtheles s , it loses money . 
The Gove rnment spend s Kl 6m annually on avia t i on fac i l i t ies and 
services but recovers only 20 per cent f rom users . Ai r fares are 
high , in part because of the employment of large numbers of 
expat riate s t af f , and because of inappropri ate regul at ions 
governing the type of ai rcraf t which ope rators  may f ly .  Dome s t i c  
ai r fares are determined b y  the Price Cont roller in the Mini s t ry of 
Finance , and no t by the Department of Civil Aviat i on . 

Deregulat ing the indu s t ry and all owing more compe t i t i on would  
improve service and lower co s t s . The Commi t t ee on  Transport 
S t rategy proposes , in line wi th i t s  approach to the transport 
sector as a whole , that the Government remove res t r ict i ons on the 
ent ry of new operators and allow operators to make their own 
deci sions wi th regard to service routes , timetables and ai rcraf t 
capaci ty .  The Government should only control tari f f s  where there 
is a lack of real compet i t ion . Users ' charges should be set at 
level s  that would recover cos t s . However ,  such increased charges 
should be off set in time by reduc t ions fol lowing from the greater 
efficiency of operat ions . 

Conclusions 

The s t rategy proposed for the transport sector is well thought out 
and , if  followed cons i s tently , promi ses to l ead to greater 
efficiency of exi s t ing services and improved yields for future 
inve s tment . The emphas is on the removal of re s t rict ions and 
regulat ions on transport operat ors in all mode s ,  and the 
encouragement of compe t i t i on ,  is  particularly welcome . The 
principal que s t ion is whether the increased inve stment envis aged by 
the s t rategy can be financed . Expend i ture on roads  alone , largely 
for the upgrad ing of the exi s t ing network rather than new 
cons t ruc t i on ,  is  expected t o  rise dur ing the period 1 9 8 6- 1 990 f rom 
K7 5m , as present ly forecast , to Kl OOm . The increased expendi ture 
in the sector as a whole can be me t in part f rom savings and 
increased user charges , but the pos s ib i l i ty of securing foreign aid 
for high priority proj ects should be expl ored . 

Communications 

Relative t o  othe r developing count ries , Papua New Guinea i s  well 
served wi th i t s  media and pos t al and telecommunica t i ons ne tworks . 
In telecommunicat ions , Papua New Guinea had a wide-reaching network 
of radio , tel egraph , and telephone se rvi ce s a decade or more 
before Independence . 
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In 1 9 7 6 , the Government ' s  Nat ional Development S t rategy called for 
communicat ions poli cy to be d i rected towards the educat ion , 
informat ion and entertainment of the rural maj ority of Papua New 
Guineans . The Government ' s  main obj ect ive was to  ensure that an 
effect ive sys tem of communicat ions was established to relay 
informati on on government policie s , programs and proj ects to the 
people and to obtain inf ormat ion on the wishes of the people 
re lat ing to  devel opment . 

National Broadcasting COJlllission 

The - Government ' s  Of f i ce of Informat ion and the Aus t ralian 
Broadcas t ing Commi ssion were respons ible for radio broadcas t ing 
unt i l  Decembe r 1 9 7 3 , when the Nat ional Broadcas ting Commi s s ion was 
e s tabli shed ( together wi th a ne twork of provincial broadcas t ing 
stat ions ) to provide rad io broad cas t ing services nat ionwide . The 
funct i ons of the Off i ce of Informat ion were decent rali zed to the 
provincial government s to provide informat ion to the publi c  on the 
work of national and provincial government s and department s .  

The National Broad cast ing Commis s ion saw i t s  priority as being to 
re-equip the provincial s tat ion facil i t ie s  in order to  improve the 
qual ity of broadcas t ing services . Provincial radio programs 
include news broadcas t s  in various provincial languages and the 
relaying of mes s ages from friend s  and relat ives throughout the 
country to  vill agers of the province . 

In 1 9 7 9  the Nat ional Broadcas t ing Commis s i on int roduced commercial 
broadcast ing , but this was l imited to urban areas as it was feared 
that commercials  would raise the expectat ions of rural people by 
showing them the " bright light s" of the towns . 

There is no Papua New Guinea televis ion servi ce ye t but those 
fami l ies that can purchase sets receive Aus t ralian Broadcast ing 
Corporat ion telecas t s  from Aus tralia on a limi ted sys tem .  

Af ter prolonged negotiat ions Papua New Guinea was expected t o  
ut ilize  the Aus t ralian AUS SAT P t y  L t d  f o r  nat ional televis ion and 
other tel communicat ions service s , and AUS SAT planned its  capacity  
accordingly .  More recent ly , however ,  Papua New Guinea decided to 
provide a venue for an internat ional company whi ch would use Papua 
New Guinea' s na t ional capaci ty to regis ter a satellite 
internat ionally in return for some satel l i te services . 

Post and Telecom111Unication Corporation 

The Post and Telecommunicat ion Corporat ion was e s t abli shed in July 
1 9 82 and took over the funct ions of the Department of Post and 
Telegraphs . The Post and Telecommunicat ion Corporat ion now has 
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over 3000 employees wi th as s e t s  worth over Kl OO mill i on and annual 
revenues of over KS O mi llion . Ninety per cent of its  busine s s  
comes f rom tele communicat ions . 

The Post  and Tele communicat ion Corporat ion has buil t  a microwave 
sys tem linking the eight maj or cent res of Papua New Guinea . Two of 
the 4 3  exchanges linking int o the microwave sys tem have 
internat ional sub s criber dial l ing . There are also two 
internat ional cable links . South Eas t As ia Commonweal th Cables 
( Seacom) cable links P apua New Guinea t o  Guam and to Cai rns 
( Aus t ral i a ) , of fering 1 6 6 channel s  whi ch were fully ut i l i zed by the 
mid- 1 9 7 0 s . A telex ne twork with 1 200 subscribers has international 
and dome s t i c  subs criber diall ing . Rad io services for shipping and 
remote rural areas are also provided . 

Plans are under way to improve the exis ting facili t ies and to 
ins tall new t runk d ial l ing facil i t ies in o ther provinces .  The 
po stal network is being expanded by electronic mai l and fac s imile 
servi ces . 

Conclusion 

The proposed int roduct ion of televi s ion broadcast ing and 
commercial broadcas ting cont inues to a t tract cont roversy . Clear 
policy formulat ion and high level service s  wil l  be needed to ensure 
that once televi sion is introduced its social ef fects are 
predominantly pos i t i ve . Rapid changes in telecommunicat i ons 
te chnology require cons t ant training for Post and 
Tele communicat ion Corporat ion technicians . 
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13 . SOCIAL SERVICES 

Health Services 

Papua New Guinea has extensive health services for a developing 
count ry at its  income level . It spends sub s t antially more per head 
on heal th than mos t  developing As ian countries . The sys tem was 
establi shed in colonial t ime s , par t ly by the Adminis trat ion and 
partly  by the churches which s t i l l  provide about one-quarter of 
primary heal th care service s , especially in the rural areas . Since 
Independence , nat ional policy has concent rated on the provi sion of 
basic heal th services to the rural population .  There has been a 
signi f icant improvement in the rat io of heal th service staff to 
population in almo st all categorie s , as can be seen from the 
following table : 

Table 1 3 . 1  

Health Service Indicators , 1 9 7 3  and 1 9 84 

Populat ion per 

Ho spital /Health Centre bed 

Hea lth Centre 

Aid post  

Doctor  

Health extens ion o f ficer 

Nurse 

Aid post  order ly 

Health inspector 

Populat ion mo re than 2 hour s from 
an aid post ( per cent ) 

aor lat e s t  data available . 

Source : Department o f  Health . 

1 6 5  

1 9 7 3  

2 2 0  

1 7 , 3 8 0  

1 , 5 4 0  

1 7 , 7 4 0  

1 6 , 0 9 0  

1 , 7 2 0  

1 , 5 4 0  

1 4 . 1  

2 1 5  

7 , 0 3 3  

1 , 4 6 6  

1 1 , 6 9 5  

9 , 3 5 6  

1 , 2 8 2  

1 , 4 5 6  

3 7 , 5 3 5  
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There are now few places where the building of a new heal th centre 
or aid pos t  would be economicall y  j us tif ied . To provide for those 
places i t  should be pos s ible to  t ransfer an exi s ting f aci l i ty f rom 
an over-serviced d i s t rict  or province . This  would be one way of 
correcting the cons iderable d i spar i t ies that continue to exi s t  
among province s i n  heal th expend i tures and hence i n  the provis ion 
of heal th service s .  Small i solated pocke t s  of the populat ion 
wi thout acce s s  to a heal th faci l i t y  remain .  Some prov inces have 
u sed voluntary village heal th aides t rained to render s imple 
primary heal th care . Such aides are supplied with es sent ial 
materials from the nearest aid pos t . 

Extension of the heal th services has no doubt contributed 
materially to the improvement of the nat ion' s heal th . Inf ant 
mortal i ty dropped by 46 per cent between the 1 9 7 1  and 1 980 censuses 
and child mor tal i ty fell by 51  per cent , al though the lat ter is 
still high . Li fe expectancy during the same period increased from 
40 t o  50 years . Some developing countries with comparable per 
capita  incomes have lower mortality rates and longer life 
expe ctancy . Thi s may be explained in part by the dual nature of 
the Papua New Guinea economy and by the fact that the bulk of  the 
people have incomes more in l ine wi th those of the p oorer 
developing countrie s .  

Persistence of Certain Diseases 

Al though standard s of heal th have undoubtedly improved , serious 
problems remain . Ho spital admi s s ions from various causes show that 
there has been lit tle change in the pat tern of illnes s  over  the 
past decade . Al though the s igni f i cance o f  these data is uncertain , 
since hospitals mainly serve their  surround ing urban areas i t  is  
cl ear that some of  the leading causes of  i l lnes s  are  not  declining . 
Pneumonia is prevalent mainly because of the lack of vent ilat ion in 
rural houses . Vil lage f amil ies shut themselves up for the night 
wi th smoky fires and , in some areas , wi th the family pigs . Malaria 
is hyper-endemic in coas tal areas , and seasonal in the highlands . 
DDT spraying is no t effective and has been dis conti nued in many 
areas . Gas t ro-inte s t inal d iseases have been declining , but 
diarrhoea is prevalent among young chi ld ren and is  related to 
malnut rit ion and contaminated water . Tuberculosis  and veneral 
diseases are on the increase .  The maternal mortality rate is 
e s t imated to be well over 1 0  per thous and l ive births , and is  a 
cause for  concern . Cys t i cercosis  ( pig tape-worm) and rabies have 
been s preading in the areas bordering Irian Jaya owing to the 
inf i l t ration of infected animal s from that country , and could 
become a serious problem . 

However ,  in general the epidemiology of mos t  important cause s  of 
morbi d i ty and mortality are well underst ood in Papua New Guinea . 
Primary health care fac i l i t ies are wi thin the reach of mos t  people 
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and could deliver the relatively s imple therapies that are needed . 
However ,  mos t  aid pos t s  are s taf fed by one orderly , so that they 
are o f ten unattended . Mos t  of the orderlies are male , so that 
women hesi tate to  consult them or to accept their service s during 
childbirth . 

There is no clear distinct ion between the dut ies of orderlies and 
nur sing aides , which has given rise to the propo sal that the two 
ski l l s  be combined in a single profess ion . There is a s trong case 
for more female orderlie s , and for add ing a f emale t rained in 
midwi f ery at the larger pos t s . Res pons ibil i t ie s  be tween the 
nat ional and provincial governments in di sease control overlap . 
There is a par t i cular need for more rel iable informat ion gather ing 
as a guide to pol i cy and admini s t rat i on .  

Re forms i n  these areas wi ll have t o  be eff ected wi thout add ing to 
the total cos t s  of  the service . Expendi ture on heal th accounted 
for 8 . 8  per cent of budget  expend i tures in 1 9 84 agains t 5 . 2 per 
cent in FY 1 97 5 ,  and heal th is the larges t  nat ional budget item 
af ter educat ion and general admini s t rat ion ( see Append ix Table 
Al 7 ) .  Even if  the pre sent share is  maintained , heal th expend i ture 
pe r head of populat ion wi ll fall , at least in the short  term , since 
the population is growing fas ter than the nat ional budget . 
However ,  the Commi t tee on Heal th Strategy sugge s t s  that signi f i cant 
savings could be made in manpower wi thout a reduct ion of s tandards 
in programs such as malaria control . It has als o  been sugges t ed 
that the Government should cont ract more of the primary health 
se rvi ce s and the training of orde rlies to the churches , which 
provide good qual ity service at sub s tant ially lower cos t than the 
public author i t ies . In the towns , more urban health centres would 
provide servi ce at less cost than overcrowded out-pat ient 
departments  of hospitals , and might al so  hel p  to reduce the ris ing 
number of ho spi tal inpat ient cases . Ho spi tals already account for 
41  per cent of the heal th care kina , and could take more if 
neces sary improvement s  in their premi ses and equipment are to  be 
made . All al ternat ives need to be act ively inves tigated . 

Water Supply 

Only some 1 0  per cent of the rural populat ion has access  to 
rel iable water supplies within easy reach of their home s .  Drinking 
water in much of the re s t  of the countryside is of ten contaminated 
by pig and human faece s and other pollut ant s , and has to  be f e t ched 
by village women over dif f i cult terrain and long d i s t ances . Unsafe 
wa ter is clearly a principal cause of intest inal diseases . Unt i l  
the maj ority of the populat ion can b e  provided wi th a regul ar 
supply of clean water wi thin easy walking distance of their homes , 
the health services wi ll be fight ing an uphi ll bat tle to cont rol 
di sease . 
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The Commi t tee on Health S t rategy no tes that a lot of t ime and money 
has been spent on improving water supply , but that many of the 
programs are not funct ioning . Reas ons include poor des ign , 
cons t ruct ion and supervis ion ; unsuitable equipment ; insuf f i cient 
t raining of those charged wi th implement ing and managing the 
scheme s ; and lack of part icipat ion of the local community in 
cons t ruction ,  fund ing , maintenance and repair . Improved rural 
water supply schemes , alone or as part of wider schemes for the 
improvement of rural welf are and product ivi ty , are sui table 
proj e c t s  for external aid fund ing . 

Nutrition 

Malnut r i t ion , especially of chi ldren and pregnant women , is 
believed to be a problem in some areas of the country . Al though 
not in i t self a ki lle r , at leas t in the degree to whi ch i t  is  found 
in Papua New Guinea , malnutrit ion lowers res i s t ance to d i sease , 
especially pneumonia and diarrhoea . Anaemia ,  al so linked to under
nouri shment , pred isposes women to problems dur ing pregnancy . 
Studies of par t i cular areas and groups sugges t  that about a f i f th 
of the children weigh less than 80 per cent of the " s tandard" for 
the i r  age , and there are ind i cat ions also of stunt ing ( subs tandard 
he ight for age ) . However ,  such s t andards are often based on 
indus trial country data , and i t  is not clear how s t rictly they may 
be appl ied to a developing count ry . 

A nat ional nut r i t ion survey undertaken in 1 9 82 covered the main 
ecologically d i s t inct z ones of the count r y .  The re sul ts  a r e  s t i l l  
being analysed , and when publi shed wi ll give a much clearer pic ture 
of the ext ent and distr ibution of malnut rit ion . Meanwhile , s ince 
the re does not appear to be a general shortage of food , 
malnutrition ,  in areas where i t  does occur , seems to be l inked more 
to cultural and die tary habi t s . 

Population and Population Control 

Three cens uses of populat ion have been conducted in Papua New 
Guinea : in 1 9 66 , 1 9 7 1  and 1 980 . The two ear lier censuses covered 
only a 10 per cent sample of the rural populat ion . The result s  
were t hen adj us ted to give totals for the whole population .  The 
1 980 census attempted complete coverage , but only in urban , per i 
urban and ce r t ain selected rural areas were households vi s i ted with 
a full queSL ionnaire . In the remaining rural areas , enumerators 
called the vil lagers toge ther and asked que st ions f rom a short form 
which omi t t ed que s t ions on fe rtility and mo rtality . Well
es tabl ished techniques have been used to compensate for l ikely 
errors , but the census data mus t  be used wi th caut ion . It  is 
generally cons idered that the 1 9 7 1 e s t imates were over-inf lated , 
throwing doubt upon the slowing of the growth rate indi cated 
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between the 1 97 1  and 1 980 censuse s .  Some authorit ies have put the 
growth rate at 2 . 8 per cent between these years ( see Append ix Table 
A36 ) . 

I t  is al so que s t ionable whe ther males in the total populat ion 
outnumber females by 1 09 . 5 : 1 00 .  At this s t age of Papua New 
Guinea' s development a roughly . equal balance of the sexes would be 
expec ted . If f emales have been under-reported , the future 
populat ion wi ll be larger than proj ect ions based on the present ly 
assumed number of females would imply • .  

The average annual growt h rate of  2 . 3  per cent be tween 1 9 66 and 
1 980 ( as suming it is not higher ) is be low that of many deve loping 
countries . In Papua New Guinea i t  de rives from a high fer t i l i ty 
rate and a s t ill  moderately high mortality rate , giving it  the 
potent ial to increase faster if a further decl ine in mortality 
occurs before fert i l i ty falls . Improvement s in health care and 
nut r i t ion al ong the lines d i s cussed in the previous sect ion , if 
vigorously pur sued , would ce rtainly reduce mo rtal i t y .  How soon 
improvement s in heal th and the gene ral standard of life would 
persuade fami lies to l imi t their chi ld ren , par t i cularly given 
mul t iple wives , is speculat ive . But expe rience elsewhe re sugge s t s  
that the ini t ial ef fect of r i s ing l iving standards is  an increase 
in fertility ( 1 ) .  Modern inf luences are leading to a breakdown of 
taboos on post-natal intercourse and the long lactat ion periods 
that tradit ional ly hel ped to space bir ths . An improvement in 
vil lage pro sperity and mo re j ob oppor tuni t ie s  would mean fewer 
absent hus band s seeking work in the towns or other areas . 

The net ef fect of these different inf luences on the populat ion 
growth rate canno t be pred icted wi th any conf idence , but a range of 
pos s ib i l i t ies is shown in the following table , prepared for the 
present review . 

Table 1 3 . 2  indi cates l i t tle divergence in populat ion trends for the 
various as sumpt ions to 1 9 9 5 , but from the turn of the century the 
divergencies become marked . Thi s is because the age s t ruc ture of 
the 1 980 populat ion was very young ( 40 pe r cent of the populat ion 
under 15 year s of age ) and girls will not ent er their reproduct ive 
per iod until  the 1 9 9 0 s . Even if fe r t i l i ty is reduced , it wil l  not 

1 .  A recent study in deve loping count ries concludes that while 
socio-economic deve lopment does , in the long run , cont ribute 
great ly to lower fert ility , " trus t ing to development to 
br ing lower fertil i ty is insuf f icient Sub s t ant ial 
impr ovement s in we lfare are gene rally nece s sary for fe r t i l ity 
reduct ion ; minor improvement s often raise fe r t i l i ty ins tead" . 
R . A .  Bulatao , ' Reducing Fertility  in Deve loping Count ries . A 
Review of Determinants and Pol icy Leve rs ' ,  World Bank S t af f 
Working Paper , No . 680 , Washington , 1 9 84 . 
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T able 1 3 . 2 

Proj e c t ion s of P apua New Guinea C i t i z en ?opulat ion 1980-2015 
( thou sand s ) 

A. Low var iant 
Mal e s  
Females 

To t a l  

B.  Med ium var iant 
Ma l e s  
Femal e s  

To tal 

C .  C on s t an t  rat e s  
Ma l e s  
Females 

Total 

D. High variant 
Mal e s  
Females 

To t a l  

E.  Very hi gh var ian t  
Mal e s  
Fema l e s  

Total 

1980 
C en sus 

1 , 55 7  
1 , 4 2 1  

2 _, 9 7 8  

1 , 5 5 7  
1 � 4 2 1  

2 , 9 7 8  

1 , 5 5 7  
1 , 4 2 1  

2 , 9 7 8  

1 , 5 5 7  
1 , 4 2 1  

2 , 9 7 8  

1 , 5 5 7  
1 , 4 2 1  

2 , 9 7 8  

1 9 8 5  

1 , 7 35 
1 , 6 02 

1 , 36 7  

1 , 7 30 
1 , 5 99 

3 , 3 2 9  

1 ,  7 2 1  
1� 5 9 1  

3 , 3 1 2  

1 , 7 3 1  
1 , 599 

3 , 3 3 0  

1 , 7 35 
1 , 60 3  

3 , 3 38 

1 9 9 5  

2 , 1 01 
l � Q 7 3  

4 , 07 4  

2 , 1 55 
2 , 02 8  

4 , 18 3  

2 , 1 2 9  
2 , 006 

4 , 1 35 

2 , 19 3  
2 , 0 6 5  

4 , 2 5 8  

2 , 30 7  
2 , 1 7 1  

4 , 4 7 8  

2 005 

2 , 4 85 
2 , 3 5 8  

4 ,_84 3 

2 , 7 0 6  
2 , 5 8 2  

5 , 28 8  

2 , 6 8 3  
2 '  5 6 2  

5 , 24 5  

2 , 8 5 8  
2 ,  7 2 8  

5 , 5 86 

3 , 3 1 4  
3 , 15 7  

6 , 4 7 1  

2 0 1 5  

2 , 809 
2 , 6 94 

5 , 503 

3 , 3 7 5  
3 , 2 5 3  

6 ., 6 2 8  

3 , 3 8 5  
1 , 2 6 3  

6 , 64 8  

3 , 7 6 3  
3 , 6 30 

7 , 3 9 3  

4 , 7 5 2  
4 , 5 7 4  

9 , 32 6  

Key : A .  Rap idly dec l in ing fer t i l i t y , gradual ly de c l in ing mo rtal ity . 
B .  Gra �'.. ually dec l in in g  f er t i l ity and mort a l i t y . 
C .  No change in pr e s ent rat e s . 
D .  Con s t ant fert i l i t y , gradual ly dec l in ing mor t al i ty . 
E .  Increas ing f er t i l i t y , gradual ly d e c l in in g  mort a l i t y . 

S our ce : Unpub l i shed data s upp l i e d  by Nati ona l S ta t i s t i cal O f f i c e . 

have much effect until females cease to have chi ldren earlier t han 
thei r  predeces sors . Population growth rates could rise to the very 
high levels now prevalent in several Afri can countries . 

The Nat ional Stat is t i cal Off ice bel ieves that Variant B ( gradually 
decl ining fert i l i ty and mortal i t y )  is the mos t  plaus ible . The 
resu l t s  are s imilar to the present pattern ( C-cons tant rates ) 
because trends in f e r t i l i ty and mortality o f fset  each othe r . These 
variants show an almo s t  60 per cent increase in the populat ion 20 
years from now ( 2005 ) and a vir tual doubl ing by the year 20 1 5 .  
Decreasing mortal i ty , without a correspond ing drop in fert i l i ty , 
would push the f igures s t ill higher . 
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The poli cy impl i cat ions of any or all of the se proj ect ions are that 
there will be a growing demand for j obs and for soc ial s ervices , 
put t ing an increased burden on an economy that is already find ing 
i t  diff icul t to meet pre sent demands . The effect on land and food 
resources is les s  easy to predict , because it depend s on where the 
increases in population occur , and to what ext ent they are rel ieved 
by internal migrat ion . 

Internal Migration 

Migrat ion has been bet ter researched in Papua New Guinea than 
fer t i l i ty and mortali t y .  Cons ide rable migrat ion has taken p lace 
trad i t ionally due to local warfare , chang ing clan and lineage ties , 
and set t lement of new areas . More recent ly ,  labour has moved in 
large numbers to the plant at ions . Much contemporary migrat ion is 
circular , in search of temporary urban employment , in order to 
par t i cipate in the cash economy . Howeve r ,  there has al so been a 
flow of permanent set t lers to the towns , which have grown f rom 5 
per cent of the total populat ion in 1 96 6  to 1 3  per cent in 1 980 , 
although the rate of growth appe ars to have decreased in recent 
years wi th the slow down of employment oppor tuni t ie s . The growth 
of towns would have been larger but for the exodus , around the t ime 
of Independence , of expatriates who in the earlier censuses 
compri sed 2 5  per cent of the urban populat ion .  Both the temporary 
and permanent inf lux of c i t i zens to the towns is largely a male 
phenomenon , which in turn contributes to the growing civil 
disorder . If the inf lux can be s temmed by the improvement of 
cond i t ions in the count ryside , the normal balance of the sexes can 
be expected to be re stored over t ime . 
The provinces of Gul f , Simbu and Manus had a high rate of out 
migrat ion af ter the first  census , while Southern Highlands , Enga , 
Milne Bay and the Sepiks have experienced signi f i cant out-migrat ion 
in more recent years ( See Table 4 . 2 ) .  There has also been 
subs tantial short-distance migration from Central Province to the 
Nat ional Capital Are a .  Apart f rom the latter , in-migrat ion has 
been mainly to the New Guinea is land province s ( except Manus ) and 
the Wes te rn Highl and s .  These have the highe st  c i t i zen cash incomes 
per head , ind i cat ing that economic opportunity is the main force 
dr iving migration .  Migra t ion he lps to rel ieve pove rty and the 
pres sure on re sources in the poorer provinces , but it is 
ques tionable how long the more favoured provinces can or wi ll 
support thi s inf low . 

Population Control 

Convinced of the importance of slowing the growth of their 
populations , some seventy developing country governments cover ing 
all but 6 per cent of the people in deve loping countries have 
es t abli shed off ic ial populat ion policie s . Papua New Guinea is part 
of the minority that has not done so . 
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The count ry' s  l imited capaci ty to absorb populat ion increases in 
urban areas or through rural se t t lement s cheme s was recognized in 
the f i r s t  Nat ional Development S t rategy ( 1 9 7 6 ) . So too , was the 
effect of populat ion growth in slowing the expans ion of services to 
new areas . Fund s were provided in the 1 9 7 8  budget for a populat ion 
program concent rat ing on re search and promo t i onal activi t ies , and 
there has also been subs t ant ial funding by the United Nat ions 
Famil y  Planning Associat ion , Family Planning Internat ional 
As s i s t ance and the Int ernational Planned Parenthood Federat ion . 
Budge tary fund s were reduced in succe s s ive budge t s  and el iminated 
in 1 9 82 . They have not been restored . The 1 98 2  decis ion included 
the trans fer of family planning func t ions from the cent ral 
government to the provinces and the abo l i t ion of the populat ion 
uni t wi thin the Minis try of Environment and Conservat ion . In 1 9 7 8  
the minis ters o f  the two inte res ted depar tments ( Health and 
Environment and Cons ervat ion ) presented a j o int populat ion pol i cy 
to  Cabine t , which rej ected it on the ground that the problem needed 
more res ea rch . 

A fami ly pl anning program has nevertheless  been conducted by the 
Mini s t ry of Heal th s ince the early 1 9 7 0 s , although it is not 
intended to affect populat ion growth rat es but rather to improve 
fami ly heal th and we l f are . Services are offered through urban and 
rural health clinics as well as maternal and chi ld health cl ini cs , 
both of whi ch are government and church-s ponsored . Family pl anning 
educat ion and advice are of fered , and cont racept ives is sued free so 
long as supplies are available . However ,  s ince the withdrawal of 
government funds , the pos it ions of provincial s i s ter-in-charge of 
fami ly pl anning and provincial fami ly planning heal th educators 
have been abo li shed . Famil y  planning ac t ivi t i es are of ten in 
conj unct ion wi th the normal schedule of heal th cent res and are only 
available once a week or month .  Maternal and chi ld health clinics 
reach only mo t hers and pregnant women . However ,  women are 
inhibited from consult ing the predominantly male orderlies at aid 
post s  and heal th centres . 

Despite  these drawbacks family planning apparently grew during the 
1 9 70s . The number of new cont racept ive acceptors reached 1 6 , 000 in 
1 9 7 9 . Since then it has level led off . It is e s t imated that les s  
than 1 0  per cent of marr ied women i n  the reproduct ive age g roup , 
and less than 7 per cent of all women in the group , are us ing 
cl inically suppl ied me thods of birth cont rol . Others are be lieved 
to be us ing herbal me thods , abs t inence or magic . 

Given i t s  wides pread ne twork of heal th faci l i t ie s , Papua New Guinea 
is well placed to del iver an effect ive family planning program.  
What is needed is  a clear lead f rom Government and a change of  
at ti tude on  the part  of those who in  the pas t  we re not convinced 
that a country of  3 mi ll ion people in an area the s i ze of Thailand 
had a population problem . On the contrary , inf luent ial voices 
argued that a larger population was needed to f i ll the vas t 
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hinterland , as wel l  as for defence and economic security in 
t rad i t i onal areas . Religious and cul tural oppo s i t ion have also 
played their part . The cl imate for change should now be much 
brighter . The reali t ies of unemployment , ris ing demands for publ ic 
service s , and the unce rtainties of future trade and aid have 
already induced a new emphasis  on e conomic growth .  But growth that 
is taken up in providing f or add i t ional people wi ll be of li t t le 
bene f i t  to the individual . Pol i t i cians and bureaucrats need to be 
made aware of the demographic characteri s t ics of the country and 
the imp l i cations f or social and economic development . 

Enough re search work has been done on reproduct ive attitudes and 
behaviour in rural areas , and on the cove rage and qual ity of fami ly 
planning under the mate rnal and chi ld health program , to form the 
bas is  of a sound popul ation pol icy . The information me rely needs 
to be brought into focus , as do the many populat ion related 
act ivi ties that go on under the direct ion of various off icial and 
voluntary agencies .  A nat ional populat ion unit , which would also 
have the t ask of  integrat ing populat ion and development pol icies , 
and ensuring the importance of the former , is requi red for these 
purpose s . The former inte rdepar tmental commi t tee , wi th univer s i ty 
repre sentat ion , should be revived to as s i s t  in the co-ord inat ion 
and impl ement at ion of po licy . 

The preparat ion and disseminat ion of educat ional mat erials through 
s chools , the heal th service and voluntary agencie s ,  the t raining of 
personnel , the add i t ional trained staf f  that would be needed in the 
f ield , and the supply of contraceptive s , wi ll all cos t  money . 
Savings can be made by a more efficient organi zat ion of the health 
service s , as suggested in the previous section .  A wel l-de signed 
fami ly planning program would al so make an at t rac t ive proj ect for 
aid f inancing . 

Education 

During the colonial period , formal school ing was left  mainly to 
religious mi s s ions . They were interes ted mainly in teaching bas ic 
literacy so the Bible could be read , but they al so t rained teachers 
and pas tors . Church s chools are s t ill  very important at the 
pr imary ( community school ) level , and it  was not unt il 1 983 that 
enrolments at government community schools  edged sl ight ly ahe ad . 
Primary educa t ion in Papua New Guinea is  neither compulsory nor 
f ree , al though the contribut ion of parents for chi ldren at 
communi ty schools is mode s t . At the secondary level , the maj ority 
of the pupils are boarders , owing to the l imi ted number of school s  
and the long distances children have to go ; charges are 
substant ial . 

Af ter the Second World War , when the colonial Admini s t rat ion began 
to  prepare the count ry for self-government , the intent ion had been 

1 7 3 



to build the educat ional sys tem gradually from the bot tom up . But 
pres sures in the 1 9 60s for secondary and techni cal educat ion , and 
in the 1 9 7 0 s  for higher educat ion , have resulted in a rather 
unbal anced st ructure . Secondary education i s , if anything , 
underprovided , while there are more than 60 ins t i tut ions of higher 
educat ion , many of them wi th small enrolment s ,  high uni t  cos t s , and 
overlapping cour ses and programs . There are al so overlapping 
respons ibi l i t ies for higher education ;  1 4  government departments 
and ins t rument al i t ies control post-secondary ins t i tut ions offering 
a variety of programs . At the primary and secondary leve l s  
respons ibi l i ty is spli t be tween the nat ional and provincial 
government s . 

Despite  the complexity and high cos t  of the sys tem , signif i cant 
progress has been made since Independence . The compound annual 
rate of increase in enrolments in communi ty school s was 3 . 9  per 
cent between 1 9 7 3  and 1 983 , compared wi th an increase of 2 . 8 per 
cent for the 7 - 1 2  age group . In 1 9 8 3  60 . 3  per cent of the age 
group were enrolled , wi th an add i t ional 3 . 2  per cent at 
int ernat ional primary and "permi t ted" school s .  However ,  the 
proport ion of chi ldren in the age group actually at tending s chool 
is  put at 38 per cent . Fur thermore , ear l ier dispar i t ies among 
provinces have lessened and the proportion of girls enrol led has 
risen f rom 35 to  43 per cent . 

P rovincial secondary school enrolment s have increased only 
sl ightly , from 1 2 . 3  per cent of the 1 3- 1 6  age group in 1 9 7 5  to  1 3 . 6  
per cent in 1 983 , and the se figures overs t ate  enrolment , as 
considerable numbers of the s tudents are above the age range ( and a 
few are below) . Enrolments at provincial government high school s  
have increased more rapidly than a t  church s chools , and now account 
for 70 per cent of the total . There are al so four nat ional 
government high s choo ls . The enrolment of girls at high s chool s  i s  
lower than a t  the primary level , but has ri sen during the period 
from 3 1  pe r cent to 36 per cent . Some provinces make an effort  to 
increase the proport ion of  girls going on to secondary s chool . 

About 5 per cent of the relevant age group were at ins t i tut ions of 
post-secondary educat ion . Three-quarters of them were s tudying for 
cer t i f i cates or diplomas in technical , secre tarial and teachers ' 
col leges , the balance of them at the two univers i t ies : the 
Unive r s i ty of Papua New Guinea at Waigani ( Port Moresby ) ,  Goroka 
and Taurama ; and the Univer s i ty of Technology at Lae . The 
proportion of women at the unive r s i t ie s  is small ,  and they are 
mainly in cer t i f i cate cour ses in social work , educati on and arts 
subj ects . In particular , the lack of secure accommodation limi t s  
the numbers t hat can b e  enrolled . Overal l , 7 0  per cent of the 
student s at pos t -secondary ins t i tutions in 1 9 83  were male ; even at 
teachers'  colleges women are in the minori ty .  
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In the earl y days of formal educat ion teachers were almo s t  ent irely 
expatr iate at both government and church s chool s .  By 1 9 7 6  all 
expatriate s in the community school s had been re pl aced by 
nat ionals ; there are now over 1 0 , 000 teachers in these schools . At 
the provincial secondary level , the proportion of nat ional s has 
risen f rom a l it t le more than one-third in 1 9 7 5  to more than three
quar ters in 1 9 83 . Te achers at the four nat ional high schools are 
s t i ll predominantly expat riate , but the numbers are small . The 
proportion of nat ionals at techni cal col leges ha s ri sen from about 
one-quarter in 1 9 7 5  to about one-third in 1 9 83 ; at communi ty 
teachers'  col leges f rom about 16 pe r cent to 37  per cent . At the 
Univers i ty of Papua New Guinea and the Unive r s i ty of Te chnology , 
nat ional s comprise 20 per cent and 5- 1 0  per cent of the academic 
staf f  respect ively . 

Progre s s  towards sel f-reliance in educat ion has thus been 
cons iderable . But how has it affected educational s tandards ?  
Measurement o f  educational standards i s  always diff icult , 
par t i cularly where , as in Papua New Guinea ,  they relate to 
perf ormance within the group ( "norm-based" ) rather than to exte rnal 
criteria.  A cons iderable body of opinion maintains that s t andards 
have been fal l ing and the consensus wi thin the profession is  that 
there is  much room for improvement .  There i s  also a good deal of 
wastage . Between a quarter and a thi rd of children drop out of 
school bef ore comple t ing the sixth grade at communi ty schools , 
al though these proportions are believed to be somewhat lower than 
they once were . S tud ies sugges t  that the reasons for dropping out 
have to do in part wi th cond i t ions in the schools  and in part wi th 
external factors : the payment of fees ; d i s t ance from school ; under
nourishment ;  tr ibal fight ing and clan rival ries ; lack of  security 
for girls ; and the need for chi ld ren of  rural fami lies to work . 
Was tage at the pos t  se condary level , caused by the mult iplicity of 
ins t itut ions , has already been noted . 

Literacy 

The long-term nat ional goal is unive rsal primary educat ion while 
increas ing the proport ion of children going on to secondary and 
higher educat ion . At the present rate of increase in enrolments at 
communi ty schools , universal primary educat ion would take 50 years . 
The Commit t ee on Educat ion Strategy would like to see the period 
reduced to 20 years by doubl ing the rate of increase in enrolments  
compared with the increase in  the 7- 1 2  age group . Their proposal 
is that educational expend i ture should increase at leas t 0 . 5  per 
cent faster than the nat ional budge t , which is officially forecas t 
to grow at 0 . 5  per cent a year , and that there should be a maj or 
red i s t r ibut ion of expend itures f rom tert iary to  primary educat ion , 
with expend iture on secondary educat ion remaining more or less 
cons tant . The j us t i f i cat ion for the proposal is that the over
rid ing need of the society is to give as many citi zens as poss ible 
acce s s  to bas i c  lit eracy and numeracy , and that the social re turn 
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f rom investment in primary education i s  greater than t hat in 
secondary , and vas t ly great er than in tertiary educat ion . The 
bene f i t s  are not only economic , by prepar ing more c i t i zens for the 
modern economy ei ther in paid j obs or self-employment , but are also 
personal and social . "Educated mothers tend to be more conscious 
of heal th , hygiene and nut r i t ion and to have fewer chi ldren . 
Educated people generally are more open to  innovat ion and are more 
adaptable . The evidence is that in Papua New Guinea these bene f i t s  
came wi th the comple tion of  s ix years of primary s chooling . " ( ! )  The 
Commi t t ee al so recommend s a modes t increase in the provis ion for 
non- formal education in o rder to  help both chi ldren unable to 
attend schoo l and the two-thirds of adul t s  who are il l i t erate . 

The re have been sugges t ions that the curricula of communi ty and 
provincial high s chools should be sharply re-oriented towards the 
teaching of vo cati onal sk ills  that would be relevant to the 
count ry' s need s .  The Commit t ee rej ected this approach , appeal ing 
to internat ional experi ence to argue that gene ral knowledge and 
general intellectual ski lls  provide a be t ter bas i s  for employment 
than a vocat ional curri culum prepar ing for entry to specific  j obs . 
They did note that the Papua New Guinea curriculum already has a 
less academic and more prac t i cal orientat ion than that of more 
devel oped count ries . Secondary and tert iary educat ion , howeve r ,  
should be closely ge ared to  the manpower demands of the economy . 
Public  fund ing should be bas ically re s t ric ted to these demand s s o  
that scarce resource s wi ll not be wast ed and unreal i s t ic 
expe ctations of employment wi ll not be raised . The large maj ority 
of pos t-secondary , and especially univers i ty , s tudents  are on 
s cholarships . S ince it cos t s  K4 , 000-8 , 000 a year each to educate 
them ( agains t Kl 54 at communi ty school s  and K35 9  at provincial high 
school s ) , the Commi t tee proposes that s tudent s pay part of the 
co s t s  wi th loans , and that the principle of bond ing be int roduced . 

The proposed s t rategy for educat ion , whi ch seems eminently 
sens ible , wi l l  not be popular , as the Commi t tee fully recogni z es . 
There is constant pres sure from middle class parents , backed by 
poli t i cans , to expand the provis ion of secondary and higher 
education so that more chi ldren can j o in the ranks of the 
privileged elite . In pract ice , these children swell the pool of 
semi-educated , unemployed youths who tend to engage in ant i-social 
act ivi t ie s . It is  hard to argue agains t the propo s i t ion that pos t 
secondary educat ion has grown faster than the country can · afford , 
that it has sprouted too many ins t i tut ions absorbing manpower and 

( 1 )  Mini s t ry of Educat ion , ' Educat ion S t rategy 1 9 86- 1 9 9 0 : Sector 
Report of the Educat ion Sector Commi t t ee ' ,  1 9 8 4 , p . 1 1 4 ,  This 
tho rough and thoughtful report , and i t s  preced ing inception 
and interim repor t s , whi ch were supported by a number of 
speci ally commis s i oned background paper s  and othe r  s tudies 
have provided the bas is  f or this analys i s .  
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f inancial resources ineffi c iently , and that the sys tem as a whole 
lacks a uni fying thread that would link it  more closely to 
society ' s  need s . The recent ly appointed Commi s s ion for Higher 
Educat ion has an important task bef ore i t  in reshaping the sys tem 
along t rimmer and more socially eff icient lines . 

Budgetary Constraints in Education 

In propos ing that educat ional expend i ture increase fas ter than the 
nat ional budge t ,  the Commit tee has cons idered the dras tic and 
disrupt ing cut s  that would otherwise have to be imposed on tertiary 
educat ion if primary educat ion is  to expand . But education is  
already the larges t  item in  the budget , taking 20 . 5  per  cent in 
1 984 ( agains t 1 3 . 6  per cent in 1 9 7 5 ) , put t ing Papua New Guinea near 
the top of  educat ion spenders among developing countries . These 
percentages do not include educat ion expend i tures , financed 
indirectly f rom the national budget by the financially autonomous 
provinces .  I f  the budget cannot expand unle s s  and until  add i t i onal 
sources of revenue are found , the chances of increas ing expendi ture 
on educat ion , or  even of  maintaining i t s  share of  the total , are 
sl ight . The solut ion is to find subs tant ial savings wi thin the 
system and to seek external as s i s t ance for what is , by any measure , 
a social service of high priority . Savings can be made even at the 
primary level . As an exampl e , if the average class s i ze could be 
raised from the present rat io of one teacher to 28 pupils  to the 
nat ionally prescribed ratio of 1 to 3 5 , some 25 per cent more 
pupils  could be accommodated wi thout increas ing the number of 
s chool s  or teacher s .  Thi s  could be done ei ther by reducing the 
number of non-at tende rs or rai s ing the nominal s i ze of clas ses , or 
some combinat ion of the two . There is  no evidence that , within 
reas onable limi t s , l arger classes result in lower st andards . 

Both the World Bank and the As ian Development Bank have made loans 
for educat ion in Papua New Guinea and would no doubt be wil l ing to 
do so again , especially in support of  measures to s t reaml ine the 
system and make i t  more effi cient . Educat ion would also be a 
worthy obj ect of support for non-budget Aus t ral ian aid and that of 
other bi lateral donor s . 

Housing 

Urban housing has been a maj or pol icy conce rn of the Papua New 
Guinea Government .  The re has , however ,  been l i t t le succe ss in 
finding solut ions  to the housing prob lem , which has its  root s  in 
the period before Independence . Bef ore the 1 9 60s , the 
adminis tration as sumed that there was to be no permanent urban 
sett lement of Papua New Guineans . Mos t  of the wage earning 
workforce were indentured and af ter the i r  cont ract s  expired they 
were repat riated to their home village s . 
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In the 1 9 60s the Admini s t rat ion moved to cons t ruct add i t ional low 
and medium income accommodat ion for public servants but this had 
l i t t le effect on the growing demand for urban hous ing . The 
censuses of 1 9 6 6  and 1 9 7 1  showed that , wi th the except ion of Goroka 
and Rabaul , al l urban cent res were expe riencing rapid populat ion 
growth .  The compo s i t ion of the migrant population was also 
changing from single males to  families . 

Expatriates recrui ted to work ei ther f or the Government or the 
private sector were provided wi th hous es at highly subsidi zed 
rentals as part of their cond it ions of employment . Rapid 
local i zat ion of the public service during the early 1 9 7 0 s  meant 
that nat ional public servants were promoted to higher posit ions 
wi th hous ing a cond i t ion of the promot ion . The private sector 
began to  recruit nat ional s t af f  on a permanent basis and sought 
also to house them , though i t s  locali zation program was not as 
rapid as that of the publ ic s ervice . 

GoverDlllent Initiatives in Housing 

A nat ional hous ing authori ty , the Nat ional Hous ing Commis s ion , was 
e st ablished in July 1 9 68 , wi th the t ask , inter alia , of improving 
hous ing thoughout Papua New Guinea . The Commi s s ion was to build 
houses aimed at attract ing those who wi shed to  buy the i r  own homes , 
to charge economic rent al s and not to rely on the Government for 
sub s i d ies . 

In prac t i ce , however ,  the bulk of government hous ing cont inued to 
be heavily subsidi sed . The gap between ac tual rent als charged and 
the economic rent , including the cost of admini s t rat ion , increased 
as rent als remained substant ially the same over the years . The 
Commi t tee of Review on Housing , set  up in 1 9 7 7 , was asked by the 
Government to look int o appro priate rentals and rates for hous ing 
and ho s tels and to as sess the Gove rnment ' s  respons ibility for 
hous ing its employees . In its recommendat ions , the Commi t tee urged 
the Government to sell its houses at very low prices relative to 
the i r  current market value s , advice the Gove rnment has attempted to 
implement over the last several year s . There have been delays and 
deferral s , but in early 1 9 85 a Cabine t dec i s i on was made to 
cont inue the sale of government houses af ter a s ix month " f reeze" 
in the lat ter part of 1 984 . The number of  house sales  s ince the 
policy was ado pted i s  not known , but there has been no bui ld ing of 
new houses for the Governmen t  since then . 

The Government ' s  s tock of hous ing was handed over to the Nat ional 
Hous ing Commi s s ion in 1 9 7 8  and publ i c  servants were encouraged to 
buy their own homes . However ,  the cont inued re crui tment of 
expatr iate off icers under cont ract meant that a limi ted stock of 
houses at subsidi sed rent s had to  be maintained . Apart  f rom this 
special group , the Nat ional Government ' s  responsibility for hous ing 
public servants was to be conf ined to ins t i tut ions and remote 
stations . Res ponsibility for public  servant s performing provincial 
funct ions would in future bel ong to the provincial government s . 
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The Urban Housing Problem 

The Government ' s  Nat ional Development S trategy , released in 1 9 7 6 , 
called for government resources to be d i rected at rural areas of  
Papua New Guinea whe re the maj ority of the population lives . The 
S t rategy "recogni zes that there wil l  be cont inued growth in towns 
and that the Nat ional Gove rnment wil l  have to provide some funds 
for urban devel opment . As far as pos s ible , however ,  urban 
resident s wil l  be expected to pay the full cos t s  of services 
provided , par t i cularly in the larger cent res such as Lae , Port 
Moresby and Rabaul . " ( l )  

Thi s approach inhibi ted any serious government at tempt to deal wi th 
the growing problem of urban hous ing . Al though the rate of  urban 
population growth has moderated in recent years , it cont inues at a 
rate be tween 7 per cent a year in Port Moresby and 3 per cent in 
smaller centres . Unplanned sett lement s began to mushroom in and 
around urban areas throughout Papua New Guinea while the Government 
turned a bl ind eye to the problem. It did no t at tempt to demolish 
the sett lements  nor d id i t  provide adequate services ( water , 
sani tat ion , sewe rage ) .  By the early 1 9 70s , however ,  the Government 
began to re cognize the problems of settlement areas and its  
approach was to encourage sel f-help hous ing . 

When the Nat ional Hous ing Commi s s ion buil t  houses for pros pect ive 
home owners it was f ound that the prices were beyond the reach of 
mo s t  s e t t lers . Howeve r ,  the Government , through the Commi s s ion , 
has been relat ively succes s ful in extend ing loans to those in the 
sel f-help housing scheme . The scheme involves staged use of loan 
funds of K2 50 payable over three years . The houses in set tlement 
areas mus t mee t  minimum health and bui ld ing regulat ion standards . 

In 1 97 7 , the Government approved an add i t ional subs idy s cheme 
whe rein s i t e  development cos ts  are paid for by the Gove rnment and a 
loan of K7 50 i s  made for the purchase of mat erial s .  The loan , 
whi ch mee t s  only part of the total bui ld ing cos t , is provided over 
a three-year period and the Commi s s ion charges an 8 per cent 
intere st  rate to cover admini s t rative cos t s . According to a 1 9 7 9  
study only 30 per cent of  the total target group of urban 
set tlement res ident s had avai led themselves of the scheme ( 2 ) ; the 
cos t of a house , even wi th a low-intere s t  loan , is  out of reach of 
mos t  s e t t lers . Some reduct ion in co st  should be pos s ible by 
reducing the s t and ards of s i te development . 

1 .  Nat ional Public  Expenditure Plan 1 9 7 9-1 982 , Op . ci t . , p .  10 . 

2 .  A .  S t ret ton , 'Urban Hous ing Policy in Papua 
Monograph 8 ,  Waigani : Ins t i tute of Applied 
E conomi c Re search , 1 97 9 . 
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Recogniz ing the need for a more act ive policy , the Government 
s tated in the 1 982-85 Nat ional Public Expenditure Plan (p . 45 ) that : 

"the lack o f  af fordable hous ing is s t i l l  a maj or  problem for 
mos t  urban Papua New Guineans , and the deve lopment of  
appropriate standard , low-co s t  hous ing solut ions , f ree of  heavy 
subs idy element s ,  remains a high p riori ty . Such des igns wil l  
have immediate app li cation i n  the pilot home ownership scheme 
recent ly ini t iated by the government . . .  In general , the 
government management of urbani zation has been carried out in 
an uncoord inated manner • • •  " 

By the 1 9 84-87 Nat ional Publ i c  Expenditure P lan , the Government ' s  
pos i t ion had become the reve rse o f  the 1 9 76  Nat ional Development 
S trategy . The need to  redress  the imbalance between services 
suppl i ed in urban areas as oppo sed t o  rural areas became explicit . 
The Department o f  Phys ical Planning and Environment is  engaged in 
producing a Nat ional Urbani zation Plan whi ch will develop a 
prac t i cal program t o  enable thi s pol i cy to be implemented . The 
provision of servi ced allotments for migrant s e t t lement s  is "of  
singular importance " to the Government . This  renewal o f  o f f icial 
policy does not imply that , in the period af ter the adoption o f  the. 
1 9 7 6  s trategy , much was done to improve rural hous ing . Apart from 
families moved t o  set t l ement s cheme s , rural f amil ies build and 
maintain their own houses us ing mainly tradi t i onal materials but 
with increas ing use of modern mat erials f or roof ing , e t c . This 
ac tivity , toge ther wi th subs i s tence f ood production and trad i t ional 
t ool-making , forms part of  the "Non-Market Component" in the 
nat ional account s ,  and like them i t s  extent and value are 
e s t imated . There has been l i t t le research or extens ion d i rected to 
improvement s in rural hous ing . Simple mat erial s such as nai l s  and 
roofing are of ten hard to obt ain . 

The Nat ional Hous ing Commis s i on wi th its  ins t i tut ional s t ructure , 
and i t s  financing and operat ional obj e c t ives , may need reviewing . 
The Government regard s it as having a dual role in terms of be ing 
f inancially self-rel iant while at the same t ime requiring it to 
ful f i l l  other obj ect ives such as cont inued maintenance of ex
government hous ing at non-economi cal rental s .  The se roles are in 
conf lict . 

Shortage of Finance and Land 

The Government has from t ime t o  time expres sed i t s  concern , to 
o ther int eres ted part ies and government appointed commi t t ees , that 
f inance is a maj or cons t raint in providing hous ing . In the proce s s  
of d ive s t ing i tself of  the landlord image , the Government is  
encouraging exi st ing financial ins titut i ons to cater for the 
f inancial needs of those involved in the hous ing marke t ,  t hat is  
both suppliers of  hous ing and tho s e  who need hous ing . The focus o f  
government attent ion has been on the banks , whi ch are cons idered to 
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have adopted exce s s ively conservat ive pol i cies  toward financing 
housing .  However , finance does not appear to be the main 
d i f f iculty . A more bas ic problem is that urban dwel lers expect a 
standard of housing that i s  wel l  beyond their means . 

Shortage of land for hous ing in par t i cular , and for deve lopment in 
general , has also been a maj or problem.  The Government has 
commi ss ioned internal commi t tees and external consultants to  report 
on land adminis trat ion , acqui s i t ion and d i s t ribut ion .  Measures 
aimed at  improving the admini s trat ive and organi zational capacity 
of the Depar tment of Lands are being s tud ied by the recently 
appointed Program Management Uni t as one of its first tasks ( see 
Chapter 1 5 ) . Al so , the Government Regulat ions Advi sory Commi t tee 
is shortly to  make re commendat ions on the deregulat ion of land 
admini s t rat ion . If adopted , the recommendations of these two 
bod ies should greatly reduce procedural requirements as sociated 
wi th release of land for hous ing and o ther product ive purpo ses . 

The Building Industry 

The build ing indus try i s  under-developed and unevenly d i s t r ibuted 
throughout the count ry . The d i s t r ibut ion of the indu s t ry , 
especially the larger and more e f f i cient firms , is  biased towards 
the coas tal areas and larger t owns . Co s t s  of  mater ial s and wages 
are high . Management , acces s  to capital and the supply of building 
materials favour the f ive or six large expatr iate companies over 
the many small , nat ionally owned bus ines ses . The lat ter typically 
handle cont racts between K20 , 000 and KS0 , 000 , whereas the 
expatriate companies operate at K2 50 , 000 and upwards . 

Costs  in the build ing indus t ry are difficult to assess  owing t o  the 
lack of reliable data . Some commentators have observed that 
build ing cos t s  are high because the produc tivity of labour in the 
indus try is  very low .  However ,  a recent s tudy comments that , " 
the industry ' s  cos ts  are a mixture of  gues swork , s peculat ion , 
groping in the dark , and analys i s . . .  On the bas is  of inf ormation 
ob tained , there is  not suf f i cient evidence to support the widely
publ icized belief that the cons truct ion cos t s  of the house build ing 
industry in Papua New Guinea are exce s s ively high . But if co s t s  
are no t really all that high , but prices clearly are , then a high 
pro f i t  margin mus t account for  the d i f f erence . " ( ! )  

Agenda for Housing 

A numbe r of ini t i at ives or further s teps need to be pursued to 
improve hous ing . 

1 .  R.  Higgins and V .  Kamur , 'Urban Housing in Papua New Guinea' ,  
Port Moresby : Ins t i tute of Nat i onal Af fa�r s , 1 9 83 , pp . 7 3-4 . 
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The admini s t r at ive and regulatory ref orms being cons idered by 
the Program Management Uni t  and the Government Regul at i ons 
Advisory Commi t tee should be implemented as soon as pos s ible 
in order to s peed up the re lease of land for housing . 

Greater compe t i t ivene ss in the financial sector would as s i s t  
the availabi l i ty of housing finance . 

A build ing indus try s tudy int o high prices is  needed . A more 
even d i s t ribution of e f f i cient f i rms throughout the country 
should be encouraged . 

A s tudy of affordable ( unsubs idi sed ) type s and standards of 
urban hous ing is  also requi red . 

Urban growth is  an inevitable and pos i t ive consequence of  
development but government measure s to improve cond i t ions and j ob 
opportuni t ies in the rural areas wil l  he lp  to keep migration to  the 
towns wi thin economic limi t s . As rural incomes rise , the s t andard 
of rural hous ing will imp rove . In the l onger term , a coherent and 
act ively administered populat ion pol icy is al so needed if the 
demand for servi ce s , including hous ing , is  not to  swamp resources . 
Housing policy mus t  theref ore be seen as part of the social and 
economic inter-re lationships that have to be addres sed in the 
cour se of further ing the nat ion' s deve lopment . 
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14 . ROLE OF WOMER 

Women are increasingly ,  if belatedly , ga1n1ng recogni tion for the 
importance of the i r  economic contribution to socie ty , and hence to 
d e v e l o p m e n t .  P o l i cy m ak e r s  have begun t o  a ckno w l e d ge t h i s  
expl i c i t l y , and a r e  b e g i nning t o  t ake a c c o unt  o f  t he f a c t  t h at 
women in most social and occupat ional groups are disadvantaged in 
relat ion to men. Programs are be ing devised that addres s  women's 
ne e d s  d i r e c t l y ,  al t ho ugh f o r t he m o s t p a r t  they a r e  i n t e nd ed t o  
i m p r ov e  t he i r  h e a l t h  and w e l f a r e  r a t h e r  t han t o  enhance t he i r  
economic s t atus. 

The E i gh t  Ai m s  re cogn i z e d  t h a t  w o m e n  w e r e  d i s advan t aged by 
s tre s s ing "A rapid increase in the equal and active part i cipat ion 
o f  women in  a l l  f o r m s  o f  e c onom i c  and s o c i a l  a c t i v i t y". In 
p e r s uance of  t h i s  aim t he Gove rnm ent has f i nanced wom en's 
associations and conf erences , and nominated a female representat ive 
in e ach p r o v i n c i a l  gove rnment . The i n t e n t i on w a s  t o  p r o m o t e  
awarene s s  of  w o m e n's r i g h t s  and encourage women's sol idar i t y ;  t o  
create a permanent organizational base f o r  women; and to provide 
them with inf ormat ion about and acces s  to servi ces .  

The D e p a r t ment o f  C o m me r c e  h a s  b e en a c t i v e  in a s s i s t i ng and 
f o r m a l i z ing w o m e n's bu s i ne s s  g r o u p s  t hroughout Papua New Guinea. 
In W e s t e rn H i g h l and s P r o v i n c e , s even s u ch g r o u p s  w i t h  a t o t a l  
membership o f  6 0 0  are supported.  The act ivities range from trade 
s t o re s ,  c h i cken and v e g e t a b l e  p r oj e c t s ,  to bus s e rv i c e s .  A j o i n t  
p r oj e c t  o f  the C o m m e r c e  De p a r t m e n t  a n d  t he Int e r na t i o nal Labour 
Organizat ion was s tar ted in 1 9 7 5  with the aim of increas ing women's 
p a r t i c i p a t i o n i n  b u s i n e s s .  T h e  G o r o k a  W o m e n' s  I n v e s t m e n t  
Corporat ion ,  for example , has a to tal of 1 4 7  me mbers. 

In 1 9 7 5  the Nat ional Council  of Women was formed in response to the 
Uni ted Nations Declarat ion of an Internat ional Women's Year. The 
Counc i l  w a s  i n c o r p o r a t e d in 1 9 7 9  b y  an Ac t o f  P a r l i a m e n t  and has  
the right to cri t icize and que s t ion the Government on  mat ters that 
d i s c r i m i n a t e  aga i n s t w o m e n .  I n  t he f o l l o w i ng y e a r  the Nat ional  
Devel opment S t rategy , which was based on  the Eight Ai ms , provided a 
mechanis m  through the triennial Nat ional Publ i c  Expendi ture Plan to 
increase women's par t icipat ion in pol i t i cal bodies and the economy. 
It recogni zed that mos t  development effort s had hi therto bene f i t ed 
men d i s p ro po r t i o nat e l y ,  and t ha t  wo men w e r e  s ev e r e l y  und e r
represented in local , provinci al and nat ional pol i t ic s .  The first  
N a t i o n a l  P l ann ing and Expend i t u r e  P l an w i t h p r o v i s i on for  women 
out s i d e  he a l t h  and f a m i l y  p l anni ng w a s  tha t for  1 9 7 9 ; t he 
allocat ions for that year and the following three years , and their 
share in the total , are shown in Table 1 4 . 1 .  
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1 9 7 9  

1980 

1 9 8 1  

1 9 8 2  

Table 14 . 1  

Nat ional Pub l ic Expenditure Plan Allocat ions for Women , 1 9 7 9  8 2  

To tal 
NPEP 

K mill ion 

5 8 . 8  

1 1 7 . 8 

1 4 7 . 1  

1 7 5 . 4  

Gene ral wel fare obj ec t ive Women ' s pro j ects 

K mill ion 

4 . 1 

1 1 . 2 

14 . 5  

1 3 . 6  

Share o f  
Share o f  total  Share of  total general 

NPEP K thousand NPEP wel f are 
(per cen t ) (per cent)  ( per cent) 

7 . 0  

9 . 5 

10 . 0  

7 . 8 

8 6 3  

7 09 

4 5 4  

3 5 0  

1 .  5 

0 . 6  

0 . 3 

0 . 2 

2 1 . 0 

6 . 3  

3 . 1 

2 . 6  

Source : Nat ional Planning O f f ice , Nat ional Pub l i c  Expend iture Plan , 
various years . 

As c an be s e en , t h e re has b e e n  a de c l i ne b o t h  i n  t he am ount s 
appropriated for women's proj ects and the share of such amounts in 
the total Nat ional Public Expend i t u r e  P l an expend i t u r e  e a ch y e a r  
since 1 9 7 9. The figures are s l ight ly misleading i n  that a number 
o f  p r oj e c t s  f und ed in t he e a r l i e r  y e a r s  have b e en t r ans f e r r e d  t o  
t he r e c u r re n t  budg e t .  None t he l e s s , t he pi c t u r e  i s  d i s cour a g i ng .  
Only 59  per cent of the amount s e t  aside f o r  women's proj ects since 
1 9 7 8  has been ut ili zed. Moreover , "women's proj ects" were welfare 
b a s ed , and did n o t  a i m  t o  p r o m o t e w o m en's p a r t i c i p a t i on i n  
pol i t ical or economic af fairs.  

Women in Agriculture 

F o l l o w i ng a p a t t e rn t h a t  i s  f a m i l i a r  in t r ad i t i o na l  s o c i e t i e s , 
women in Papua New Guinea are mainly respons ibl e  f or the grow ing 
and ha rv e s t i ng o f  f o o d .  I t  i s  p o s s i b l e  t h a t  in t he p a s t t he 
d iv i s i on o f  l abour b e t w e en t he s e xe s  i n  a s y s t e m o f  s h i f t i ng 
cul t ivat ion was more even , but the subs t i tut ion of s teel implement s 
( axe s ,  m a c he t e s , e t c . )  f o r  s t one , t he i n t r o d u c t i on o f  w i r e f o r  
f en c i ng , and m o d e rn m a t e r i a l s  f o r  bui l d i ng h a s  made m e n's w o rk 
( c l e a r i ng g r ound , m ak i ng and m a i n t a i n i ng t o o l s ,  b ui l d i ng and 
r e p a i r ing hous e s )  m o r e  e f f i c i e n t  and t hu s  l e s s  t i m e - c o n s u m i ng .  
W o m e n's w o rk i n  f o od  g a r d ens  h a s  b e en l e s s  a f f e c t e d  b y  s u c h  
improvement s ,  but i t  has neverthele s s  been e s t imated that i n  mos t  
areas o f  Papua New Guinea a f amily can feed i t self with a mere 1 6-
2 2  hou r s  o f  w o rk a wee k.  Ho w e ve r , t he p r o d uc t i o n  o f  t r ad i t i o n a l  
f oo d  f o r s al e  and w o rk on c o m m e r c i a l c r o p s  c o m e s  on t o p  of  t hi s ,  
and routine tasks of gathe ring wood , fetching water , cooking , othe r  
hou s e ho ld  t a sks and c a r i ng f o r  c h i l d ren al s o  h a v e  t o  be  c a r r i e d  
out . 
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L i t t l e has  been d o ne t o  i m p r o ve s u b s i s t e nce f o o d  c r o p s  o r  t he 
methods of subs i s t ence cul tivat ion which occupy almost  all rural 
w o m e n .  Ag r i c u l t u r a l  r e s e a r c h a n d  e x t e ns i o n  has  c o n cent r a t e d on 
cash crops , cat tle rais ing and o ther commercial act ivi t ies that are 
largely a male preserve. Only 2 per cent of agricultural extens ion 
workers are female. 

There are two except ions to the general izat ion that rural women are 
ab s o r b e d  in s ub s i s t e nce  a g r i c u l t u r e .  F i r s t ,  a l i m i t e d  nu m b e r  o f  
w o m e n  are n o w  h i r e d  t o  w o rk i n  c o f f e e  and t e a  p l ant a t i o n s , wh i c h 
gives those concerned a cash income( l ) . Tea plucking by hand is a 
w o m an's o c cup a t i on in al l t e a-g r o w ing count r i e s .  I t  i s  t e d i ou s , 
l o w - p a i d  w o rk t ha t  i s  b e ing i n c r e a s ingly r e p l a c e d  by hand-he ld  
m a ch i ne s .  Machine p l u ck i ng i s  more  eff icient and therefore pays 
be tter , but of course reduces the numbers empl oyed in a given area. 
Second , as noted in Chapter 4 there is an increas ing output of root 
crops and o the r foods for s ale at local market s. Since women are 
the main food producers , this  deve lopment means that many of them 
now have cash i n c o m e s , a l t hough t hey may not a l w ay s  c o n t r o l  t h a t  
in c o m e .  A s  a l s o  n o t e d  in t ha t  cha p t e r ,  the e x t e n t  a n d  t r end o f  
market sales - and theref ore o f  the income they gene rate - are not 
kn o wn .  But t he s p r e ad of t he c a s h  e c o n o m y  i n t o  t he t r ad i t i o n a l  
r u r a l  s e c t o r , f o r m en ( t hr ough c a s h  c r o p p ing)  and f o r  w o men 
(through f ood product ion for the marke t )  is unmistakable.  

It follows , there f ore , that in provid ing better fac i l i t ies for food 
m a rke t i ng , as p r o p o s e d in t h i s  r e p o r t , p r o v i n c i a l  gove rnment s ,  
backed and encouraged by the Nat ional Government , will he lp promote 
the entry of rural women into the modern economy. Subsistence food 
product ion will nevertheless r e m a in t he p r i nc i pal  s o u r ce of f o od 
f o r  t he bulk of  t he p o p u l a t i on in the f o r e s e e a b l e  f u t u r e .  I t s  
importance and he nce the important role o f  women , deserve greater 
o f f i c i a l r e c o gn i t i o n t han t h e y  have had in t he pa s t , and be t t e r  
support i n  the form o f  research, training and extens ion servi ces. 

Women and the Social Services 

To r e c ap i t u l a t e  b r i e f l y  on t he Cha p t e r  1 3  d i s c u s s i o n  of s o c i al 
ind i cators and services in their applicat ion to women : 

i )  The re is  l i t t le rel iable evidence on health and nut r i t ion 
standard s ,  al though this will be clearer when the resul ts  of 
t h e  N a t i o n a l  N u t r i t i o n S u r v e y  a r e  k n o w n .  T h e r e  a r e  
indications that anaemia i s  a problem among women , made worse 
by the high incidence of malaria in many areas . Nut ritional 
d e f i c i enc i e s  have b e en no t e d  a m o ng w o m e n  on s e t t l e m e n t  

( 1 )  Four p e r  cent of those working f o r  wage s i n  agriculture are 
women . 
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s ch e m e s , e i t he r  b e c au s e  t h e y  w e r e  no t g a r d e ne r s , o r  b e c a u s e  
f o o d  g a r d e n s a r e  s o m e t i m e s  a l o n g  d i s t a n c e  f r o m  t h e 
se t t lement . 

i i )  Although mortality rat es have decl ined and longevity has 
increased , the rate of maternal mor t al i ty is s t ill high, well 
ov e r  10 p e r  t h o u s and . In 1 9 7 9  i t  w a s  e s t i m a t e d t h a t  5 - 7  p e r  
c e n t  of  w o men in Pa pua N e w  G u i n e a  d i e f r om caus e s  d i r e c t l y  
related to child-bearing( l ) .  More than 7 0  p e r  cent of births 
are unas s i s ted by heal th workers.  

iii)  In educat ion , girls  and women are still at a disadvantage 
c o m p a r e d  to b o y s  and m e n , e s p e c i a l l y at t he s e c o n d a ry and 
t e r t i a r y  l e ve l s .  Enr o l m e n t  o f  g i r l s  i n  c o m m un i t y  ( p r i ma r y )  
s ch o o l s  r e ached 4 2  p e r  c e n t  i n  1 9 8 3 ,  and t h e i r  a t t end ance 
r e c o r d  i s  r a t h e r  b e t t e r  t h an that o f  b o y s . The e n r o l m e n t  o f  
girls i n  secondary schools has been stable a t  about one-third 
dur ing the las t ten years , and secondary educat ion as a whole 
has expanded very l i t t le. Pos t-secondary education is  s t i ll 
r e s t r i c t e d m a i n l y  to men ; even a t  t e a che r s' c o l l e g e s  w o m e n  
are in t he m i no r i t y ,  a n d  a t  unive r s i t i e s , t he f e w  w o men 
unde rgraduates take mainly certif icate courses in  nur s ing and 
social wo rk. Agr i cul tural training ins t i tutions were ent i rely 
male unt il 1 9 7 4 , and no w enrol! about 12  per cent female s .  

i v )  The r e  i s  no o f f i c i a l  p o pu l a t i on p o l i cy or p o pu l a t i on 
cont r o l  p r o g r a m , al t ho u g h  f a m i l y  p l ann i ng s e rv i c e s  a r e  
available to  a limi ted proport ion of women through Materni ty 
and Chi ld Health cl inics and voluntary bod i e s .  

Women themselve s are becom ing m o r e  aware of their subordinate role 
and a r e  b e g i nn i ng to j o i n  t o g e t h e r  for a f u l l e r  s h a r e  in t he 
bene f i t s  of their work. The most notable example of a collect ive 
effort  to improve their lot cons i s t s  of rural exchange groups known 
as " w ok m e r i" ( w o m en's w o r k ) .  They are e s s e n t i a l ly s av i ng s  
s o c i e t i e s  f o r m e d  by t he w i ve s  o f  a c l an o r  l i ne ag e  g r o u p  w h o  
combine their labour and the cash earned f rom the sale of produce. 
They exchange good s with other group s , make loans to members , and 
purchase trucks and buses for use by the group or for hire. The se 
s ma l l  c o - o p e r a t iv e s  s e rve to d e m on s t r a t e  w o men' s  c a p a c i t y  to d o  
bus iness  and to  keep "mer i s  mani" (women's money) away f rom men who 
they fear might otherwise s pend it on beer and gambling. 

Women's organizat ions advocating women's rights have al so sprung up 
in u r b a n  ar e a s .  In r e c e n t  y e a r s t he r e have b e e n  d e m o n s t r a t i ons  
c a l l ing f o r gove rnm e n t  a c t i on t o  s t o p  r a pe and o t he r c r i m e s  o f  

( 1 )  T .  M cDe v i t t ,  "M o r t a l i t y  T r e nd s , P a t t e rn s  and C au s e s " in R. S .  
Skeldon ed. ,  The Demography of Papua New Guinea,  Port Moresby :  
Ins t itute of  Applied So cial and Economi c  Res earch , 1 9 7 9. 
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vi o l en c e . How e ve r , s u ch p r o t e s t s  a r e  s t i l l  r a r e  in P a pua New 
Guinea . 

Women in Public Life 

The limi ted representat ion of women in public life  is both a cause 
and an e f fect of  their relat ively s low advancement. Par t i cipation 
by w o m e n  in e l e c t e d b o d i e s  o f  g o v e r n m e n t  i s  l o w .  When L o c a l  
Gove rnment Counci l s  were int roduced to Papua New Guinea women were 
no t c o n s i d e r e d  as n e e d i ng s pe c i al r e p r e s e n t a t i o n .  A p a t t e rn o f  
all-male Councils largely pers i s t s  today. Only 7 Council lors out 
of 4 3 1 3  in 1 9 7 8  w e r e  f e m a l e .  Lo c a l  gove rnment is cl o s e s t  t o 
v i l l a g e  l i f e ,  and has  t he r e f o r e  t he m o s t i m m e d i a t e  e f f e c t  on 
w o m e n' s  l i ve s .  G r e a t e r  r e p r e s e n t a t i on o f  rural women on L o c a l  
Government Council s  would enhance gove rnment r e s p o n s e  t o  w o m en's 
needs . 

Provincial governments have provided new opportuni t ies for women 
t o  en t e r  p o l i t i c s , and t he i r  r e p r e s e n t a t i on i s  h i g he s t  at t h i s  
leve l .  No women have yet been elected to a provincial government , 
but mos t  provinces have shown an awarenes s  of the need for women to 
b e  r e p r e s e n t e d , and have no m i na t ed women t o  b o t h  in t e r i m  and 
elected provincial government s.  

Repre sentat ion of women in pol i t ics at the nat ional level is very 
low. At the 1 9 7 9  elect i ons the number of female Members increased 
from one to three . In 1 982 , however , only one woman was elected. 

The 1 980 census recorded that women cons t ituted nearly 23  per cent 
of t o t al e m p l o ye e s  in t h e  publ i c  s e c t o r .  F i ve p e r  c e n t  o f  t h e m  
were i n  managerial pos i t ions ( Clerk Class Eight and above ).  There 
a r e  f e m a l e  o f f i ce r s  in  the D e p a r t ment of N a t i onal P l ann ing , 
although most of them are in the Social Planning Sect ion and very 
few are in the economic and f inancial sect ions . There are no data 
on female employment in the private sector. 

Cons i d e r a t i ons of e q u i t y  apa r t , t he p a c e  of s o c i a l  and e c onom i c  
d e ve l o pment  i n  P a pua New Gu ine a  w i l l  i n  p a r t  d e p end o n  e f f e c t i ve 
m e a s u r e s  t o  i m p r ove the s t a t u s  and p r o d u c t i vi t y  o f  w o m e n .  
He a l t h i e r  and b e t t e r  e d u c a t ed w o m e n  w i l l  b e  m o r e  e f f i c i ent 
cul t ivat ors and so rai se the standard s of  the rural economy. They 
w i l l  a l s o  be be t t e r  a b l e  t o  co n t r o l  t he i r  own f e r t i l i t y  and t hu s 
e a s e  t he p r e s s u r e  on r e s ou r c e s .  The s e  i d e a s  a r e  no t ne w b u t  e cho 
o f f i cial statements that reach back to  the formulat ion of the  Eight 
Aims  on the eve of Independence. Trans lat ing these  s tatements into 
p r a c t i c a l  m e a s u r e s  has b e e n  v e r y  s l o w .  Thi s i s  d o ub l y  to b e  
regret ted because many of the measures that would enhance the role 
and we l f a r e  of w o m e n  are al s o  i m p o r t an t  f o r  o t he r r e a s o n s .  They 
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a r e  me n t i on e d  e l s e whe r e  in t h i s  r e p o r t  i n  t he d i s cu s s i o n  on  t he 
need for : 

Great ly improved research and extens ion services for food 
p r o d u c t i on ( l a r g e l y  a w o m an' s t a s k )  and m o r e  f e m a l e  
e x t e n sion off icers.  

B e t t e r  f a c i l i t i e s  for  t he ma rke t i ng o f  produce ( a l s o  
largely a female bus ine s s ). 

Gr e a t e r  p r ov i s i o n f o r  g i r l s  in s e c o n d a r y  and p o s t 
s e c o ndary e d u c a t i o n ;  and a t  t he l a t t e r  s t ag e , t he 
inclus ion of more women in university degree courses , and 
in professional courses in subj ects  other then teaching 
and social work. 

Formulati on and adopt ion of an offi cial family planning 
policy , with provi sion for t raining of qual i f ied s taf f.  

F inal ly,  in  light of the above recommendations , an  explicit  poli cy 
paper on women should be formulated. This proposal was put forward 
in 1 9 7 8  but no t i m p l e m e n t e d  ( 1 ) . Such a d o c u m e n t  w o u l d  p r o v i d e  
guidance f o r  individual women and women's organizat ions a s  well as 
al lowing co-ordinat ion of women's programs within the public  and 
private sectors. Unt il such a policy charter exi s t s , planning for 
women cont inue s to run the risk of  being ad hoe and unco-ordinated.  

( 1 )  Re f e r r ed to  by M.  Nakikus i n  an unpu b l i s hed p a p e r 
pre sented at a conference on "Women's Advancement in Planning 
i n  P apua New G u i ne a" , o rg an i s ed by t he N a t i o nal P l ann i ng 
Off ice , Wa igani , 1 98 2 .  
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1 5 .  GOVERNMENT ARD TDK PUBLIC SEllVICE 

Rational-Provincial Government Relationships 

At Independence the Government of Papua New Guinea inherited a 
large , cent rali zed bureaucracy . As noted in Chapter 1 ,  
sece s s i oni s t  pre s sures from some of the provinces led to the 
deci s ion to  t rans fer - not j ust  devolve - certain impor tant 
government powers and funct ions to the province s , toge ther wi th the 
f inancial resources needed to carry these out . The se arrangement s 
were embod ied in the Organic Law of 1 9 7 7 , and we re put into effect 
over the following three years . 

Implementat ion of the agreement to decent ral ize involved three 
proce s se s .  Firs t , the t rans fer of po l i t i cal decision-making in the 
agreed areas led to the creat ion of 1 9  provincial as semblies , each 
wi th elected repre sentat ives and a P rovincial Execut ive Counci l .  
Second , the pol i cy required the trans fer to the province s of 
admini s t rative ins t i tutions and personnel . Thi s process eventually 
result ed in the decentral i zat ion of the "development " funct ions of 
mos t  key nat ional department s ,  as well as of  other activit ies such 
as the maintenance of government as s e t s . Third , there was to be an 
orderly t rans fer of financial powers . So far , eight of the 1 9  
provincial government s have been given financ ial autonomy , that is , 
they have be come res pons ible for current ( non-capital ) expend i tures 
relat ing to the trans ferred funct ions . Except for local sales 
taxes and royal t ies , whi ch cover a small propor t ion of provincial 
gove rnment outgo ings ( except for the subs tantial royal ties f rom 
Bougainvi lle Copper Limi ted in No rth Solomons Province ) ,  their 
expendi tures are financed by the Nat ional Government in the form of 
uncond i t ional , cond i t ional and "derivation" grant s .  

Sources of Provincial Governaent Funds 

By far the large s t  source of fund ing for provincial 
takes the form of  Minimum Uncond i t ional Grant s .  The 
governments are becoming increas ingly dis sat i s f ied 
declining real value of these grants relat ive to  the 
cos t s  of maintaining the trans ferred activit ies . 

government s  
provincial 
wi th the 
increas ing 

Two bas i c  is sue s are contended . First , the base level of 
cal culat ion for the Minimum Unconditional Grant set in 1 9 7 6  has not 
been adj us ted to account for consumer price index related 
adj us tments to salaries of st aff in the trans ferred activi t ies . 
The Special i s t  Commit tee on Fis cal Relat ions has sugges ted that 
increased salary co s t s  result ing from such adj us tment s should be 
compensated for · by the Nat ional Government in Minimum Uncond i t ional 
Grant s .  Salary cost increases ini t i ated by provincial 
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I-' 
\0 
0 

Province 

We s t ern 

Gul f  

Cen t ra l  

Milne Bay 

Oro 

S.  Highlands 

Enga 

W.  Highlands 

S imbu 

E .  Highlands 

Moro be 

Madang 

E. S e p ik 

San daun 

Manu s  

New Ireland 

E .  New B r i t a in 

W. New B r i t a in 

N .  Solomons 

TOTAL 

Table 15 . 1  

Variat ions in Fund ing of Ac t iv i t ie s  Trans ferred to t h e  P rovin c e s , 1 9 7 8 -84
a 

1 9 7 8  1 9 7 9  1 9 80 1 9 8 1  1 9 8 2  1 9 8 3  1 9 8 4  

- 3 64 , 4 85 - 19 1 , 8 2 0  - 1 1 7 , 96 6  5 0 , 7 4 1  604 ' 9 2 0  1 , 1 1 8 , 2 9 1  2 , 4 1 7 , 2 6 7  

- 2 4 4 , 06 6  -86 , 4 4 6  - 6 2 , 1 4 2  9 1 , 800 5 9 6 ' 9 3 1  1 , 02 0 , 9 6 6  1 , 1 7 5 , 68 8  

- 2 3 1 , 886 - 3 6 , 2 6 7  1 4 2 , 980 9 , 688 4 38 , 5 2 3  1 , 00 7 , 3 7 9  1 , 3 7 6 , 7 2 6  

- 3 9 5 , 1 68 80 ' 911 4 3 1 , 3 8 7  4 4 1 , 3 2 6  5 4 2 , 1 6 6  8 3 8 , 62 3  1 , 5 3 1 , 8 6 0  

-498 , 3 7 5  - 4 6 , 95 3  - 10 9 , 2 99 2 , 2 5 1  1 3 7 , 9 32 3 8 5 , 14 4  806 , 4 60 

- 3 6 5 , 0 7 3  3 1 1 , 7 7 1  201 , 8 39 5 7 0 , 9 8 3  9 9 6  , 068 1 , 7 30 , 9 7 0  1 , 99 1 , 28 1  

-109 , 84 1  5 5 0 , 3 3 7  7 9 9 , 9 8 2  905 , 4 8 1  9 9 6 ' 3 2 6  1 , 3 1 7 , 03 2  1 , 8 2 1 , 3 9 5  

- 1 2 6 , 8 8 3  3 9 9 , 6 5 0  208 , 5 7 9  386 , 6 8 6  601 , 4 84 9 8 6 , 35 5  1 , 5 3 9 , 85 8  

- 4 9 2 , 4 5 9  9 , 4 1 1  88 , 68 1  194 , 9 30 205 ' 108 4 1 5 , 14 8  1 , 12 8 , 67 5  

- 2 9 7 , 1 96 - 3 2 , 02 4  - - -

- 6 3 4 , 6 1 8  200 , 58 6  4 4  , 4  7 7  5 6 3 , 4 1 4  5 7 5 , 3 2 8  -

- 6 3 1 , 84 0  - 2 2 5 , 8 4 7  - 1 2 2  ' 8 7 7  -11 , 8 4 5  -86 , 98 1  3 2 9 , 02 0  -

-180 , 18 5  4 8 8 , 2 9 7  5 90 , 7 3 7  648 , 95 1  8 4 5 , 903 -

- 1 94 , 85 2  3 5 0 , 6 3 5  4 7 4 , 2 2 4  7 1 2  , 85 6  1 , 3 1 9 , 2 1 8  1 , 91 7 , 52 8  2 , 2 2 2 , 82 8  

- 1 1 5 , 402 2 2 , 606 -8 , 4 3 (1  - 1 6 , 2 89 - 9 , 7 8 3  3 8 0 , 5 7 1  4 35 , 02 8  

- 3 3 1 , 5 5 9  - - -

- 3 2 7 , 2 9 7  - - -

- 1 7 9 , 82 7  6 7 , 35 7  - 2 8 ' 7 7 8  7 1 , 4 6 5  5 0 , 5 9 3  

-5 , 7 2 1 , 011 1 , 86 2 , 201 2 , 5 3 3 , 38 7  4 , 6 2 2 , 4 3 7  7 , 8 1 3 , 7 3 5  1 1 , 4 4 7 , 02 9  1 6 , 4 4 7 , 0 6 7  

T o t a l  
1 9 78-84 

3 , 5 1 6 , 94 7  

2 , 4 9 2 , 7 3 2  

2 , 7 0 7 , 14 2  

3 , 4 7 1 , 106 

6 7 7 , 160 

5 , 4 3 7 , 83 7  

6 , 2 80 , 7 1 0  

3 , 9 95 , 7 2 8  

1 , 54 9 , 4 9 3  

- 3 2 9 , 2 1 9  

7 2 9 , 1 8 8  

- 7 5 0 , 3 7 1  

2 , 3 9 3 , 7 04 

6 , 802 , 4 3 7  

6 8 8 , 29 4  

- 3 3 1 , 5 5 8  

- 3 2 7 , 2 9 7  

- 1 9 , 1 9 0  

3 9 , 004 , 8 4 4  

a
D i f ference be tween amoun t s  p r e s c r ibed by formula for t h e  minimum uncon d i t ional grant and amount s  a c t ual ly 
budge t e d . 

Source : �or��n_l_I!!_��vernm�r:it al_!_i sc� Re lat i�� · Tab le 1 0 . 



government s ,  or resul t ing f rom reclas s ifying posit ions and 
recruit ing new s taf f ( of the i r  own vol i t ion ) should be borne by the 
provincial governments themselves . ( ! )  S alary costs  are a 
substant ial por tion of provinci al and nat ional gove rnment budge ts  
and their management is cri t i cal to  the overall management of 
f i scal policy . 

S econd , t rans ferred act ivi ties virtual ly prede termined recurrent 
cos t levels at the t ime they were t rans ferred to  the provincial 
governments . Thi s factor need s to be taken into account in future 
cons iderat i ons of  adj us tment s to  the Minimum Uncond i t ional Grant . 
F inance Department o f f i cial s  have adj us ted such cos t  discrepancies 
for mos t  of the p rovincial al locat i ons ( see Table 1 5 . 1 ) .  Except  
in  the case of the financially autonomous provinces , the add i t ional 
allocat ions have risen since 1 9 7 8 . 

Cond i t ional Grants are al located to the provincial gove rnment s for 
p roj ects in the National Pub l i c  Expendi ture Plan . Acces s  to this 
source of funding depend s largely on the abi l i ty of each of the 
provincial governments to submi t wel l-prepared proj ect proposals to  
the Nat ional Government . Lack o f  skil l s  in proj ect preparation in 
mos t  of the provincial government s has meant that fewer grants have 
been available than the provincial government s would wi sh . 
Nati onal Planning O f f  ice t raining programs in this field have 
lapsed in recent year s . 

Derivat ion Grant s are allocated to the provinces as rewards for 
greater production effort , while royal t ies are also paid to the 
provinces after deductions are made from the Derivation Grant . 

The Nat ional F i s cal Commis s ion allocat ions are meant to even out 
the imbalances in resource d i s t ribut ion between the more prosperous 
and the less  devel oped province s .  On the whole , these allocat ions 
have not had the des i red equal i z ing effect . Cond i t ional Grants 
based on Nat ional F i s cal Commi s s ion al locations seem to achieve 
greater equal izat ion in fund ing . Stat i s t i cal data used for the 
cal culation of  Deriva t i on Grants are ei ther inadequate or out of 
date , thus lead ing t o  distort ions in the allocat ion of the grant s . 
Transfe rred taxe s , like Derivation Grant s ,  benefit the more 
prospe rous province s more than the les s  developed ones . 

Duplication of Personnel and Costs 

At the incept i on of the provincial gove rnment s a commitment was 
made to concurrent ly reduce both national public servi ce s taf f 
levels  and cos t s  in those department s  whose "development " or 

1 .  Commi t tee of Special ist  Expert s ,  'Report on Inte r-governmental 
Fis cal Rel at ions ' ,  Port Moresby , 1 984 . 
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Table 1 5 . 2  

Personal Emolument s ,  ExEa t r ia t e  and Nat ional O f f icer s , 
Annual Budget Appropriat ion , 1 9 7 9-85 (kina)  

1 9 7 9 1 9 80 1 9 8 1  1 9 8 2  1 9 8 3  1 9 8 4  1 9 8 5  
-----

Sele c t ed nat ional depar tmen t s  

Heal th 14 , 80 5 , 300 1 8 , 1 4 1 , 2 2 2  2 2 , 8 5 5 , 600 1 8 , 9 1 3 , 800 7 , 2 5 6 , 40 0  9 , 307 , 000 9 , 4 38 , 300 

Primary Indu s t ry 8 , 8 54 , 2 1 2  7 , 3 1 8 , 100 7 , 4 9 2 , 5 00 6 , 108 , 5 0 0  7 , 2 9 4 , 800 9 , 2 9 5 , 1 00 8 , 5 5 7 , 100 

Educ at ion 14 , 4 4 5 , 8 2 9  1 2 , 1 9 1 , 500 1 5 , 64 5 , 8 00 2 1 , 4 85 , 100 18 , 0 7 3 . 900 1 6 , 6 68 , 300 1 6 , 1 7 8 , 7 00 
a a a 

Commerce 1 , 2 8 3 , 3 59 1 , 0 9 0 , 7 00 1 , 5 2 2 , 9 00 1 , 088 , 900 

Sub-total 3 9 , 3 8 8 , 7 00 38 , 7 4 1 , 5 7 2  4 7 , 5 1 6 , 8 00 4 7 , 5 9 7 , 8 00 3 2 , 6 2 5 , 100 35 , 2 70 , 4 00 34 , 1 7 4  , 100 

I-" 
\.0 Selected p r ovincial depar tments N 

Health 3 , 7 4 0 , 500 4 , 0 3 6 , 7 2 7  6 , 005 , 200 6 , 7 5 1 , 60 0  1 9 , 04 3 , 7 00 2 3 , 05 3 , 300 2 4 , 7 3 3 , 600 

Pr imary Indu s t ry 4 , 7 5 8 , 0 00 4 , 4 7 7  , 04 0  6 , 12 5 , 600 7 , 20 5 , 5 0 0  7 , 6 7 2  , 9 00 8 , 7 64 , 400 9 , 7 8 1 , 7 00 

Educa t i on 28 , 2 04 , 000 2 6 , 25 7 , 000 2 9 , 0 3 3 , 300 3 L 4 2 1 , 8 0 0  2 9 , 5 70 , 700 34 , 4 1 5 , 2 00 3 3 , 2 8 0 , 2 00 

Commerce 802 , 000 7 9 3 , 1 9 7  1 , 2 1 0 , 6 00 1 , 3 6 3 , 4 0 0  1 , 32 9 , 9 00 1 , 5 64 , 000 1 , 68 4 , 3 00 

Sub-total 37 , 5 04 , 500 3 5 , 5 6 3 , 9 64 4 2 , 3 74 , 7 00 4 6 , 7 4 2 , 300 5 7 , 6 1 7 , 2 00 6 7 , 7 9 6 , 90 0  69 , 4 7 9 , 80 0  

TOTAL 7 6 , 8 9 3 , 2 00 74 , 3 05 , 5 3 6 8 9 , 9 81 , 5 00 9 4 , 34 0 , 1 00 90 , 2 4 2 , 3 00 103 , 0 67 , 3 00 10 3 , 6 5 3 , 900 

a 
These account s were d ecentralized after 1 9 82 . 

Sour ce : Dep artment of Finance , National Est imat es of Revenue and ��_p��d iture , var ious years . 



extens ion funct ions were to be decentrali zed . This did not happen 
for some years . As Table 1 5 . 2  shows , expend i ture of the four main 
"decent rali z ed" nat ional departments con t inued to rise unt i l  1 983 . 
In that year the fie ld busine s s  development personne l of the 
Comme rce Department were taken over by the province s ,  as were many 
of the funct ions and staff of the Nat ional Heal th Department . The 
Nat ional Educat ion and P rimary Indu s t ry Department s ,  however , have 
cont inued at much the same level . Provinc ial government 
expend i tures on s taff salaries have risen s t ead ily f rom 1 9 7 9  to the 
pre sent . 

Financial Performance and Control 

The Nat ional Government suspended three provincial government s 
during 1 984 on the ground of  financial mismanagement . Mos t  of the 
provincial devel opment corporat ions are in receivership or are 
under inve s t igat ion . Glaring examp les of arbitrary funding 
decis ions can be found in the dis t r ibut ion of secto ral fund s and 
the Nat ional Devel opment Fund . Lack of co-ordination and 
consultat ion with the provinces has led to the fund ing of fixed 
capital costs  for many proj ects  wi thout due regard to operat ing 
and maintenance cos t s . Such proj ect s have been short-l ived but 
while in operation they resulted in a serious drain · on the limited 
resource s available for development . On the o the r hand , three or 
f our of the provincial government s  manage their f inancial affairs 
compe t ent ly , and could wel l  be given more f lexib i l i t y  in capital as 
wel l  as current expendi tures than they now have . 

Mos t  provincial government s have attempted to formulate provincial 
development plans and obj ective s , which ref lect nat ional 
development obj ectives . Recent trend s indi cate that the more 
prosperous provinces are as eager to  d i rect their resources t owards 
policies for growth and employment creat ion as the Nat ional 
Government . This inevi t ably leads to  debates be tween the Nat ional 
and provincial government s over policies for ove rseas borrowing and 
development as s i s t ance , and could result in further conf lict in 
securing capital to f inance growth policies . 

D i s cuss ions with provincial leaders and public servants sugge s t  
that those provincial government s  that prove their abi l i ty to 
manage development programs and to s ervice their debts  should have 
some direct acce s s  to external sources of capital for the i r  
deve lopment p roj ect s .  However ,  such access mus t  b e  nat i onally 
planned and cont rolled if Papua New Guinea is  not t o  run into the 
debt and economic d i f f icul t ies that plague so many developing 
count ries . 

Sound financ ial management also requi re s improved control ove r 
expend i tures not included wi thin authorized budge t s  of the nat ional 
or provincial government s . In order to compete wi th provincial 
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repre sent atives who have more inf luence over provincial 
expendit ures than the Nat ional Membe rs of  Parl iament , the lat ter 
put pressure on mini s ters to provide finance for proj e c t s  in their 
cons t i tuencie s . Special fund s such as the Village Economic 
Development Fund , sectoral fund s for agriculture and t rans port , 
have been diverted from the i r  intended purpose s ,  to the family 
bus ines ses of the pol i t i cians concerned . Several cases of the 
abuse of publ ic fund s have been succe s s fully prosecuted . Ano ther 
problem is  that local proj e c t s  are of ten funded at the reques t  of 
nat ional Membe rs of  Parliament wi thout consult ing the provinci al 
government conce rned , which then has to meet the recurrent co s t s . 
Unplanned expendi tures re sult ing from these prac t i ces dis tort the 
budge ts  of both the Nat ional and provincial government s , and put 
addi t ional st rain on scarce resource s . 

The Public Service 

Close working relat ionships be tween pol i t icians and publ ic servant s 
are needed for e ffective pl anning and implementat ion of public 
programs . Public sector management in Papua New Guinea has had a 
number of s t reng ths in the period s ince Independence . The 
National budget  has carefully cont rol led the allocat ion of 
expend i ture . There have been few il l-conce ived or obviously 
wasteful proj ects in the Nat ional Public Expendi ture Plan . Public 
service appointment s at the nat i onal level have been largely free 
of nepo t ism and inappropriate pol i t i cal inf luence . Economic pol i cy 
has been soundly based on economi c theory and pract ice , and has 
lead to remarkable stability  in a period of world-wide economic 
f luctuat ions . All of these st rengths have , at least in part , been 
dependent on the maint enance of  str ong cent ral ins t i tut ions linking 
national mini s t ers and senior o f f icial s . 

At the same t ime , public sector management has no t been wi thout 
problems that ind i cate some f ragi l i ty in Papua New Guinea' s cent ral 
admini s t rat ive s t ructures . Tight l y  central i z ed manpower and 
financial controls have weakened the planning capaci t ie s  of 
funct ional line department s ,  while Public  Service Commis sion 
inef f iciencies create long delays in s t aff recrui tment at all 
levels . As al ready noted , some departments and provinces adhere 
well to f inancial and planning guidelines , but many others do not .  
Economic stabi l i ty has not been mat ched by the implementation of 
development proj ects  so as to raise the rate of economic growth . 
Mos t  important l y , the ris ing t i de of poli t ical expectations has 
overwhelmed pub l ic service capaci t ies and produced minis t e rial 
frus trat ion wi th t ight ly controlled budge t review procedures . 

The s t rengths o f  publ ic sector management in Papua New Guinea have 
been closely as s ociated wi th ins t i tut ions establi shed af ter the 
Government ' s  success in late 1 9 7 3  in renegot iat ing the cont ract 
wi th Bougainville Copper Limi ted . 
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Dur ing the following year s the sys tem of budget and planning 
controls was elaborated in the Nat ional Public Expenditure Plan and 
all maj or  expend i ture proposals were cleared through the Budge t 
Priorit ies Commi t tee . Thi s was associated wi th s t rict procedures 
for ensuring prior consultat ion on all Cabine t submi s s ions . 
S t art ing in 1 9 7 8 , with the collapse of the Somare-Chan coali t i on , a 
period of relat ive pol i t ical ins tab i l i ty created s t rong pre s sures 
for poli t i cians to  by-pass controls by allocat ing funds for 
pol i t i cal support or pre s t ige . Special funds , such as the Village 
Economi c Development Fund , became increas ingly exempt from the 
Budget Priori t ie s  Commi ttee ' s ins pect ion and were used to purchase 
pol i t i cal suppor t .  Under the Chan coali t i on government of 1 9 80-82 , 
the Deputy Prime Minis ter , Iambakey Okuk , sought to break the 
priorit ies sys tem by removing certain sectoral funds from the 
Nat i onal Publi c  Expendi ture P lan for allocat ion by Members of  
Parliament and by commi t t ing the Government to  maj or proj ects 
without prior consultat i on with the Budget  Priorit ies Commi t tee . 
With the return of the Somare Government in 1 982 , the chief 
archi tects  of the sys t em res t o red s t rict budget cont rol s .  
Mini s ters concerned primarily wi th economi c growth have , however , 
chaf ed agains t the Budget Priori t ie s  Commi t t ee ' s  wat chdog role and 
i t s  emphasis on economic stabi l i ty . 

S ince 1 9 7 8  the re has been an increas ing tendency for some mini s ters 
in central departments t o  act wi thout consultation wi th their 
senior o f f icial s . Thi s has af fected morale in the publi c  service . 

Planning and Management 

Capacity for planning and management has varied widely among 
individual department s .  The Department of Finance has developed 
s t rong tradit ions in thi s regard and has pursued a succes s ful 
program of  localizat ion and t raining . The Nat ional Planning O f f ice 
( now the Department of Planning ) has had serious problems of  
cont inui ty in st af f ing and the Public Service s Commi ss ion has unt il 
recent ly been all owed to s tagnate and become an obs tacle to 
progre s s . Among the line departments only Educat ion has maint ained 
a st rong capacity for innovat ion and has been able to  re spond 
imaginat ively to the challenges o f  provincial government .  

Progress in Localization of the Public Service 

At the t ime of Independence mo s t  senior and middle level pos i t ions 
in the publ ic service were held by expatriates . Expat riates s t i l l  
form a s ignif i cant proport ion , even in the lower ranks of the 
service . In FY 1 9 7 6 , 67 30 expatriates  accounted for 1 3 . 5  per cent of  
the combined nat ional and provincial publ ic service , exclud ing 
staf f s  o f  statutory ins t i tut ions and authorities . As expatriates 
wi th line res pons ibil i t ies were replaced , their numbers dropped to 
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5000 in 1 9 7 8  ( 1 0 per cent of the total ) and to 3000 in 1 9 8 5  ( 5 . 7  
per cent ) ,  an annual average rate o f  decl ine of 6 per cent . Most 
of the decl ine had taken place by 1 983 , and there has been li t t le 
change since then , be cause most  of those remaining have technical 
ski l l s  not yet widely available in Papua New Guinea . 

In the early years almo s t  all expat riates were Aus tralians . More 
recent ly the sources of recrui tment have broadened , mainly to  New 
Zealand and the Uni ted Kingdom. Expat riates normally serve under 
three year contracts and are paid international ly compe t i t ive 
salaries with a gratuity in lieu of  pens ion . There are al so 
"volunteer" expatriates in the public service who are paid much 
less than the contract off i cer s . 

I t  is  claimed by some that the contract sys tem ,  int roduced in 1 9 7 8 , 
has led to a de teriorat ion in t he qual ity of expat riate s , or at 
least in the value of their work , because i t  takes a year or more 
for foreign admini s t rators and special i s t s , unf ami l iar with Papua 
New Guinea cond i t ions , to become fully effect ive . By this t ime they 
have less than two years to serve and mus t  begin to  think about 
their next appointment . A well-thought out induct ion course for 
all new expat riate o f f icers , to  include advi ce and help on s e t t l ing 
in , would make them effect ive more qui ckly . Provi sion is  made in 
most contracts to extend the term subj ect to s at isfactory 
performance . Contract-off i cers who have gained valuable experience · 

could be encouraged to stay longer . 

The cont inuing service and recrui tment of expatriate  o f f i cers while 
Papua New Guinea was building up its own cadre of national public  
servants contras t s  favourabl y  with the pol i cy of many other 
developing count ries which "locali zed" their public service at or 
shortly af ter Independence . But i t  has not been wi thout cos t . The 
salaries and terms of servi ce of the expatriate s , and the pat tern 
they have set for nat ional officers , make heavy demands on the 
budget .  At the same t ime , the to tal emolument s received by 
expat riate off icers compared to their nat ional counterparts  create 
re sentment and lead to pres sure by the lat ter for higher salaries . 
The salary bill for the public  service doe s not fully reflect the 
expected savings f rom the de cl ine in expat riate s .  Increases in the 
numbers and remunerat ion of  nat ionals have off set  a large part of 
the savings . Al though a further decl ine in the number of 
expatriates may occur as more qual if ied nat ional s become available , 
i t  is unlikely that Papua New Guinea' s public servi ce could 
di spense with a maj or proport ion of  expatriate techni cal staff for 
some years to come wi thout loss  of e f f i ciency . 

A re trenchment exercise was carried out in 1 983 . It did not result 
in a s ignificant reduct ion in the numbers of public servant s ,  but 
it  aboli shed many unf illed pos i t ions . The Government consequently 
no longer has to  reserve fund s dur ing the year in case these 
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pos i t ions are f i lled , and has more f lexibi l i ty in allocat ing fund s 
to  important areas , especially those concerned wi th development .  

Proposals for Reform. 

The need for admini s t rat ive reforms and for improved sys tems of 
f inancial management at both the nat ional and provincial levels 
have been recognized in Papua New Guinea for years . In spite of  
seven offi cial commi t tees on admini s t rat ive reform s ince 
Independence much remains to be done . At the reque s t  of the 
Government the World Bank reviewed the public  sector and in 1 983 
presented i t s  recommendat ions for a program of improvement s in 
public sector management . These were accepted by the Government as 
the bas i s  of reforms needed to st reng then planning and the 
management of f inancial and manpower re sources to achieve the 
pol icy obj ective of fas t er economic growth . The reforms emphas ize : 

Improved f i s cal practices and cont rol , more effect ive use 
of re current expend i tures and , in the longe r term ,  the 
f inancing of more product ive inves tment s ;  

The select ive devolut ion of management res pons ibi l i t ies 
from the Department s of  F inance and Planning , and the 
Publ ic Servi ce Commis s ion , to nat ional line and provincial 
department s ,  toge ther with greater accountability of the 
lat ter for the e f f i ciency of  the i r  operat ions ; 

Gre ater clarity of funct ions among the agencies of 
government , and bet t er co-ordinat ion among cent ral , line 
and provincial department s ;  

Improved capacity of the core depar tments  ( F inance , 
P lanning and the Public Service Commi s s ion) to guide , 
support and monitor the act ivit ie s  of the line departments . 

A Program Management Uni t  has recent ly been formed , comprising ten 
senior public servant s headed by a former Secret ary of Finance . 
The Uni t  has begun work on three line department s - Minerals and 
Energy , Primary Indus try , and Land s - and two provinces - East 
S ep ik and North Solomons . Af ter complet ion of this stage , which 
al though scheduled for six months , wi ll probably take longer , the 
Uni t  wi ll shi f t  to the Departments  of Civil Aviation ,  Trans po r t , 
and Works and Supply , together wi th three or four more province s .  
Work i s  also pl anned on t he central depar tment s and agenc ies of 
Finance , Planning , and the Public  Service Commission .  Act ivit ies 
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to be undertaken include , as necessary , the revision of enabl ing 
legi s lat ion and the streaml ining of organi zat ional structures , 
procedures and sys t ems , and s t aff development pat terns . Ne ces s ary 
support for s taff development and training will be ident i f ied . 

A Bill  ent i t led ' Publ ic F inances (Management ) Bill  1 98 5 '  is before 
Parliament ; it  embod ies the principle s  underl ying the reform 
program and brings toge ther pieces of legislat ion affect ing public 
bod ie s .  A companion Bill ent i t led ' Publ i c  Services ( Management ) 
Bill 1 9 8 5 '  is al so bef ore Parliament . The Bill lays out more 
clearly the re spons ibi l i t ie s  of  heads of depar tment s ,  gives them 
more respons ibi l i ty for the recrui tment , training and discipline of 
s taff , and provides for the o f fer of cont rac ts  to highly qualif ied 
nat ional s .  The re is to be an annual report on the management of 
each department , and an annual asses sment of  all o f f i cers . 

General Orde rs for the public service , whi ch have not been used for 
some year s , are to be revi sed and re-is sued . The emphas is  will be 
on a general tight ening up of standards , stre s s  on performance and 
on t he importance of t raining . 

The World Bank seconded an adviser to the Government 
prepare the program of adminis trative reforms . Element s 
program are being cons idered for financing under a Bank 
that would be implemented during the next ten year s . 

to hel p  
o f  the 
proj ect 

The program cons t i tutes the f i r s t  serious attempt at comprehens ive 
ref orm of public admini s t rat ion in Papua New Guinea . I f  i t  is to 
be carried out succe s s fully , it  will require the sus t ained 
commi tment of minis ters and public  servant s over many years . 
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1 6 . FORKIGR AID AND FORKIGN INVESTMENT 

The gloomy outlook for the prices of several of Papua New Guinea' s 
chie f  expor t s  sugges t s  that it wi ll be increas ingly dif ficult to 
raise domestic  resources for development . Every attempt wi ll thus 
need to be made to increase the product ive use of foreign aid and 
to att ract more foreign inves tment . 

Foreign Aid 

Because of the special nature of the relationship between Papua New 
Guinea and Aus tralia , Papua New Guinea has been unique among 
developing countries in rece iving over 9 5  per cent of i t s  aid in 
the form of budget support . Some use has been made of non-budget 
-support aid as well ,  but such as s i s t ance has been much less 
utili zed in Papua New Guinea than in mos t  other countries at 
comparable level s of development . The main argument in favour of  
Papua New Guinea' s making more use of non-budget-support forms of  
foreign as s i s t ance is that thi s would increase the financial and 
human resources that are available f or development . 

Budget Support Assistance 

By mutual agreement between the Aus t ral ian and Papua New Guinea 
Governments , Aus t ralian budget support as s i s t ance to Papua New 
Guinea has decl ined signi f icantly in real terms s ince Independence . 
As suming that this form of a s s i s t ance cont inues to  decl ine in the 
future , steps should be taken to secure and ut i l i ze effect ively 
f oreign as s i s t ance in other forms and f rom other sources . 

Other Forms of Foreign Assistance 

I t  i s  common in Papua New Guinea for any foreign as s i s tance that is 
not in the form of  budget support  to be cal led " t ied aid" . This is 
out of line wi th terminology used in the rest  of the world . In 
acce pted world usage " t ied aid" ( or " procurement-t ied aid " )  is 
as s i s tance in whi ch any goods  and services purchased wi th the aid 
money mus t be procured f rom designated sources , usually the donor 
country but somet ime s a group of count ries such as the European 
Communi t ies . S imilarly , as s i s t ance which is earmarked for 
par t i cul ar pur po s e s  b u t  i s  no t procurement-t ied is called "proj ect 
aid " , " technical assistance" , e t c . depend ing on i t s  nature . This 
clar i f i cat ion is important . "Tied aid" tend s to be used in Papua 
New Guinea as a pej orat ive term .  If the sources of funds for 
development are to be expanded , it  is important that proj ect aid , 
te chnical as s i s t ance and the like , should not have this negat ive 
connotation . 
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One of the main reasons for not making more use of such a s s i s t ance 
in the pas t has been the fear that i t  could lead Aus tralia to 
reduce more .rapidly its budget-support  aid . Di scussions that the 
revi ew team had wi th Aus t ralian government representat ives 
ind i cated that this fear was groundles s .  

A second argument that has been used in Papua New Guinea to oppose 
increased use of  non-budget-support aid is  that the count ry l acks 
the capaci ty to absorb it . There is  a shortage of skil led persons 
able to  ident ify , prepare , and implement aid proj ec ts . Al so , mos t  
forms o f  non-budget-support aid involve local cos t s  both in the 
es tabl i shment and the operat ing phases of proj ect s . In the light of 
the Government ' s  ext reme f i s cal cons t raint s , it  is important that 
these local co sts  be t aken into account when such forms of 
as s i s t ance are evaluated . 

I t  is true that Papua New Guinea has limi ted absorpt ive capacity , 
par t i cularly in terms of human re source s , and t hat the local 
currency co sts  of aid mus t be taken into account in evaluat ing aid 
proj ec t s . This does not mean that Papua New Guinea should not 
increase its use of non-budget-support forms of aid . What i t  does 
mean is that Papua New Guinea should : 

cont inue to ensure that the aid that it reque s t s  and 
receives is for purposes high on the na t ional l i st of  
prior i t ie s ; if this principle is strictly  followed , aid 
can be regarded as meet ing a large part of  the cos t s  that 
the Government would have incurred even wi thout aid ; 

reques t  f rom aid donors those forms of aid that involve 
minimal use of scarce skilled local per sonnel and fund s ; 
and 

cont inue the sound pract i ce of including the present and 
proj ected l ocal cos t s  of aid proj ects  in the normal 
budge t proce s s . ( Papua New Guinea is  more advanced than 
many other developing count ries in this pract ice . )  

Some of the main forms of  non-budget-support aid that Papua New 
Guinea might be able to use product ively are ass i s t ance for 
educat ion and training , staff ing , resear ch support and capital and 
import intens ive proj ect s .  
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Education and Training Assistance 

The single mos t  important cons t raint on Papua New Guinea' s 
development is the shortage of educated and t rained people . 
Throughout the publ ic sector , the short age of such people causes 
policy implementat ion problems . In the private sector , the 
shortage of ent repreneurs , upper and middle level managers and 
ski lled workers reduce s product ivity , rai ses co s t s , and limi t s  the 
range of act ivi t ie s  that can be undertaken . Profess ional s in short 
supply include accountant s ,  eng ineers , agricul tural s pecial i s t s  and 
pe rsons with management training . 

One of the most  important ways in whi ch fore ign as s i s t ance could 
therefore be used to furthe r Papua New Guinea' s long- term 
development is  by send ing a s t eady flow of persons abroad for pos t 
graduate s tud ie s .  Aid i n  t h i s  form helps Papua New Guinea t o  tackle 
the mos t  important cons t raint on i t s  development . At the same time 
it is virtually cos t less  t o  Papua New Guinea and places minimal 
demands on local ski lled persons and local cur rency funding . It is 
parti cularly timely in view of the l ikel ihood that funds for 
tert iary educat ion in Papua New Guinea will have to be severely 
cut . Persons who s tudy abroad not only learn much that is  useful 
in the i r  chosen areas of special izat ion , but are al so exposed to 
d i f ferent point s of view ,  dif ferent sets  of values and different 
ways of doing things . That growing numbe rs of i t s  citizens have 
such exposure is important if Papua New Guinea is to increas ingly 
take part in the world economy . 

Several factors have res t ricted the number of Papua New Guinea 
students sent abroad in the pas t . Firs t , private and public 
employers have been reluctant to release their few trained nat ional 
s taff members for further s tud ies abroad , al though increas ing 
numbers of publi c  se rvants do go abroad for short  courses . Second , 
it has been f eared that public servant s who study abroad may j oin 
the private sector when they re turn to capitalize on their 
training . Third , the stand ard of graduates f rom local educational 
ins t i tut ions has in some cases not been high enough to enable them 
to continue s tud ies at leading ins t i tut ions abroad . 

Solut ions can be found for the se problems . Firs t , given that mos t  
worthwhile post-graduate t raining programs require a minimum of 
three years full time study , and given that employers are 
naturally reluctant to release employees for such a long period of 
time , it makes sense for s tudent s to be sent abroad bef ore they 
have begun the i r  working career s .  Se cond , i t  i s  not unreasonable 
to require that the privileged per sons who s tudy abroad on 
s cholarships should repay the nat ion by agreeing to work for the 
Government for a specified period af ter they return . For example , 
one year ' s  work for each year of s tudy i s  regarded as reasonable in 
many developing countries . If they decide to transfer to the 
private s ector after that t ime , their educat ion and training will 
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s till benefit  the Papua New Guinea economy and socie t y .  Third , as 
will be discussed below , ways can be found of rais ing s t andard s in 
Papua New Guinea educat ional ins t i tutions so that their graduates 
can study at lead ing ins t i tut ions abroad . 

In sum , Papua New Guinea has previously made insuf f icient use o f  
aid to  send s tudent s abroad f o r  po st-graduate s tudies . Papua New 
Guinea' s future res t s  on the ski lls  of i t s  people . There i s  no 
reason why the number of s tudents  that Papua New Guinea send s 
abroad should not be subs tantially increased in coming years . 

Staffing Assistance 

A second form of non-budget-support aid that could use fully be 
expanded in Papua New Guinea is s taf f ing a s s i s t ance . In 
par t i cular , it would be useful if an improved and expanded program 
of secondments were to  be implemented . Aus t ralian government 
bodies such as the Taxat ion Of f ice , Telecom Aus tralia , the 
Commonweal th S cientific  and Indust r ial Re search Organi zation , the 
Aus t ralian Bureau of Statis t ics , and various elect ricity 
authorit ies or their New Zealand or Uni ted Kingdom equivalents 
could be ac tively encouraged to  allow staff to take three year 
secondment s to  Papua New Guinea . Appropriate incent ives would need 
to be devised both for these  bodies and for the ind ividual s 
seconded to  make such a program effect ive . 
might al so be willing to co-operate in 
secondment . 

Other donor count ries 
a program of staff 

A similar scheme of  secondment s should be applied in the higher 
educat ion sector as well . Under such a scheme , Papua New Guinea 
ins t i tut ions of higher educat ion would be closely linked wi th 
ins t itut i ons ( or networks o f  ins t i tut ions ) of higher education in 
Aus t rali a  and other count ries . The employers of graduates in Papua 
New Guinea should be consul ted in the reorganizations that might 
take pl ace to ensure that the ins t i tutions ' programs are relevant 
to user need s .  For example , the Public Service Board might be 
consulted on ways in which the Admini s t rat ive Col lege could be 
upgraded and made more useful . 

S taf f ing as s i s t ance forms of aid might al so be sought in the 
private sector where key specific  skills  are needed . One of the 
mos t  promi s ing po tent ial export indus tr ies in Papua New Guinea is 
the manufacture of  wooden furni ture and other wood proces sing . The 
furni ture-making indust ry i s  pre sently hampered by a shor tage of 
persons trained in cabinet-making and J oinery .  It may be 
worthwhile for the Papua New Guinea Gove rnment to ask a country 
with centuries of trad i t ion in thi s f ield ( The German Federal 
Republic or a Scandinavian country for ins tance ) to  undertake to 
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e s t abli sh and s taff a school for cabinet-making and j o ine ry.  Thi s 
school would need to be set  up in consultation wi th the managers of  
Papua New Guinea's  exi s t ing wood proce s s ing f i rms to  ensure that 
the training was relevant to local need s . 

A rather dif ferent area in whi ch s pecific skills are urgently 
needed is agricul tural extens ion . Aid fund s for staff ing 
as s i s t ance might be used to employ a number of expat riate 
supervisors and trainers of agr i cul tural extension workers . If 
such as s i s tance were to succeed in signi fi cantly improving the 
rural ext ens ion service , i t  i s  hard to imagine a more useful way , 
from the viewpoint of the maj ority of Papua New Guineans , for aid 
moneys to be spent . 

F inally , staff ing as s i s t ance might be sought to he lp to e s t ablish 
and operate a uni t  s pecial i z ed in identifying and prepar ing 
proj ects and proposal s for aid fund ing . Such a uni t , which might 
be located in the Department of National Planning , could he lp to 
remedy the problem that much of  the conces s ional aid of f ered to 
Papua New Guinea is ei ther not taken up because of a lack of 
concre te  proposals on how it should be spent , or if  accepted is 
slow to  be disbursed . 

Research Support 

As was pointed out in detail in the chapters on the rural economy , 
the as s i s t ance of foreign agr icul tural research ins t i tutions could 
usefully be sought to hel p  wi th long-term research on trad i tional 
f ood crops and some t ree crops . It  might also be useful to  enl i s t  
the support of F i l ipino , Korean , o r  Taiwanese exper t s  in 
investigat ing the pos sibil i ty of int roducing rice paddy cul t ivat ion 
in Papua New Guinea . 

Project Aid 

There is cons iderable scope for Papua New Guinea to increase the 
use of aid funds for specific inves tment proj ect s .  Papua New 
Guinea has had some succe s s ful experience wi th such proj ects , 
including important elements of integrated rural development 
s chemes in several les s  developed regions of the country . An 
especially useful form o f  p roj ect as s i s t ance i s  the co-financing of 
a proj ect by an international aid agency , whi ch undertakes proj ect 
app rai sal and supervision in as s o ciat ion with one or more bilateral 
agencies . Once a proj ect ident i f i cat ion and preparation uni t  has 
been e s tabli shed , Papua New Guinea should be able to make much more 
use of proj ect as s i s t ance . Wor thwhile proj ect s that aid agencies 
may be will ing to . fund include improvement of roads , ports and 
water supplie s . 
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Other Govenment Aid 

Forms of government to government aid other than those discussed 
above that might be useful to  Papua New Guinea include : 

Devel opment bank support : the provis ion o f  aid fund s to  
st reng then the lend ing and inves tment capaci ty of  
development banking ins t itutions . 

Joint venture ass i s t ance : the p rovi s ion of aid funds t o  
purchase equity  i n  j oint ventures wi th firms f rom the 
donor country . 

Export  market ing as s i s tance : the provis ion of t raining 
and as s i s t ance in the market ing of export p roducts in the 
donor count ry . 

Support for non-government organi zation act ivi t ies : the 
provision of donor government f inancial support to  small
scale proj ect s that are ident if ied and carr ied out by 
non-government aid agencies . 

An Aid Group for Papua Nev Guinea? 

The pos s ibility of forming an aid group for Papua New Guinea has 
been raised f rom t ime to  t ime . Aid groups , in mos t  cases called 
Consul tat ive Groups , are forums , usually organi zed by the World 
Bank , in which a developing count ry informs interes ted donor 
countries and agencies about i t s  plans , and d i s cusses with them i t s  
need for f inancial and techni cal as s i s t ance . The Bank prepares an 
economi c report on the developing country and report s on economic 
sectors or spe cial i s sues are somet imes added . The preparation of  
the Medium Term Development S t rategies and the ir  consolidation 
later in 1 98 5  into a Medium Term Development P rogram would be an 
appropriate occas ion to recons ider this pos sibi l it y . 

Aid f roa Non-govenment Agencies Supplying Volunteers 

A number of agencies that supply vol unteers to developing countries  
have already provided useful personnel to  Papua New Guinea . In 
future , the hel p  of such agencies might be enl i s ted to at tempt to  
reverse the apparent decline in the s t andards of  Papua New Guinea 
primary educat i on by provid ing teachers who could ret rain , 
supervi se and suppor t  groups of teachers in communi ty schoo ls .  
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Aid for Grass Roots Proj ects 

In add i t ion to making use of exis t ing forms of non-budget-support 
aid , Papua New Guinea may t ry to  des ign aid forms of i t s  own that 
tie in closely wi th local requi rement s .  Many aid donors are 
flexible in accommodating such locally-de s igned s chemes . An 
example of an innovative home-grown gras s roo t s  idea that could 
form the basis  of a worthwhile aid-funded proj ect is the "kina for 
kina" arrangement of the Nor th Solomons Provincial Government . 
Under this scheme , the P rovinc ial Government mat ches kina for kina 
( up to a maximum of Kl 0 , 000 ) moneys rai sed by vil l age communi t ies 
for small proj ects  such as the cons t ruct ion of s chools , aid posts  
and footbridges , improvement s in water supply , the establishment of 
womens ' and youth g roup s , etc . Under such a s cheme , aid agencies 
could be asked to  supp ly the Provincial Government with mat ching 
funds . They might also provide funds t o  employ the small-proj ects  
engineers ( local or expatriate ) who are needed to co-ordinate and 
supervise cons t ruct ion works . 

Kina for kina schemes like these  have several signif icant 
a t t ract ions . First  of all , villagers are encouraged to real ize 
that they have an impor tant role to play in the ir own development : 
they decide which proj ects they want , they raise money for them and 
they work on them . Thi s provides a useful ant idote to the commonly 
held view that development is the respons ibil i ty of the Government 
and is out of vi llagers ' cont rol . Second , the scheme causes an 
increase to be made in the fund s that are available for small , 
valuable rural development proj ects  because vi llagers tax 
themselves and these funds are then mat ched f rom out side . Third , 
and by no means least  important from a pol i t i cal point of view , to 
j udge from the North Solomons experience such s chemes appear to  be 
ext remely popular among villagers . 

Conclusion 

Representat ives of government and mult i late ral aid agencies in Port 
More sby typically say that they have been unable to d isburse all of 
the grants and conces s ional loans that they of fer because the Papua 
New Guinea Government has not put forward enough concrete proposals 
for the use of the funds . It  is unders tandable that in the pas t 
the Government has had other prior i t ie s .  Now , however , in an era 
of great f inancial s t ringency , it  may be worth looking again at 
ways of maximi z ing the bene f i t s  that can be obtained from the 
f inancial , technical , and other forms of as s i s t ance that are 
available . 

Foreign Investment 

If Papua New Guinea 
economi c growth and 

is to  increase signi f icant ly 
employment creat ion , a large 
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fore ign inve stment will be needed . This is  t rue in minerals and 
pet roleum , the regenerat ion of agricultural es tates , the proce s s ing 
of agr i cul tural goods , f i sher ie s , and t imber product ion and 
proce s s ing . 

The main contr ibution of fore ign inves tment in an e conomy such as 
Papua New Guinea' s lies in the inve s t ing f i rm' s ' package ' : 
capi tal , management , technology , product des ign and of ten market 
access abroad . Looked at f rom the macro-economi c point of view , 
foreign investment cont r ibut es to gro s s  dome s t i c  inves tment , the 
creat ion of employment ,  the training of labour , government revenue , 
and the net earning or saving of foreign exchange . 

The main complaint heard f rom foreign inves tors in Papua New Guinea 
is that a long and tor tuous proce s s  is required to nego t iate an 
agreement wi th the Papua New Guinea government on any speci f i c 
foreign inve stment proposal . The bureaucracy may not be 
del iberately obs t ruct ive , but it is  inde cisive and slow to  respond . 
Companies that are already e s t abli shed in Papua New Guinea can 
overcome the se delays by regularly following up unrespons ive 
agencies . However , it is both expens ive and d i f f icul t for new 
inves tors to obtain the nece ssary approvals t o  e s t ablish a proj e ct . 
That thi s is  so may be seen in the e s t ate  sector of agriculture 
where exis t ing companies are re-inve s t ing in the t ree crop export 
indus t ries whereas Papua New Guinea has had lit t le recent succes s  
i n  attracting new inve s t ors to these same indus trie s . 

The Nat ional Inves tment and Development Authority was ini t ially 
conce ived to  s olve this problem .  I t  was seen as a one-st op-shop 
where investo rs would be able to nego tiate an agreement and obtain 
all the nece s s ary clearances qui ckly and wi th a minimum of 
bureaucrat ic  red tape . In pract ice , othe r  agencies have maintained 
control over their areas of  re s pons ibil i ty so that the Authority 
has added to the bureaucrat ic  procedures involved in inves t ing in 
Papua New Guinea . Thus , inve stors  s t ill have t o  nego t iate with a 
number of agencies to obt ain approval for per sonne l and training 
s chedules , immi grat ion of f ore ign staf f , acce s s  to  land , and the 
like . 

A fur ther problem is  that the Nat ional Inves tment and Development 
Authority has two conf l i c t ing sets  of  obj ectives : t o  s t imulate 
fore ign inves tment and to  regulate it . On the regulat i on s ide , the 
Authority carries out detai led negot iations wi th f ore ign inve s t ors 
wi th regard to local equi ty  par t icipat ion , local employment , 
t raining , utilization of local inputs  and environmental impac t .  
Thi s may have been a reasonable agenda when the Eight Aims were the 
basi s  of  the Government ' s  development pol icy ;  however , i f  growth 
and employment are now to be the cent ral aims , mos t  of these items 
should be dropped . As noted earlier , fore ign inves t ors have s t rong 
economic reas ons for want ing to  t rain and employ locals ins tead of  

2 0 6  



hiring expens ive expatriates and for us ing more easily avai lable 
local material s rather than impo rt s . If a foreign firm chooses not 
to use local personnel or local material s ,  there are frequent ly 
good reasons for doing so . Any at tempt to force the foreign 
inve s tor into par t i cular actions , for example by not permi t t ing 
certain j obs to  be f i l led by expatriates or not permit t ing 1 00 per 
cent foreign owned inves tment s ,  may lead to  the count ry' s los ing an 
inves tment and the bene f i t s  that i t  could bring . It is  every 
count ry' s  right to decide the terms on whi ch i t  wants fore ign 
inves tment . Some areas can be reserved for nat ional s but , the more 
re s trict ive the terms with whi ch a count ry face s foreign inves tors , 
the more likely are they to go e l sewhe re . 

Unlike many other developing count ries , Papua New Guinea has no t 
fal len into the trap of offering exces s ive f i s cal and other 
incent ives to f o reign inve s t or s . Thi s policy should be maintained . 
Apart from a reduction in real wages , what is  needed now if  foreign 
inves tment is to be encouraged i s  for  some way to  be found through 
the bureaucrat i c  tangle . Whatever agency takes on this all
important j ob ,  two things need to be clear . F i r s t , the aims of the 
agency should be to promote fore ign inves tment rather than to 
regulate i t .  Combi ning the two s e t s  o f  contradictory aims i n  a 
single agency has not worked in the pas t and is  not likel y  to work 
in the future . Second , the agency needs to be given more power 
than the National Inves tment and Devel opment Authority has had to 
date s o  that i t  can cut through the mas s  of  bureaucratic red tape 
on the investor ' s  behal f .  In essence , what is needed is  a poli cy 
whi ch announce s a wel come to f oreign inves tors and then implement s 
that welcome exped i t iously . 
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APPDDIX A 

PERSONS CONSULTED 

During the course of the review , members of the team had 
d i s cussions with a number of individuals and representat ives of 
provincial , nat ional , international and pr ivate sector 
organi zat ions . The f ollowing i s  a list of  persons consul ted in 
Papua New Guinea and in Canberra and Melbourne . 

Papua New Guinea 

Ai , Mr Kila , Department of Nat ional Planning , Port Moresby . 

All an , Mr Rory , Department of F inance , Port Moresby . 

Beamish , Mr Kevin , Manager ,  Imperial Chemical Industrie s , Papua 
New Guinea P ty Ltd , Lae . 

Beangke , Mr Noreo , Secret ary , Department of Finance , Port Moresby . 

Bell , Mr Simon , Department of F inance , Port Moresby . 

Boehm , Mr Mat thew , Manager ,  Kumul Co f fee Ltd , Mt Hagen . 

Brogan , Mr Brian ,  Director , Ins t i tute of Nat ional Af fairs , 
Port Moresby .  

Carrad , Mr Bruce , Department o f  Primary Indus t ry , Port Moresby . 

Chan , S ir Julius , Leader , People ' s P rogres s  Party , Port Moresby . 

Cochrane , Mr Glynn , World Bank Secondee to the Publ i c  Services 
Commi ss ion , Port Moresby . 

Collins , H .  E .  Arthur , U .K .  High Commis s i oner , Port Moresby . 

Coulter , Mr Hugh , Economi s t , Cocoa Indus t ry Board of Papua New 
Guinea , Rabaul . 

Cro f t , Mr W . , First  Ass i s t ant Secre t ary , Department of Transport , 
Papua New Guinea , Port More sby . 

Crui ckshank , Mr John , Pres ident , Nat ional Chamber of Commerce , Lae . 
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Culverhouse , Mr David , Depar tment of Indus t r ial Development ,  Port 
Moresby . 

Denahy , Mr Jeff , Aust ralian High Commis s ion , Port Moresby . 

Dihm , Mr Bill , Deputy Secret ary , Department of Foreign Af fairs and 
Trade , Port Moresby . 

Director , Coconut Products  Ltd , Rabaul . 

Dobunaba , Ms Fel icia , Department of Nat ional Planning , Port 
Moresby . 

Farapo , Hon . Tony , Mini s ter for Provincial Af fair s , Port Mores by . 

F i t zer , Mr De s , Act ing Secretary , Department of Provincial Af fairs , 
Port More sby . 

Gold smi th , Mr R . , Delegate , European Communi t ie s , Port Mores by .  

Gold s tein , Mr Henry , Bank of Papua New Guinea , Port Moresby . 

Gre sham , Mr Gordon , Exe cut ive Director , Fore s t  Indus tries Council , 
Port Mores by . 

Hekwa , Mr Leva , Bank of Papua New Guinea , Port Mores by .  

Holloway , Hon . Sir Barry , Minis ter for Nat ional Planning , 
Port Moresby . 

Hulo , Mr Lar ry , Act ing B ranch Head , Development As s i s t ance Area , 
Department of Foreign Af fai rs and Trade , Port Moresby . 

Kanawi , Mr Wep , Secre tary , Department of Indus t rial Development , 
Port More sby . 

Koppel , Mr Bruce , Consultant to Department of Nat ional Planning , 
Port More sby . 

Lich twark , Mr Philip , Nat ional S tati s t i cal Off i ce , Port Moresby . 

Mccann , Mr Bill , Department of Mine rals and Ene rgy , Port Moresby . 

McConachie ,  Mr David , Director , Wes t pac Bank ( PNG ) Ltd , Port 
Moresby . 

McLel lan , Mr Bill , Managing Direct o r , Steamships Trad ing Company 
Ltd , Port More sby . 

McLe llan , Mr David , Managing Director , Burns Phi l p  ( PNG ) Ltd , Port 
Moresby . 
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McVini sh , Mr John , Manager , Titan New Guinea Ltd , Lae . 

Maki s ,  Mr Ephraim , Director , Ins ti tute of Appl ied Social and 
Economic Research , Port More sby . 

Mamalai , Mr Os car , Secretary , Department of Fore s t ry , Port Moresby . 

Mamugoba , Mr Gabriel , Agricultural Extens ion Off icer , Poponde t t a , 
Oro P rovince . 

Manage r and techni cians , Pawanda Mini Hydro Plant , Wes tern and 
Southern Highlands . 

Manager ,  Tavilo cocoa plant ation , nur sery , and research s tat ion , 
Cocoa Indus try Board of Papua New Guinea , Eas t New Britain . 

Manager , Timberl ine P roduct s  Furni ture Manufacturing Co . ,  Mt Hagen . 
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Tab le Al E s t imat e s  of Exrend i ture on t he Gross Dome s t i c  Produc t .  Curre n t  Purchasers ' Va lue s , FY 1 9 7 6 - 1 984 (K mi l l i on) 

YL��rr�---�--� �-----�-----------�------�--YL�_De£�mber ______________ �----� 

FY1 97 6  IT1 92.'.? �21 �� 1 9 7 9  1 98 0  1 98 1  1 982 �� p !J!� P 

Government final c�nsumpt i on 367 . 2  345 . 4  337 . 7  353 . 3  37 1 .  4 4 1 1 . 2  45 4 . 4  468 . 1  483 . 7  5 1 6 . 3  

P r i vate fi na l consumpt i on 4 1 5 . 7  45 4 . 2  508 . 3  578 . 9  666 . 9  7 9 1 . 9  8 2 1 . 2 8 20 . 1  9 25 . 2  1028 . 5  

F i xed cap i tal  format i on 1 6 1 . 4 2 2 5 . 1 236 . 8  265 . 9  323 . 5  3 9 1 . 3  4 3 7 . 8  58 1 . 6  6 2 2 . 8  656 . 4  

Change in s t o cks 2 9 . 9  34 . 0  4 1 . 2 27 . 8  57 . 1  36 . 4  8 . 6  - 1 4 . 4  - 2 2 . 1  3 . 0  

Exports of goods and servi ces 4 00 . 4  542 . 9  584 . 0  579 . 1  7 4 2 . 5  7 37 . 6  6 4 2 . 9  644 . 3  7 7 2 . 4  9 1 9 . 7  

I moo rts  of goods a nd se rvices  -470 . 9  -528 . 8  -600 . 8  -627 . 5  -744 . 3  - 9 1 0 . 8  -987 . 6  - 1 058 . 2  - 1 1 35 . 1 - 1 230 . 6  

Sta t i s t i cal  di screpancy - 1 3 . 0  - 6 . 3  4 . 0  23 . 5  - 1 1 . 0  - 1 1 . 8 33 . 4  2 2 . 7  -3 . 1  

MARKET GDP 890 . 7  1 066 . 5  1 1 1 1 . 2  1 2 0 1 . 0  1 406 . 1  1 4 4 5 . 8  1 4 10 . 7 1 464 . 2  1 643 . 8  1893 . 3  

Non- market GDP 1 7 7 . 7  1 84 . 8  1 8 7 . 3  2 1 2 . 3  2 26 . 4  262 . 3  2 86 . 2  300 . 5  3 2 3 . 4  346 . 0  

GROSS DOMEST IC  PRODUCT 1 068 . 4  1 2 5 1 . 3 1 298 . 5  1 4 1 3 . 3  1 63 2 . 5  1 7 08 . 1  1 696 . 9  1 7 64 . 7  1 967 . 2  2 2 3 9 . 3  

Source s : �at i ona l Sta t i s t i c a l  Off i c e  �!i onal _Ac counts Sta t i s!i� ( var i ous i ssues ) to 1 9 83 . 
Est i mate s  f o r  1 984 f rom Nat i ona l P l annin� Of f i c e  ��!i orral _�ub l i£���nd i ture P l �rr_1 98�.::l�§.§ .  

Tab l e  A 2  Pe rcent age S ha r e s  o f  E xp end i tur e on t h e  G r o s s  Dome s t i c P rod u c t ,  FY l 9 7 6- 1 9 84 

YL�_.:I�rr�-------�� �---------------------------�-YL�-�����Q�r----------------------� 

�.!�� IT!�2.'.? 1 97 7  �� 1 9 7 9  1 980 1 9 8 1  1 98 2  �� p !J!� P 

Gove rnment fina l consumpt i on 34 . 4 2 7 . 6  26 . 0  25 . 0  2 2 . 8  24 . 1  26 . 8  26 . 5  24 . 6  23 . 1  

P r i vate f inal  consumpt i on 38 . 9  36 . 3  39 . 1  4 1 . 0 40 . 8  46 . 4  4 8 . 4  46 . 5  4 7 . 0  45 . 9  

� i xed capi tal forma t i on :!. 5 . 1  1 8 . 0  1 8 . 2  1 8 . 8  1 9 . 8  2 2 . 9  2 5 . 8  33 . 0  3 1 . 7  2 9 . 3  

Chan�e i n  stocks 2 . 8  2 . 7  3 . 2  2 . 0  3 . 5  2 . 1  0 . 5  - 0 . 8  - 1 . 1 0 . 1  

Exports of goods and serv i ce s  37 . 5  43 . 4  4 5 . 0  4 1 . 0  4 5 . 5  4 3 . 2  37 . 9  36 . 5  39 . 3  4 1 . 1  

I moorts  of goods and serv i c es - 44 . 1  -42 . 3  -46 . 3  -44 . 4  - 4 5 . 6  -53 . 3  -58 . 2  -60 . 0  -57 . 7  -55 . 0  

Sta t i s t i c a l  di scre pancy -- 1 . 2 -0 . 5  0 . 3  1 .  7 -0 . 7  -0 . 7  2 . 0 1 .  3 -0 . 2  

Non- market CDP 1 6 . 6  1 4 . 8  1 4 . 4  1 5 . 0  1 3 . 9  1 5 . 3  1 6 . 9  1 7 . 0  1 6 . 4  1 5 . 5  

GRO S S  DOME STIC PRODUCT 1 0 0 . 0 1 00 . 0  1 00 . 0  1 00 . 0  1 00 . 0  10 0 . 0  1 00 . 0  1 00 . 0  1 00 . 0  1 00 . 0  

S o u r c e : Tab le A l . 
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Table A3 Est imates of Nat ional Income and Nat ional D i sro sable Income , Current Val ue s , FY1 9 7 6- 1 9 84 ( K  mi l l ion)  

Y / E  :!!!!!L_ ___ �--��---���---------Y / E  Dec emQ�r _____________________ 

FY1 97 6  IT.!�TI 1 977 �1§ 1 97 9  1 98 0  1 9 8 1  1 9 8 2  �� p !j!� P 

Compensat i on of emp l oyees 505 . 8  5 3 1 . 8  5 1 8 . 0  552 . 0  594 . 7  6 7 6  . 1  7 4 7 . 7  7 6 3 . 4  7 9 2 . 9  84 3 . 2  
Ope rat ing s u r p l u s  ( marke t ) 2 4 9 . 3  380 . 9  4 28 . 8  4 6 2 . 4  605 . 8  534 . 8  4 1 0 . 9  4 1 6 . 4 5 3 9 . 0  6 8 1 . 1  

Ope rat i ng s urplus ( non-market ) 1 7 7 . 7  1 84 . 8  1 87 . 3  2 1 2 . 3  2 2 6 . 4  2 6 2 . 3  2 86 . 2  3 0 0 . 5  3 2 3 . 4  3 4 6 . 0  

DOMEST I C  FACTOR I NCOMES 9 3 2 . 8  1 0 9 7 . 5  1 1 34 . 1  1 2 2 6 . 7  1 4 2 6 . 9  1 4 7 3 . 2  1 4 4 4 . 8  1 48 0 . 3  1 6 55 . 3  1 8 7 0 . 3  

Net f actor income f rom abroad - 38 . 9  - 38 . 0  - 26 . 7  - 1 9 . 4  - 39 . 6  - 58 . 7  - 5 8 . 7  - 6 9 . 3  - 85 . 1  - 1 0 0 . 3  
Ind i rect taxes 6 0 . 4  7 4 . 6  83 . 2  87 . 6  1 0 2 . 2  1 1 4 . 6  1 1 9 . 2  1 38 . 5  1 5 3 . 4  1 7 5 . 5  

l e s s  subs i di e s  - 2 . 5  - 3 . 4  -3 . 5  - 4 . 7  - 3 . 9  -4 . 6  -4 . 6  - 4 . 1  - 4 . 1  -4 . 1  
NAT I ONAL I NCOME AT MARKET PR I CE S  9 5 1 . 8  1 1 30 . 7  1 1 87 .  1 1 29 0 . 2  1485 . 6  1 5 2 4 . 5  1 50 0 . 7  1 54 5 . 4  1 7 1 9 . 5  1 94 1 . 4  

Other current net trans fers f rom abroad 1 64 . 0  1 53 . 5  1 42 . 0  1 37 . 4  1 24 . 2  1 30 . 7  1 57 . 5  1 7 5 . 5  2 0 7 . 0  2 2 3 . 7  

NAT I ONAL D I SPOSABLE I NCOME 1 1 1 5 .  8 1 28 4 . 2  1 32 9 . 1  1 42 7 . 6  1 60 9 . 8  1 65 5 . 2  1 6 5 8 . 2  1 7 2 0 . 9  1 9 2 6 . 5  2 1 65 . 1  

Source s : Na t i onal S ta t i s t i c a J  Of f i c e Nat i ona l Accounts Stat i s t i c s  ( va r i ous i s sues ) to 1 9 8 3 .  
E s t imates f o r  1 984 based o n  Nat i onal P l anning O f f i c e ' s  econom i c  pro j ec t i on mode l . 

Table A4 Percentage Shares in Na t i onal Di sposable Inc ome , FY 1 9 7 6- 1 984 

Y / E  June _________________________ y£g_Q�£��ber __________________ _ 

Compensa t i o n  of emp l oyees 
Operat ing surp lus ( marke t ) 
Operat i ng surplus ( non-marke t )  
Net factor income from abroad 
I nd i rect t axes less subs id ies 
Other curre n t  ne t transfers f r om abroad 
NATIONAL DI SPOSABLE INCOME 

Sou rc e :  Tab l e  A3 . 

IT!!!1!> 

4 5 . 3  
2 2 . 3  
1 5 . 9  

- 3 . 5  

5 . 2  

1 4 . 7  

1 0 0 . 0  

FY 1 9TI 

4 1 . 4 

2 9 . 7  
1 4 . 4  

- 3 . 0  

5 . 5  

1 2 . 0  

1 0 0 . 0 

�TI 

39 . 0  

32 . 2  

1 4 . 1  
- 2 . 0  

6 . 0  

1 0 . 7  

10 0 . 0  

�� �TI 

3 8 . 7  3 6 . 9  

3 2 . 4  37 . 6  

1 4 . 9  1 4 . 1  
- 1 . 4 - 2 . 5  

5 . 8  6 . 1  

9 . 6  7 . 7  

1 0 0 . 0 1 00 . 0 

�.fill �fil 1 98 2  ��p 1 9!!1 P 

40 . 8  4 5 . 1  44 . 4  4 1 . 2 3 8 . 9  

3 2 . 3  2 4 . 8  2 4 . 2  2 8 . 0  3 1 . 5 

1 5 . 8  1 7 . 3  1 7 . 4  1 6 . 8  1 6 . 0  

- 3 . 5  - 3 . 5  - 4 . 0  -4 . 4  - 4 . 6  

6 . 6  6 . 9  7 . 8 7 . 7 7 . 9 

7 . 9  9 . 5  1 0 . 2  1 0 . 7  1 0 . 3 

1 0 0 .  0 1 00 . 0  1 00 . 0 1 0 0 . 0  1 0 0 . 0 
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Table AS Inves tment  and Savings , Curren t Va lue s , FY 1 9 7 6 - 1 9 8 4  (K mi l l i on )  

Gross f ixed c ap i tal f orma t i on 

Change i n  s tocks 

GROSS DOMEST I C  I NVESTMENT (1 )  

I mports o f  goods and serv i c es ( M )  

Exports o f  goods and s e rv i c e s  ( X )  

RESOURCE GAP ( M-X ) 

GROSS DOMEST I C  SAV I NGS ( DS= I - ( M-X ) )  

Net factor i nc ome f r om a broad ( F I )  

N e t  cu r rent t rans f e r s  from a broad ( CT)  

GROSS NAT I ONAL SAV I NGS 
(NS  = DS + FI + CT) 

Imp l i c i t  f inan c in g  gap  (NS-I ) 

As p e r  c e n t  of GDP : 

G r o s s d omest i c  i nves tment ( 1 )  

Gross d ome s t i c  sav i ngs ( OS )  

Gross na t i ona l savin�s ( NS )  

Y/ E��g��-�--� 

IT!!!� IT!!!!.! 

1 6 1 . 4  2 25 . 1  

2 9 . 9  34 . 0  

1 9 1 . 3  2 59 . 1  

4 7 0 . 9  5 2 8 . 8  

4 0 0 . 4  5 4 2 . 9  

7 0 . 5  - 1 4 . 1  

1 20 . 8  2 7 3 . 2  

-38 . 9  - 38 . 0  

1 64 . 0  1 53 . 5  

245 . 9  3 8 8 . 7  

54 . 6  1 2 9 . 6  

1 7 . 9  2 0 . 7  

1 1 . 3  2 1 . 8 

2 3 . 0  3 1 . 1  

��---���--���--�-------Y/ �_Qec emb�-�-��-���--�-

�TI �� �� 1 98 0  1 98 1  1 98 2  ��p 1 984p 

2 3 6 . 8  2 65 . 9  3 2 3 . 5  3 9 1 . 3  437 . 8  5 8 1 . 6  6 2 2 . 8  6 5 6 . 4  

4 1 . 2 2 7 . 8  57 . 1  36 . 4  8 . 6  - 1 4 . 4  - 22 . l  3 . 0  

2 7 8 . 0  2 93 . 7  380 . 6  4 2 7 . 7  4 4 6 . 4  567 . 2  6 00 . 7  659 . 4  

6 00 . 8  6 2 7 . 5  7 4 4 . 3  9 10 . 8  987 . 6  1 0 58 . 2  1 1 35 . 1  1 2 30 . 6  

584 . 0  579 . 1  7 4 2 . 5  7 37 . 6 6 4 2 . 9  644 . 3  7 7 2  . 4  9 1 9 . 7  

1 6 . 8  48 . 4  1 . 8 1 7 3 . 2  344 . 7  4 1 3 . 9  362 . 7  3 1 0 . 9  

2 6 1 . 2 2 4 5 . 3  3 7 8 . 8  2 54 . 5  1 0 1 . 7  1 53 . 3  2 38 . 0  348 . 5  

- 2 6 . 7  - 1 9 . 4  -39 . 6  - 58 . 7  - 58 . 7  - 6 9 . 3  - 85 . 1  - 1 0 0 . 3  

1 4 2 . 0  1 37 . 4 1 24 . 2  1 30 . 7  1 5 7 . 5  1 7 5 . 5  2 07 . 0  2 2 3 . 7  

3 7 6 . 5  363 . 3  4 6 3 . 4  3 2 6 . 5  2 0 0 . 5  2 59 . 5  3 59 . 9  4 7 1 . 9  

98 . 5  69 . 6  8 2 . 8  - 1 0 1 . 2  - 2 4 5 . 9  - 3 0 7 . 7  - 2 4 0 . 8  - 1 8 7 . 5  

2 1 . 4 2 0 . 8  2 3 . 3  2 5 . 0  2 6 . 3  3 2 . 1  3 0 . 5  29 . 4  

2 0 . 1  1 7 . 4  2 3 . 2  14 . 9  6 . 0  8 . 7  1 2 . 1  1 5 . 6  

2 9 . 0  25 . 7  2 8 . 4  1 9 . 1  1 1 . 9 1 4 . 7  1 8 . 3  2 1 . 1  

Sourc e s : Na t iona l S t a t i s t i c a l  O f f ice Na t i ona l Accoun t s  Sta t is t i c s  ( v a r i ous i s sue s)  to 1 9 8 3 .  E s t ima tes f or 1 9 8 4  b a sed on 
Na t ional P l anning O f f i c e  Na t i onal  Pub l ic E xpend i t ure P lan 1 9 8 5 - 1 9 8 8 and a l so Na tio nal P lanning Of f i c e ' s  ec onomic 
pr oj ec tion mode l . 



Table A6 E s t ima tes  of Expend i ture on t he Gross Dome s t i c  Produc t ,  Con s ta n t  Pur c hasers ' Value s  of 1 9 7 7 , FY 1 9 7 6-19 84 (K mi llion)  

Y.L�-l�rr�-------- _____________________________ :Yf.LQ�£�!!!!!�L _________________ 

IT1�2!> ITl�TI �71 !i!� !i!� !_i!!!Q !i!� !i!� !_i!� p �� p 

Gove rnment f in a l consum p t i on 403 . 3  347 . 2  337 . 7  343 . 4  349 . 6  337 . 8  324 . 8  3 1 3 . 7  308 . 2  308 . 6  
P r i vate f inal consump t i on 445 . 0  465 . 1  508 . 3  542 . 7  580 . 9  6 1 7 . 3  597 . 0  569 . 5  605 . 1  605 . 7  
F ixed capi tal  forma t i on 205 . 5  232 . 5  236 . 8  257 . 9  298 . 5  337 . 0  338 . 0  404 . 2  408 . 6  403 . 7  
Change in s tocks 33 . 8  35 . 2  4 1 . 2 27 . 8  52 . 6  2 9 . 2  6 . 1  - 1 0 . 4  - 1 4 . 6  2 . 0  
Export s of  goods and s e r v i ces 653 . 7  6 26 . 1  584 . 0  639 . 1 637 . 4  635 . 3  669 . 6  670 . 5  683 . 7  7 1 9 . 6  
I mports o f  goods and s e r v i c e s  -498 . 7  -543 . 6  -600 . 8  -6 1 3 . 3  -660 . 6  -723 . 5  -724 . 7  -732 . 1  -744 . 1  -733 . 4  
Sta t i s t ic a l  d i sc repancy - 1 1 .  7 -6 . 9  4 . 0  23 . 8  -9 . 2  - 1 0 . 0  29 . 6  1 9 . 0  - 2 . 3  
MARKET GDP 1 2 30 . 9  1 1 55 . 6  1 1 1 1 . 2  1 2 2 1 . 4  1 249 . 2  1 2 23 . l  1 240 . 4  1 234 . 4  1 244 . 6  1 306 . 2  
Non-market GDP 2 00 . 2  1 93 . 4  1 87 . 3  1 88 . 3  1 86 . 0  1 7 9 . 2  1 82 . 4  1 85 . 8  1 89 . 3  1 92 . 0  
GROSS DOMEST I C  PRODUCT 1 4 3 1 . 1  1 349 . 0  1 298 . 5  1 4 09 . 7  1 435 . 2  1402 . 3  1 4 2 2 . 8  14 20 . 2  1433 . 9  1 4 98 . 2  

S o u r c P. s : Na t i onal Stat i s t i c a l  Of f i ce  �!iQrr�l-�££OUn!�-�!�!i�!i� ( var i ou s  i s sues ) to 1 983.  
N E s t i mates for  1 984 f rom Nat i ona l P l anning Of f i ce  Nat!Qnal��!!li£_��2�rrgi!�r�-�l�rr_1��Q=1��-
N 
� 

Tab l e A7 Index of Expendi ture on the Gross Dome s t i c  Produc t ,  Con stant Pur cha s e r s ' Values , FY 1 9 7 6 -1984 ( 1 97 7 = 1 00 )  

Government f i n a l  consumot i on · 
P r i va te fina l con sump t i on 
F i xed cap i ta l  forma t i on 
Change i n  stocks 
Expo r t s  of  g�ods and serv i c e s  
I mports  of  goods a n d  serv i c e s  
�ARKET GDP 
Non-marke t GDP 
TOTAL GROSS DOMEST I C  PRODUCT 

Source : Tab l e  A6 . 

Y.LLl�rr�--------

FY1 97 6  FY1 977  

1 1 9 . 4  1 02 . 8  
87 . 5  9 1 . 5  
86 . 8  98 . 2  
8 2 . 0  85 . 4  

1 1 1 . 9 1 07 . 2  
83 . 0  90 . 5  

1 1 0 . 8  1 04 . 0  
1 06 . 9  1 03 . 2  
1 1 0 .  2 1 03 . 9  

________________________ ________ Yl�--Q�£�!!!!!er  ____________________ � 

1977 1 978 1 979 1 980 1 98 1  1 982  �� p 1J:!§.1 p 

1 00 . 0  1 0 1 . 7  103 . 5  1 00 . 0  96 . 2  92 . 9  9 1 . 3  9 1 . 4  
1 00 . 0  106 . 8  1 1 4 .  3 1 2 1 . 4 1 1 7 . 5  1 1 2 . 0  1 1 9 . 0  1 1 9 . 2 
1 00 . 0  1 08 . 9  1 26 . 1  1 4 2 . 3  1 4 2 . 7  1 7 0 . 7  1 7 2 . 6  1 7 0 . 5  
1 00 . 0  67 . 5  1 27 . 7  7 0 . 8  1 4 . 8  -25 . 2  -35 . 4  4 . 9  
1 00 . 0  1 09 . 4  1 09 . l  1 08 . 8  1 1 4 . 6  1 1 4 . 8  1 1 7 . 1  1 2 3 . 2  
1 00 . 0  1 0 2 . l  1 1 0 . 0  1 20 . 4  1 20 . 6  1 2 1 . 9 1 23 . 9  1 2 2 . 1  
1 00 . 0  1 09 . 9  1 1 2 . 4  1 1 0 . l  1 1 1 . 6  1 1 1 . l 1 1 2 . 0  1 1 "7 . 5 
1 00 . 0  1 00 . 5  99 . 3  95 . 7  97 . 4  99 . 2  1 0 1 . 1  1 0 2 . 5  
1 00 . 0  1 08 . 6  1 1 0 . 5  1 08 . 0  1 09 . 6  1 09 . 4  1 1 0 . 4  1 1 5 . 4 



N 
N 
V1 

Tab le A8 Terms o f  Trade Adj us tment  to Re f le c t  Rea l  Purc hasing Powe r o f  the  G ro s s  DPme s t i c  P r od uc t .  FY J 9 7 6 - 1 9 8 4  ( impl i c i t  p r i ce 
index n�mbers ,  1 9 7 7  = 100) 

Yl.LJ.!!!l�------ �-�--�------�· �--------------Yl�Qece�Q�r-------------�-�---

Imp o r t  price  ind e x  ( MP I )
a 

Exp o r t  p r ice index ( XP I )
a 

Terms of trade index ( XP HMP I ) 

Terms of trade factor 
b 

Va lue o f  exp o r t s  in c urrent  p r ic e s  
( K  mi l l ion )  

Terms of trade ad j u s tment ( K  m i l l i on ) 

Market GDP in 1977 p r i ce s  af ter 
terms o f  trade ad j u s tment (K  mi l l i on ) 

a
Goo d s  and serv ice s .  

b
Terms o f  trade fac tor  i s  g iv en by TTF 

D:.!.�� 

. 9442  

. 6 1 2 5  

. 6487 

- . 5735 

400 . 4  

-229 . 6  

1 0 0 1 . 3 

( 1 - 1 ) .  
(MPI XPI 

IT.!.�TI 1 977 

. 97 2 8  1 . 0000 

. 867 1 1 . 0000 

. 89 1 3  1 . 0000 

- . 1 253 0 . 0000 

542 . 9  584 . 0  

-68 . 0  0 . 0  

1 087 . 6  1 1 1 1 . 2 

1 978  !1� !j!!!Q 1 98 1  !1� 

1 . 02 3 1  1 . 1 267 1 . 2589 1 . 3628  1 .  4454  

. 9061  1 . 1 649  1 . 1 6 1 0  . 9601  . 9609 

. 8856 1 . 0339 . 92 2 2  . 7 045 . 6648 

- . 1 262 + . 0291  - . 0670 - . 3078 - . 3488 

579 . 1  742 . 5  737 . 6  6 4 2 . 9  644 . 3  

-73 . 1  "'- 2 1 . 6 -49 . 4  - 1 97 . 9  - 2 2 4 . 7  

1 148 . 3  1 270 . 8  1 1 7 3 . 7  1042 . 5  1 009 . 7  

When this fac tor i s  mul t i p l ied  b y  the value o f  e xp o r t s  in current pr ice s the r es u lt  i s  the " te rms o f  trade adj us tmen t "  
wh i c h  is  a me asure o f  t h e  real ga in (+) or l o s s  ( -) in purchasing p ower o f  GDP in  cons tant 1 9 7 7  p r ice s . ( Th i s  

!j!� P 

1 . 5255 

1 . 1 297 

. 7 405 

- . 2 297 

7 7 2 . 4  

- 1 7 7 . 4  

1 067 . 2  

calculat ion corresp on d s  w i t h  the me thod used by Papua New Guinea Na t i ona l P l anning O f f ice in i t s Nat iona l  I' u b l i c  
Exp end i ture P l an document . )  Thus , a f t er the te rms o f  trade adj us tmen t , t h e  real  purchas ing p ower o f  GDP grew bv a n  average 
of 1 . 5  per cent per a nnum ov er the 8 . 5 year s to  1 98 4 . (+ 7 . 7% p . a . FY1 9 7 6- 19 7 9 ;  -6 . 8% p . a .  1 9 7 9- 1 98 2 ; + 6 . 2% p . a .  1 9 8 2 -
1984 ) . 

Sou rce s :  Na t iona l S t a t i s t ical O f f ice Na t ional Ac coun t s  S t a t i s t i c s  ( various i s sue s )  t o  19 8 3 . E s t ima t e s  for 198 4 f r om 
Nat iona l Pl anning O f f ice , Na t i onal Pub li c Expend i t ure P l an 1 9 8 5 - 1 98 8 . Al s o  ca l c u l a t i ons  by re search s ta f f . 

!1!!!1 p 

1 . 6779  

1 .  2781  

. 7 6 1 7  

- . 1 864 

9 1 9 . 7  

- 17 1 . 4  

1 1 34 .  8 



Tab le A9 Ba l ance o f  P aymen ts F l ows . 1 9 7 6 - 1 9 8 4  ( K  mi l l i on )  

1 9 7 6  19 7 7  1 9 7 8  1 9 7 9  1 9 80 1 9 8 1  1 9 8 2  1 9 8 3  1 9 84 p  

Mer c hand i s e  exp o r t s  4 2 8  5 3 5  5 3 5  7 2 0  6 6 1  5 6 6  5 6 8  6 9 1  8 1 3  
Mer c hand i s e  imp o r t s  - 3 4 4  - 4 4 2  - 4 7 5  - 5 5 8  -684  - 7 3 8  - 7 5 2  - 8 15 -7 7 0  

Ba lance o f  t rade 84 93 60  1 6 2  - 2 3  - 1 7 2  -184  - 1 2 4  4 3  

Invi s i b l e s  cred i t s  6 9  5 1  5 2  6 5  7 0  8 9  114  1 1 1  1 0 3  
Inv i s i b le s  d eb i t s  - 20 0  -208 - 2 2 1  - 2 8 5  - 3 42  -3 7 2  - 3 8 8  - 4 3 0  - 4 8 0  

Ne t i nvi s i b l e s  - 1 3 1  - 15 7 - 1 6 9  - 2 2 0  - 2 7 2  - 2 8 3  - 2 7 4  - 3 1 8  -3 7 7  

Ne t p r iva te tran s f er s  - 3 6  -32  -62 -68 - 80  - 8 5  - 9 1  -8 1 - 9 4  
Ne t o f f ic i a l  t r ans f e r s  1 1 4  1 8 1  1 8 0  1 8 0  1 7 9  1 8 9  1 9 2  2 15 2 3 3  

BALANCE O N  CURRENT ACCOUNT 3 1  84  8 5 5  - 1 9 7  - 3 5 2  - 3 5 6  - 3 08 - 1 9 5  

N N e t  p r iva te cap i ta l  2 0  31  - 2 0  11  3 0  189  283  261  2 31 N 
O" Ne t o f f i c i a l  cap i t a l  1 0  2 0  - 5  2 7  4 4  7 8  7 5  1 2 7  1 6  

Non- o f f i c i a l  mone tary -5 - 3 7  3 7  - 1 1  - 5  1 7  - 1  5 3 

BALANCE ON CAP I TAL ACCOUN T 24 15 12  27  6 9  2 8 4  3 5 7  3 9 3  2 5 0  

Ne t errors  and omi s s i ons  - 2 0  1 1  - 2 1  - 4  8 1  2 9  - 2 3  7 - 6  

BALANCE OF PAYMENTS 35 1 1 0  -2 78  -4 7 -39  -22  83  4 9  

Bank o f  P ap ua New Guinea 
hold ings of gold an d 
fore i gn exchange ( end year)  2 0 9  3 2 8  2 9 7  3 7 1  2 9 0  2 9 0  2 7 0  3 9 0  4 2 3  

Ne t f o r e i g n  a s s e t s  o f  the 
banking sy s t em ( end year )

a 
1 7 5  3 1 2  2 6 5  3 5 4  2 82 2 2 2  2 0 5  3 2 1  3 7 0  

a
K1 1 5  m i l l i on a t  end o f  1 9 7 5 . 

Source : B ank o f  Papua New Guin ea  Qua r te rly Ec onomi c Bulle t i n  (var i ou s  i ssue s ) . 



Tab le AlO Exports  by Country of De stination . Va lue s ( K  mi l l ion) and Per centa ge Shar es , 
FY 1 9 7 6 - 1 9 8 3  

FY 1 9 7 6  1 9 7 7  1 9 7 8  1 9 7 9  1 9 8 0  1 9 8 1  1 9 8 2  1 9 8 3  

VALUE S ( K  mi l lion)
a 

Au s tra lia 5 4 . 2  7 5 . 5  4 8 . 8  5 5 . 9  5 9 . 1  5 3 . 2 4 5 . 9  5 0 . 5  

China 3 . 6  5 . 2  1 2 . 5  1 2 . 9  1 1 . 9 5 . 2  1 5 . 4  2 8 . 7  

Hong Kong 1 .  3 0 . 5  0 . 9  2 . 2  2 . 6  1 .  3 3 . 4  2 . 8  

Japan 1 05 . 5  1 4 4 . 4  1 5 7 . 1  2 5 2 . 5  2 4 1 . 1  2 1 1 . 8  1 8 6 . 7  2 35 . 9  

Ne ther lands 2 . 1  1 0 . 5  10 . 4  2 4 . 8  2 1 . 5  9 . 9  1 5 . 3  2 0 . 8  

New Zealand 2 . 3  2 . 6  3 . 9  4 . 3  3 . 0  2 . 8  3 . 5  4 . 8  

S ingapore 2 . 4  2 . 4  6 . 2  2 . 2  3 . 4  7 . 9 4 . 4  1 2 . 4  

Spain 2 3 . 2  24 . 4  2 3 . 3 34 . 5  2 5 . 1  3 0 . 9  2 7 . 5  2 7 . 8  

Uni t ed Kingdom 1 9 . 3  3 2 . 4  2 9 . 1  4 6 . 3  2 7 . 6  2 7 . 6  3 1 .  9 3 8 . 5  

Uni t e d  S ta tes 3 0 . 7  5 8 . 2  3 4 . 3  3 4 . 2  2 1 .  3 1 8 . 6  1 0 . 1  1 4 . 4  

We st Germany 90 . 8  1 2 2 . 6  1 35 . 3  1 8 7 . 6  1 7 3 . 6  1 2 1 . 8  1 4 8 . 0  1 7 1 . 8  

Othe r coun tries 2 8 . 4  5 8 .  7 5 6 . 0  4 6 . 8  5 1 . 5  5 4 . 6  5 7 . 4  6 0 . 0  

N TOTAL 3 6 3 . 8  5 3 7 . 1  5 1 7 . 9  7 0 4 . 2 6 4 1 .  6 5 4 5 . 6  5 4 9 . 4  6 6 8 . 4  

N 
........ PE RCENTAGE SHARE S 

Aus tra l i a  14 . 9  1 4 . 0  9 . 4  7 . 9  9 . 2  9 . 8  8 . 4  7 . 6  

China 1. 0 1 .  0 2 . 4  1 .  8 1 .  9 1 .  0 2 . 8  4 . 3  

Hong Kong 0 . 3  0 . 1 0 . 2 0 . 3 0 . 4  0 . 2  0 . 6  0 . 4  

Japan 2 9 . 0  2 6 . 9  30 . 3  3 5 . 9  3 7 . 6  3 8 . 8  3 4 . 0  3 5 . 3  

Ne ther lands 0 . 6 2 . 0  2 . 0  3 . 5  3 . 3  1 .  8 2 . 8  3 . 1  

New Zea land 0 . 6  0 . 5  0 . 8  0 . 6  0 . 5  0 . 5  0 . 6  0 . 7  

Singapore 0 . 6 0 . 4  1 .  2 0 . 3 0 . 5  1 .  4 0 . 8 1 .  9 

Sp ain 6 . 4  4 . 5  4 . 5  4 . 9  3 . 9  5 . 7  5 . 0  4 . 2  

Uni ted Kingdom 5 . 3  6 . 0  5 . 6  6 . 6  4 . 3  5 . 1  5 . 8  5 . 8  

Uni ted S ta te s  8 . 4  1 0 . 8  6 . 6  4 . 9  3 . 3  3 . 4  1 .  8 2 . 1  

West  Germany 2 5 . 0  2 2 . 8  2 6 . 1  26 . 6  2 7 . 1  2 2 . 3  2 6 . 9  2 5 . 7  

Ot her coun trie s 7 . 8  1 0 . 9  1 0 . 8 6 . 6  8 . 0  10 . 0  1 0 . 4  9 . 0  

TOTAL 1 00 . 0  1 00 . 0  10 0 . 0  1 00 . 0  1 0 0 . 0  1 0 0 . 0  1 0 0 . 0  1 00 . 0  

a
Exc ludes re-exports . Totals do no t agr� e wi th tho se for the Balance o f  Paymen t s . 

S ource s :  Bank o f  Papua New Guinea Quar ter ly Econ omic Bu l le tin (various i s su es )  exc e p t  f or 
FY 1 9 7 6 when data are from Nat iona l Sta t i s t i cal O f f ice I n ternat ional Trade . 



Table All Agricultural Commodity Ex2orts1  Value 1 Quant ity and Average Prices 1  1 9 7 5-1 984 

U!l§ U!.7.§ 1 977 1 978 U!� U!� 1 9 8 1  1 9 82 1 98 3  1 984 p 

COFFEE : Va l u e  f . o . b .  ( K  m i l l i on )  34 . 9 1 00 . 2  1 4 3 . 4 1 07 . 3 1 2 5 . 0  1 1 8 . 6  7 4  . 2  7 7 . 8  94 . 6  1 1 0 . 7  
Quan t i t y ( t onn es ) 36885 48 1 5 1  36965 4 6 1 2 5 49585 5 1 00 7  47053 4 1 1 04 5 2 5 1 8  49400 
Av�. un i t  value ( K/ t onne ) 946 2080 3 8 80 2325 2 5 2 1  2 3 2 6  1 57 7  1 89 2  1 80 2  2 24 1  

COCOA : Va l u e  f . o . b .  ( K  m i l l i on ) 28 . 1  39 . 1  86 . 3 63 . 0  6 0  . 8  4 6 . 5  34 . 1  3 1 . 8  4 1 . 4 6 7 . 0  
Quan t i t y ( t onnes ) 30568 3 1 3 2 1  2 9392 2 7 1 2 9  2 8084 28792 2 7 8 3 4  28589 26342 3 4 1 00 
Avg . un i t  v a l u e  ( K/ t onne ) 9 1 9  1 2 50 2938 2 3 2 1  2 1 64 1 6 1 5  1 2 2 6  1 1 1 3  1 5 7 1 1 96 5  

COPRA : Va l u e  f . o . b .  ( K  m H l i on )  1 5 .  9 1 2  . 1  23 . 0  23 . 0 3 8 . 2  2 4 . 6  1 9 . 5  1 2 . 9  24 . 0  4 9  . 1  
Quan t i t y ( tonne s ) 9 1 66 5  8574 1 8 7 7 33 9 2 1 64 90880 9 0 8 2 0  10 2048 7 4 357 7 87 1 1  93500 
Avg . un i t  value ( K / tonne ) 1 7 3  1 4 2  262 250 4 2 0  2 7 1  1 9 1  1 7 3  305 5 2 5  

N 
N COPRA O I L : Va l ue f . o . b .  ( K  m i l l i on ) 9 . 1  8 . 2  1 2  . 6  1 2 . 4 2 0 . 6  16 . 6  1 2 . 5  1 2 .  1 20 . 0  3 9 . 4  

co Quan t i ty ( to n n e s ) 2 8 2 2 7  25482 29743 29088 2 7 8 2 2  34 1 4 2  3 4 7 7 2  3 7 5 9 3  36 1 7 9  40000 
Avg . un i t  va l u e  ( K/ tonne ) 323 322 4 2 3  4 2 8  7 4 0  4 8 6  3 6 0  3 2 2  554 985 

PALM O I L : V a l u e  f . o . b .  ( K m i l l i on ) 6 . 4  6 . 8  8 . 6  1 0 . 5  1 4 . 4  1 1 . 9  1 4 . 2  2 1 . 7 2 3 . 7 7 5 . 6  
Quan t i ty ( tonnes ) 23806 2 7 2 6 2  2 4 5 3 2  284 1 3  3 4 5 2 8  3 3 3 4 7  4 4 0 3 1  7 67 1 5  7 7 94 0  1 2 9900 
Avg . un i t  va l ue ( K / t onne ) 269 2 4 8  350 369 4 1 8  359 3 2 3  2 8 2  305 5 8 2  

RUBBER : Va l u e  f . o . b .  ( K  m i l l i on ) 2 . 6  3 . 0  2 . 9  2 . 6  3 . 5  3 . 8  3 . 4  1 . 4 2 .  2 2 . 4 
Quan t i ty ( t onne s ) 5 5 2 1 4662 4 1 5 2 4 1 35 4 0 2 5  4 0 2 7  4 5 3 6  2 3 3 7  2 7 1 9  3460 
Avg . un i t  va l u e  (K tonne ) 4 7 3  6 4 5  697 636 869 931 7 5 1  602 792 694 

TEA : Va l ue f . o . b .  ( K  m i l l i on )  4 . 1  5 . 1  9 . 8  7 . 8  8 . 0  8 . 5  7 . 1  6 .  7 1 0 .  4 1 4 . 9  
Quan t i ty ( tonne s ) 4 7 1 7  5633 6 1 92 6980 6978 7 9 1 5  6959 6475 7 2 34 6500 
Avg . un i t  v a l u e  ( K/ tonne ) 874 908 1 577 1 1 2 2  1 1 4 4  1 0 7 5  1 0 2 5  1 03 2  1 436 2 2 9 2  

S o u r c e : Na t i onal S ta t i s t i c a l  O f f i ce . 



N 
N 
"° 

TU�A : 

PRAWNS : 

LOGS : 

LUMBER : 

WOODCH IPS : 

Table A l 2  Fishe ri e s  and Fo re s t  P roduc ts E xp or t s , Va lue , Quan t i t y and Aver age P r i ce s , 1 9 7 5 - 1 9 8 4  

!_!!Z§ 

Va l u e  f . o . b .  ( K  mi l l i on ) 3 . 5  
Quan t i ty ( tonnes ) 1 2998 
Avg . un i t  va lue ( K/ t onne ) 268 

Va lue f . o . b .  ( K  mi l l i on ) 1 .  6 
Quan t i ty ( tonnes ) 438 
Avg . un i t  va lue ( K/ tonne ) 3548 

Va lue  f . o . b .  ( K  mi l l i on ) 5 . 6  
Quan t i ty ( thous and cu . me t r e s )  298 . 8  
Av g .  uni t  va lue ( K /m3 ) 1 8 . 6  

Va l ue f . o . b .  ( K  m i l l i on )  2 . 6  
Quan t i ty ( t housan d  cu . me tres)  26 . 7  
Avg . un i t  va l u e  ( K/m 3 ) 98 

Val ue f . o . b .  ( K  mi l l i on ) 3 . 1  
Quan t i ty ( thousand . .  

b one dry t onne s )  
Avg . uni t value ( K / tonne) . .  

�1§ 

1 2 . 7  
32072  

396 

3 . 8  
7 7 4  

4 9 7 3  

9 . 7  
466 . 2  

20 . 9  

5 . 4  
53 . 7  

1 00 

4 . 0  
. . 

. . 

!_!!'.Q 

1 4 . 4  
23760 

608 

4 . 6 
87 1 

5318  

1 1 .  0 
4 1 0 . 2  

26 . 7  

5 . 9  
53 . 4  

1 1 0 

4 . 7  
233 

2 0 . 1  

!..!!� �� 1 980 U!!!l 

2 0 . 5  1 4 . 3  24 . 6  20 . 0  
45542 26387 33058 29788 

449 543 7 4 6  67 1 

4 . 1  6 . 2  6 . 6  6 . 9  
97 2 1 1 1 6  1 26 7  1 28 1  

4 249  5564 5 1 78 5348 

1 1 . 8  2 0 . 9  30 . 0  3 1 . 5  
440 . 2  476 . 0  6 1 7 . 6  74 9 . 1 

2 6 . 9  43 . 9  4 8 . 5  42 . 1  

4 . 2  7 . 5  6 . 2  3 . 9  
4 2 . 1  6 2 . 9  4 3 . 7  2 5 . 0  
99 1 19 1 4 1  1 56 

5 . 8  4 . 2  7 . 1  5 . 4  
230 1 19 1 33 1 0 2  

2 5 . 2  3 5 . 5  5 3 . 3  5 3 . 5  

1 982  !..!!� 

1 .  4 0 . 3  
27 2 5  54 1 

528  534  

6 . 5  8 . 8  
1 08 6  1 1 7 1  
595 1  7505 

4 9 . 3  4 3 . 6  
1 05 7 . 1  1003 . 7  

4 6 . 6  43 . 4  

3 . 5  2 . 5  
1 9 . 9  1 4 . 1  

1 7 6  1 7 7  

5 . 7  6 . 4  
1 03 1 17 

5 5 . 1  5 4 . 6  

Sources : Na t ional S tat i s t i ca l  O f f i c e  ( except " Woodch i ps "  taken f rom Bank o f  Papua New Guinea Qua r t e r l y  Econ omi c Bu l l e t in ) .  

!_!!� p  

3 . 9  
6000 

650 

7 . 8 
1 1 5 0  
6 7 6 0  

69 . 9  
1 278 

5 4 . 7  

3 . 3  
1 7 . 8  

1 85 

7 . 5  
1 29 

5 8  



Tab le A1 3 Copper and Gol d  E xp or t s . Va lue . Quant i t y and Ave rage P r ic e s , 1 9 7 5- 1 9 8 4  

!QI!? !.Q7.§ U!TI U!Z§ 1 979 !.Q!!Q U!� ��? 1 983 � � p  

COPPER : Va l u e  f . o . b .  ( K  m i l l i on )  1 44 . 6  1 40 . 8  1 1 1 . 0 1 2 2 . 5  1 84 . 0  1 39 . 3  1 34 . 6  1 22 . 5  1 6 1 . 0  1 34 . 2  
Quan t i ty ( tonne s ) 1 84000 1 79080 1 82030 1 93050 1 7 2000 1 42 240 1 63995 1 7 3240 1 8 1 058 1 4 9500 
Avg . un i t  va l u e  ( K / t onne ) 786 7 86 . 3  609 . 9  634 . 8  1 069 . 7  979 . 3  820 . 7  7 07 . 2  889 . 4  897 . 6  

GOLD : Va lue f . o . b .  ( K  mi l l i on ) 60 . 8  68 . 8  70 . 7  1 03 . 8  1 63 . 0  1 7 2 . 9  1 58 . 9  1 7 1 . 8  200 . 9  1 85 . 2  
Qua nt i ty ( K i l ograms ) 1 94 1 5  2 1 207 22928 23357 20253 1 4532 1 7 64 1 1 907 1 1 9053 17900  
Avg . un i t  va l ue ( K/ kg )  31 32  3245 . 5  3085 . 1  4443 . 0  8050 . 2  1 1 895 . 3 9 0 1 0 . 0  901 1 .  0 1 0545 . 9  10346 . 3  

U!TI? !QI§ U!TI 1 978 U!� U!!!Q U!§J U!� U!� U!!!.1P 

N COPPER CONCENTRATE : w 
Va l ue f . o . b . ( K  m i l l i on ) 209 . 5  2 1 3 . 8  2 0 1 . 0 2 1 7 . 2  2 88 . 1  3 1 3 . 3  306 . 1  298 . 6  364 . 9  32 2 . 6  0 
Quant i ty ( tonnes ) 636564 639753 595860 655638 567 3 1 7  494420 575347 6088 1 0  636051  5 5 0b 0 0  

Avg . un i t  va l ue ( K / t onne ) 329 . 1  334 . 2  337 . 4  33 1 . 3  507 . 8  633 . 6  5 3 1 . 9  490 . 5  573 . 6  5 8 5 . 7 

1975 1 97 6  1 977 1 978 U!� 1 980 1 981  U!� U!� !.Q� P  

AVERAGE METAL PR I CES : 

L . M . E .  Copper ( US cent s / pound ) 55 . 9  63 . 6  59 . 3  6 1 . 9  89 . 8  99 . 2  7 9 . 0  67 . 1  7 1 . 9 6 2 . 6  
London Go ld ( US S / ounce ) 1 60 . 9  1 24 . 8  1 4 7 . 8  1 93 . 5  304 . 7  6 1 4 . 7  459 . 9  375 . 6  4 23 . 5  360 . 4  

S ou rces : Copper and Go l d : Bank o f  Papua New Guinea Qua r te r ly Economic Bul l et in ( variou s  issue s) . 1 9 7 5  data are avai lab le for cop p e r  
conce n t rate on ly ; t h e  division i n t o  g o l d  and copper is imp li c i t  in Bouga inv i l l e  Copper Limi ted Annua l Report . 

Coppe r Concen tra te : Nat ional S ta t i s tical O f f i c e . 

Ave rage Metal  Price s : Bougainv i l l e  Copper Limi ted Annual Repo r t  198 3 , S t atis tical  Summary ( t o 1 9 8 3 ) ; Bank o f  Papua New 
Guinea for 1984 . 



Tab l e  Al 4 Impo r t s  by __ C_o�n_t_!"_y_oL_Or ig��,__Va l_ll_e_�_(!<_ mi 1 1 i_o_n) an�-��rc e�r a g� __ Sha����-IT_l_2_7_6--=-l _9_t\_3 

IT1�7 6  U!7 7  1 97 8  !Q79 U!80 U!8 1  �82 U!� 

VA����-1�-�!!!!Q!!J 
Au s t ra l i a 1 6 1 . 4  2 1 9 . 6  2 38 . 5  275 . 5  2 7 9 . 2  278 . 0  309 . 5  322 . 5  
Ch ina 3 . 9  1 .  9 2 . 4  3 . 1 8 . 0  9 . 0  1 0 . 4  1 3 . 0  
Hong K ong 9 . 0  1 6 . 3  1 8 . 0  20 . 2  1 5 . 3  1 5 . 0  1 5 . 3  1 6 . 2  
Japan 5 0 . 0  85 . 4  8 2 . 1  92 . 5  1 23 . 5  1 1 9 .  2 1 0 7 . 9  1 2 5 . 3  
�ether l ands 2 . 5  2 . 2  2 . 4  1 .  8 9 . 1  1 .  9 2 . 3  2 . 0  
New Zea l and 4 . 8  1 2 . 7  1 4 . 4  2 0 . 2  27 . 6  38 . 0  40 . 7  40 . 6  
S i ngapore 4 0 . 6  50 . 3  5 1 . 5 7 1 . 9 1 04 . 4 1 36 . 1 1 1 0 .  3 1 09 .  2 
Spa in 0 . 2  0 . 1  0 . 1 0 . 5  0 . 1 0 . 3  0 . 7  
Un i ted K ingdom 1 8 . 3  1 5 . 2  1 5 . 0  1 7 . 0  28 . 7  3 1 . 6 34 . 0  3 1 . 5 
Un i ted States 24 . 4  1 6 . 8  24 . 7  2 5 . 9  44 . 1  56 . 4  64 . 2  80 . 8  
We s t  Germany 5 . 0  5 . 3  5 . 1  · 8 . 4  9 . 3  1 1 . 8 9 . 4  1 6 . 1  
Other coun t r i e s  2 6 . 3  2 2 . 4  2 4 . 0  24 . 5  34 . 9  4 0 . 8  4 7 . 4  57 . 0  

N TOTAL l;.) 346 . 4  448 . 3  4 7 8 . 3  56 1 . 6  684 . 2  7 38 . 1  7 5 1 . 7 8 1 4 . 9  
........ 

�B���I�Q�_§!!AR�§_ 
Au s t ra l i a  4 6 . 6  49 . 0  49 . 9  4 9 . 1  4 0 . 8  37 . 7  4 1 . 2 39 . 6  
Ch ina 1 . 1  0 . 4  0 . 5  0 . 6  1 .  2 1 .  2 1 .  4 1 .  6 
Hong Kong 2 . 6  3 . 6  3 . 8  3 . 6  2 . 2  2 . 0  2 . 0  2 . 0  
Japan 1 4 . 4  1 9 . 0  1 7 . 2  1 6 . 5  1 8 . 0  1 6 . 1  1 4 . 4  1 5 . 4  
Nether l ands 0 . 7  0 . 5  0 . 5  0 . 3  1 .  3 0 . 3  0 . 3  0 . 2  
New Z e a l and 1 .  4 2 . 8  3 . 0  3 . 6  4 . 0  5 . 1  5 . 4  5 . 0  
S i n�apore 1 1 . 7 1 1 . 2 1 0 . 8  1 2 . 8  1 5 . 3  1 8 . 4  1 4 . 7  1 3 . 4  
Spa i n  0 . 1  0 . 1 0 . 1 0 . 1  
Un i ted Ki ngdom 5 . 3  3 . 4  3 . 1 3 . 0  4 . 2  4 . 3  4 . 5  3 . 9  
Un i ted States 7 . 0 3 . 7  5 . 2  4 . 6  6 . 4  7 . 6 8 . 5  9 . 9  
We st G ermany 1 . 4 1 .  2 1 . 1  1 .  5 1 . 4 1 . 6 1 .  2 2 . 0  
Other c oun t r i es 7 . 6 5 . 0  5 . 0  4 . 4  5 . 1  5 . 5  6 . 3  7 . 0 

S ource : Bank of Papua New Gui nea �r!�rlY��Qno�i�-��ll�t i n ( va r i ous i s sues ) ;  excep t tha t for  FY 1 9 7 6  data  are 
from Na t i ona l S ta t i s t ical  O f f i c e  In t e rnat iona l  Trade . 



N 
Vo) 
N 

Tab le AlS Va l ue of Impor t s , FY 1 9 7 6  and 1 980- 1 98 3  ( K  mi l li on)
a 

UL:!!!� UL�£��Q�r ________________ 
FY1 9 7 6  �� p !1!!1 p !1� P li� P 

�If_ 
0 Food . live an i ma l s  7 3 . 1  1 33 . 2  1 36 . 4  1 38 . 7  1 34 . 8  

1 Beverages . tobacco 5 . 8  8 . 7  8 . 4  8 . 4  8 . 3  

2 Crude mater i a l s  ine d i bl e  except fue l 1 . 1  2 . 1  3 . 6  3 . 6  4 . 9  

3 Minera l fue l s . lubr i cants 4 7 . 2  1 1 7 . 9 1 58 . 0  1 4 6 . 1 1 6 7 . 4  

4 An i ma l . vegetabl e  oi l s . fats  0 . 8  1 . 9  1 . 9  2 . 2  2 . 5  

5 Chem i ca l s  1 8 . 9  36 . 6  45 . 0  39 . 3  64 . 1  

6 Manufactured goods bv mater i a l  48 . 1  9 1 . 6  1 05 . 1 1 1 8 . 9  1 30 . 6  

7 Mach inery . t ranspo r t  equ i pment 1 09 . 2  206 . 3  2 1 5 . 2  230 . 4  232 . 8  

8 M i s ce l l aneous manufactures 28 . 0  52 . 9  54 . 5  5 3 . 9  60 . 3  

9 M i s ce l l aneous t ransac t i ons 1 4 . 1  33 . 0  1 0 . 2  1 0 . 2  9 . 3  
Tota 1 a l l  g1-oups 346 . 4  684 . 2  7 3 8 . 1 7 5 1 . 7  8 1 4 . 9  

�1§�IgQ_�QMMQQlilg�_lMfQBigQ_fY!�1�-��Q_fBg1lMl��BY_§�Il.MAT§� FOR_l��Q_IQ_l���-1�-�11112�2 

UL:!!!� U§_Qec��Q�r------�----------
IT1�7E ��p lifil P !1!!?P !1�P 

rn:.f 
0 1 1  �ea t : fresh . ch i l l ed ,  f rozen 7 . 8  1 8 . 3  1 5 . 7 1 3 . 8  

0 1 2  Mea t : sal ted . d r i ed 4 . 2  1 0 . 6  1 0 . 3  1 3 . 5  

0 1 4  Mea t : preserved . canned 6 . 7  8 . 1  7 . 6  7 . 5  

037 F i sh : canned 7 . 9  1 7 . 6  2 1 . 8 1 9 . 7  

0 4 2  R i ce 1 3 . 3  2 4  . 1  23 . 4  2 4 . 8  

054-058 Fru i t , vegeta b l e s  4 . 2  7 . 1 9 . 0  9 . 6  
07 1 Cof fee 1 . 1  1 . 7 2 . 1  2 . 0  

1 1 2 Alcoho l i c beverages 1 .  9 2 . 7 2 . 6  2 . 4 

334 Petrol eum produc t s  4 6 . 8  1 1 1 . 0 1 56 . 4  1 43 . 4  

54 1 Med i c i na l s . pharmaceu t i c a l s  2 . 7  5 . 3  1 2 . 9  8 . 9  

625 Rubber tvre s , tubes 4 . 1  9 . 0  8 . 5  1 0 . 7  

7 8 1 -786 Motor veh i c l e s , par t s  2 4 . 2  5 1 . 8  44 . 3  3 9 . 2  

842-851  C l othing , footwear 1 1 . 1  1 9 . 8  1 8 . 7  1 9 . 5  

8 2 1  Furn i ture 2 . 3  4 . 0 4 . 7  4 . 1  

a
Owing to d i f f i c u l ties i n  establ ishing a computer sys tem fo r interna tional trade s t a t i s t i c s  no 
data on imp orts  are avai lable be twe en FY 1 9 7 7  and 1 9 7 9 . The data from 1 9 8 0  onwards are 
pr e l iminary and subj ect to revision . 

Source : National S t a t i s t ic al  Off ice . 

1 5 . 2  
1 1 . 5  
1 2 . 8  
2 2 . 0  
1 9 . 4  
1 0 . 6  

2 . 3  
2 . 5  

1 66 . 2  
26 . 3  
1 1 . 4  
4 7 . 1  
2 1 . 1  

3 . 7  



N 
L"' 
L"' 

Tab le Al 6 Fore i gn Dir e c t  Inve s tme nt in P apua New Guinea by Coun t ry o f  Ori gin , 1 9 7 6 - 1 9 8 2
a (K thou s and) 

1 9 7 6  1 97 7  1 9 7 8  1 9 7 9  1 98 0  1 9 8 1  1 982 Total Per cen t 

Au s t ra l i a  2 . 54 7  7 2 9 2 , 2 9 6  2 . 8 1 2  4 , 4 1 9  8 . 0 1 0  1 6 , 439 3 7 , 8 5 2  

Un i t ed S ta t e s  6 7 9  6 5 2  1 , 397 2 . 9 2 9  5 , 2 1 8  1 5 , 5 2 3  2 5 . 804 

U n i t e d  K ingdom 5 0 2  8 8 2  1 , 5 89 287 3 , 1 3 5 1 1 4 1 , 6 57 8 , 06 6  

J apan 1 , 0 26 7 3 8 8 7 7  1 5 5 5 7 7  7 9 1 4  4 , 2 94 

Hong Kong 4 0 4  7 8  2 .  ,1 50 2 , 7 7 1  8 1 8  337 6 , 5 5 8  

New Zea l and 337 27 1 04 1 0 1  5 6 9  

We s t  Ge rmany 1 3 5 5 1 2  1 8 9 2 , 4 6 9  6 , 5 2 7  9 , 83 2  

S i ngapore 99 2 4 9  9 0 8  1 , 6 1 6  2 , 8 7 2  

K o r e a  56 4 9  1 0 5  

O t h e r  2 2 0 0  4 1 8 8 6 1 9  4 4  2 0 1  1 . 2 5 8  

TOTAL 4 . 4 8 7  3 , 1 7 8  5 , 4 4 5  7 , 6 5 6  1 5 , 04 1  1 7 , 5 8 9  4 3 . 2 1 4  9 6 ' 6 1 0  

a
lnclude s  equi t y  i n  Ok Te d i  Mining L t d  of  9 , 1 1 2  in 1 98 1 , and 2 5 , 2 4 8  in 1 9 8 2  f r om Au s tra l ia , t h e  Uni ted S t a t e s  
a n d  We s t  Ge rmany . 

Source : E c on om i c  Commi s s i on f or As ia and t he P a c i f ic / Un i te d  Na tions  Cen t r e  on Tran sna t ional Corp ora t ions , 
Proce ed in g s  o f  the Min i s ter ial Round t ab le o n  Transnat iona l Corp o r a t i on s  and Deve lop ing Pac i f i c 
I s land Coun t r ie s , Bangkok , Ap r i l  1 9 8 4 , p . 3 4 5 . 

3 8 . 6  

2 6 . 7  

8 . 3  

4 . 4 

6 . 8  

0 . 6  

1 0 . 2  

3 . 0  

� . 1  

1 . 3 

1 00 . 0  
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Tab le Al 7 Na tional Gove rnme n t  Budge t Expendi �u re by Fun c t i onal Group s ,  FY 1 9 7 5 - 1 9 8 4  (K  mi l l i on) 

Trans ferred func t i ons 
Po l i c y & adm i n i s t rat ion 
Defen c e 
C i v i l ian law & order 
Educa t i on 
Hea l th 
Other commun i ty servi ces 
Pr ima ry industry 
Land s , m i neral s ,  ene rgy 

Othe r econom i c  opportun i t i e s  
Trans port . infrastruc ture , 

commun i ca t i on 
Loans , capi tal c ontr i bu t i ons 

to s tatutory autho r i t i e s 
Capi t a l  works 
Ma i n t enance works 

Prov i nc i a l g rants , f i nanc i ng 

SUB-TOTAL GOODS & SERVI CES 

Comme r c i a l  p ro j e cts 
Debt s e rvice 

EXPEND I TURE TO BE F I NANCED 

Y / E  June 

D'.: 1 9 7 5  

70 . 3  
5 2 . 3  

6 . 0  
1 7 . 8  
5 1 . 5 
1 9 . 8  
1 1 . 4 
1 6 . 4  

8 . 4  
6 . 0  

32 . 1  

1 9 . 8  
3 2 . 0  
3 0 . 0  

4 . 0 

377 . 7  

1 . 0 
2 1 . 6  

4 00 . 3  

MEMO : PAYMENTS TO OR FOR THE PROV I NCES 

Gran t s  & f inanc i ng 
Po l i c y & adm i n i strat ion 
Educa t ion 
Hea l t h  
Pr i ma ry industry 
Comme r c e , bus iness deve lopment 

SUB-TOTAL PROV INCES 

4 . 0  
1 .  8 

n . a .  
n . a . 
n . a .  
n . a .  

5 . 8  

Sou rc e an d me thod : see No tes on Table  A l 7 .  

D'.:1�1§ 

1 1 . 0  
70 . 9  
1 7 . 3  
2 4 . 0  
6 0 . 3  
1 4 . 4  
1 3 . 0  
1 7 . 3  

9 . 1  
8 . 6  

33 . 8  

1 7 . 1  
38 . 4  
28 . 8  

3 . 9  

368 . 0  

3 . 0  
58 . 0  

4 29 . 0  

3 . 9  
2 . 1  

n . a .  
n . a .  
n . a .  
n . a .  

6 . 0  

FY1 97 7  

67 . 3  
1 7 . 2  
2 5 . 8  
7 3 . 4  
2 8 . 2  
1 5 . 6  
2 1 . 1  

7 . 5  
9 . 0  

37 . 3  

1 9 . 2  
50 . 2  
3 1 . 5 

4 . 2  

407 . 6  

2 9 . 8  

437 . 4  

4 . 2  
1 3 . 5  

n . a .  
n . a .  
n . a . 
n . a . 

1 7 . 7  

�--------�-�-----�-XI E Dec�mber ___________________ � 

U!� 

0 . 5  
7 2 . 0  
1 8 . 7  
28 . 7  
74 . 6  
32 . 2  
1 5 . 5  
24 . 9  

9 . 0  
14 . 4  

3 5 . 9  

1 5 . 3  
44 . 5  
30 . 5  
32 . 8  

4 4 9 . 6  

44 . 7  

494 . 3  

32 . 8  
1 1 . 8  
33 . 9  

4 . 4 
1 0 . 4  

1 .  2 

94 . 5  

1 979 

79 . 0  
2 0 . 4  
3 1 . 8  
7 5 . 2  
35 . 4  
1 3 . 2  
26 . 2  

9 . 1  
1 4 . 6  

36 . 2  

2 3 . 6  
37 . 8  
30 . 0  
6 1 . 1  

493 . 8  

43 . 8  

53 7 . 6  

6 1 . 1  
1 7 . 3  
2 9 . 8  

9 . 3  
1 0 . 8  

1 . 2 

1 29 . 5  

U!!!.Q 

97 . 1  
24 . 8  

3 5 . 9  
80 . 2  
40 . 9  
1 2 . 9  
24 . 8  
1 1 . 0 
2 0 . 2  

33 . 3  

1 8 . 5  

63 . 3  

34 . 4  
6 7 . 4  

564 . 6  

67 . 9  

632 . 5  

67 . 4  
1 6 . 9  
2 9 . 0  

9 . 4  
1 0 . 2  

1 .  2 

1 34 . 1  

U!!U 

1 03 . 0  
23 . 3  
4 1 . 1  
94 . 3  
45 . 4  
1 8 . 9  
27 . 2  
1 0 . 8  
32 . 8  

3 7 . 2  

2 2 . 2  
64 . 1  
2 9 . 2  
63 . 0  

6 1 2 . 4  

9 . 6  
70 . 9  

692 9 

63 . 0  
18 . 4  
3 2 . 7  

1 2 . 5  
1 2 . 2  

1 .  7 

1 4 0 . 5  

U!!!E 

105 . 8  
24 . 0  
4 5 . 7  

1 1 3  . 1  
4 9 . 1  
1 6 . 1  
2 5 . 6  
1 0 . 4  
2 3 . 2  

37 . 0  

2 2 . 1  
56 . 5  
29 . 6  
6 1 . 0 

6 1 9 . 3  

1 4 . 0  
99 . 0  

7 3 2 . 3  

6 1 . 0 
23 . 2  
50 . 2  
1 2 . 9  
1 2 . 2  

1 .  9 

1 6 1 . 4  

U!� 

1 1 1 . 9 
27 . 0  
45 . 7  

1 24 . 6  
52 . 6  
1 4 . 2  
2 5 . 4  
1 1 . 2 
28 . 2  

26 . 3  

1 0 . 7  
49 . 0  
34 . 7  
6 1 . 1  

!.i!� 

1 20 . 8  
32 . 1  
5 1 . 5 

1 37 . 7  
59 . 1  
1 5 . 0  
30 . 2  
1 4 . 6  
24 . 9  

28 . 4  

8 . 4  
52 . 3  
32 . 8  
63 . 2  

6 2 2 . 7  6 7 1 . l  

23 . 8  27 . 8  
1 3 3 . 9 1 3 1 . 8  

780 . 4  830 . 7  

6 1 . 1  
24 . 9  
56 . 4  

39 . 5  
1 2 . 7  

2 . 0  

196 . 6  

63 . 2  
32 . 1  
67 . 4  
44 . 7  
1 3 . 6  

2 . 1  

2 23 . 1  
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N o t e s  on Tab le Al7 Nat ional Gove rnme n t  Budge t Expend i t ure by Fun c t ional Group s ,  FY 1 9 7 5 - 1 9 8 4  (K m i l l ion)  

The t ab le was comp i l e d  f ro m  De p a r tmen t of F i nance E s t ima t e s  of Revenue and Expe n d i ture ( annua l ) , e xpend i ture e s t ima t e s  f or t he year about t o  c lo s e  b a sed 
upon t h i rd-quar t e r  r ev i ew d a t a . The r e por t s  o f  the Aud i t or Genera l  would b e  a more accura t e  sou r c e  but the d i f f e rence s wou l d  no t be large . All f i gures 
have been taken net o f  approp r i a t i o n s - in-a i d . 
The f u n c t ional c la s s i f i c a t ion of exp end i t u r e  adopted here d i f f e r s  f r om that c on t a ined in the sup p l e me n t  to the budge t e s t ima t e s , t he main d i f f er en c e  being 
in the trea tme n t  o f  p o l i c y  and a dm i n i s t r a t ion . The f o l l owing note s d e s c r ibe the me thod adop ted . ( B ud ge t  d i v i s ion c la s s i f i c a t i on numb e r s  are in b racke t s ) . 
" Tr an s f e r r e d  func t io n s " : exp e nd i ture a s s o c i a t e d  wi th the pur c ha s e  of a s s e t s  f r om Aus tral ian Governme n t  depar tme n t s .  
"Po l ic y  a n d  admin i s tr a t ion" : a l l  exp end i tur e s  f o r  t he Na t i on a l  P a r l i amen t ( 2 0 1 ) , Aud i tor Gen e r a l  ( 2 0 2 ) , Dep a r tment s  of Finance ( 2 1 3 )  ( exclud ing Na t iona l 
Deve l opment P r oj e c t s  2 1 3 - 3 ) , For e i gn Af f a i r s  and Tr ade ( 2 1 7 ) , P r ime Min i s te r  ( 2 4 5 )  ( e xc l ud ing Y ou t h , Women , Re c r e a t i on 2 4 5 - 6 ) , P ub l ic S e r v i c e s  C omm i s sion 
( 2 4 9 ) ; Gene r a l  Ove rheads ( 2 6 5 ) , Sp e c ia l  App r o p r i a t ions General ( 2 9 8 - 1 - 1 ) , Ab o l i shed Func t i ons ( 2 6 6 ) . I t  a l s o  i n c l ud e s  t he p o l i c y  and admin i s tr a t i o n  
func t ions ( b udge t f u n c ti on )  o f  t he Depar tmen t s  o f  Educa t i on ( 2 0 9 - 1 ) , H e a l t h  ( 2 2 1 - 1 ) , Ju s t i c e  ( 2 2 5 - 1 ) , Labour ( 2 2 9 - 1 ) , I nd u s t r y  ( 2 2 3 - 1 ) , P o l i ce ( 2 3 7 - 1 ) , 

P r imary Indu s t r y  ( 2 4 1 - 1 ) , Trans p o r t  and C i v i l Av ia t ion ( 2 6 1 - 1 ) , Urban Dev e l opme n t , and Works and Sup p l y  S e cretar i a t  ( 2 6 3 - 1 ) ; a l s o  admin i s tr a t i o n  f un c t ions 
o f  p r ov i n c i a l  gov ernm e n t s  g iven b y  P r ov in c i a l  De par tmen t s  ( 2 7 1  t o  2 9 0 )  and P r ov in c i a l  Affairs ( 2 4 6 )  exc lud ing a l l o c a t i o ns f or h ea l th , p r imary indus t r y , 
educa tion , and b u s in e s s  deve lopment wh i ch have been i nc l ud e d  in appropr i a te fun c t i ona l group s e l sewh e r e  in the table ( f unc t i on s  2 ,  3 ,  4 ,  5 under each 
P r ovinc i a l  Depar tme n t ) .  
" De f enc e " : a l l  expend i t ur e  of t he Depar tme n t  of De f e n c e  ( 2 0 5 ) . 

"C�n Law and Or d e r " : legal s e rvi c e s  a nd corr e c t ive i n s t i t u t i on s  ( i . e .  Jus t i c e  Dep a r tmen t  exc lud ing p o l i c y  and admini s t r a t i on ) , p o l i ce serv i c e s  ( i . e .  
P o l i c e  De par tmen t e x c l ud i n g  pol i c y  and adm in i s t ra t ion) , N a t i on a l  Cou r t . 
"Educa t ion" : gene ra l educ a t i on ,  p re-emp l o yment edu c a t ion , commun i t y educa t i on ,  educat ion serv i c e s , i n t e r na t i on a l  schoo l s  ( i . e .  Educa t ion Dep ar t me n t  
exc l ud i ng p o l i cy a n d  admini s tr a t i on ) ; tra ining f unc t i ons o f  t h e  De par tme n t s  of H e a l th a n d  P r ima r y  I nd u s t r y ; a l l o c a t ions t o  the Un ive r s i t i e s  and Adm i n i s tra
t ive Co l l ege ; a l l oca t i ons t o  p rov i n ce s f o r  Na t i onal Cap i t a l  D i s t r i c t  and Kiunga-Lake Murray , for educa t ion und e r  P r ov in c ia l  Depar tmen t s  and Depar tme n t  
o f  Provinc i a l  A f f a i r s , a n d  t h e  Te ac h ing Serv i c e s  C omm i s s i on .  
"Hea l th" : expend i tur e s  f o r  urban , rur a l , and o ther hea l th care and hea l th imp r oveme n t  ( i . e .  De par tme nt o f  H e a l t h  exc l ud ing p o l i c y , admini s t r a t i on and 
t r a in i n g ) ;  a l l o ca t i o n s to p r ovin c e s  Nat ional Cap i t a l  D i s t r i c t  and K iunga-Lake Murray for h e a l t h  und e r  P r o v in c i a l  Depar tmen t s  and Depar tment of P r ov i n c i a l  
Af f a i rs . 
"Other Commun i ty S e rv i c e s " : e nv i ronmen t and conse rva t i on , c ommun i t y and fam i l y servi ce s ,  you t h , women , r e l i gi on and r e c r e a t ion , gr an t s  to s t a tu t ory 
ins t i t u t i on s  ( e xclud i ng un i ve r s i t i e s , Dev e l opmen t B ank , A i r  N i u g in i , Har b ou r s  B oard , E l e c t r i c i ty C omm i s s i on ( 2 9 1- 5  to 2 9 1 - 1 5 ) . 

"Pr imary Indu s t ry" : exp end i tu r e s  on p r imary in dus try r e se a r c h  and deve lopmen t ,  f o rest  manageme n t , serv i c e s  to p r imary indust r y , f i she r i e s  ( i . e .  De partmen t 
of P r imary Ind u s t r y  e x c l ud i n g  p o l i c y  and a dm i n i s trat ion and t r a i n i ng ) ; a l l o c a t ions to prov ince s f o r  p r ima r y  ind ustry un der P r ov i n c i a l  Depar tmen t s  and 
Depa r tmen t o f  P r ovinc i a l  Af f a i rs . 
" Lands , Minera l s  and Ene rgy " : De par tme n t  of La nds ( 2 3 1 )  ( e xc l u d i n g  Of f i c e  of Env i r onmen t ) ; Depar t ment of Mi ne r a l s  and Energy ( 2 3 3 )  ( exc luding the N a t iona l 
Weather Serv i c e s  2 3 3 - 1 - 6 ) . 

" O t he r  Ec onom i c  Opp o r tun i t ie s " : De par tment o f  Comme rce /Bus in e s s  Deve l opment ( un t i l  1 9 8 4 ) , Na t i ona l Deve l opme n t  P r o j e c t s  ( 2 1 3 - 3 ) , I ndus t r i a l  Dev e lopmen t 
( 2 23 ) , O f f i c e  o f  Tou r i s m ,  loans and ca p i t a l  con tribut ions to t he Papua New Gu inea Deve lopment Bank ( 2 9 1 - 1 7 ) , gran t s  and f i nanc i a l  transac t i o n s  for m i s s ions , 
loc a l  gove rnme nt and p r iva te sec tor ( 2 9 3 - 1 - 6 ) . 

"Trans p o r t ,  I n f ra s t r u c ture , Commun i c a t i ons" : Dep a r tme n t  of Pub l i c  U t i l i t ie s  ( u n t i l  1 9 8 4 ) , De p a r tmen t of Transport  and Civi l Av i a t i o n  ( e xc l ud ing p o l i c y  
and adm i n i s t ra t i on f u nc t i on) , Depar tm ent o f  Urban Managemen t / Phy s i c a l  P l ann ing ( e x c luding Env ir onme n t ) , Depar tme n t  of Works a n d  S up p l y  ( excluding S e cre tar i a t  
2 6 3 - 1 ) , Na t i onal We a t her S e rv ic e  ( 2 3 3 - 1 - 6 ) . 

" Loan s ,  Cap i t a l  Con tr ibu t ions to S t a tutory Au thor i tie s " : a l loc a t i on s  for comme r c i a l  s t a tu t ory author i t i e s  - E l e c t r i c i t y Comm i s s ion ( 2 9 1 - 1 8 ) , Air N iugini 
( 2 9 1 - 1 9 ) , Harbours Board ( 2 9 1 - 2 0 ) . 

" Cap i t a l  Work s " : Ca p i t a l  Works Pro gram ( 2 6 9 ) . 

"Main tenance Work s" : ma in tenance works ( 2 6 7 ) , minor p ower hou s e s  ( 2 6 8 ) . 

" Prov in c i a l  G r an t s  and F inanc ing" : spec i a l  approp r i a t i on s  f or de r iva t i on grant , min imum uncondi t i on a l  gran t , min ing and t imber roy a l t i e s ,  motor regis tra
t ion s ( 2 9 8 - 1 - l ) , p r ov inc i a l  and l oc a l  gov e r nment gran t s  ( 2 9 2 - 1 ) . 

" C omme r c ial p r oj e c t s " : app ropr i a t i on s  f or c ommer c ial inves tmen t s  ( e . g . Ramu Sug ar , Ok Te d i )  ( 2 9 4 ) . 

i •Debt S e rv i c e " : serv i c e  paymen ts on k i na l oa n s  and f o r e i gn currency loans ( 2 9 9 ) . 



Tab le Al8 Percentage S hare s i n  Budge t Expendi ture on Goods and Services , FY 1 9 7 5- 1984  

Y{�_Ju��-�-�-�-------� �-�----�---�-�----Yl�-Q����Q�r---------------�---· 

FY1Q75 FY.!.Ql§ IT.!.Q'.!1 1 97 8  1 97 9  1 980 1 98 1  1 9!!_? !Q� U!� 

Trans ferred func t i ons  1 8 . 6  3 . 0  - 0 . 1 
Po l i cy & admin i s t ra t i on 1 3 . 8  1 9 . 3  1 6 . 5  1 6 . 0  1 6 . 0  1 7 . 2  1 6 . 8  1 7 . 1  1 8 . 0  1 8 . 0  
Defence 1 . 6 4 . 7  4 . 2  4 . 2  4 . 1  4 . 4 3 . 8  3 . 9  4 . 3  4 . 8  
Civi l ian law and orde r 4 . 7  6 . 5  6 . 3  6 . 4  6 . 4  6 . 4  6 . 7  7 . 4  7 . 3  7 . 7  
Educa t i on 1 3 . 6  1 6 . 4  1 8 . 0  1 6 . 6  1 5 . 2  1 4 . 2  1 5 . 4  1 8 . 3  2 0 . 0  2 0 . 5  
Hea l th 5 . 2  3 . 9  6 . 9  7 . 2  7 . 2  7 . 2  7 . 4  7 . 9  8 . 4  8 . 8  
O ther c ommun i ty se rv ice s 3 . 0  3 . 5  3 . 8  3 . 4  2 . 7  2 . 3  3 . 1  2 . 6  2 . 3  2 . 2  
Primary indu s t ry 4 . 3  4 . 7 5 . 2  5 . 5  5 . 3  4 . 4 4 . 4  4 . 1  4 . 1  4 . 5  
Lands . mi nera l s , ene rgy 2 . 2  2 . 5  1 .  8 2 . 0  1 .  8 1 .  9 1 .  8 1 .  7 1 .  8 2 . 2  
Other e conom i c  oppor tun i t i es 1 .  6 2 . 3  2 . 2  3 . 2  3 . 0  3 . 6  5 . 4  3 . 7  4 . 5 3 . 7  
Transpo r t , inf ras t ructure . 

commun i ca t i on 8 . 5  9 . 2  9 . 2  8 . 0  7 . 3  5 . 9  6 . 1  6 . 0  4 . 2  4 . 2  
Loans , cap i ta l  con t r i bu t i ons  

N to statu tory author i t i es 5 . 2  4 . 6  4 . 7  3 . 4  4 . 8  3 . 3  3 . 6  3 . 6  1 .  7 1 .  3 VJ 
°' Cap i t a l  \\Urks 8 . 5  1 0 . 4  1 2 . 3  9 . 9  7 . 7  1 1 .  2 1 0 . 5  9 . 1  7 . 9 7 . 8 

Ma i n tenance works 7 . 9  7 . 8  7 . 7  6 . 8  6 . 1  6 . 1 4 . 8  4 . 8  5 . 6  4 . 9 
Provi nc i a l  grants  & fi nanc i ng . 1 . 1 l .  1 l .  0 7 . 3  1 2 . 4  1 1 .  9 1 0 . 3  9 . 8  9 . 8  9 . 4  

EXPEND I TURE ON GOODS & SERV I CES 1 00 . 0  1 00 . 0  1 00 . 0  1 0 0 . 0  1 00 . 0  1 00 . 0  1 00 . 0  1 00 . 0  1 00 . 0  1 00 . 0  

Prov i n c i a J  func t i ons  1 . 5 1 .  6 4 . 3  2 1 . 0  26 . 2  23 . 8  2 2 . 9  2 6 . 1  3 1 . 6 3 3 . 2  
Na t i ona l func t i ons 98 . 5  98 . 4  95 . 7  7 9 . 0  7 3 . 8  7 6 . 2  7 7 . 1  7 3 . 9  68 . 4  6 6 . 8  

Source : Tab le Al 7 .  
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Tab le  Al 9 Na t ion a l  Governme n t  R�venue . FY 1 9 7 5 - 1 9 8 4  ( K  mi l l i on) a 

Y.l�-�un�----------------- ________________________ Y.LLQ���!!!.Q�r. ____________________ 

ITl�l§ ITl.�7 6  IT1�7 7  1 97_? U!7 9 U!8 0  1 9 8 1  U!8 2  U!8 3  1 98 4 p  
D i re c t  t a xa t i on : 

i n d i v i dua l s  4 2 . 4  55 . 0  52 . 1  67 . 1  h 6 1 . 6 7 5 . 9 9 1 . 4  1 09 . 4  1 2 2 . 4  1 30 . 0  
c o moan i e s 2 8 . 5  24 . 4  28 . 1  4 9 . 2b 4 0 . 8  4 7 . 5  4 3 . 6  4 2 . 2  44 . 3  4 6 . 0  
d i v i dend wi thh o l d i n g  1 0 . 1  1 .  7 1 . 4  3 . 5  3 . 8  5 . 1  4 . 8  4 . 6 3 . 7  4 . 6  

Exc i s e  du t i e s 2 0 . 3  2 5 . 7  32 . 6  3 6 . 3  4 1 . 0 44 . 7  4 5 . 4  4 9 . 8  5 1 . 5  57 . 5  
I mpor t  dut i e s 2 9 . 7  2 9 . 6  35 . 3  4 1 . 7 4 8 . 0  54 . 5  63 . 7  7 7 . 6  88 . 4  1 03 . 0  
Expo r t  tax 1 .  1 2 . 1  6 . 5  6 . 1  8 . 3  9 . 6  4 . 5  4 . 5 4 . 9  1 3 . 5  
Other i nd i r e c t  tax c 1 0 .  4 1 1 . 2 1 2 . 2  1 4 . 5  1 7 . 6  1 5 . 9  1 8 . 2  1 8 . 1 2 6 . 3  3 3 . 5  
M . R . S . F .  drawdown 4 5 . 0  3 5 . 0  3 1 . 0  3 8 . 5  56 . 6  8 1 . 4 4 0 . 0  2 1 . 0  2 9 . 7 
Revenue from inve s tmen t s  1 4 . 8  1 .  9 2 . 2  2 . 6  7 . 5 1 5 . 4  2 . 6  8 . 8  1 5 . 4  1 7 . 0  
Other non- tax revenued 2 0  1 2 4 . 6  2 1 . 6 2 5 . 8 1 7 . 6  1 6 . 5  2 6 . 0  29 . 1 2 7 . 2  3 2 . 4  

TOTAL 1 7 1 . 6  2 2 1 . 2  2 2 7 . 0  2 7 7 . 8  2 84 . 7 34 1 .  7 3 8 1 . 6  3 84 . 1  4 05 . 1  467 . 2  

3Figure s re f er to a�t u a l  co l l ec t i on s c x < · e p t in 1 9 8 4  wh ere they  a r e revi s e d  e s t imate s .  
bl nc ome t ax c o l l ec t i on s  for indivi dua l s  and companie s re lat e t o  1 8  mon ths b e cause o f  t he change t o  ca lendar y e a r  f i s c a l 

year in 1 9 7 8 . 
cl nc ludes  motor  r e g i s t r a t ions , busi n c s �  and o ther l i cence fee s , land / t imbe r /mining  lease s , r oy a l t i e s . f i n e s . s t amp 

du t i e s  e tc . 
d lnc lude s sa l e s  o f  goods a nd serv i ce s . sundry rec e ip t s ,  r e n t a l  inc ome . e t c . 

Source : De p a r tme n t o f  Finance  E s t ima t e s ·m Revenue and .Expe n d  i turE_': ( annua  1 )  . 



Tab le A20 Mineral Re sources S tab i liza tion Fund Op erat ions , FY19 7 6-1984 (K mi l lion) 

Y/ E June J u l -Dec Y/ E December 

FY1 9 7 6  FY1 97 7  1 977 1 97 8  1 9 7 9  1 98 0  1 9 8 1  1 98 2  1 983 1 984p 

RECE I PTS 
Company tax 5 4 . 1  1 5 . 6  2 0 . 5  1 3 . 5  2 3 . 1  73 . 4  5 1 . 7 1 9 . 5  1 3 . 0  39 . 4  

D i v i dend w i thho l d i ng tax 3 . 1  3 . 0  1 . 1  2 . 7  6 . 0  1 2 . 7  6 . 4  2 . 4  3 . 8  5 . 2  

D i v i dends on govt equ i ty 5 . 0  5 . 1  2 . 0  4 . 6  1 0 . 2  2 1 . 4  1 0 . 7  2 . 3  5 . 7  7 . 6 

Other rec e i p t s  0 . 7  0 . 8  0 . 2  0 . 3  0 . 1  1 .  2 2 . 4  2 . 5  2 . 5  3 . 3  

Tota l r ec e i p ts 62 . 9  24 . 6  2 3 . 8  2 1 . 1  3 9 . 4  1 08 . 7  7 1 . 2 2 5 . 4  2 5 . 0  55 . 5  

PAYMENTS 
Payment to p u b l i c  acc ount - 4 5 . 0  -35 . 0  - 1 7 . 0  - 3 1 . 0  - 3 8 . 5  -56 . 6  - 8 1 . 4  - 4 0 . 0  - 2 1 . 0  - 29 . 7  

N END YEAR FUND BALANCE 1 7 . 9  7 . 5  1 4 . 3  3 . 4  4 . 3  5 6 . 3  4 6 . 1  3 1 . 8  35 . 8  6 1 . 6  
w 
00 

Roya l ty pa i d  to North S o l omons 
Provinc i a l  governmen t by B . C . L .  2 . 3  2 . 5  0 . 8  2 . 1  2 . 8  4 . 2  3 . 7  3 . 4  4 . 7  5 . 4  

Sourc e : Department of F i nan ce . 



Tab le A2 1 Inte rna t i onal Agenc� Conce s s i onal Loan Drawd owns , FY 1 9 7 5 - 1 9 8 4  (K mi l l ion )  

Y /E JUNE Y /E DECEMBER 

FY 1 9 7 5  FY 1 9 7 6  FY 1 9 7 7  1 9 7 8  1 9 7 9  1 9 8 0  1 9 8 1  1 9 8 2  1 9 8 3  1 9 8 4 p
a 

Wo rld  Bank 
{ 1 4 . 5  

6 . 3  5 . 0  1 .  0 5 . 4  1 .  3 1 . 1  2 . 0  8 . 2  1 6 . 9  
In te rna t i onal  Deve lopmen t Associa t ion 2 . 4  2 . 0  4 . 2  4 . 6  7 . 5 6 . 3  6 . 8  1 3 . 2  3 . 0  

As ian Deve l opmen t B ank 0 . 2  1 . 1  4 . 3  5 . 0  4 . 3  8 . 8  1 0 . 9  1 4 . 3  1 2 . 5  7 . 0  

Other : Europ ean Deve l opment Fund - - - - - - - 0 . 4 1 .  9 

European Commun i t ie s  - - - - - - - - - 0 . 5  
European Inve s tment B ank - - - - 1 . 6  - - 2 . 8  
Inte rnat i onal  Fund f or 

Agr icul t u ra l Developmen t - - - - - - - - - 0 . 5  
Kuwa i t  Fund f o r  Arab Economic 

Deve lopmen t - - - - - 0 . 3  - 0 . 2  
Kre d i tans tal t filr Wie de rausbau - - - - - 0 . 6  2 . 2  0 . 4  0 . 1  1 .  2 
Overseas  Ec onomic Cre d i t Fund - - - - 0 . 3 0 . 3  - - 4 . 5  

N 
l.U 

To tal  conce s s i onal loan drawdown 1 4 . 7  9 . 9  1 1 . 3 1 0 . 2  1 6 . 2  1 8 . 7  2 0 . 5  2 6 . 5  34 . 5  "° 35 . 5  

Budge t e s t ima ted d rawd own 2 0 . 6  1 3 . 6  1 2 . 7  2 0 . 9  3 3 . 3  3 2 . 9  3 4 . 8  3 9 . 7  4 1 . 0  4 2 . 0  

" S lippage" 5 . 9  3 . 7 1 . 1� 1 0 . 7  1 7 . 1  1 4 . 2  1 4 . 3  1 3 . 2  6 . 5  6 . 5  

aEs t ima te s f o r  1 98 4  exc lude K2 . 0  mi l l ion from Europ e an Inve s tment Bank and K6 . l  mi l l ion from Kre di tan s ta l t  filr W iede rausbau for 
Ok Te d i  f inanc ing . 

Source : Depar tment o f  Finance Es t imates  on Revenue and Expenditure ( annua l ) . 
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Tab le A2 2 Budge t Fin a n c i ng Summary , FY 19 7 5 - l 984 (K mi J l i on) a 

YLL!�!!�----------

Goods and serv i c e s  

Comme r c i a l  pro j ec ts 

Debt servi c e  

EXPEND I TURE T O  B E  F I NANCED 

l e ss  interna l revenue 

l e s s budge t supp o r t  grant s  

GROSS BORROWING REQUI REMENTS 

Comme r c i a l  Project  loan 
d rawdowns 

I n terna t ional agency concess iona l 

E,Y 1 91§ 

377 . 7  

1 .  0 

2 1  . 6  

4 00 . 3  

1 7 7 . 6  

1 56 . 3  

66 . 4  

1 . 0 

loan drawdowns 1 4 . 7  

General bor rowing 50 . 7  

IT!�'.!.§ 

368 . 0  

3 . 0  

58 . 0  

4 2 9 . 0  

2 2 1 . 2  

1 1 9 . 4  

88 . 4  

3 . 0  

9 . 9  

75 . 5  

MEMO I TEMS : PERCENTAGE OF EXPEND I TURE F I NAN CE D FROM : 

I n t e r n a l  revenue ( % )  44 . 4  

Budge t support grants ( % )  39 . 0  

Gross  borrowing requ i rements ( % )  1 6 . 6  

5 1 . 6 

27 . 8  

20 . 6  

FY1 977 

407 . 6  

29 . 8  

4 37 . 4  

227 . 0  

174 . 9  

35 . 5  

1 1 . 3 

24 . 2  

5 1 . 9 

40 . 0  

8 .  1 

1 97 8  U!� U!!!Q 

449 . 6  4 93 . 8  564 . 6  

4 4 . 7  4 3 . 8  7 . 9  

494 . 3  537 . 6  632 . 5  

277 . 8  284 . 7  34 1 . 7 

1 7 1 . 9 1 7 4 . 8  1 74 . 6  

44 . 6  78 . 1  1 1 6 . 2  

1 0 . 2  1 6 . 2  1 8 . 7  

34 . 4  6 1 . 9 97 . 5  

56 . 2  53 . 0  54 . 0  

34 . 8  3 2 . 5  27 . 6  

9 . 0  14 . 5  18 . 4  

Y/ E Dec�m=-"-b�e=r--·--�� 

1 98 1  1 982 U!� U!§.1 

6 1 2 . 4  6 1 9 . 3  6 2 2 . 7  67 1 . 1  

9 . 6  1 4 . 0  2 3 . 8  27 . 8  

7 0 . 9  99 . 0  1 33 . 9  1 3 1 . 8  

692 . 9  7 3 2 . 3  780 . 4  830 . 7  

3 8 1 . 6  384 . 1  405 . 1  4 67 . 2  

1 84 . 3  1 86 . 7  2 1 0 . 1  2 3 2 . 9  

1 27 . 0 1 6 1 . 5  1 65 . 2  1 30 . 6  

2 . 8  1 6 . 4  2 3 . 8  

20 . 5  2 6 . 5  34 . 5  35 . 5  

106 . 5  1 3 2 . 2  1 1 4 . 3  7 1 . 3 

55 . 1  52 . 5  5 1 . 9  56 . 2  

26 . 6  25 . 5  2 6 . 9  2 8 . 0  

1 8 . 3  2 2 . 0  2 1 . 2  1 5 . 7  

3
E xpend i tu re [ igure s  are from " re v i s e d  e s t ima te s" a s  in Tab l e  A l 7 , r e c e i p t s  f i gures a re a c tua l s  as  in Tab l e s A l 9  and A2 1 ,  and 

" ge n e ra l  b or rowing" i s  der ived as res i d ua l .  

S ou r c e :  De partme n t  o f  Finan ce E s t im? tes of  Revenue and E xpendi tu re ( annua l ) .  



Tab le A2 3 Balan c e s  o f  Pub l i c  Deb t Out s t an d ing at End of Year , 1 9 7 6-1984 ( K  mi l l ion ) 

1 97 6  1§!77 1 97 8  !J!7 9  1 980 1 98 1  1 98 2  !J!8 3  !J!84 

OVERSEAS BORROW I NGS : 

I nt ernat i ona l a �enc i es 6 2 . 8  69 . 4  7 7 . 4  88 . 4  1 00 . 7  1 24 . 4  1 5 1 . 9  2 1 6 . 2  268 . 7  
Commerc i a l  l oans 7 4 . 9  96 . 3  96 . 1  1 1 1 . 3  1 3 7 . 5  2 0 1 . 8  2 38 . 4  3 9 0 . 0  404 . 3  
Aus t ra l i an g overnmen t 3 0 . l  1 8 . 0  1 4 . 4  1 1 . 6 9 . 2  6 . 9  4 . 3  3 . 2  { 50 . 4  
Pr i va t e  trea ty l oans 67 . 1  7 1 . 4 6 5 . 1  58 . 9  56 . 8  56 . 8  4 8 . 9  5 1 . 0  

Sub- tot a l o ver seas 2 34 . 9  2 55 . 1 2 53 . 1  2 7 0 . 2  3 0 4 . 2  3 8 9 . 9  4 85 . 4  660 . 5  7 2 3 . 3  

DOMEST I C  BORROW I NGS : 

N Pr i va t e  t reaty l oans 55 . 8  5 3 . 5  6 2 . 2  85 . 9  94 . 1  7 8 . 3  7 4 . 8  8 9 . 0  1 2 1 . 7  
.p- Treasury b i l l s ...... 1 6 . 3  27 . 4  1 9 . 9  2 6 . 6  6 3 . 6  59 . 0  7 0 . 0  57 . 0  60 . 0  

Snec i a l  Bank o f  P ap ua New Guinea loans 5 . 1  5 . 1  1 5 . 1  2 9 . 0  1 8 . 5  1 7 . 0  1 5 . 5  

Sub- t o t a l  d omes t i c  7 7 . 3  86 . 0  97 . 2  1 4 1 . 5  1 7 6 . 2 1 54 . 3  1 60 . 3  1 46 . 0  1 8 1 . 7  

TOTAL PUBLIC DE B T  OUTSTANDING 3 1 2 . 1  34 1 . 1  350 . 2  4 1 1 . 8  480 . 4  5 44 . 2  6 4 5 . 7  8 0 6 . 5  905 . 0  

Sourc e :  Bank of Papua New Gu inea ��I!�rlY_�£Q�Q�i£_��ll�!i!_l ( va r i ous  i s s ues ) .  



N 
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Tab le A2 4 Te rm S tructure of Out s tand ing Ove rseas Pub l ic Deb t ,  1 9 7 6  and 1983 

As a t  30 . 6 . 1976  
P r i nc ip(!J Int�r_�s t 

Perc en tage of to ta l o u t s tand ing 
comm i tment s  payab l e  ove r s eas i n : 

l e s s  than 1 year 2 . 4  9 . 6  
l e s s  than 2 year s  5 . 0  1 9 . 1  
l e s s  than 3 years 9 . 7  2 8 . 2  
l e s s  than 4 yea rs 16 . 1  37 . 0  
l e s s  than 5 yea r s  2 2 . 5  45 . 2  
l e s s  than 6 yea r s  27 . 9  5 2 . 7  
l e s s  than 7 year s  38 . 7  59 . 7  

8 years and ove r 6 1 . 3  40 . 3  

Source : c a l cu l ated f r om Pub l i c  Debt Tab l e s ( Department of F i nanc e ) .  

As a t  
Pr i n c ipal 

3 . 4  
8 . 8  

1 3 . 5  
1 9 . 8  
3 1 . 3  
4 2 . 2  
5 1 . 0  

4 9 . 0  

5 . 1 2 . 1 98 3  
I nt e r e s t  

1 2 . 0  
2 4 . 9  
36 . 5  
48 . 3  
5 8 . 8  
6 7 . 1  
7 3 . 5  

2 6 . 5  



N 
� 
w 

Tab J e A?_� Consume r P r i c e  Inde x ,  Al l Gr��s_\i._�ighte d  �ban Ave rage . 1 9 7 2 - 1 984 ( 1 9 7 2 = 1 00)  

______________________ Y/ E_De£��Q�I------------------------------------------------

Consumer pr i ce ind e x  ( 1 977= 1 00 )H  
Change over  p revious year % 

um 

60 . 4  

U!� 

65 . 4  
8 . 3  

U!� 

80 . 5 
23 . 1  

U!l§ 

89 . 0  
10 . 6  

�1§ �TI �� U!� �!!-9 

95 . 8  1 00 . 0  1 05 . 8  1 1 1 . 9  1 25 . 4  
7 . 6  4 . 4  5 . 8  5 . 8  1 2 . 1  

!J!fil �!!.? 

1 35 . 5  1 4 3 . 0  
8 . 1  5 .  5 

1 983 �!!_1 p  

1 54 . 3  1 65 . 8  
7 . 9  7 . 5  

________________ YLLI!!!!�--------------------------------------

FY1 9 7 3  FY 1 9 7 4  FY 1 9 7 5  FY 1 9 7 6  FY 1 9 7 7  FY 1 9 7 8  FY1 9 7 9  FY1 98 0  FY 1 9 8 1  FY 1 9 8 2  FY 1 9 8 3  FY 1 9 8 4  

Consumer pr i c e  ind e x  ( 1 977 = 1 00 ) a 

Change over p revious  year % 
6 2 . 0  7 3 . 1  

1 7 . 9  
85 . 2  
1 6 . 6  

9 3 . 1  
9 . 3  

97 . 7  
4 . 9  

102 . 8  
5 . 2  

108 . 3  
5 . 4  

1 1 8 . 5  
9 . 4  

1 3 1 . 5  
1 1 .  0 

1 38 . 7  
5 . 5  

1 4 8 . 3  
6 . 9  

aln de x va lue s b e f o r e  1 9 7 6  ( c a l en dar year ser i e s )  and b e f ore FY 1 9 7 7 ( year end ing June ser i e s )  are ob tained  by sp l i c i ng t he s e r i e s  
pub l i sh e d  fC>rme r l y  wi th  base 1 9 7 1= 100 i n t o  c ur ren t ly pub l i she d se r i e s  w i t h  base 1 9 7 7 = 1 00 .  The reg imm and we i gh t ing s c heme was 
c hanged in 1 9 7 7 . 

Source : "tfa t i on a l  S t a t i s t i cal Office  Consume r Pri.c�--__!_�i_��� ( q uarter ly ) . 

1 6 1 . 2  
8 . 7  
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Tab le A26 Urb an �nd Ru ra l Mi nimum Wage s , 1 9 7 2- 1 9 8 4  

Y/ E Decembe r  

127.E 12D 127.1 127.§ 12'.I§ 1271 1 97 8  1 97 9  12!!Q 1 9 8 1  12� 12� 12!!1 

Mi n i mum u rban wa�e ( ki na per week ) 
Change ove r  p revi ous year % 

8 . 88 1 2 . 07 1 5 . 2 3 2 4 . 1 5 

3 5 . 0  2 6 . 2  5 8 . 5  

2 7 . 1 8 

1 2 . 5  

28 . 06 2 9 . 50 3 0 . 68 3 3 . 39 3 6 . 7 2 3 9 . 1 3 4 1 . 5 1 4 3 . 59 

3 . 2  5 . 1  4 . 0 8 . 8  9 . 9  6 . 6  6 . 0  5 . 0  

M i n i mum ru r a l  wage ( kina per week ) 
Change over p rev i ous y ear  % 

5 . 90 5 . 90 6 . 68 8 . 5 1  

0 . 0  1 3 . 2  27 . 4  

9 . 1 7 
7 . 7 

9 . 93 1 0 . 7 3 1 1 . 47 1 2 . 49 1 3 . 7 0 1 4 . 60 1 5 . 4 8 1 6 . 2 5 

8 . �  8 . 0  6 . 9  8 . 9  9 . 7  

Y/ E June 

6 . 6  6 . 0  5 . 0  

FY1 9 7 3  FY 1 9 7 4  FY 1 9 7 5  FY 1 9 7 6  FY1 9 7 7  FY 1 9 7 8  FY 1 9 7 9  FY 1980 FY 198 1 FY 19 82  FY 19 83  FY 1984 

M i n i mum u rban wage ( ki na per week )  
Change over  p r evi ous y ear % 

M i n i mum r u r a l wage ( ki na per week ) 
Chan�e ove r previous year / 

10 . 62 

5 . 90 

1 3 . 32 
2 5 . 4  

5 . 90 
0 . 0  

19 . 5 8 
4 7 . 0  

7 .  9 2  
34 . 2  

26 . 4 9 
35 . 3  

8 . 83 
1 1 . 5  

2 7 . 4 8 
3 . 7  

9 . 5 9 
8 . 6 

28 . 8 1 
4 . 8  

10 . 3 4  
7 . 8  

30 . 08 
4 . 4  

11 . 10  
7 . 3  

3 1 . 7 0 
5 . 4  

1 1 . 9 1  
7 . 3  

35 . 2 2 
1 1 . 1  

1 3 . 14  
1 0 . 3  

37 . 85 
7 . 5  

14 . 1 2 
7 . 5 

S ource : Ca lculated f rom seri e s  in C .  Co l c l ough and P .  Danie l  ( 19 8 2 )  Wage In c ome s and Wage Co s t s  i n  Papua New Guinea : 
c h a l lenges for adj us tme n t  d i s tr i b ut i on a n d  growth , Na t i ona l P lanning Of f i ce , p . 39 ( fo r  1 9 7 2  to 1 9 8 2 ) ; Bank 
o f  Papua New Guinea Quar ter ly E conomic Bul l e t i n  December 1984 I s sue , Tab le 10 . 2  ( f or 1983 and 1 9 8 4 ) . Wage 
f i g ures in  each year wer e  ca lculated by ave raging the f i gure s  f or ea ch mon th cove red by the r e levan t Minimum 
W a ge s  Board de te rmina tion . 

40 . 4 9 
7 . 0  

15 . 1 0 
7 . 0 

4 2 . 5 5 
5 . 1  

1 5 . 8 7 
5 . 1  



Tab le A27  Uni t  Value Index of Ma jor E xp ort  Commod i t ie s , 1 9 7 5- 1 984 ( average for 19 75-19 84=100) a 

1975 1 97 6  U!11 U!� 1 979 1 980 1 9 8 1  1 982 1 98 3  1 984 

Coffee 43 . 8  96 . 3  17 9 . 7  107 . 6  1 1 6 . 8 107 . 8  7 2 . 9  87 . 7  83 . 4  1 03 . 8  
Cocoa 53 . 8  73 . 1  1 7 2 . 0  135 . 9  1 26 . 6  94 . 6  7 1 . 7 65 . 2  92 . 0  1 1 5 . 1  
Copra 63 . 8  52 . 4  96 . 6  92 . 2  154 . 9  99 . 9  70 . 4  63 . 8  1 1 2 .  5 1 93 . 6  

Copra o i l  65 . 3  65 . 1  85 . 6  86 . 6  1 49 . 7  98 . 3  72 . 8  65 . 1  1 1 2  . 1  1 99 . 2  

Pa l m  o i l  76 . 7  70 . 7  99 . 9  1 05 . 3  1 1 9 .  2 1 02 . 5 92 . 2  80 . 5  87 . 0  1 66 . 1  

Rubber 66 . 7  90 . 9  98 . 3  89 . 7  1 2 2 . 6  1 3 1 . 3  1 05 . 9  84 . 9  1 1 1 . 7 97 . 9  

Tea 70 . 0  7 2 . 8  1 26 . 3  89 . 8  91 . 6  86 . 2  82 . 1  82 . 6  1 1 5 . 0  1 83 . 6  

Tuna 49 . 7  73 . 4  1 1 2 . 8  83 . 2  1 00 . 7  1 38 . 3  1 24 . 5  97 . 9  99 . 0  1 20 . 5  

Prawns 65 . 2  91 . 4  97 . 8  78 . 1  102 . 3  95 . 2  98 . 4  109 . 4  1 38 . 0  1 24 . 2  

Logs 50 . 0  56 . 2  7 1 . 7 7 2 . 2  1 1 7 . 9 1 30 . 2  1 1 3 . 1  1 25 . 2  1 1 6 . 6  1 46 . 9  

Lumber 72 . 0  73 . 4  80 . 8  72 . 7  87 . 4  1 03 . 6  1 1 4 . 6 1 29 . 3  1 30 . 0  1 36 . 1  

Woodch i ps n . a .  n . a .  45 . 2  56 . 8  79 . 9  1 20 . 0  1 20 . 5  1 24 . 0  1 22 . 9  1 30 . 6  

Copper 96 . 1  96 . 1  74 . 5  77 . 6  1 30 . 7  1 1 9 . 7 1 00 . 3  86 . 5  1 08 . 7  1 09 . 7  

Gol d  43 . 0  44 . 6  42 . 4  61 . 1  1 1 0 . 6  1 6 3 . 5  1 23 . 8  1 23 . 8  1 44 . 9  1 4 2 . 2  

London Me t a l  Exchange ( I ndex 1975  to 1 984 average = 100 ) : 
Copper 78 . 7  89 . 5  83 . 5  87 . 1  1 26 . 4  1 39 . 7  1 1 1 . 2 94 . 5  1 0 1 . 2  88 . 1  N 
Go l d  50 . 8  39 . 4  46 . 7  6 1 . 1  96 . 2  1 94 . 2  1 4 5 . 3  1 1 8 .  6 1 33 . 8  1 1 3 . 8  � 

V1 aTh e base of each index ( 100) is the average of the yearly average uni t value f . o . b . taken over the who le decade 1 9 7 5  to 1984 . 
Thus for e ach c ommod i ty an index grea t e r  than 100 indica tes that the p r i c e i s  above ( b e l ow) the average for the decad e . For 
woo d ch ip s the b a se is 1 9 7 7 - 1 984=100 . 

Sources :  Tab l e s  A l l , Al2 and Al 3 .  

Tab le A28 Exchanse Ra te s , End Year Mi d-Rates , 1 9 7 5 - 1 984 ( f ore ign c urrency uni t s  pe r  kina) 

U!7§ U!'.r§ um U!� 1979 1 980 1 9 8 1  1 982 1983 1984 

A$ 1 . 0000 1 . 1 335 1 . 1 565 1 . 2629 1 . 3 105 1 . 3 1 54 1 . 3029 1 . 3636 1 . 2 7 34 1 .  2 7 1 6  

US$ 1 . 257 1 1 . 2 3 1 4  1 . 3200 1 . 4530 1 . 4488 1 . 5531 1 . 4695 1 . 337 1 1 . 1 4 22 1 . 0703 

Yen 383 . 38 360 . 54 3 1 6 . 70 281 . 40 348 . 36 3 1 5 . 09 322 . 70 3 1 2 . 95 264 . 82 265 . 16 

D . M .  3 . 2 9 2 1  2 . 9027 2 . 7700 2 . 6506 2 . 5046 3 . 0495 3 . 3078 3 . 1 836 3 . 1 0 1 6  3 . 3 1 90 

Source s :  Bank of Papua New Gu i nea �rte r l y  Econ2�lf_!!�ll�t in ( va r i ou s  i s sues ) .  



Tab le A29  De t e nni na n t s  of the 'Money S uppl y (M3) , End Year Va l ue s . 1 9 7 6- 1 984  (K mi l li on)  

�� �11 �� �� �!!Q 1 98 1  �� �� �� p 

P r i vate sect or dome s t i c  cred i t  1 1 2 . 4  1 3 7 . 7  1 94 . 5  2 2 9 . 0  303 . 9  3 4 2 . 6  3 7 3 . 2  4 1 2 . 5  5 0 1 . 1  
Net domes t i c  cred i t  to government 1 7 . 6  3 . 5  1 3 . 3  35 . 0  1 5 . 0  4 3 . 5  7 1 . 1  4 . 9  - 1 9 . 2  

Sub- tota l  dome s t i c  1 30 . 0  1 4 1 . 2 2 0 7 . 8  264 . 0  3 1 8 . 9  386 . 1  4 4 4 . 3  4 1 7 . 4  4 8 1 . 9  

�et f�r e i �n assets of bank i ng system 1 7 4 . 8  3 1 2 . 3  265 . 0  353 . 9  274 . 9  2 2 1 . 8  2 05 . 0  3 20 . 6  3 6 9 . 5  

Other items ( net ) a -26 . 8  - 2 5 . 1  -23 . 8  -46 . 2  -40 . 7  -50 . 0  - 8 1 . 5  -88 . 4  - 1 07 . 9  

MONEY S UPPLY M3 2 7 8 . 0  4 28 . 4  44q . o  57 1 . 7  553 . 1  557 . 9  567 . 8  649 . 6  7 4 3 . 5  

S t a b i  1 i za t i on fond de pos i ts : 
7 2 . 6b 

Comme rc i a l  banks 3 . 0  2 1 . 4  37 . 2  5 1 . 5 53 . 7  4 7 . 2  39 . 7  4 2 . 2  

B ank o f  Papua New Guinea 0 . 3  49 . 4  68 . 4  96 . 3  102 . 4  9 1 . 0  9 0 . 7  83 . 3  80 . 3b 

B . C . L .  d�pos i  t s  4 8 . 5  65 . 5  �5 . 6  6 1 . 0  1 4 . 3  4 . 6  2 . 9  2 5 . 2  4 . 9 b 

N ADJUSTED MONEY SUPPLY M3 2 2 6 . 2  292 . 1  307 . 8  362 . 9  382 . 7  4 1 5 . 1 434 . 5  498 . 8  585 . 7  
.&:--
°" 

d110ther i terns" i s  a ba la .ic ing  i tem in t he mon e t a ry s urvey tah l e  compr i s in g  mainly  shareh o l ders' funds ( l i ab i l i ty ) and bank premi ses  ( asse t )  
f rom c ommerc i a l  ban k s  and  BPNG ba lance sh ee t s . A f t e r  1 9 7 8  t he Qua rte r l y Economi c Bu l l e t in inc lude s i t  as an o f f se t  t o  dome s t i c  c red i t , 
b u t  here i t  is tre a t e d  as a residua l . 

bAs at e n d  of November  1 984 . 

S ource : Bank o f  Pap ua New Gui nea Qua r�e r ly Economic B u l l e t i n  (var ious issue s ) . 



Table A 3 0  Commod i tz Industrz Board s and S tabilizat ion Fund s , End Year Ba lances and Inves tmen t s , 1 9 7 6 - 1 984 (K mil l ion) 

1.§!Z§ 1.§!1'.? !Q� 1 97 9  !Q!!Q !Q!!± !.§!� 1 983 1 98 4 P  

FUND BALANCES E N D  YEAR 

C o f f ee 6 . 8  4 6 . 4  6 3 . 6  8 3 . 8  94 . 9  90 . 3  9 2 . 1  85 . 3  8 2 . 8  

C o c o a  4 . 4 3 2 . 3  4 8 . 9  60 . 2  6 1 . 9 53 . 7  4 4 . 6  44 . 9  4 5 . 9  

C o pra ( h oard and f und ) 2 . 5  4 . 1  3 . 4  1 3 . 8  7 . 5  1 . 7 0 . 1  0 . 7  28 . 5  

P a l m  o i l  
- - 7 . 9 

TOTAL 1 3 . 7  82 . 9  1 1 5 . 9  1 5 7 . 8  1 6 4 . 3  1 4 5 . 7  1 36 . 8  1 30 . 9  1 6 4 . 5  

I XVESTMENTS END YEAR 

Commerr. i a l  bank d e oos i t s 3 . 0  2 1 . 4  37 . 2  5 1 . 5  53 . 7  4 6 . 2  39 . 7  4 2 . 2  7 2 . 6  

B ank o f  Papua New Guinea dep osi ts  O .  3 4 9 . 5  68 . 4  9 6 . 3  1 02 . 3  9 1 . 0  90 . 7  83 . 3  80 . 3  
PNG gove r nme n t  sec n r i t i e s  1 0 . 3  1 1 . 6  1 0 . 0  9 . 7  7 . 9 8 . 2  6 . 1  5 . 4  5 . 3  

N Other 0 . 4  0 . 3  0 . 3  0 . 3  0 . 3  0 . 3  
.i:--
......i 

S o u r c e : Bank of P a pua New Gu i nea Q!!��!��l�-�£Q�Q�i c_��ll�!!!.i ( va r i ou s  i s sues ) .  



Tab le A31 Commer c i a l  Bank Advances Ou tstand ing by Industry as of Novembe r ,  1 97 6-1 9 8 3  ( K  mi l l ion� 
!J!7 6  !J!TI !J!� 1 97 9  1 9 80 1 9 8 1  1 98 2  1 983 

Agr i c u l t u r e , f i sh e r i e s  1 1 . 1  1 3 . 9  2 2 . 8  30 . 4  3 5 . 7  4 2 . 3  5 1 . 0  6 1 . 5  

F o r e s trv 3 . 3  2 . 9 3 . 0  2 . 6  4 . 7  2 . 5  4 . 8  8 . 0 

Copper mi ni n g  a a 
Other mi n i ng , qua r r y i ng 3 . 6  1 0 . 2  1 5 . 1  9 . 2  7 . 4  9 . 5  1 5 . 6  

Eng i ne e r i n g , m e t a l  p r o c e s s i ng 2 . 3  1 . 9 2 . 0  5 . 1  7 . 0  8 . 6  7 . 9  5 . 9  

Food , d r i nk , toba c c o  4 . 9 4 . 0  4 . 9 5 . 6  8 . 9  9 . 3  1 3 . 2  1 7 . 0  

T i mber proc e s s i n g  8 . 0  8 . 1  8 . 5  6 . 1  3 . 3  5 . 2  3 . 9  5 . 5  

Other manufac tur i n g  3 . 0  2 . 5  3 . 9  4 . 8 6 . 7  7 . 0 7 . 0  1 3 . 2  

Transport , s to rage , c ommun i c a t i on 7 . 1  1 8 . 4  1 6 . 5  2 1 . 3  2 4 . 7  2 5 . 7  2 5 . 2  2 8 . 3  

F i nance 7 . 4 5 . 6  5 . 8  7 . 7  9 . 3  3 . 4  2 . 5  8 . 5  

Who l es a l e  trade 6 . 5  1 4 . 1  2 4 . 7  2 0 . 2  2 5 . 7  { 8 3 . 6  2 9 . 3  2 2 . 1  
R e ta i l  trade 1 3 . 1  1 7 . 6  2 7 . 6  2 9 . 9  36 . 8  6 2 . 7  6 1 . 1  

Bu i l d i ng & cons t ru c t i on 8 . 8  4 . 7  9 . 8  1 0 . 5  1 5 . 4  1 9 . 0  2 4 . 6  2 3 . 8  

Other bus i n e s s  8 . 9  1 1 . 8  1 9 . 5  2 4 . 8  4 1 . 0  4 7 . 5 5 2 . 4  6 9  . 3  
Sub - tota l bus i n e s s  84 . 5  1 09 . 1  1 5 9 . 3  1 84 . 1  2 2 8 . 4  � 6 1 . 5  2 9 3 . 9  339 . 8  

N 
,,i:... N at i on a l  government 4 . 5  3 . 7  3 . 9  1 . 8 1 .  7 2 . 2  1 .  8 
00 P ro v i nc i a l  gove rnment 0 . 2  0 . 1  0 . 3  0 . 5  0 . 4  0 . 5  0 . 5  1 . 6 

Loc a l  governmen t l . 6 1 . 1  0 . 7  1 . 4  1 .  4 1 .  4 1 . 9 1 .  5 

Sub-tota l government 1 .  8 5 . 8  4 . 7  5 . 8  3 . 6  3 . 6  4 . 6 4 . 9  

Advance s  f o r  hou s i ng : 
- c i t i z ens 0 . 5  0 . 5  0 . 9  1 . 6 2 . 2  { 5 . 4  { 5 . 6  { 8 . 4  
- non-c i t i z ens 2 . 0 1 . 5 2 . 0  2 . 2  2 . 0  

Other per s ona l loans 9 . 6  1 0 . 0  1 1 . 0  1 2 . 6  1 5 . 8  1 6 . 6  1 8 . 4  2 3 . 0  

Sub-t o t a l  p e r s on s  1 2 . 1  1 2 . 0  1 3 . 9  1 6 . 3  2 0 . 0  2 2 . 0  2 4 . 0  3 1 . 4  

Non-prof i t  organ i z a t i ons 2 . 1  1 . 1  1 . 4 1 .  9 2 . 8  4 . 0 7 . 9  6 . 9  

TOTAL RES I DENT BORROWERS 1 00 . 5  1 2 8 . 0 1 . 3  20 8 . l  2 5 4 . 8  2 9 1 . 1  330 . 4  383 . 0  

aTable excludes loans of K60 mi l l i on to Bougainvi l le Copper Limi ted that  were 
repaid in 1 9 7 8 .  

Source : Bank of Papua New Guinea Quarterly Economic Bullet in ( various i ssues ) . 



Tab le A32 Gross New and I n c r e a sed Le nd ing Commi tmen t s  b �  Indu s t r�
a

, Papua New Gu inea 
Deve lopment Bank and Comme r c i a l  B a nks , 1976- 1983  (K mi l l i on )  

U!Z!? 1 97 7  1 97 8  1 97 9  1 980 1 98 1  1 98 2  1 983 

PNG DEVELOPMENT BANK 

Agr i c u l ture , f i sh i ng , f or e s try 2. 1 2 .  6 6 .  7 6 .  9 1 1 .  0 1 4 . 9 5 . 3  1 1 .  2 

Ma nufa c t u r i ng 1 .  0 0 . 8  0 . 3  0 . 5  0 . 6  0 . 5  0 . 8  0 . 1  

Transpo r t , storage , commun i c a t i on 3 .  7 4 .  2 6 .  3 3 . 8  4 . 3  3 .  7 1 . 1  2 . 1  

Co11merc e ,  f i nance 1 .  8 1 .  8 2 . 1  2 . 1  2 .  2 2 .  7 0 . 6  3 . 3  

Bu i ld i ng , cons truc t i on 0 .  2 0 . 6  0 . 4  0 . 7  0 . 3  0 .  2 0 . 1  

Other bu s i ne s s  1 .  9 3 . 6  1 . 8  2 .  2 2 . 9  2 .  5 1 . 0  1 .  8 

TOTAL DEVELOPMENT BANK 1 0 . 8  1 3 .  5 1 7 .  6 1 6 . 2  2 1 . 4  24 . 5  8 . 9  18 . 8  

COMMERC I�LM�!i§ 
Agr i c u l ture , f i sh ing , f or e s t ry . . . .  1 9 . 2 1 5 .  7 2 5 . 4  1 4 . 7 27 . 1  1 8 . 8  

N Manu f a c t u r i ng . . . .  7 . 0 1 1 .  3 1 1 . 8  1 1 . 6  1 9  . 8  20 . 5 
� 
l.O Transport , s t o r age , commun i c a t i on . . . . 5 .  0 1 6 . 8 9 .  4 4 . 8  5 . 8  1 4 . 7 

Commerce
b

, f i m r nce . . . . 27 . 8 53 . 9 58 . 2 37 . 6 35 . 1  74 . 9 

Bu i l d ing , con s t ruc t i on . . . . 4 . 4  8 . 3  1 2  . 0  4 . 8  7 .  2 1 1 . 5 

Other b u s in e s sc . . . .  3 1 . 4  22 . 2 29 . 5  25 . 1  34 . 9  6 1 . 5  

Loca l , P ro v i nc i a l , n a t i ona l g ovt . . . . 1 .  0 2 . 1  2 . 5  1 .  8 1 . 6 1 .  9 

Hous ing 1 oans to persons . . . . 1 .  7 2 .  5 4 . 0  2 .  5 2 . o  6 . 0  

Other persona l l oans . . . .  1 0 . 5  9 . 6  1 4 .  4 9 .  2 8. 5 1 3 .  6 

Al 1 o ther loans . . . .  1 . 9 3 . 1  5 . 0  4 .  2 7 .  2 8 . 3  

TOTAL COMMERC IAL BANKS . . . .  1 09 . 9  1 4 5  . 5  172 . 2 1 1 6 . 3  149 . 3 2 3 1 . 7 

a
Canc e l l ed or reduced c ommi tme n t s  are not inc luded in t h i s  Tab l e . 

b
lnc lude s c oc oa and c o f f e e exp o r t e r s .  

c
lnc lude s m i n i ng and q u a r r y ing . 

Sou r c e : Bank of Papua New Guinea Quar t_er l y  Ec onomic Bu l l e t in (var i ou s  i s sue s ) . 



Tab le A 3 3  Pop u l_a t i_'?_� �-�e_.__2��"._l?.-�!:_�_!:_��-n sh�L_Cen s u��a . 1 9 8 0  

Age group 
C i t i zens Non- c i t i z ens ( years ) 

��r����------------�l��---�---------f�����----�--------��Q����� Ma les  Females 

Number Per c e n t  N umber Per  c e n t  Number P e r  c e n t Numb e r  Per  c ent Numbe r  P e r  ce n t Numb e r  P e r  c e n t  ----- ----

Al 1 ages 2 , 97 8 , 057 1 00 . 0  1 , 557 , 07 7  100 . 0  1 , 4 20 , 980 100 . 0  32 , 670 1 00 . 0  1 8 , 595  1 00 . 0  1 4 . 075 1 00 . 0  

0-4 468 , 93 1  1 5 . 7  244 ' 1 07 1 5 . 7  224 , 824  1 5 . 8  3 , 691 1 1 . 3 1 , 88 2  10 . 1  l , 809 1 2 . 9  

5 -9 4 2 9 , 998 1 4 . 4  223 , 77 5  1 4 . 4  206 , 2 23 1 4 . 5  3 , 979  1 2 . 2  2 , 058 1 1 . 1  1 , 92 1  1 3 . 6  

1 0- 1 4  384 , 61 3  1 2 . 9  203 , 308 1 3 . 1 1 8 1 , 305 1 2 . 8  2 , 322 7 . 1  1 , 1 54 6 . 2  1 , 1 68 8 . 3  

1 5 - 1 9  302 , 7 29  1 0 . 2  1 67 , 046 1 0 . 7  135 , 683 9 . 5  951  2 . 9 533 2 . 9  4 1 8  3 . 0  

2 0 - 2 4  256 , 003 8 . 6  1 3 4 , 944 8 . 7  1 2 1 , 059 8 . 5  1 , 82 1  5 . 6  1 , 02 4  5 . 5  797 5 . 7  

N 2 5-29 2 1 5 , 66 9  7 . 2  1 1 0 ' 959 7 . 1  104 , 7 10  7 . 4  3 , 923  1 2 . 0  2 , 079  1 1 . 2 1 , 844 1 3 . 1  
V1 
0 3 0 -34 208 ' 166 7 . 0 1 03 , 874 6 . 7  104 , 2 92  7 . 3  5 , 167 1 5 . 8  3 , 02 2  1 6 . 3  2 , 1 4 5  1 5 . 2  

3 5 -39 146 , 699 4 . 9  7 5 , 576 4 . 9  71 , 1 2 3 5 . 0  3 , 7 9 1  1 1 . 6 2 , 30 7  1 2 . 4  1 , 484 1 0 . 5  

4 0-44 1 4 5 , 265 4 . 9  7 4 , 544 4 . 8  70 , 72 1  5 . 0  2 , 625 8 . 0  1 , 730  9 . 3  895 6 . 4  

4 5 -49 1 1 3 ,  504 3 . 8  58 , 567 3 . 8  54 , 937 3 . 9  1 , 534 4 . 7  994 5 . 3  540 3 . 8  

5 0-54 1 1 3 . 1 8 1  3 . 8  58 , 253 3 . 7  54 , 928 3 . 9  1 , 251  3 . 8  830 4 . 5  4 2 1  3 . 0  

5 5 -59 84 , 00 5  2 . 8  43 , 1 1 2  2 . 8  40 , 893 2 . 9  765 2 . 3  483  2 . 6  282 2 . 0  

6 0 -64 63 , 0 1 6  2 . 1  33 , 8 1 6  2 . 2  29 , 200 2 . 1  429 1 .  3 257 1 .  4 1 7 2  1 .  2 

6 5-69 26 , 94 9  0 . 9  1 4 , 448  0 . 9  1 2 . 501  0 . 9  2 2 2  0 . 7  1 4 1  0 . 8  8 1  0 . 6  

7 0-74 1 3 , 249 0 . 4  7 , 505 0 . 5  5 , 7 44 0 . 4  1 1 1  0 . 3  60 0 . 3  5 1  0 . 4  

7 5  & over 6 , 080 0 . 2  3 , 2 43 0 . 2  2 , 837 0 . 2  8 8  0 . 3  4 1  0 . 2  47  0 . 3  

S ourc e : Nat i onal Stat i s t i ca l  Of f i ce.  
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Table  A34 Employment by Ind u s t r y  Group , 1 9 7 6- 1983
a 

( numbe r  o f  pe r son s )  

1 97 6  �TI �� 1 97 9  1 9 80 1 9 8 1  

Pr i mary i ndustry 4 7 5 92 50764 5 1 305 5 1 909 53294 5 5 1 06 

M i n i ng & q uarrying 4 5 2 7  4 6 5 2  4 8 3 1  4 9 1 5  5 0 4 3  5426 

Manufact u r i ng 1 8032 1 8 7 1 9  1 9 8 8 1  22 34 1 24 1 7 0  25209 

Bu i l d i ng and construc t i on 1 0963 1 2 695 14 930 1 6876 1 8 802 23503 

Transport and storage 6285 6800 8745 9520 9880 9317 

Commun i c a t i on 2 1 9 2  2205 2330 2384 2400 2534 

F i nance and property 2 7 1 5  3 2 6 7  3 4 0 6  3485 3550 3873 

Commerce 1 4 2 8 1  14882 1 8044 1 8894 20367 2 1 569 

Pu b l i c  au thor i t i e s  n . e . c .
b 

2 9 2 4 1  28076 2950 1 30085 3 0 2 8 6  3 1 98 2  

Commun i ty s oc i a l  a n d  b u s i ne s s  s e rv i c e s  286 08 26793 3 1 95 2  32484 32750 38645 

Amusement s ,  hote l s , etc . 4 2 1 1 4 1 4 7  4 4 1 5  4 5 1 6  4680 4942 

Dome s t i c  h e l pers 1 200 1 0600 9452 1 1 047 1 2 667 1 3 376 

Tota l a l l  s ec tors 1 8 0647 1 83600 1 98592 208456 2 1 7894 235482 

a
For 1 97 6 - 1 98 2 , f igur e s  are for June . For 1983 f igures are for Mar ch . Fi gure s  inc lude 
c i t izen and non- c i t i zen emp loyment .  

b
Pub l i c  author i t i e s not e l sewhere c la s s i f ied  ( n . e . c . )  include s a l l  governmen t dep a r tment s  
exc e p t  Educa t i on , He al t h ,  Pr imary Indu s try , t he Admin i s tra t ive Col lege , Teacher 
Educ a t ion Scholarship Hol d e r s  and the Teaching Service C ommi s s i on .  

Sources :  C .  Colc lough and P .  Danie l ,  Wage Income s and Wage Cos t s  in Papua New Guine a ,  
Na t i onal P l anning O f f ice , 1 98 2 . Tab le 4 . 8 ,  p . 9 4 f or the years 1 9 7 6- 1980 . 
Nat i onal P l anning O f f i c e  comp u t a t ion f or the years 1 9 8 1 - 1 98 3 . 

1 98 2  1 98 3  

4 7 1 65 4 354 1 

7 7 06 8 0 1 8  

23590 2 2 8 4 1  

1 6696 1 2 936 

7 697 7845 

3667 2 3 1 1 

3909 4056 

207 1 3  20 57 1 

30 1 65 2 9 1 65 

40643 39857 

4 6 6 1  4507 

1 2 6 1 6  1 2 1 9 8  

2 1 9 2 2 8  207846 
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Tab le A35 Loca l i za t i on in the Pub lie  ��rv1=_��,__EY_!_�7 6-:-l 9 8 5  
a (numb e r  o f  p e rsons ) 

Na t i ona l sta f f : 

Na t i ona l de par tmen t s / func t i on s  
P r o v i nc i a l  depar tmen t s / func t i on s  
Tota l nat i ona l s t a f f  

Expa t r i a te sta f f : 

Nat i ona l de pa r tmen t s / func t i ons 
Prov i n c i a l  depar tmen t s / func t i ons 
To t a l  expa t r i at e  s t a f f  

A l l sta f f : 

Nat i ona l d�partment s / fun c t i on s  
Prov i nc i a l  depar tmen t s / func t i ons 
T o t a l  pub l i c  serv i c e  s t a f f  

Na t i ona l s t a f f  as % of tota l 

FY1 �76 

. . 

. .  

43028 

. . 

. .  
6 7 3 1  

. .  

. .  

4 9 7 5 9  

86 . 5  

1 97 8  

. . 

. . 

4 4 7 4 8  

. . 

. . 
4994 

. . 

. . 

4 9 7 4 2  

90 . 0  

1 97 9  1 980 1 9 8 1  

30922 3 1 7 1 0 3 0 7 8 6  

1 5 2 6 6  1 6565 1 97 1 2  

4 6 1 8 8  4 8 2 7 5  50498 

3865 3940 3676 

8 8 3  647 554 

4748 4587 4 2 3 0  

3 4 7 8 7  35650 34462 

1 6 1 4 9  1 7 2 1 2  2 0 2 6 6  

5 0 9 3 6  5 2 8 6 2  5 4 7 2 8  

90 . 7  9 1 . 3 9 2 . 3  

a
The table r e f ers to e s t imated staf f at the beginning o f  the budget  year indica ted . 

1 98 2  

29505 

1 9804 

49309 

2 9 4 1  

6 0 8  

3549 

3 2 4 4 6  

204 1 2  

5 2 8 5 8  

93 . 3  

I t  exc lude s 
app roxima t e ly 1 0 , 000 day labourers  and all c ommerc ial and non-c ommerc ial s tatutory au thor i t ie s  
and ins t i tu t ions . 

Sour c e : Depar tment o f  Finance Es t ima tes on Revenue and Expendi ture (annual) . 

1 98 3  1 98 4  1 98 5 p  

2 4 8 3 6  2 5 2 1 9  2 5 7 90 

2 1 54 8  2 3 1 9 2  2 3 9 0 9  

4 6 3 8 4  4 84 1 1  4 9 4 9 9  

2 42 1  2 4 4 2  2 3 7 0  

6 8 8  607 6 2 7  

3 1 09 3049 2 9 97 

2 7 2 5 7  2 7 6 6 1  28 1 60 

2 2 2 3 6  23 7 9 9 2 4 5 3 6  

4 9493 5 1 460 5 2 6 9 6  

93 . 7  94 . 1  94 . 3  



Table A36 Papua New Guinea , Compar i s ons w i t h  Other Coun trie s ,  c l 98 0 - 1 9 8 2  

Poi!u l a t i on 
Average Annual G r owth Percentage P r i mary Secondary Area in 

o f  s c h o o l  schoo l thousand s  L i f e 
From From U . S .  workforce enro l ment en r o l ment o f  square expec tancy 
Wor l d  Bank Dept . of i n  rate rate k i l ometres a t  
e s t i mates Commer c e  agr i c u l ture b i r th 

Mid-1982 1980-2000 1980 - 1 985 1 980 1981 1981 
m i l l i on s  2er cent � c e n t  p e r  cent per cent per cent 

Papua N e w  Gu i nea 3 . 1  2 . 2  2 . 8  82
b 

65 1 3  462 53b a c 
7 0C F i j i  0 . 7  2 . 0 2 . 0  44 85 18 6 1  

Low I nc ome Coun t r i e s  2266 . 5  1 .  7 . .  72 94 34 29 , 097 59 
- exc l ud i ng I nd i a  & C h i na 5 4 1 . 3  2 . 9  . . 73 72 19 16 , 248 5 1  
M i dd l e  I ncome Count r i es 1 1 58 .  3 2 . 2  . .  46 102  41  43 , 03 1  6 0  
- Lower 669 . 6  2 . 4  . . 56 101  34  20 , 952 56 
- Upper 488 . 7  2 . 1  . . 30 104 5 1  2 2 , 079 65 
ASEAN : 

I nd on e s i a  152 . 6  1 .  9 2 . 1  58 100 4 0  1 , 91 9  5 3  
Tha i l and 48 . 5  1 .  9 2 . 0 76 96 29 5 1 4  63 
Ph i l i pp i n es 50 . 7 2 . 1  2 . 5  46 1 1 0  63  300 64 

N Ma lays i a  1 4 . 5  2 . 0  2 . 2  50 92 53 330 67 V1 
S i ngapore 2 . 5  1 . 0 1 .  2 2 1 04 65 1 7 2  v..> 

Low I ncome Coun t r i e s  
- Ben in 3 . 7  3 . 3  3 . 0  46 65 18 1 1 3 4 8  
- Togo 2 . 8 3 . 3  3 . 0  67 1 1 1  3 1  57 47  
- S i e r ra Leone 3 . 2  2 . 4  2 . 6  65 39 1 2  72 38 
Lowe r Midd l e  I ncome Coun t r i e s  

L i be r i a  2 . 0  3 . 5  3 . 2  70 66 20 1 1 1  54 
Zamb i a  6 . 0  3 . 6  n . a .  67 96 1 6  753 51 
Honduras 4 . 0  3 . 1  3 . 6  63 95 30 1 1 2  6 0  
Z i mbabwe 7 . 5  4 . 4  3 . 4  60 1 26 1 5  391 56 
Camer oon 9 . 3  3 . 5  2 . 6  83 1 07 1 9  475 5 3  
N i c a ragua 2 . 9  3 . 0  3 . 8  39 1 04 4 1  130 58 
Guat ema l a  7 . 7  2 . 6  2 . 8  55 69 1 6  1 09 60 
Paraguay 3 .  1 2 . 3  2 . 7  49 102 26 407 65 

Upper M i dd l e  I ncome Coun t r i es 
Uruguay 2 . 9  0 . 7  0 . 3  1 1  1 2 2  70 1 7 6  73 
I s rael 4 . 0  1 . 6  1 .  7 7 95 74  2 1  74  
Hong Kong 5 . 2  1 . 4 1 .  7 3 106 65 1 7 2  

a
La s t  f ive yea rs . 

b
l 9 7 6 . 

c
From age group s , 1 9 7 6 . 

I 
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Tab le A 3 6  Papua New Guines , Comparisons wi th O ther Coun t r ie s , c . 19 8 0-1 9 8 2  ( c on_tdl_ 

GNP Pub!!f_�!!��!_Q�!_Q!!!_�tand!!!.S Ba l ance of  
per  Average Average paymen t s  -
capi ta annua l annua l �-�-f�rcen t�o f�� cu r ren t 

per capi ta rate of  account 
growth inf l a t i on GNP Expor t s  ba l ance 

1 982  1 98 2  1 9 8 2  1 9 8 2  
1 98 2  1 96 0 - 1 982 1 97 0 - 1 982 US$  mil l ion US $ mi l l i on 

Debt 
ser v i ce 
pay111en t s  a s  
a percentage 
of expor t s  

1 982 

�-�������-----��-�$-� ____ p e�����-.-£�E-���----�--------- ---E� �-��E! __ 2�!-��B! _______________________ ��I -���!_ ___ _ 

Papua New Gu i nea 820  2 . 1  8 . 5  
F i j i  1 . 950 3 . 2  9 . 1  
Low I ncome Countr i es 280  3 . 0  1 1 . 5 
- e xc lud i ng Indi a & Ch i na 2 5 0  1 . 1  1 1 . 7  
M i d d l e  I ncome Coun t r ies  1 . 520 3 . 6  1 2 . 8  
- L ower 8 4 0  3 . 2  1 1 .  7 
- U pper 2 . 4 90 4 . 1  1 6 . 4  
ASEAN : 

I ndone s i a  5 8 0  4 . 2  1 9 . 9  
Tha i land 790 4 . 5  9 . 7  
Phi l i pp i nes 820 2 . 8  1 2 . 8  
Ma lays ia  1 . 8 60 4 . 3  7 . 2  
S ingapore 5 , 9 1 0  7 . 4 5 . 4  

Low I ncome Coun t r i e s 
- Ben i n  3 1 0  0 . 6  9 . 6  
- Togo 340 2 . 3  8 . 8  
- S i erra Leone 390 0 . 9  1 2 . 2  
Lower Midd l e  I ncome Countr i e s  

L i be r i a  4 90 0 . 9  8 . 5  
Zambi a  640 -0 . 1  8 . 7  

Honduras 660 1 .  0 8 . 7  
Z imbabwe 850 1 . 5 8 . 4  

Cameroon 890 2 . 6  1 0 . 7 
N i caragua 920  0 . 2  1 4 . 3  
Gua tema l a  1 , 1 30 2 . 4  1 0 . 1  
Paraguay 1 . 6 1 0  3 . 7  1 2 . 7  

Upper Midd l e  In come Coun t r i e s 
Uruguay 2 , 650 1 . 7 5 9 . 3  
I srae l  5 . 090  3 . 2  5 2 . 3  
Hong Kong 5 , 340 7 . 0  8 . 6  

a l 9 7 8 . 
b l 9 7 9 . 

7 4 8  
2 2 5 . 8  

1 8 , 42 1  
6 , 206 
8 , 836 
7 . 6 7 1  
1 , 4 23  

556  
8 1 9  
370 

641 
2 . 38 1  
1 . 385  
1 .  221  
1 .  9 1 2  
2 . 8 1 0  
1 . 1 1 9  

9 4 0  

1 , 82 9 
1 4 , 900 

2 6 7  

33 . 1  
2 5 . 4  
1 8 . 9  
28 . 7  
24 . 5  
2 7 . 2  
23 . 2  

2 1 . 1  
1 7 . 4  
2 2 . 5 
30 . 5  
1 0 . 0  

5 7 . 5  
1 04 . 5  

29 . 8  

68 . 1  
6 6 . 3  
53 . 2  
1 9 . 1  
2 6 . 8  

100 . 1  
1 3 . 0  
1 6 . 1  

20 . 2  
6 4 . 6  

1 . 0  

85 . 4  
2 8 . 7  

8 2 . 6  
8 9 . 4  

1 7 6 . 4  
6 5  . 1  

6 . 8  

6 2 . 5  
1 55 . 7  
1 24 . 2  

1 20 . 7  
n . a .  

2 1 1 . 8  
1 84 . 2  
1 9 1 . 6  
6 9 2 . 1  

99 . 9  
2 8 4 . 8  

1 7 8 . 8  
2 9 7 . 0  

1 .  3 

-487  
- 1 86 

- 7 37 
- 1 . 1 4 4  
- 3 . 356 
-3 , 4 4 5  
- 1 . 27 8  

- 7 1 a 

- 1 5 2  
- 1 58 

-79  
- 2 5 2  
-228  
-706  
- 5 2 5  

1 80 b 

-379  
-388  

-235  
- 2 , 103 

10  

9 
1 0  
1 7  
1 7  
1 7  

8 
8 

1 3  
5 

2 1  

5 
1 7  
1 9  

9 
1 6  

7 
1 0  

1 3  
2 1  

0 
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Tab l e  A36 Papua New Guinea , Compa r i s ons w i t h  Othe r  Countrie s ,  c l 9 8 0- 1 9 8 2  ( c on t d )  

Government Goods and Gross As a percentage of Budget Expend i ture of the 
current non - f ac to r  dome s t i c  Conso l i dat ed Centra l Government - 1 9 8 1  
expendi ture expor t s  inves tment Genera l 
as a as a as a admi n i s t ra t i on 
percen tage percen tage percen tage regu l a t i on 
of GNP of GDP of GDP Cap i ta l  Econom i c  n . e . c .  and 

1 98 1  1 98 2  1 98 2  expend i ture Educa t i on Hea l th services research 
per cent __per:�-- Qt::r c e nt per cent per cent per cent pe r cent �en.t._ 

Papua New Gu i nea 39 . 8  36 29 1 1 .  8 1 7 . 7 9 . 1  4 6 . 5  2 .  3 
F i j i  3 1 . 3 2 5 . 5 33 . 6  2 8 . 3 1 9  . 4  7 . 5  38 . 7 2 .  3 
Low I ncome Coun t r i e s  1 5 . 4 9 24 
- exc l ud i ng I nd i a  & China 1 7 . 6 1 3  1 1  
M i dd l e  I n c ome Coun t r i e s  24 . 5 2 3  24 
- Lower 2 0 . 8  2 0  2 3  
- Upper 2 0 . 6  24 24 
ASEAN : 

I ndone s i a  27 . 3 22 2 3  5 1 . 6  7 . 9  2 . 5  2 9 . 4  3 . 1  
Tha i land 1 8 . 5 2 5  2 1  2 3 . 6  2 0 . 6  4 . 9  2 2 . 4 0 . 1  
Ph i l i pp i nes 12 . 8  1 6  29 32 . 6 14 . 1  5 . 0  55 . 3  5 . 4  
Ma l ays i a  40 . 8  5 1  34 . .  1 5 .  9 4 .  4 2 8 . 9 1 .  7 
S i ngapo r e  2 5 . 2 1 96 46 2 1 . 1  1 0 .  7 7 . 1  1 5 .  2 5 . 5  

Low I nc o11e Coun t r i e s  
- B e n i n  n . a . 30 3 7  . .  2 0 . 4  5 . 6  2 0 . 8  4 . 4  
- Togo 35 . 3  2 8  2 6  1 2 .  6 5 . 6  43 . 5  
- S i erra L eone 2 7 . 2 1 4  1 2  24 : 6d 1 1 .  9a 4 .  l a 2 5 . 5a 
Lowe r Midd l e  Income Coun t r i e s  

L i be r i a  33 . 7 4 6  2 2  ?.0 . 4  1 5 . 2 7 .  2 2 9 . 9 
Za11b ia n . a .  27 17 1 1 . 9 6 . 1  59 . 6  
H onduras n . a .  27 16 35 . 7a 1 5 . 3a 8 . 5a 3 1 . sa 1 .  5 
Z i mbabwe 3 1 . 3 27 5 .  2 1 9 . 4  6 . 9  , 1 9 . 4 
Cameroon 2 1 . 6 3 1  2 5  4 1 . 4  7 . 4  4 . 0  1 0 .  0 2 .  2 
N i c aragua 30 . 2 1 5  1 9  

37 � od 
1 1 .  6 14 . 6  20 . 6  . .  

Gua t ema l a  1 6 .  2 1 5  1 4  1 2  . 6a 7 . 6a 35 . Sa 1 .  Sa 
Paraguay 1 0 .  7 8 2 6  . .  1 1 . 8 4 . 5  1 9 . 0  2 . 6  

Upper M i dd l e  I ncome Coun t r i e s  
Uruguay 24 . 4 1 5  1 5  1 2 .  0 7 . 3  3 . 1 1 3 .  9 0 . 3  
I s ra e l  7 8 . 4  37 21 . . 32 . 2 1 .  8 . .  0 . 0  
H ong Kong n . a .  1 0 0 2 9  

a l 9 7 8 . 

Sourc e s :  P a r l iament o f  F i j i ,  Report on the Census of Populat i on 1 9 7 6 , Volume I I I  S o c i a l  and Economic Chara c t e r i s t i c s , P a r l i ament ary 
Paper No . 44 o f  1 9 7 9 . US Bureau of the Census , Wo r l d  Populat ion 1 9 8 3  - Recent Demographi c  Est imates f o r  t h e  Coun t r i e s  and 
�!__�����!i. Wa shington , D . C .  1 98 3 .  Wo r l d  Bank , _!ig_r ld De�!_�e:!?_�e po rt l��. Oxford Un ivers i t y  Pre s s , Washington , 
D . C .  1 9 84 . Interna t iona l Mone t a ry Fund Gove rnmen t F inance S t a t i s t i c s  Yearbook , Vo l ume VI I ,  1 9 8 3 ,  Wa shington , D . C .  1 9 8 3 . 
World Bank _ii_q_�!_d Ta b l e s  Th i rd Edit ion , Johns Ho p k in s  Unive r s i t y  Pr e s s , Ba l t imore , 1 9 8 3 . 



Chart A 1 I nd ices of Nom ina l  and Real Effect ive K i n a  E xchange R ates Based on Var ious 

We igh ts, 1 975-M arch Quarte r 1 984 ( D ec. quarter 1 977= 1 00) 
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Sources: I n ternational Monetary F u nd ,  I nternational F inancial  Statistics, and staff est imates. 
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- l ocal ent repreneurs 1 9 , 4 3 , 44 

bus operations 1 59 

capital f l ight 26 
capital-intens ive 63 , 1 38 
capital works 58 , 6 3 , 65 
cardamom 1 08 
cash crops 43 , 7 9 
cash income 4 1 , 43 , 7 3  
cat tle 
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clima t i c  cond i t ions - agricul tural product ion 7 7  
clothing 42  
coas t al shipping 1 6 1  
cocoa 5 , 6 , 85-89 , 93-98 

- improved plant s and material s  6 
- management as s i s tance 6 
- prices 37  
- rehabilitat ion of old  trees  6 
- sell ing 38 

Cocoa Indus try Board 6 , 8 , 9 6 , 97 , 1 1 9 
coconuts - see copra 
cof fee 5-6 , 90-9 3 

- Arabica 90 
- cherry form 9 3 , 94 
- d isease 93  
- householder sales 6 , 4 1  
- improve management 6 
- increased research 6 

260 



- prices 37  
- production 5 , 6 , 90-93  

replacement of ag eing plants 6 
- Robusta 90 

Cof fee Indust ry Board 9 2  
Commit tee of Enquiry 1 4 9  
Commi t tee on Educat i on S t rategy 1 7 5 
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- services 1 4 , 1 7 2 , 1 83 
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f inancial 
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- resources 3 , 20 
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- pol icy 4 , 1 9 , 5 4-58 , 6 3 
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f i sheries 7 , 8 , 8 1 , 1 1 5- 1 1 6 
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- policy 7 2 ,  73  
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- produc t i on 4-5 , 2 1 , 7 1 -83 
- res earch 2 1  
- shortage 4-5 , 7 4 

foreign aid 1 7 , 30 , 46 , 1 9 9-205 
foreign exchange 20 , 1 1 3 , 1 28 , 1 5 1 , 205 
foreign inves tment 1 8-20 , 30 , 205-207  
foreign voluntary agencies 1 7 , 204 
Fore st  Indus t ries Council 7 , 1 1 5  
f o res t  products 7 , 1 1 1 - 1 1 5  
fuelwood 1 44 
furni ture product ion 9 , 6 1 , 1 2 6- 1 2 7 , 202 

gast ro-intestinal d i seases 1 66 
General Orders 1 6 , 1 9 8 
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goat s 82 
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government 
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- democratic 3 , 26 
- effi ciency 20 
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- expendi ture 4 , 26-2 7 , 55-57 , 58 , 6 3 , 65-6 7 , 1 84 
- inves tment s 1 1 , 66 , 1 5 3- 1 54 
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provincial 1 6 , 20 
- policies 20 , 53-68 
- publ ic service 1 6 , 1 7 , 20 , 30-3 1 , 1 94- 1 98 
- reforms 20 , 30-3 1 , 1 9 4- 1 98 
- regulati ons , procedures 30-3 1 
- research to improve f ood product i on 5 , 8 , 2 1 , 1 1 9- 1 2 0 
- revenue 27 , 5 5 , 5 7 
- statut ory authorit ies 1 1 , 1 47 - 1 50  
- t rans fer of power to provinces 1 6 , 46-4 7 , 1 89  
- use of resources 20 , 66 

Gove rnment Regulations Advisory Commit tee 1 8 1  
" grass roots" proj ect s 1 7 , 204 

Harbours Board ( see Papua New Guinea Harbours Board ) 
"hard currency" policy 53-54 , 62-63 , 6 5 , 1 32 
Hargy Oil Palm 1 1 , 1 47 
heal th 2 1 , 1 65- 1 6 7 , 1 85- 1 86 

- aides 1 6 5 , 1 66 
- care 1 3 , 1 6 7 , 1 8 5  
- cl inics 1 4 , 1 6 5 , 1 66 
- servi ces 42 , 1 65- 1 67 

Higaturu Oil Palm Pty Ltd 1 4 7 
Highlands Highway 1 59 
highways 1 59- 1 60 ( see also roads , transport ) 
Home Ownership Scheme 1 55 
ho spi tal s 1 65- 1 6 6  
housing 1 5 , 42 , 1 7 9- 1 82 

- f inance 1 5 , 1 5 5 , 1 80- 1 8 1  
hunting 7 2  
hydro-electricity 1 0 , 1 42 - 1 4 5  ( see also electricity)  

Il imo Farm Product s  1 53 
impo rts  4 , 9 , 4 7 , 1 28 

- f ood 5 , 7 5 , 7 6 , 82-83 
- levy 4 , 66 , 6 7 
- pri ces 47  
- sub s t i tutes 4 , 20 , 66-67 , 82-8 3 , 1 28- 1 2 9  

independence 
- economic 33  
- monetary 26-56 

Independence , background 25-26 
indexation , see wages 
Indosuez Niugini Bank Limi ted 1 5 2  
indust ry 1 8 , 30 

- development 1 3 2 
- high labour co s t s  63-64 
- inves tment 18  
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- labour saving 4 , 6 3-64 
- production 1 9  

inf lat i on 
- Papua New Guinea 4 , 26 , 2 7 , 2 9 , 54 , 59 , 62 , 1 32 
- world 3 , 2 6 , 29 

infras t ruc ture 4 , 8 , 20 , 30 , 58 , 6 3 , 1 1 3 , 1 1 4 , 1 2 1 , 1 3 1  
Ins t i tute o f  National Af fairs 1 9 , 30 
Insurance Act 1 54 
insurance companies 1 2 , 1 54 
intere s t  

- rates 1 28 , 1 5 1  
- subsid ies 1 55 

internal rate of return 
- ports  1 6 1  
- road s 1 60 

internal revenue 4 , 1 9 
international cable links 1 3 , 1 64 
International Cocoa Organization 93  
Internat ional Coffee  Agreement 9 2  
Internat ional Coff ee Organi zation 9 2  
International Development As sociation 82 , 1 0 1  
Internat ional Labour Organizat ion 1 83 
Int ernational Planned Parenthood Federat ion 1 7 2  
Internat ional Women' s Year 1 83 
investment 1 1 , 1 2 , 1 9 

- f o reign 1 7- 1 8 , 205-207 
- public 1 1 ,  1 6  

Inve s tment Corporat ion 1 1 , 1 53 - 1 54 
Inve s tment Corpo rat ion Fund 1 5 3 
inve s t or s , foreign 7 , 1 9 , 49 , 96 , 1 05 , 1 1 1 , 1 1 5  

Japanese finance 1 60 
j obs - see employment 
Juha 1 0 , 1 40 ( see al so pe troleum) 

Kenne cot t 1 40 
kina 4 , 20 , 2 7 , 53-54 , 6 2-63 , 6 5 , 1 3 2 

- kina for kina proj ects  205 
Korea 203 
kwila 1 26 

labour 
- availabil i t y  6 2  
- high c o s t  of 4-9 , 6 2 , 1 05 
- produc t ivity 7 , 29 , 6 2 , 1 38 
- s aving techniques 4 , 94 , 1 07 - 1 08 
- t raining 202 

Ladolam 1 39 ( see al so gold ) 
lamb consumpt ion 83 
land 

- policy , admini s t rat ion 20 , 30 , 1 2 1 - 1 2 2 , 1 26 
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- problems 8 , 9 , 1 5 , 30 , 49 , 9 6 , 1 2 1 - 1 2 2 , 1 26 , 1 80 
- regis t rat ion of cus tomary 20 

Land s Department , see Department of Land s 
law and order 3 , 1 9 , 30 , 1 28 , 1 32 
leased-back clan land 90  
leasing , f inance companies 1 5 2  
Levers Solomons Limi ted 102  
levy , cus toms 66-67 
life expectancy 1 3 , 40 , 4 1 , 1 6 6 
Lihir Island 1 39 ( see also gold ) 
l i teracy 1 7 5- 1 7 6  ( see also educat ion ) 
l ives tock 5 , 82-83 ( see also cat tle , pigs ) 
living standard s 1 8 , 28 , 33 , 40-42 
loans societies 1 53- 1 54 
lobster indus t ry 7 , 1 1 7 
logs 7 , 38 , 1 1 1 - 1 1 5  

maintenance 
- roads  1 60 
- works 58 , 63 

malaria 1 3 , 1 6 6 , 1 85  
malnutrition 4 0-4 1 , 7 3 , 1 68 , 1 85 
management , foreign inves tment 1 8  
manufacturing 4 , 8-9 , 68 , 1 25- 1 32 

- employment 49 , 68 
- export s 1 29 
- policies 1 3 1 , 1 32 
- prospects 9 , 1 30 , 1 3 1  

market 
- access  1 3 1  
- dome s t i c  9 , 1 3 1  
- faci l i t ie s  5 , 6 , 7 6-7 7 
- gardening 5 , 7 6- 7 7  
- manufacturing 1 2 9  

market ing 
- foreign investment 1 8  
- produce 1 88 

meat 5 , 82-83 
Medium Term Development Program 1 7 , 204 
Med ium Term Development S trategy 1 7 , 66 , 108 , 1 38 , 1 52 , 204 
metal 

- f abricated 8 , 1 2 5 
- prices 3 6 , 49 

micro-wave communicat ions 1 3 , 1 64 
midwif ery 1 67 
migrat ion 42 , 79 , 80 , 1 7 1 , 1 82 
mi litary , the 26  
Mineral Resources Stabi lization Fund 1 1 - 1 2 , 2 7 , 29 , 56-57 , 1 35 , 1 5 1  
minerals 9- 1 0 , 2 7 , 40 , 56 , 1 35-1 40 
mines 49 ( see al so Bougainville , Ok Ted i ) 
Minimum Uncond i t ional Grants 1 89 , 1 90  
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Minimum Wages Board 59 
mining , f or eign inves tment 18 
Mining and Petroleum Sectoral Commit tee 1 38 
Min i s t ry of Environment and Conserva t ion 1 7 2 
Mini s t ry of Heal th 1 7 2  
Mi sima 1 3 9- 1 40 ( see al so gold ) 
monetary independence 26 
mortality 1 3 , 2 1 , 40 , 4 1 , 1 6 6 , 1 68 , 1 86 
Mount Isa Mine s Limi ted 1 39 
mutton consumpt ion 86 

Nat ional Broadcas t ing Commis s i on 1 6 3  
National Council  o f  Women 1 8 3 
Nat ional Development Fund 1 9 3  
Nat ional Deve lopment St rategy 1 3 7 , 1 63 , 1 7 2 , 1 7 9 , 1 80 , 1 8 3  
Nat ional Executive Council  1 48 , 1 49 
Nati onal Food and Nut r i t ion Policy 7 2 , 80 
Nat ional Hous ing Commis s ion 1 7 9 - 1 80 
Nat ional Inves tment and Development Authority 1 8 , 206 
National Nut rit ion Survey 185  
Nat ional Provident Fund 1 5 3 , 1 5 6 
Nati onal Publi c  Expendi ture Plan 7 2 , 7 3 , 1 80 , 1 84 , 1 9 5 
Nat ional S t at i s t i cal Off ice 80 , 1 70 
Nat ional Urbani zation Plan 1 80 
New Zealand 1 44 
Niugini Lloyds International 1 52 
Niugini Mining 1 40 
non-budge t-support aid 6 5 , 1 99-200 ( see al so budget-support  aid ) 
nutrit ion 1 4 , 2 1 , 7 7-8 1 , 1 68 , 1 85 

Oak 1 2 6  
Of f i ce of  Informat ion 1 6 3  
Ok Ted i 9 , 26 , 49 , 56 , 64 , 1 3 7 , 1 38 , 1 3 9 
oil palm 5 , 6 , 8 7 , 1 02- 1 05 
OPEC Development Fund 1 4 1  
open-pi t  mining 1 40 ( see al so gold ) 
orderlies , heal th care 1 6 7 
Organi c Law of 1 9 7 7  1 89 
Overseas Development Group 28 
overseas study , ret raining 20 1 -202 
ownership 

- expatriates , f oreigners 4 3-45 , 94 , 1 00 
- land 49 
- nat ionals 43-4 5 , 9 4 

palm oil 6 , 38 , 87 , 1 02- 1 05 ( see also oil palm)  
Papua New Guinea Banking Corporat ion 1 4 7  
Papua New Guinea Harbours Board 1 4 7 , 1 5 9 , 1 6 1  
Papua New Guinea Shipping Company 1 3 , 1 6 1  
pers onnel 

- experienced 1 7 , 1 9 , 20 1  
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- management 1 6 , 1 9 
- secondment f rom ove rseas 1 7 , 20 1  

pes t s  and diseases 2 1  
petroleum 1 0 , 1 40- 1 4 1  

- Gulf  o f  Papua 1 0 , 1 40 
- Juha 1 0 , 1 40 
- prospect ing licences 1 0 , 1 40 , 1 4 1  

Phil i ppine s 203 
pigge ries 5 , 82 
Placer 47 , 1 39- 1 40 
Plant ation Red i s t ribut ion S cheme 8 , 20 , 90 , 94 , 97 , 1 00 , 1 07 , 1 1 9 , 1 2 1 - 1 2 2 
plantations 

- agr i culture 8 
- d i sposal of 8 
- employment 4 , 49 
- rehabilitat i on 8 , 1 2 1  

plywood 1 1 1  
pneumonia 1 66 
pol icy 

- economic 3 , 4 , 20 
- making 28 , 29 
- nat ional 2 7  
- social 3 
- currency , exchange ( see also f i s cal and wage policy)  

pol i t i cal stabi l ity 3 
poli t i c s  and women 1 8 7 - 1 88 
populat ion 1 4 , 2 1 , 1 68- 1 7 3  

- control 1 4 , 1 7 1 - 1 7 3 , 1 86 
- growth 1 4 , 1 5 , 3 4 , 3 5 , 7 7 , 1 68- 1 7 1 , 1 7 9  

Porgera 1 39 ( see al so gold ) 
Port Moresby Bus Company 1 5 4  
por t s  1 2  

- development 1 6 1  
P o s t  and Telecommunicat ion Corporation 1 1 , 1 4 7 , 1 48 , 1 63 , 1 64  
pos tal network 1 64 
poultry indus t ry 5 , 8 1 , 83 
power tar if f s  1 42- 1 4 3 ( see also elec tricity)  
prawn indus t ry 7 , 1 1 5 , 1 1 6 , 1 1 7  
pres s , the 20 , 1 6 3  
price cont roller , Department of Finance 1 6 2  
p rices 

- commod i t ie s  4 , 50 , 5 1 , 5 3 
- energy 1 4 1 , 1 4 2 
- exports  1 8 , 3 6-39 
- imports 50 
- mineral s 1 39 
- stab i l i ty 33 , 50 , 5 1  

private sector 4 , 20 , 2 1 , 30 
" procurement-t ied aid" 1 99 
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product ion 
- e s t ates 5 , 86 , 90 , 94 , 9 5 , 1 00 , 1 0 1 , 1 0 4 , 106  
- large-scale 86-88 , 9 5 , 96 
- smallholder 5 , 6 , 86-88 , 9 2 , 9 4 , 9 5 , 96 , 107  

product ivity 4 , 29 , 1 27 
Program Management Uni t  1 6 , 1 80 , 1 8 1 , 1 9 7  
" proj ect aid" 1 9 9- 200 
proj ects  

- aid 203  
- "grass  root s "  1 7 , 204 
- smallholder 8 2 , 2 05  

protect ionism 3 , 9 , 30 , 80-8 1 , 83 , 1 28- 1 2 9 
protein 5 
provident fund s 1 2 , 1 5 3 
provinces 

- autonomy 1 89 
- d i s t ribution of wealth 3 , 5 , 88-89 
- dupl icat ion of respons ibility 1 9 1  
- expendi ture 1 9 2  
- f inancial performance , control 1 9 3 , 1 94 
- government fund s 1 89 
- government s 1 6 , 58 
- managing development programs 1 9 3 

Provincial Execut ive Counc il  1 89 
pub li c  admini s t ration 1 6  
Public Finances (Management ) B i l l  1 985 20 , 1 98 
public sector 3 0 , 49 , 54-55 ( see also government ) 
public service 1 6 , 1 94- 1 9 8 

- locali zation 1 95- 1 96 
- pl anning and management 1 9 4- 1 9 6  
- reform 1 6 , 1 98 

Public Service Board 202 
Public  S ervice Commi s s ion 1 6 , 1 9 3 , 1 9 5 , 1 9 7  
public services 1 8  
Public Service Savings  and Loans Socie t ies 1 53 
Public Services (Management ) Bill  1 985 20 , 1 98 
pyrethrum 1 08 

rabies 1 66 
rad io l inks 1 3 , 1 6 3 , 1 6 4 
Ramu Sugar Company 80 , 1 2 9 , 1 4 7  
recruitment o f  foreigne rs 1 7 , 1 9 6 
ref inery , oil 1 43 
refore s tat ion 7 , 1 0 , 1 1 4 , 1 1 5 
ref orm of publ i c  service 1 9 7- 1 9 8 
Reg i s t rar of Saving s and Loans Societ ie s  1 5 3 
rehabi li tat ion/ redevelopment of t ree crops 9 2 , 9 4-9 6 , 1 00- 1 0 1 , 1 0 7 , 

1 2 1  
remi t t ances from relat ives 4 1  
Renison Goldf ields Corporat ion 1 39 
Report on Law and Order 1 9  
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reserves , internat ional 46  
Resources and Inve s tment Finance Limi ted 1 5 1  
revenue 

- dome s t i c  54-56 
- generation 1 6 , 4 5 
- internal 4 , 30 
- rais ing 1 8 , 65-67 

Revised Nat ional Forest  Pol icy Whi te  Paper 1 1 3- 1 1 4  
ribbed smoked sheet ( rubber)  1 0 7 , 1 08 
rice 80 , 8 1 , 203 
road s 5 , 1 2- 1 3 , 42 , 7 8 , 1 59 - 1 60 , 1 62  ( see al so transport , 

inf ras t ructure ) 
rosewood 1 26 
rubber 5 , 6 , 1 06- 1 08 
rural 

- dependence on fuelwood 144  
- economy 7 1 -83 
- gap between rural and urban 3 
- hous ing 1 80 
- income 42-43 
- output 5 
- roads 5 

satellite 1 6 3  
savings associations 1 2 , 1 53 
savings societies  1 53 
sawmills  1 26 
sawn t imber 1 1 3 
Scandinavian countries 203 
s chools , see education 
secondment of personnel from abroad 1 7  
s eednut s ,  coconuts 1 0 1  
self-hel p  hous ing scheme 1 7 9 
self-reliance 3 , 1 8- 1 9 , 27 , 3 3 , 4 4-46 , 5 1 
services , equal distribut ion of 33 
sheep indus t ry 82 
shipping 1 3 ,  1 6 1  
ski lled , trained persons 3 , 9 , 1 8 , 1 9 , 29 , 45 , 1 30- 1 3 1 , 20 1-203 
s ocial services 1 4- 1 5 , 30 , 1 6 6- 1 7 1  
soil condi t ions , agricul tural product ion 7 7  
s olar energy 1 44 
South Eas t As ia Commonwealth Cables ( Seacom) 1 6 4  
Special i s t  Commi t tee on F i s cal Re lat ions 1 89 
staffing as s i s tance , secondment 1 7 , 202 
statutory authorit ies 1 1 , 58 , 1 47-1 50 
S te t t in Bay Lumbe r Company 1 47 
s tunting ( in chi ldren) 1 68 
sugar product ion 80 
Superannuat ion Fund 1 56 
superannuation fund s 1 5 3 
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Taiwan 203 
tax conces s ions , energy 1 4 3 
taxes 4 , 1 9 , 65-67 
tea 5 , 6 , 37 , 1 05- 1 06 
teachers 5 , 66 , 1 7 5 , 202 ( see al so educat ion , t raining ) 
techni call y  specif ied rubber 1 08 
technology 

- assistance 1 9 , 202 , 203 
- foreign inves tment 18 

Telecom Aus tralia 202 
telegraph network 1 64 
telephone servi ces 1 6 4  
television 1 4 , 1 63 
telex network 1 4 , 1 6 4  
terms of trade 36 , 4 7 , 48 , 54 , 6 5 
terms of t rade index 4 7  
" t ied-aid" 1 9 9 , 200 
timber 

- demand for 7 
- hardwoods 7 
- process ing 7 , 1 2 6 
- products 9 , 1 1 5 , 1 26 

t raining 3 , 1 3 1 , 1 33 
- of public servant s 1 6  

transport 1 2 , 1 3 , 28 , 42 , 58 , 6 3 , 1 0 1 , 1 25 , 1 59- 1 6 2  
tribal unrest 25 , 26 
tuberculosis  1 3 , 1 6 6 
tuna indus try 7 , 1 1 5- 1 1 7  

UNDP 143  
unemployment 4 , 1 7 1  ( see al so employment ) 
Uni ted Nati ons Declaration of an International Women' s  Year 1 8 3  
Uni t ed Nat ions Family Planning As sociat ion 1 7 2  
University of  Papua New Guinea 1 74 
University of Technology 1 7 4  
urban 

- hous ing 1 7 7 - 1 8 2 
rural compar i s ons 43 , 6 3 , 64 

veneer 1 26 
venereal disease 1 3  
Village Economic Development Fund 1 9 4 , 1 9 5  
vil lage s 

- cash cropping 42 
- l iving s tandards 3 , 28 , 4 1 , 42 
- proj ect s 205 

voluntary agencies 1 7 , 205 
volunteers , foreign 1 7  

2 7 2  



wages 3 , 4 , 9 , 20 , 2 9 , 4 3 , 49 , 5 3 , 63-64 , 6 7-68 , 1 26 , 1 30 , 1 38 
- exemption from minimum wage leg i s lat ion 4 
- fixing sys tem 4 
- linkage to cos t  of living index 4 , 53 , 65 , 66 , 69 , 70 
- policy 4 , 2 9 , 49 , 6 3-64 , 6 7-68 
- produc t ivity based 4 

warfare 1 7 1  ( see also law and order ) 
water supply 1 3- 1 4  

- contaminat ion 1 6 7 - 1 68 
weevil ,  pollenat ing 1 04 
Wes tpac Banking Corporat ion 1 52 
women 1 5- 1 6 , 1 8 3- 1 88 

- in agri cul ture 1 84- 1 85 
- in educati on 1 5 , 2 1 , 1 86 , 188  
- government 1 87 
- health and nutrit ion 1 8 5  
- and income 1 86 
- organi zat ions 18 6 
- parliament 1 5 , 1 86 , 1 87 
- pol icy 1 88 
- and populat ion control programs 1 5 , 2 1 , 1 8 6- 1 8 7  
- pregnancy 1 68 , 1 86 
- publ ic  service 1 5  
- water supply 1 6 7- 1 68 

wood chips 1 1 1 , 1 1 4 
World Bank 1 6 , 43 , 1 52 , 1 7 7 , 1 9 7 , 1 9 8 , 204 
World Bank Petroleum Exploration Technical As s i s t ance Proj ect 1 4 1  
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