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At the Th ird Waigani  Seminar in May 1 9 69 ,  one of t he two i s sue s  f or 
di s cus s ion was the d eve l opment o f  ind igenou s  bus ine s s  ent erpr i s e  in 
Me lane s ia . l Much  intere s t ing informat ion emerged , e s pe c ial ly in re la­
t ion t o  Papua-New Guinea , ind icat ing that t he pre s ent le gal s truc ture -
whi ch in the c ommerc ial f ield has been adopted almos t from 
Aus tral ia - i s  not ideal ly suited to the ne ed s of Papua- New Guinea . 
Thre e o f  the papers g iven are reproduced here; they revea l three s id e s  
o f  t he problem, as  s e e n  by an admini s trator , an e conomi s t  and an 
acad emic lawyer . 

Mr O 'Connor , Deputy Reg i s trar o f  C ompanie s in the Of f ice  o f  the 
Reg i s trar-Genera l , shows how l i t t le impac t the patterns of We s tern 
lega l s truc ture s have had on the inve s tment b ehav iour o f  Papuans and 
New Guineans . Hi s paper i s  not conje c tura l . I t  doe s not put forward 
any the or ie s . It l i s t s  exi s t ing fac t s . Out s ide  the Gazelle and High­
land areas there are pract ically no regi s t ered ind igenou s  c ompani e s . 
Of equal signi ficance i s  t he fact that the growth rat e  o f  indigenous 
inve s tment in Papua-New Guinea ' s  deve lopment has b een poor . I t  i s  my 
view that i t  wil l  remain poor until t he s tructure prov ided by the l egal 
s y s tem co incide s  more clo s e ly w i th t he behav iour pat t erns of  the would­
b e  Papuan and New Guinean inve s t or s . The law mu s t  take acc ount o f  
the ir s oc ial  more s and the ir me t hod s o f  rai s ing f inance i f  they are t o  
p lay the ir proper part i n  the deve l opment o f  Papua-New Guinea . 

Dr Eps t e in ' s  chapter i s  c oncerned with t he t raining and educat i on o f  
ind igenous bu s ine s smen and w ith the prob lems they face in f inding appro­
priate inve s tment opport uni t ie s  and in organ i s ing bus ine s s  vent ure s . 
One o f  the maj or d i f f icu l t ie s  fac ing t ho s e  who hope t o  deve l op bus ine s s  
enterpr i s e  among the ind igenous pe ople  i s  the ab s ence o f  re levant educa­
t i on and exper ience . The average ind igenous s torekeeper knows l i t t le 
o f  acc ount ing pract i ce s , no thing o f  s t ock control and s ome t ime s has 
very l it t le ar ithme t ic . He d oe s  not appre c iat e the need t o  a l l ow for 
hidden co s t s , f or depre c iat ion on fixed a s s e t s  and l o s s on peri shab l e s. 
Dr Ep s t e in s ugge s t s t hat s ome o f  the se  d i f ficu l t i e s  might be  overcome 
i f  ind igenou s entrepreneur s  were ab le t o  obtain exper ience o f  bus ine s s  
prac t i ce in o ther c ountrie s .  Thi s  would exp o s e  t he ind igenous bus ine s sman 

1 See Append ix , p . 4 7 , f or a c omp l e te l i st of paper s pre s ented at t h i s  
s eminar . 
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t o  the format of  b us ine s s  ent erprise  in more deve l oped areas  and at the 
same t ime give him prac t ical educat ion in it s met hod s. 

My c oncern in the las t chapt er i s  to analyse  the re levance of pre sent 
lega l f orms t o  the deve l opment o f  ind igenous bus ine s s  ent erpr i s e , and 
to  s ugge s t  s ome tentat ive leg i s lat ive improvement s. Leg i s lati on should 
be  geared t o  t he need s o f  the s e  enterpr i s e s  and should be cal cu lated t o  
f o s ter them. Th i s  i s  c learly not the pre s ent case. From Dr Eps t e in ' s  
chapter it can be  s een that ind igenous ent erpri s e  lacks both inve s tment 
out le t s  and educat ion , and Mr O 'C onnor make s it  c lear that ind igenous 
enterprise  has not ad opted the pre c once ived f orms out s iders have cho s en 
for i t  and i s  not prepared t o  comp ly with the s e  f orms. I am sat i s f ied 
that much of  the bus ine s s  enterpri s e  carried on in Papua-New Gu inea 
t oday i s  c ontrary to the pre s ent law , not becau s e  of  the nature of t he 
bus ine s se s  carried on bu t b e cause the enterpr is e s  are in a form whi ch 
fai l s  t o  c omp ly wi th  the f ormat laid d own by Aus tralian l e g i s lat ion re­
enacted in Papua- New Guinea. 

Ind igenous bu s ine s s  wi l l  f l our i sh in thi s country i f  bu s ine s s  venture s 
can b e  f ound which are ac ceptab le t o  t he local peop le and i f  legal re­
c ogn i t i on can be g iven to the de  fac t o  f orms of organisat ion which they 
read i ly and natural ly ad opt. Thi s  is not t o  say that We s tern f orms o f  
c orporate s truc ture d o  not  have a part t o  p lay in the deve l opment o f  
Papua-New Guinea. There may be a t ime i n  the future when the company 
law s tructure o f  the Uni ted Kingd om or of Aus tra l ia wi l l  b e  perfe ctly 
appropr iate  to Papua-New Guinea 's need s. Today , h owever , the c ountry 
i s  in a s tate o f  trans i t i on. That trans i t ion wi ll b e  much smoother i f  
we d o  n o t  expect  a l l  the c once s s ions i n  re lat ion t o  law and legal f orms 
to be one way. Enf orc ing ab s o lute adherence t o  We s tern forms at this  
s tage i s  not on ly fu t i le , i t  i s  positive ly regre s s ive. 

Gerard Nash 



Chap ter 1 

by A . J . O 'Connor* 

The main aim of t his  chap ter is t o  make avai lab le from official 
re cord s materia l  concerning indigenous group ent erpris e . The s e  are 
maintained f or the informa tion of the pub l ic under the Compani e s  and 
Bu sine s s  Name s Ordinance of Papua- New Guinea . In order t o  d o  this I 
have drawn up four tab le s . Tab le 1 lis t s  and c las s ifie s twenty- eight 
c ompanie s by act ivity , l ocation and type , give s their date of incorpora 
tion , the nominal and is s ued capital , the number of is sued share s he ld 
by indigene s ,  and the value of the se  share s .  It  a l s o  shows the number 
of  indigenous dire c t or s  and the t otal  numb er of  dire c t ors . Tab le 2 was 
drawn up in the hope that it migh t  indicate  a tre nd in inve s tment over 
the calendar year s  1 9 64- 69 .  I t  lis t s  the total  amount of inve s tment b y  
indigene s ,  measured in d o l lars. Tab l e s  3 and 4 a r e  l i s t s of busine s s  
name s: Tab le 3 record s  thos e  current ly regi s t ered and Table 4 tho s e  
once regis t ered b u t  since removed from the regis ter for various reas ons . 

Be fore turning t o  Tab le 1 ,  it shou ld be  point ed ou t that the informa­
tion appearing there is accurat e only at the date it was extracted 
(be tween April and June 1 9 69 ) . Shareho lding s and dire c t or s  change from 
day t o  day and c ompanie s are s ome t ime s unwi l ling or unab le t o  file re­
turns and notice s prompt ly , s o  that there may be s ome inac curacy . 
Second ly ,  un like public companie s ,  proprie tary companie s genera l ly are 
not  required to  fi le ba lance she e t s ,  profit and l o s s ac c ount s and 
audit or s ' report s . Thus , de tail s conc erning pro fit s ,  l o s s e s , divid end s ,  
re s erve s , e t c . of  proprie tary c ompanie s are not availab le from the re­
c ord s and the re f ore d o  not appear in the s ummary . 

P.N.G . Mo tor s  Ltd c onvert ed from a proprie tary t o  a pub lic c ompany 
on 24 June 1 9 68 and on 2 Octob er 1 9 68 is sued a pro s p e c tus  s eeking sub 
s criptions of $ 250,000 . The company mad e a spe cia l  e f fort  t o  at trac t 

* Mr O 'Connor is  De puty Re gi s trar of Companie s ,  O f fice o f  the Regi s t rar­
General . 
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Table 1 

Companies with indigenous shareholders/directors 

Name 

P.N.G. Motors Ltd Commercial 

Location 

Port Moresby, Pub. 19. 4. 56 
Lae, Rabaul 

Native Marketing and Supply Comm.,rcial, Lae, Morobe Pub. 26. 3.59 
Service Ltd agricultural, 

Ramalmal Trading Co. Ltd 

Highlands Commodity 
Exchange Ltd 

Upper Asaro Coffee 
Community Ltd 

Mt Lamington United Cocoa 
Ltd 

Oro Ltd 

Waso Ltd 

coffee buying, bulk 
and trade stores, 
wharf vessels 

Agricultural 

Agricultural 

Agricultural, 
coffee 

Cocoa 

Commercial 

Agricultural 

Rabaul 

Goroka 

Goroka 

Popondetta 

Popondetta 

Wapenamanda 

Pub. 29.12.61 

Pub. 20. 9.62 

Pub. 25. 6.63 

Pub. 4.12.63 

Pub. 5. 7 .63 

Pub. 13. 1.64 

Aitape Enterprises Pty Ltd Commercial, Ai tape Pty 17. 1.64 

Jascar Ltd 

Paparatava Development 
Co. Ltd 

Palnamadaka Co. Ltd 

Hahalis Welfare Pty Ltd 

Vanimo Trucking Service 
Pty Ltd 

Nangamp Coffee Co. Ltd 

Gazelle Hotels Ltd 

Ngaio Industries Pty Ltd 

Konua Development Co. Ltd 

Wabag Native Trading Co. 
Pty Ltd 

Ngaio !>aper Products 
Pty Ltd 

Kerowagi Coffee Co. Ltd 

Yoro Cocoa Developers Ltd 

Dala Transport Pty Ltd 

building 

Agricultural, 
commercial 

Commerc ia 1, 
sawmill 

Comme re ia l , 
furniture 

Commercial 

Commercial 

Agricultura 1 

Commercial, 
accommodation 

Goroka 

Rabaul 

Rabaul 

Pub. 7. 12. 64 

Pub. 12. 2.65 

Pub. 10. 5.65 

Hanahan, Buka Pty 22. 6. 66 

Vanimo Pty 20. 9.66 

Hagen, Minj, Pub. 21. 9.66 
Banz 

Rabaul Pub. 5.10.66 

Commerc ia 1 Port Moresby Pty 15. 11. 66 

Commerc ia 1, Sohano Pub. 14. 3. 67 
logging 

Agricultural Mt Hagen Pty l. 6.67 
(coffee processing, 
buying) 

Commercial 

Agricultural, 
coffee 

Agricultural 

Commercial 

Port Moresby Pty 4. 9.67 

Mt Hagen Pub. 31.10.67 

Madang Pub. 22. 2. 68 

Port Moresby Pty 24. 4.68 

1,000,000 580,000 2' 600 1,300 
(50c) 

500,000 273,590 48,367 96,734 12 
($2) 

30,000 
($1) 

7 ,327 6,427 6,427 

200,000 81,952 23,959 47,918 12 
($2) 

25,000 1,937 931 1,862 4 
($2) 

10 

200,000 27,584 10,200 20,400 4 
($2) 

100,000 40,366 19,168 9,584 4 
(50c) 

200,000 61,308 11,141 22,282 8 
($2) 

40,000 10,714 
(50c) 

400,000 241,700 1,020 1,020 4 
($1) 

40,000 14,164 6,456 12,912 16 
($2) 

100,000 22,876 11,438 22,876 4 
($2) 

6,000 
($120) 

50,000 
($1) 

100,000 
($1) 

6,000 so 6,000 

120,000 10,358 10,316 10,316 
($1) 

10,000 1,100 100 
($1) 

100,000 10,020 5,020 
($1) 

50,000 8,043 838 
{$1) 

10,000 
($1) 

100,000 20,120 
($1) 

116 

100 

5,020 

83S 

116 

15 

4 

50,000 11 10 
($1) 

10,000 n.a.* n .a. 
($1) 

T.A.C.T. Ltd Commercial, auto­
motive repair 

Port Moresby Pub. 25. 6.68 35,000 6,630 'A I 10 
'B' 68 

440 4 

Wewak Transport Service 
Pty Ltd 

C.W.S. Agencies Pty Ltd 

Comme re ia 1 , 
transport 

Commercial 

Nguvalian Development Co. 
Pty Ltd 

Commercial 

New Britain 

* Not available. 

Ltd Commercial 

('A' $10) 
( 'B' $5) 

Wewak Pty 27. 6.68 200,000 

Lae Pty 2. 5.69 

Rabaul Pty 19. 5.69 

Rabaul 

($2) 

10,000 
{$1) 

10,000 
($1) 

800 200 

4 

400 4 

4 



ind ige nous inve s tment by inserting large advertisement s  in Eng l i s h  and 
p idg in in the local pre s s . Approximate ly twe nty shareh older s , mos t ly 
c ompany emp l oyee s , re s ponded , purchas ing a total of 2 , 600 50c s hare s . 
The company has not ye t appointed an indigenous d irector . 

3 

- or Namasu - i s  the large s t  
o f  nous companies in Papua- New Guinea , both in area o f  opera-

and amount of  ind igenous shareho ld ing . The c ompany has approximately 
5 , 500 indigenous  shareholde r s  ho lding shares valued at approx imate ly 
$9 7 , 000 . I ts operat ions extend throughout the Morobe, Madang , Eas t ern 
and We s t ern High land s D i s trict s and wherever it  g oe s  it  at tra c t s inve s t ­
ment . I t  paid annua l d iv idend s  o f  6 per cent i n  1 9 60- 6 1 ,  7� per cent 
in 1 9 62 -64 , and 1 0  per cent in 1 965 - 68 .  Pro s pe c t us e s  were i s sued in 
1 9 64 and 1 9 65 and the s e  s e t  out the company ' s  aims . 

The Nat ive Market ing and Supply Service Limit ed was founded by 
Lutheran Mis s ion New Guinea t oge ther w ith s ome leading Lutheran 
pe op le in Aus tra lia as we l l  as a great number  of New Gu ineans . . . .  

It s main obje c t ive was , and s till i s , to  g ive the pe op le  of New 
Guinea an oppor tunity to be ac t ive par t ners in a mod ern European 
type of t rad ing organ isat i on and thus ab sorb s ome o f  the unused 
money whi ch has been lying around in t he v i l lage s and hamle t s . 
The f ounders of the C ompany fe l t  t hat the people have t o  be  
taught in a pra ct i ca l  way how the weal th o f  the whit e men i s  
be ing created thus  c ombat ing the ir magic be l ie f s  o f  the orig in 
o f  European succe s s  and European 'carg o ' . . . . 

A spec ial p oint has be en made  in training New Guineans for more 
re s p ons ib le pos i t i ons . Apart from a s taff of 11 Europeans there 
are at pre s ent 25 New Guinean s in lead ing po s i t i ons in the of f ice , 
bulk s t ore and as  branch managers .  

(Pro s pe c tus 1 9 65 : 3 ,  4)  

Ramalma l Trading Co . Ltd i s sued 2 , 145 share s of $1 par value t o  
e ighteen ind igenous shareho lder s  in 1 9 62 .  By Oct ober 196 8  the c ompany 
had approx imat e ly 4 65 ind igenou s shareholders ho lding share s wi th a par 
value of $6 , 42 7 . However , although the c ompany made a smal l pro f i t  in 
1 9 6 6 , i t  d oe s  no t appear t o  have traded pro f itab ly be f or e  or s ince . A t  
3 0  June 1 9 67 i t  had ac cumu lated l o s s e s  of  $ 1 1 , 7 1 0 .  The as s e t s  p o s i t i on 
i s  c omp l icated by the fac t  tha t the major as s e t s  are clan land and the 
bui ld ing s ere c ted on i t . The ob j e ct s  of the c ompany were s tated to  be: 

(a) To take over , purchase or o therw i s e  acquire the exi s t ing 
bus ine s s , as s e t s  and l iabi l it ie s , buildings , machinery , 
p lant , mot ors , goods , chattels  and e f fe ct s o f  what s oever 
k ind and where s oever s ituate of  the Rama lmal Village Advance­
ment S o cie ty (Ca thol i c  Divi s i on) New Britain T . N . G  . . . . . 

1 
See  Append ix 1 and a l s o  Fairbairn ( 1 9 67 : 7 6- 88 and 1 9 6 9 ) . 
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(b)  To take ov er purchase or otherw i s e  acqu ire the Nat ive land s 
here d i tament s and premi s e s  now he ld b y  the said Ramalma l 
Vi l lage Advancement S oc iety , inc lud ing t he who le  of t he 
Fermentry [sic] bui lding s , Trade S to re s , and othe r  s tructure s 
and improvement s upon t he said land s . . . t oge ther with p lant . . . .  

( c )  To carry on the bu s ine s s  of a C oc oa Fermentry [s ic ] in a l l  
i t s  branche s . . . . 

(Memorandum and Art i c l e s  o f  As s o c iat i on 19 61 : 1 )  

High land s C ommod ity Exchange Ltd has approx ima te ly  1 , 900 ind igenou s 
shareho lders from the Goroka area h o ld ing share s t o  the value of ap­
prox imate ly $47 , 900 . Ac cumu lated l o s s e s  at 3 0  June 1 9 68 were $29 , 1 2 6. 
The c ompany operat e s  as a c o f fee buyer and proce s s or and al s o  has a 
quarry . In 1 9 66 the Board re commended d ivers i f icat i on of  crops and i t  
i s  current ly inve s tigat ing the pos s ib i l ity of  proper ty inve s tment i n  
G oroka , the marke t ing of  vege tab l e s  and the e stab l i shment o f  a p iggery . 

Upper Asaro Cof fee Community Ltd i s  a l s o  a c of fee buyer and pro ­
ce s s or .  I t  has 4 9  ind igenous s hareholders ho lding 9 3 1  share s with a 
face value of  $ 1 , 8 62. The c ompany has not made a pub l ic i s sue and the 
ind igenous s harehold ing was acquired by trans fer . The c ompany had un­
d i s tribu ted prof it s of $8 , 4 17 at  30 June 1 9 68 after  paying one d iv idend 
in 1 9 64. 

Mt Lamington United  Cocoa Ltd operate s a c oc oa ferme ntary and was 
inc orporated on 4 De cember 1963. I t s  f ir s t  i s sue t o  indigene s was on 
1 0  O c t ober 1 9 64 ,  and in May 1 9 69 total  ind igenous  shareho ld ing was 
worth approx imate ly $20 , 000 . A t  3 0  June 1 9 69 the c ompany had a d eb i t 
balance in i t s  pro f i t  and los s  account of  $30 , 2 1 1  on t otal  paid - up 
cap i tal o f  $27 , 584 . Four of i t s  seven d ire c t or s  are ind i genous . 

Oro Ltd made a pub l i c i s sue in 1964 and end eav oured t o  operat e a 
cha in o f  trade s t ore s , a p icture t heatre and mi lk bar . Poor s t ock and 
cred it  c ontr o l  forced t he c losure of mos t  o f  the t rade s tore s and t he 
c ompany now int end s t o  lease the theatre and mi lk bar in an a t temp t  t o  
re c oup i t s  accumu lated l o s s e s  o f  $70 , 905 . 

Was o  Ltd has i s sued four pro s pe c tuse s s inc e incorpora t i on ,  the 
late s t  in November 1 9 68 , whi ch s tated: 

Was o  L imit ed was f ounded by mis s ionarie s of  New Gu inea Lu theran 
Mi s s ion Mi s s ouri Synod and intere s t ed New Gu ineans . I t  was 
incorporated in January 1 9 64 .  

I t s  ob j e c t ive i s  ' ind ividual s ,  groups  and communi t ie s  who enjoy 
a great er measure of freed om from ignorance ,  p overty and d i s ease '. 
The f ound ers fee l that Was o  L imit ed can make a sub s tant ial c on­
tribut ion t oward the achievement of thi s general obje c t ive by 
g iving opportunity f or New Guineans  t o  inve s t  the ir id le cash 
in marke t ing and trad ing ac t iv i t i e s , thereby g iv ing them a s take 
in the ir own e c onomy as we l l  as the opportunity t o  earn a re turn 
on the ir ac cumu lated cap i tal . High on the l i s t  o f  s pe c i f i c  



objec t ives  o f  Was o Limited is the training of New Guineans as 
c lerks ,  e f fective worke r s , and managers. 

440  New Guineans have t aken the opp ortuni ty t o  inve s t $ 23,532  
in  s hare s in Was o Limi t ed .... 

( Pros p ec t us 1 9 68 : 2 ) 

The c omp any made i ts firs t pro fi t in 1 9 64 and has paid  an annual 
d ivided o f  1 0  per c ent from 1 9 65 - 67 . I n  1 9 68 i t  paid a d ividend o f  5 
per c ent.l 

c onduc t s  a b ui ld ing and c on trac t ing 
bus ine s s and o ther as s ociated operat i ons in the We s t  S ep ik D i s tri c t  
I t  i s s ued 1,428 s hares t o  e leven ind i gene s in  1964 but s ince tha t date  
nine o f  thos e shareho ld ers trans ferred the ir ho l dings t o  the princ i p a l  
o f  t h e  c omp any , l e aving t h e  two ind igenous d irec tors ho l ding one s hare 
e ach. 

5 

and i t s  as s oc iate d  and s ub s id i ary c ompani e s  c onduc t c o f fee 
growing , b uying and proce s s ing , cat tle and pig breeding , and trans p ort  
and re tai l s t ores Jas c ar made its  firs t i s s ue t o  indigenes i n  1 9 66 
and now has s even i ndigenous s hareholders from the Kainantu D i s tri c t  
ho l ding 1,02 0  s hare s .  I t  p ai d  d iv idend s  o f  5 p er c en t  in 1 9 66 and 1 2� 
p er c ent i n  1967 and 19 68 leaving und i s tributed pro fi t s  o f  $ 1 1 9,000 . 
The e arning rate s  on c ap i tal  i n  1 9 66, 1 9 67 and 1968 were 2 2 . 2  per c ent , 
4 2 . 5  p er cent and 3 3 . 5  per c ent res p ec t ive ly. 

( a) T o  ut i l ize the t imber r e s ourc es  o f  the area known as ' Olon ' 
for the p urp o s e o f  improving the s tandard o f  hous ing o f  
s h areho l ders  o f  the company and t o  promo t e  and d eve l op 
c ommunal pro j ec t s  f or the bene f i t  o f  s hareh o l ders and/ or 
the ir dependents .  

( b )  To  c arry o n  bus ine s s o f  l ogging ope rators , buying and 
s e l l ing l ogs of every des crip tion. 

(Memorandum o f  As s oc i at i on 1 9 64 : 1 )  

The c ompany has not i s s ue d  a prospe c tus  but has p l ac ed 6,456 share s 
(par value $ 2 )  wi th indigenes in the Rabaul area. The c ompany had net 
l os s e s  o f  $6,338 in 196 6  and $5,9 30 in 1967 . 2 

i s  b e l ieved to  hav e  been the firs t ' indi genous ' 
c ompany to t ake over a non -indigenGus enterp ri s e  when in  Sep tember 19 65 
i t  purchas e d  a furni t ure and j oinery fac t ory in Rabaul.3 In 19 65 - 6 6  

1 
S ee Appendix 2 and a l s o  Fairbairn (1967 : 89 -9 7 ) . 

2 
S ee a l s o W i l s on ( 19 68 : 3 3 -5 1 )  for a hi s tory and ana lys i s  o f  Paparat ava 

Deve l opme nt C ompany. 
3 

S e e  Wi l s on ( 1 9 68 : 2 6 - 3 2 )  for a de tai led  ana lys i s .  
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and 1 968 the c ompany i s s ued 1 1 ,438  share s (par value $2) t o  ind i gene s 
and i t  has traded pro fi t ab ly s ince inc orp ora t i on . In 1 966 the company 
made a pro f i t  o f  $3 , 866 but no d ivid end was dec lared . Pro f i t s  in 1 967 
and 1 968 were $ 1 0 , 5 7 8  and $ 1 0 , 943  and a 7� per c ent d ividend was p a id 
in b o th years leaving a balance o f  unappropriated pro fi t s  o f  $ 15 , 845 . 
I do  not  know whether thi s company has a ' guard i an ange l ' ;  the rec ords 
s how 1 00 p er c en t  indi genous s hareho lding and d irec t orship . 

Hahal i s  We l fare Propriet ary Ltd was  formed with the fo l lowing 
ob j ec t s :  

( a) t o  as s is t , promo t e , enc ourage and p art i c ipate  in the c ul ­
t ura l and e c onomi c d eve l opment and the bus ine s s interes ts 
o f  p e op le  l iving in the v il l ages o f  i t s  members ; t o  acquire 
and maint ain fac i li t i e s  for the advanc ement o f  s uc h  intere s t s ; 
t o  s e t  up and maintain a market ing organi s at i on , and t o  take 
a l l  s tep s , acquire a l l  propert ie s , b o th rea l  and p ers ona l , 
l i c enc e s , permi t s  and agenc i e s  nec e s s ary and c onvenien t  in 
the p roper maintenanc e o f  an organis ation , prov iding bus i ­
nes s , c ul tural and enter t ainment fac i li t i e s  t o  i t s  members 
and the people l iving in the ne ighbourhood o f  its  members . 

( b) t o  take over by purc has e ,  gi f t , tran s fer or t o  o therwis e  
acquire the whole or any p art o f  real  and p ers onal  property 
b e l onging t o , the individua l s  now c o l l ec t ive ly known as the 
Haha l i s  We l fare S oc ie ty . 

( c ) t o  acquire , manage , c onduc t and c on trol trade s tore and 
re t ai l bus ine s s p articularly in the Bougainvi l l e  Di s tr ic t  
o f  the Terri t ory o f  New Guinea .  

(Memorandum o f  As s oc ia t i on 1 966 : 1 )  

I t s  only  i s s ue was o f  fi fty $ 120 share s  t o  indi gene s  which was a 
ful l s ubs crip t ion o f  i t s  nomina l c ap i ta l  o f  $6 , 000 . 

V animo Trucking S erv i c e  P ty L t d  was inc orp orated o n  3 0  S ep t ember 
1 966 , with two ind igene s  from the We s t  S epik Di s tric t as the s ub s cribers 
and d irec t ors . On 1 Oc t ober 1 966 the c ompany acquired the bus ines s 
known as ' Jo s eph ' s  s t ore ' , former ly c onduc ted by thes e s ame men s ince  
1 Apri l 1 965 . S ub s equently the c ompany rai s ed a l oan of $24,000 s ec ured 
by a charge over i t s  ent ire as s e t s  and undertakings . The terms were 
intere s t  at 7 p er c ent and rep ayments at the rate o f  $200 p er month . 

Nangamp C o f fee C o . Ltd is  a co f fe e  p roduc er and dealer but i t  has  
no t as yet c ommenc ed bus ines s .  Its  only i s s ue t o  date  was  t o  s ub s cribers, 
three of whom are indi genes  from the Min j -Banz area . 

Gaze l le H o te l s  L t d , acc ording to i t s  l i s ted  ob j ec ts , intends t o  
c arry o n  the bus ines s o f  l i c ens ed v i c t ua l l ers , hote l , res tauran t , c afe 
and t avern keepers . I t  has not  ye t made a p ub l i c  i s s ue b ut has p laced 
1 0 , 3 16 s hare s (par value $ 1 )  with s ixty- two indi genous s hareho l ders in 
the Rabaul -Kokop o area . 
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.;.;.•;i..;.;..;;;..;;.....;;;;..�.=;;....;;;..;;;;�...;;;......;;;...�.....;;;;;;...;;;..;;;. was formed to  c arry on the bus ine s s  o f  
manufac t urers , imp orters , exp orters , d i s tributors and merchants o f  a l l  
kinds o f  c lo t hing manufac tured from all kinds of fabric s , bo th nat ural 
and s ynthetic .  Its only i s s ue has b e en o f  1,100 s hares ( p ar value $ 1), 
1 00 o f  whi ch were al l o t t ed t o  i t s  indi genous d i rec t or . 

Konua Development Co . Ltd c onduc t s  a logging operation in the 
Bougainv i lle D i s tric t . It  has not made a pub lic i s s ue but has place d  
5,0 20 s hare s ( p ar value $ 1) wi th app roxima te ly  230 ind i genes in the 
S ohano are a . 

i s  a c o ffee  dea l er and produc er and 
made i t s  firs t  i s s ue to its two indi genous shareho lders  in 1 9 67 s hor t l y  
a f t er incorporat ion . They hold 838  shares with a p ar value o f  $1 . 

was formed as  an operat ing c omp any en-
in the manufac ture paper produc t s  of various kinds . It holds  

a P i oneer I ndustry Cer t ifi c a t e  i s s ued on 13  Novemb er 1967 for the 
manufac ture of p ackaged and paper produc t s  inc luding paper bags and 
toi l e t  pap er . I t s i s s ue of one $ 1  s hare was mad e  to i ts ind i genous 
d irec t or in 1967 . 

.=.;....;..;;..;.;...�;;;......�.;;;;.;..;...;....;;;_.,;;�::......;;;;;..;;.� ' a c o f fe e  grower , buyer and proc e s s or , 
i s  i n  March 1 9 68 o ffering 9 9,995 s hare s for s ub s cr ip 
t i on . The proceeds  o f  thi s i s s ue were to  be  appor t i oned to the purchas e 
o f  a fac tory building at  Kerowagi  from Mount H agen Coffee  Pro c es s ors 
Ltd who in t urn had p urchased it from S imbu Co ffee Fac t ory Ltd whi ch 
had been  dis s olve d . The amount rai s ed was $20,120, indi gene s i nv e s ting 
$ 1 1 6  • 

..=...;;;�;.,_;;;..;;..;;;..;;;;.;;;;;;._;;;.;;;;;..;...;;;;..=..;;;.i;..;;;..:;.;;;;;_;;;;.;;;� was f ormed wi th the ob j e c t s  o f  c arrying on 
b us ine s s as p lanters and proc e s s ors of t e a , c o f fee , c ocoa , t ob ac c o , etc . 
The c ompany has not i s s ue d  a pros p e c t us and the only s hare i s s ue t o  date 
was  to  s ub s cribers The c ompany has e l even direc tors , ten of whom are 
indi gene s . 

inc l ud e s  in  i t s  a ims ' To opera t e  mot or trans ­
inc l uding the l eas ing or  hiring for any p eri od  or 

number o f  j ourneys c ars , l orri e s , trucks , trac tors , ships  and vehi c l e s  
(Memorandum o f  As s oc i at ion 1 9 68 : 1 ) .  The c ompany h a s  not  made any s hare 
i s s ue s  o ther than to the two s ub s cribers , one o f  whom is an ind i gene . 

-------------�- was formed to rep air , buy and s e l l  motor vehi cle s , to 
c arry on a s sociated ac tivi t ie s , and to as s i s t  in the training of vers a­
t i le , c omp e t ent and c ons c i entious P apuan and New Guine an trade smen and 
bus ine s smen . I t  i s s ued a pro s p ec tus in Augus t 1 9 68 to rai s e  $ 6,630, 
in which i t  was s ucc e s s ful , $ 440 c oming from s ix ind i genes . The c omp any 
has one indi genous direc t or . 

i s  a transp ort b us ine s s deal ing wi th 
p as sengers . I t  a l s o  hire s vehic l e s , p lant equipment and c arries by 
l and , s ea and air . The two indigenous dire c t or/s hareho l ders h o l d  50 
p er c ent o f  the c ompany ' s  i s sued c ap i t a l  of  $ 800 . 
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.;;;...:..:.:...:�:-...:�;:;..:;:..;:;..:;:.;:;.::__::��;;;;..:;..� was formed a s  a buying and c ommi s s ion agent 
to  s ervi ce  the C o - opera t i ve Who l e s a l e  S oc i e ty Ltd and c o - op erative s  
general ly. I t  has not made a s hare i s s ue t o  d ate exc e p t  t o  s ub s cribers , 
but o f  the two nominated  dire c t ors , one i s  from Kairuku and the o ther 
from the Mi lne Bay D i s t r ic t . 

Nguval i an Deve l opment  Co . Pty L t d  i s  a re tai l and who l e s a l e  merc hant 
and general produc e dealer . I t  intend s  t o  ope r a t e  in the Rabaul area. 
The c ompany has nominated five  dire c t ors , four o f  whom are ind igenes 
from Nguv a l i an v i l lage . 

was formed fo l lowing the reorgani s a t ion 
of a bus ines s of the s ame name. The c ompany wi l l  have a number o f  
indigeno us shareholders , mos t ly from the Rabaul -Kokopo are a. 

Only general c onclusions are drawn from T able 1. The great  bulk o f  
indi genous inves tment , b o th i n  money and number o f  inves t ors , i s  from 
the H i gh l ands and the Gaze l le Penins u l a , and the Gazelle P enins ula a l s o  
has the great e s t divers i ty of  bus ine s s enterpri s e. Apart from Oro Ltd  
and Mt Lamington Uni ted  C oc oa Ltd , which are  the  only ' indi genous ' 
pub l ic c ompanie s  in Pap ua , there has been l i t t le P ap uan inv e s tment in  
Papuan or  New Guinean c omp ani e s . 

From Tab l e  2 i t  c an b e  seen  that over the las t f ive years indi ge nous 
inve s tment has increas e d  from $ 13 3 , 000 to $ 24 6 ,000 , and tha t over one ­
third o f  this  incre a s e  o f  $ 1 14 , 000 has c ome from the s hareho l ders o f  
Namas u and Was o Limi ted. Nine teen new c ompani e s  hav e  been r e g i s tered 
and although nine o f  the s e  are pub l i c  c ompani e s , mos t have not i s s ue d  
pro s p ec tus e s. C omp any ac t ivi ty a t  the moment , h owever , s ugge s t s  that 
s hare i s s ue s  for the c a lend ar year 1 9 69 may reach the figure achieved 
in 1 9 6 6 . 

As shown in  T ab le 3 ,  indigenes are involved  i n  e i ghty regi s tered 
bus ine s s es in the fo l l owing c at egorie s :  

Trade s tore s 
Transport 
Farming 
Bui l ding 
O the r 

3 7  
1 6  
4 
3 

2 0  

The c ategory ' other ' inc l udes  s uch d ivers e enterpri s es as entertainment , 
acc ommodati on , pes t c ontro l , o f fi c e  c l eaning , property deve l opment, i c e  
cream vending , fi s hing , export , c o f fee b uying and aerated -water manufac ­
turing . 

The bre ak-down int o  d i s tri c t s  i s  as fol l ows : 

C entra l Di s tr i c t  
Madang Di s tric t 
Morobe D i s tri c t 
Gu l f  D i s tri c t  
S ep i k  D i s tric t s  

2 6  
1 7  
1 2  

9 
5 



Tab le  2 

Share i s sue s t o  ind igene s 

P . N . G .  Mot or s  Ltd -

Nat ive Marke t ing and Supp ly 
Serv i ce L imit ed 63 , 444 

Ramalma l  Trad ing Co. L td 1 , 2 65 
High land s Commod i t y  Exchange L td 47 , 738 

Asaro Co f fee Communi ty Ltd 1 , 8 64 
Oro Ltd 9 ,584 
Was o  Ltd 9 , 40 6  
Aitape Ent erpr i s e s  Pty Ltd -

Jas car Ltd -

Paparatava Deve lopment C o. Ltd -

Palnamadaka C o . Ltd -

Hahal i s  We l fare Pty Ltd -

Vanimo Trucking Serv ice Pty L td -

Nangamp Coffee Co . Ltd -

Gaze l le Ho te l s  Ltd -

Ngai o Indus trie s Pty Ltd -

Konua Deve lopment Co. Ltd -

Wabag Nat ive Trad ing Co . Pty Ltd 
Nga i o  Pape r Produc t s  Pty Ltd -

Kerowag i Cof fee C o. Ltd -

Da la Trans port Pty Ltd -

T . A.C . T. Ltd -

Wewak Transport Serv i ce Pty L td -

C .W . S . Agen c ie s  
Nguval ian Deve l ooment C o. Ptv Ltd 

The s f or s ome VHl.IJC<LL.LCOS d i f fer s l  
o f  s hare s. 

( $) 

- - -

- 1 7 , 9 8 6  3 , 25 6  
- - -

1 40 20  
- - -

- - -

- 4 , 63 2  7 64 
7 14 

- - 20 
- - 1 2 , 9 1 2 
- 8 0 8  2 1 , 90 6  
- - 6 , 000 
- 2 
- - 3 
- - 3 
- - -

- - -

- - -

- - -

- - -

- - -

- - -

- - -

from tho s e  

- 1 , 3 00 1 , 300 

2 , 7 02 9 , 88 6  - 9 7 , 27 4  
5 , 1 62 - - 6 , 42 7  

- - - 47 , 89 8  
- - - 1 , 864 
- - - 9 , 584 

7 , 506 9 6  - 2 2 , 404 

- - - 20 
- - - 1 2 , 9 1 2 
- 1 62 - 2 2 , 87 6  
- - - 6 , 000 
- - - 2 
- - - 3 
- - 1 0 , 3 1 3 1 0 , 3 1 6  

100 - - 1 00 
7 5 , 0 1 3  - 5 , 020 

8 3 8  - - 8 3 8  
1 - - 1 

- 1 1 6  - 1 1 6  
- 1 - 1 
- 440 - 440 
- 400 - 400 

in Tab le  1 becau s e  of  trans fers "° 



Table 3 

Registered businesses with indigenous members, May 1969 

1274 P. and G. Pako Mirikuro 

1322 

1338 

1347 

1367 

1369 

1403 

1419 

1444 

1453 

1480 

1521 

1556 

1558 

1563 

1582 

1594 

1607 

1616 

1639 

1647 

1651 

1698 

1728 

1729 

1747 

1770 

1771 

1789 

1800 

1814 

1817 

Transport 
Barasaro Trade Store 
Sunshine Aerated Waters 

Sawmill 
s Store 
Transport 

Sasa Building Contractors 

Yule Lobster �Enterprises 

Taboro Transport 
Kimininga Hostel 

Trade Store 
Investments 

Arti Enterprises 

Sepik Mask and Crocodile 
Carvers 

Martin Kiara Trade Store 
G. Karava and Family Trade 

Store 
Tai-Kone Store 
Territory Ice Creams 
Iokea Trade Store 
Amazon Bay Traders 

Arua Trade Store, Hanuabada 
Sirovai Building Contractors 

Eraka Karama Trade Store 

Chimbu Exporters 

Hi-Bi 

Transport 
Trade store 
Manufacturer of 

aerated waters 
Sawmill 
Store 
Transport 
Building construc­

tion 
Fish processing 

Transport 
Hostel, gust house 

Trade store 
Investors and 

shipowners 
Trade store and 

transport 
Woodcarvers 

Trade store 
Trade store 

Trade store 
Ice cream vending 
Trade store 
Trade store and 

copra 
Trade store 
Building contract­

ing 
Farming and trade 

store 
Exporters 

Exporters 

Ivorika Coffee Trading Store, Traije store, 
Karama coffee marketing 

Bisiro Fishing Group Fishing 
Hauramiri and Arabure Transport 

Tractor Group 
Iso Group 
Mairovera Trade Store 
Old Sarias Trade Store 
The Papuan Knights Band 

Farming 
Trade store 
Trade store 
Band 

Central 
Gulf 
Mo robe 

West 
Central 
Morobe 

Central 

Central 
Western Highlands 

Gulf 
New Britain 

Madang 

Mo robe 

Central 
Gulf 

Central 
Central 
Gulf 
Central 

Central 
Moro be 

Gulf 

Eastern Highlands 

Eastern Highlands 

Gulf 

Central 
Central 

Central 
Gulf 
Gulf 

13. 8.65 

24. 1. 66 

23. 3.66 

15. 3. 66 

26. 4.66 

6. 5 .66 

7. 7. 66 

29. 7.66 

22. 9.66 

10.10.66 

28.10.66 

28.12.66 

13. 2.67 

7. 2.67 

9. 1. 67 

17. 2.67 

15. 3. 67 

21. 4.67 

4. 5 .67 

9. 5. 67 

24. 5.67 

29. 5.67 

10. 7.67 

16. 8.67 

16. 8.67 

4. 9. 67 

10.10.67 

6.10.67 

30.10.67 

3.11.67 

30 .10. 67 

29 .11.67 

3 

18 

3 

1 

l 
2 

2 

3 

l 

5 

16 

2 

3 

7 

9 

l 
2 

3 

2 

3 

2 

2 

5 

3 

6 

7 

2 

1 

9 

3 

18 

1 

3 

1 

2 

3 

1 

5 

4 

3 

7 

9 

1 

2 

3 

2 

3 

2 

2 

3 

6 

7. 
2 

1 

9 

Native Marketing and 
Supply Service Ltd 

Vanimo Trucking Pty Ltd 

Joint venture Morr Pty 
Ltd, Kairuku Fishing 
Society Ltd 

Mt Hagen Local Govern­
ment Council 

Chinese/indigenous 

European/indigenous 

Kundiawa Coffee Society 
Ltd 

Kundiawa Coffee Society 
Ltd 

I-' 
0 



1818 Morea and Sons Trade store Central 29.11.67 5 5 

1867 Namasu Bookshop Bookshop Morobe 15. 1.68 1 l Native Marketing and 
Supply Service Ltd 

1873 Wantoat Traders Coffee buying and Mo robe 8.12. 67 l l 
general trading 

1880 Pinupaka Canoe Service Canoe - service Central 15. 2. 68 l l 
1881 Bunai Family Trade Store Trade store Central 14. 2.68 3 3 

1926 Sawarin Transport Transport East Sepik 17. 4.68 l 1 

1927 Kreer Carrier Carrier East Sepik 17. 4.68 2 2 

1937 Crocodile Trade Store Trade store Central 19. 4.68 l 1 

1938 Lohia Goata and Sons Trade store Central 18. 4.68 2 2 

1941 Savaia Village Group Shipping Central 3. 4.68 20 20 

1957 Ragitzaria Transport Transport Morobe 26. 4.68 4 4 

1990 Munmaf Group Transport New Ireland 13 .11.67 4 4 

2014 Wamp-Nga Motors Car sales and Western Highlands 24. 6.68 1 1 Mt Hagen Local Govern-
repairs ment Council 

2024 Barovon Store Trade store East New Britain 27. 6.68 2 1 

2026 Busem's Trade Store Trade store Mo robe l. 7. 68 7 7 

2036 Mekeo Traders Trade store Central 1. 7. 68 l 1 

2038 Weta Marine Group Shipping Morobe 12. 7.68 3 3 

2048 Indigenous Properties of Property develop- Central 19. 7 .68 6 5 

Papua ment 
2063 Paramin Group Farmers New Ireland 10. 7.68 s 5 

2068 S. and T. Contractors Building Western Highlands 13. 8. 68 6 6 

2078 Karam Trade Store Trade store Madang 12. 8.68 3 3 

2080 Gau Trade Store Trade store Madang 19. 8.68 3 3 

2083 Salum Bros Planters and Madang 2. 8.68 3 3 

shipowners 
2094 Gosopos Klan Transport Mo robe 12. 8.68 4 4 

2102 Dimer Village Trade store Madang 11. 9. 68 2 2 

2104 Besem Nabur Trade Store Trade store Madang 12. 9 68 1 l 

2105 Ka sap Trade Store Trade store Madang 12. 9.68 l 1 

2115 Iror Store Trade store Madang 18. 9.68 3 3 

2118 Families Trade Store Trade store Madang 23. 9.68 3 3 

2126 Keleaona Transport Transport Central 8 . .7 .68 2 l European/indigenous 
2162 Riwo Trade Store Trade store Madang 4.11. 68 3 3 

2175 Baitabag Trade Store Trade store Madang 13 .11.68 3 l European/indigenous 
2195 Territory Pest Control Pest control, Central 28 .11. 68 2 1 European/indigenous 

Maintenance Service office cleaning 
2197 Territory Office Cleaning Office Central 2.12.68 3 1 European/indigenous 

Service pest 
2204 Carrier General carrier East Sepik 3.12.68 1 1 

2209 Transport Service Transport East Sepik 13.12.68 3 3 

2220 Orara Monerang Taxi service Madang 10. 1.69 2 2 

2221 Kurum Plantation Trade Store Trade store Madang 7. l. 69 3 2 European/indigenous 
2242 Koar Trade Store Trade store Madang 4. 2.69 2 2 

2256 M.-A.-K.-D. Trade Store Trade store Mo robe 20. 2.69 4 4 

2278 Garamaram Trade Store Trade store Madang 7. 3.69 3 3 

2282 T.A.T. Trade Store Trade store Gulf 21. 3. 69 1 1 

2293 Rakonga Store Trade store East New Britain 27. 3. 69 2 1 European/indigenous 
2297 Gial Trade Store Trade store Madang l. 4.69 3 3 

2300 Nanga Grasscutters Gardening Central 11. 4.69 4 4 

2310 Cape King William, Kalasa 1Trade store, Morobe 14. 4.69 2 2 

and Komba Enterprise transport ....... 
2320 Erierina Traders Trade store Central 29. 4.69 15 15 ....... 
2342 Bullu Welfare Transport Group Transport Madang 24. 1. 69 6 6 



1 2  

Eas te rn High land s Di s t ri c t  3 
New B r itain Di s t r i c t s  3 
We s t e rn Highland s D i s t r ic t  3 
New Ire land D i s t r ic t  2 

S ixty-four o f  the s e  bus ine s se s  have ind igen ou s  member s only , there 
are e ight j oint European/ind igen ous  ent e rpr i s e s , one Chine s e/ind igenous , 
two owned by ind igenous c ompanie s , two by local g overnment c ounc i l s , two 
by c o-operat ive s and one j o int venture between a Papua-New Guinea c om­
pany and a c o-operat ive . 

Tab le 4 i s  pre s ented without c orrnnent excep t t o  p o int  out that 'Ki la 
Cont rac t or s ' was probab ly the f ir s t  reg i s t ered j oint ind igenous/Eur opean 
enterpr i s e . Thi s bus ine s s  was reg i s t e red in 1 954 and the membe r s  were 
a carpent er from Vabukor i v i l lage and an air l ine eng ineer . 

Business 

226 

345 

422 

884 

893 

714 

757 

935 

984 

1055 

1045 

1117 

1294 

1296 

1168 

Table 4 

Expired businesses previously registered and having indigenous members 

Name 

Kila Contractors 
Una Ruk 

Category 

Construction 
Restaurant 

Vabukori Trading Co. Trade store 
Mea Arere and Sons General store-

Trade Store keepers 
Kaurilavi Trade Trade store 

Store 
Lao Mai Dalana 
Heavala Trading 

Store 
Oamalara Trade Store 
Elevala Trading 
Kerema Sewing 

Business 
New Guinea Elec­

trical Industries 
R.H. Dinsmore and 

Associates 

Oraimai Trading 
Nogomaka Transport 

Weana Babaga and 
Sons Transport 
Service 

Transport 
Trading with 

indigenes 
Village store 
Trade store 
Making and sell-

ing garments 
Electrical 

wholesalers 
Engineering 

surveys and 
design 

Transport 
Transportation 

of cargo and 
passengers 

general 
carriers 

and 

Central 29. 7.54 

New Britain 16. 1.56 

Central 19. 2.57 

Central 23. 2.62 

Gulf 27. 3.62 

Central 
Gulf 

Gulf 
Central 
Gulf 

Eastern 
Highlands 

Centra 1 

Central 
Central 

Centra 1 

3. 5 .60 

23. 9.60 

11. 9. 62 

2. 4.63 

17. 7. 64 

25.10.63 

2. 7 .64 

28. 9.65 

14.10.65 

9. 2.65 

1 

s 
1 

2 

1 

l 
1 

5 

2 

3 

4 

1 

2 

4 

5 

3. 1. 62 

6.12.65 

13.12.65 

27.12.65 

27.12.65 

20.12.65 

20.12.65 

27.12.65 

29 .11. 66 

11. 3.67 

11. 3.67 

28. 6,66 

28. 9.68 

14.10.68 

9. 2. 68 

S ince c omp le t ing the s e  tab le s  there has been fur ther indi genous in­
ve s tment . Ott ley and Ot t ley Pty Ltd , a haulage c ompany in Mt Hagen , 
re cen t ly i s sued shar e s  t o  ind igene s. Ba l i  Plantat i ons Ltd , a l i s t ed  
pub l i c  c ompany , also  has New Guinean s hareho lder s . No d oub t , an  exhaus ­
t ive search o f  the share lis t s  of eve ry c ompany in Papua-New Guinea 
would reveal a few more iridigenous shareho ld ing s , but Tab le s  1 and 2 
appear sub s tant ial ly c or re c t  up t o  mid-1 9 69 . 



Append ix 1 

The pre s ent headquart e r s  at V oce Point , Lae , c ontains ( Pr o s pe c tu s  
1 9 65) : 

1. Headquarter s and s taff  quart e r s  in a two-s torey bui ld ing 
2. Bulk warehouse 
3. Shipp ing shed 
4 .  Mod ern wharf whi ch i s  200 ft l ong and acc ommodate s  

the C ompany ' s ve s se l s  a s  we l l  a s  prov i d ing l oad ing 
fac i l it ie s  for other  sh ips 

5 .  Work shop 
6 .  Cof fee fact ory 
7 . New Guinea s taff  quarter s 
8. Overnight h ouse f o r  ships ' pas senger s 

Bulk d i s t r ibut i on s t or e s  as  we l l  as  c of fee and c opra buying point s 
were  bu i l t  up at f ourt een d i f ferent p lace s . 

T imbu l im Plantat i on near F ins chhafen was leased from Lutheran 
Mi s s i on .  

1 3  

Apart from a smal l coconu t p lanta t i on with approx imat e ly 5 , 000 palms , 
a c oa s t a l  coffee  plantat i on was s tarted . Up t o  the pre sent t ime approx i ­
mate ly 150 acre s o f  land have been c leared  and 1 0 0  acre s have been p lanted 
up with c offee tree s . 

Append ix 2 

The headquar te r s  and regi stered o f f ice are at Wapenamanda .  

Was o  i s  engaged in t he f o l l owing ac t iv i t ie s  (Prospe c tus  1 9 6 8 : 3-4) : 

1 .  Agency , Anse tt-:MAL , s ince 15 Mar ch 1 9 64 
2. Vege tab le marke t ing s ince 2 1  Apr i l  1 9 64 
3. Pos t  of f ice , Wapenamanda ,  s ince 1 May 1 9 64 
4 .  Agency , C ommonwealth Sav ing s Bank of  Aus t ral ia , s ince 

2 1  Ju ly 1 9 64 
5. Te legraph o f fice , Wapenamanda ,  s ince 1 September  1 9 64 
6. Agency ,  She l l  Oi l C o . Ltd , s ince 2 1  Sept ember 1 9 64 
7. Cof fee marke t ing , s inc e 1 January 1 9 65 
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8 .  Sub-agency , Royal As surance , s ince 2 3  July 1 9 65 
9 .  Trade s t ore s: 

Wapenamanda ,  15 July 1 9 64 
Pauar i ,  17  July 1 9 64 
Ire lya , 8 Oct ober 1 9 64 
Ra iakama , 2 March 1 9 65 
Yaibos , 3 June 1 9 65 
Kund i s , 1 1  June 1 9 65 
Papayuku , 1 8  June 1 9 65 
S irunki , 1 7  Ju ly 1 9 65 
Wabag , 15 Ju ly 1 9 65 
Mur itaka , 1 July 1 9 66 
Laiagam , 1 De cember 1 9 6 6  

1 0 . Impor te r s  and who le sal e r s , s ince 1 Ju ly 1 9 67  
1 1 . Se l f-service grocery , January 1 9 68 
12 . Agency , Trans-Aus t ra l ia Air l ine s , February 1 9 68 
1 3. Var i ous agenc ie s ,  s ince Ju ly 1 9 68: 

B r idge s t one Tyre s 
B. A . L.M . Paint s 
Commonwealth-New Guinea Timber s 
T itan Nai l s  and Wire 

Was o  Limited ex i s t s  to serve the intere s t s  of it s shareho lder s , the 
produce r s  of  the produc t s  it marke t s ,  and the cus t ome r s  who se suppor t 
i s  s o  ne c e s sary f or it s c ont inued growth . It s purpose  i s  t o  cont r ibu te 
to and par t ic ipat e in the deve l opment and pro gre s s  of the c ommuni ty . 

F r om the aud it or ' s  re port in the same prospe c tus  -

The p r o f it s of  the C ompany we re as  fol l ows: 

2 1  Apr i l 1 9 64 t o  3 0  June 1 9 64 
1 Ju ly 1 9 64 t o  3 0  June 1 9 65 
1 July 1 9 65 t o  3 0  June 1 9 6 6  
1 Ju ly 1 9 66 t o  30  June 1 9 67 

$ 1 , 8 60 
15 , 59 4  
2 2 , 1 9 2  

4 , 255 

The ab ove prof i t s  have been arrived at after  charg ing al l expense s 
o f  working and management , inc lud ing depr e c iat i on and provid for  bad 
and d oub t fu l  deb t s . 

The on ly remune rat i on paid t o  D ire c t o r s  was $ 60 dur ing the year 
end ed 3 0  June 1 9 68 . 



The f o l l owing d ividend s have been paid by the Company : 

1 2  mont hs  ended 3 0  June 1 9 65 $ 1 1 , 1 74 1 0% 
1 2  months ended 3 0  June 1 9 6 6  1 6 , 28 2  1 0% 
1 2  months ended 3 0  June 1 9 67  3 8 , 752 1 0% 
1 2  months ended 3 0  June 1 96 7  43 , 3 42 1 - $ 2  fu l ly pd 

s hare for fou r  
sha res hel d  

Prov i s i on has been made i n  the ac c ount s for  the year ended 3 0  June 
1 9 68 f o r  a d iv idend o f  f ive per cent (5%) on paid-up cap i ta l  of 
$ 6 1 , 000 to be dec lared at  the Annual General Meet ing for 1968 . 
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Chapter 2 

by T . S .  Ep s t e in* 

From 1 9 60 t o  1 9 6 6  the Gro s s  Terr i t ory  Pr oduc t at factor  c o s t  o f  t he 
mone tary s e c t or grew at an average annual rat e  of  1 2.5 per cent; the 
ave rage annual rat e  of  growth of  t otal  Gros s Terr i t ory Pr oduc t inc lud ­
ing sub s i s tence out put was e stimated at 6.2 per cent for the same 
period . Manufac tur ing increased at  an ave rage annual rate o f  1 6 . 5  per 
cent  and is  expe cted t o  c ont inue growing at thi s rat e  unti l 1973. 
Commerce expanded at t he annual rate o f  1 3  pe r cent from 1 9 60 t o  1 966 
(T . P . N . G .  1 9 6 8 : 9 ) . The s e  are quit e c ons i derab le growth rate s whi ch 
c ompare fav ourab ly with o ther underdeve l oped economi e s  during the ear ly 
s tage s  of the ir growt h . Kenya ' s annual ave rage rate of  increa s e  in the 
monetary s e c tor was no more than 7. 5 pe r cent b e tween 1 9 63  and 1 9 6 6 ;  
manufac tur ing expanded a t  an average of  1 1 . 8  per c ent  per year (Repub l i c  
o f  Kenya 1 9 67 : 6 ) . H owever , Kenya i s  more e c onomica l ly d iver s i f ied than 
Papua-New Guinea : agr i cu lture there con s t i tut e s  no more  than ab out 2 0  
pe r c ent and manufac tur e s  1 5  per cent o f  Mone tary Gr o s s  Prod uc t  whi le  
the appr opr iate  percentage s for  Papua-New Guinea are  35 per cen t  and 
7 per  cent . Tanzania i s  probab ly a b e t t e r  f ie ld f or c ompar i s on ,  though 
acc ord ing t o  the Wor ld Bank Mi s s ion it  a lr eady faced a prob lem of land 
shor tage in 1958 ( IBRD 1 9 60 : 5) . Tanzania ' s Gro s s  Dome s t i c  Produc t , 
inc lud ing s ub s i s tence out put whi ch in 1 958 c ons t itu ted 40 pe r cent o f  
t ota l produc t ,  increased a t  the average annual rat e o f  5 . 6 p e r  cent 
f r om 1 9 63-66 ( He l le ine r 1 9 6 8 : 9 0) , as c ompared with the rate in Papua­
New Guinea o f  6. 2 pe r cent . 

The c onsiderab le over-al l  gr owt h rate in Papua-New Guinea i s , how­
ever , not a l t oge the r  re f le c ted in ind igenous e conomic inv o lvement .  The 
ind igenous share in e conomi c expan s i on ,  par t i cu lar ly in s phere s out s i d e  

lture , ha s been v e r y  smal l and this  i s  expected t o  c ont inue f or 
many year s 

The F ive-year Plan for  Papua-New Guinea spe c if i ca l ly s tat e s  tha t  one 
o f  i t s  aims i s  to  'Prov ide  emp l oyment , t rain ing and bu s ine s s  oppor tunit ie s 

* Dr T S car le t t  E p s t e in i s  S enior Fe l l ow in the Depar tment of  Ec onomi c s , 
Re s earch School of Pac i fi c  S tud ie s , The Au s t ra l ian Nat i onal Univer s i ty .  
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for the indigenou s peop le ' (T . P.N . G . 19 6 8 : 45) . At pre s ent the owner ­
ship and management of  indu s trial and whole sale und er taking s i s  almost 
ent ire ly in t he hand s of expatriate s. There are cons iderable number s 
of  indigenou s ly owned trade s tore s  and trucks f or which t he re are no 
detai l s  on annual turnover , but even wi thou t  this informa tion it is 
obviou s that indi genous i on is  only a minor par t  of  over-all 
e c onomic ac tiv ities in this sphere . Why d o  ind i gene s have such l i t t le 
s hare in the over-a l l  busine s s  expansion ? What are the obs tac le s pre-
vent ing the ir greater par t  ion and how can the s e  obs t a c l e s  b e  
ove r c ome ? 

I shal l at t empt t o  answer the s e  que s t i on s  and wi l l  c onfine my s e l f  t o  
ind igenous sma l l  enterpr i s e s  i n  the s ervic e , proce s s ing and manu factur ­
ing indu s t rie s . Ve nture s  in agr i culture are n ot inc luded . I b e g in wi th  
an examinat i on of  the  vari ous type s of  bus ine s s  oppor tunit ie s in  ord er 
t o  e s tab l i sh tho s e  mos t  suitab le f or immed ia t e  ind igenous par t i c ipat i on . 
The avai lab i l i ty among s of the ne c e s sary fac t or s  of pr oduct ion 
i s  t hen examined and case s tud ie s co l le c t ed among the Tolai and the 
Gorokans are used to to show the d i f f i cu l t ie s  encountered in the 
e s tab l i shment and running o f  bu sine s se s . Sugge s t i ons are made f or in­
increas ing t he number s of indigenous ent repreneur s and manager s . 

On the bas i s  of  the of To lai e c onomic growt h ,  I compiled a 
s chema o f  deve lopment for  sma l l-s cale s o c ietie s  (Ep s t e in 1968 : 34f f . )  
s tar t ing with a ' t rans i tion period ' aft er fir s t  c ontact wi th the out ­
s ide w or ld , f o l l owed by an 'agr icultura l  inve s tment per i od ' dur ing 
wh i ch the popu lat i on c oncent rate s  i t s  e ffor t s  on producing ca sh c r op s  
for  the newly e s tabl i s hed marke t .  Thi s i s  succeeded by an ' inve s tment 
t r ia l  pe r i od ' dur ing whi ch enterprising ind igene s begin inv e s t ing s ome 
of their re s our c e s  in s er v ice indu s t ry , wh ich by it s very nature i s  
prot e c t ed from f ore ign c ompe t it i on , though it i s  s t i ll expos ed t o  c om­
pe t i t i on from expatr iat e s  on the s pot . More over , only bas i c  t raining 
i s  ne c e s sary to c onduc t such bus ine s s  venture s. Ind igene s s t ar t  
operat ing r e ta i l  s t ore s , transport fac i l i t ie s  and catering e s tabl i sh ­
ment s ,  but due t o  lack of bus ine s s  exper ience most of  their early 
venture s fai l. As s oon as they a cquire suf f i c ient know-how , they enter 
the 't ert iary inve s tme nt pe r i od ' dur ing which the maj or ity  of their 
bus ine s s  venture s are succe s s ful and they cont inue t o  expand the ir 
act iv it ies in the s erv ice indus t r ie s . Th i s  pat t e rn of e conomic d evelop­
ment is c lear ly not iceab le in re cen t  Tolai  e c onomi c hi s t ory .  It has 
al s o  b een f ound to app to Gorokan e c onomi c growth (F inney 1 9 69) and 
pr obab ly hold s good for a great number  of s imi lar smal l- s cale  s oc i e tie s . 
Consequent ly , retailing , and cater ing can b e  regard ed as  the 
fir s t  busine s s  ac tivi tie s in whi ch ind igene s par t i c ipat e. 

As the e c onomy of Papua-New Guinea wi l l  probab ly be based  on pr imary 
indus t ry for  a l ong t ime t o  c ome , the next bus ine s s  out le t s  t o  be  
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examined l ie i n  the sphere  of proce s s ing o f  agri cultural produce . D i f ­
f e rent c r op s  have d i fferent proce s s ing requirement s rang ing f r om c o c onut s ,  
the meat o f  wh ich c an be  dried in the sun without the need for any cap it a l  
out lay , to the c o s t ly equipment nec e s sary t o  proce s s  tea . The greater 
the s c ale o f  proce s s ing act iv i t y  required , the le s s  the l ike l ih ood of  
irmned i at e  ind igenous par t icipat i on. Ye t even large-s cale enterpr i s e s  
can b e  tack led b y  ind igene s .  Owne rship may be  ve s t ed in ind igenou s  
shareholder s who emp l oy an expatr iate manager to  c ond uc t the bus ine s s  
and t r ain ind igenous emp l oyee s .  Palnamadaka , the Rabau l furniture 
fact ory , is run a l ong the s e  line s (W i l s on 19 68 : 2 6 ) . Another pos s ib i l i ty 
i s  f or the enterpr i s e  t o  be  ve s ted in a c or porate g roup , such as  a l ocal 
g overnment c ounc i l . F or ins t ance , the Gaze l le Local  G overnment Counc i l  
suc ce s s fu l ly operat e s , with the aid o f  expe r t  management , the Tolai 
Cocoa Pro j e c t , whi ch has a s s e t s  exceed ing $550 , 00 0 . 

The F ive-year Plan l i s t s  al l produc t i on o f  art efac t s , baske t s , p ot t e ry , 
mat s and such l ike under  the one he ad ing of  c o t t age indu s t ry ,  whi ch im­
p l i e s  the produc t i on of the s e  art i c le s  on a smal l s cale  only . However , 
c on s ider ing t he extent o f  the world  marke t  f or New Guinea cur i o s  such 
as  masks  and o the r carv ing s as we l l  as  f or she l l  and s eed j ewe l le ry , it  
should be p o s s ib le to  s e t  up larger workshops and in s ome cas e s  even 
fac t or ie s to  mee t  t he demand . Thi s  c ou ld be  a very prof itab le avenue 
for ind igenous entrepreneur s . 

Simi l ar ly , the t ouri s t  indus t ry o f f e r s  c on s iderab le oppor tuni t i e s . 
The p lan seems t o  d ivid e  the ob j ec t ive s o f  i t s  t ouri sm prograrmne int o  
tho s e  c oncerning expat r iat e s  and thos e  af fe c t ing the ind igenou s p opu la­
t i on .  It want s to encourage pr ivat e inve s tment in the prov i s ion o f  
acc ormnodat i on w i t h  s t andard s  ac ceptab le t o  t our i s t s , and this  large ly 
c oncern s  expatr iat e  fund s and management . At the s ame t ime it wan t s  t o  
' pr ov ide oppor tunit ie s  f o r  g reat er indigenous par t ici pat i on thr ough 
emp loyment and training and the supp ly of good s and s e rv ic e s  (T . P  N . G 
1 9 68 : 75) . Ind igene s cou ld p lay a p red ominant ro le in the t our i s t  
indu s try b y  ope rat ing trave l agenc i e s. Such agenc ie s shou ld be  r e ­
s p ons ib le f or t he re cep t i on of t our i s t s  a t  air  or sea  por t s , t he ir 
hote l and t rave l b o oking s , the ir excurs ion s  und er  the gu idance of  
ind igenou s trave l hos t s  or h o s t e s ses , the d i s p lay o f  t rad i t i ona l 
danc i ng as we l l  as  o f  the manufacture of  art e fac t s  and curi o s , and 
the running o f  re f re s hmen t  p lace s  and u l t imat e ly even large h o te l s . 

Because transport  ranks among the f ir s t  p r i or i t ie s  in ind igenous 
bus ine s s  venture s ,  many veh i c le s  already b e ing on the r oad s , there i s  
a growing need f or garage s ,  pe tr o l  pump s and mot o r  workshop s . Ever y  
year te chnical c o l lege s and apprent i ce s cheme s i n  Papua-New Guinea turn 
out t rained me chanic s , many of  wh om wish  t o  s e t  up independent bus ine s s e s  
but lack the know-how . 



A s  a re sult  of  the rap id g r owth of  t owns there i s  a c on s iderab le 
demand f or new hou s ing , at  lea s t  part of whi ch c ould  be me t by ind i ­
genous bui lder s . A numb e r  o f  ind igenou s bu i ld e r s  and bui ld ing 
c ont rac t or s  have in fac t been operat ing f or s ome year s , but on ly on a 
c omparat ive ly smal l s cale . Other workshop s and sma l l  fac t or ie s s uch 
a s  carpent ry , c l othing manufac ture and serv i c e s  l ike hairdre s s ing , 
tai lor ing and shoe repair s c ou l d  be  s e t  up . 

The ab ove i s  by no means an exhau s t ive l i s t  o f  b us ine s s  oppor tuni­
ties  open to  ind igene s , a lthough they are , in my op inion ,  the 
immed iate ly mos t  s ing one s. 
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There are f our separat e fac t or s  o f  p roduc t i on :  (a) land , (b ) labour , 
( c ) capi tal , and (d ) entrepreneur s hip and management , and the ir appro­
pr iate int erac t i on d e t e rmine s the  degree of  s ucc e s s o f  any bus ine s s  
ven ture. 

(a ) Land f or bus ine s s  s it e s  pre s ent s l i t t le prob l em t o  the 
ind igenous ent repreneur and the r e f or e  ne ed not  b e  e lab orat ed upon. 
Except  in t own cent re s , where land i s  h e l d  by the Admin i s t rat ion and i s  
a t  a premium , the l oca l entrepreneur of ten has a d i s t inc t advantage 
over hi s expatr iate  c ompe t i t or as  he can e s tab l i sh trad i t i onal r i ght s 
t o  bus ine s s  s it e s . 

(b ) Labour . Thi s involv e s  not only the quant i t y  but a l s o  the 
qua l i ty of  the work f orce . There i s  s t i l l  a c ons iderab le shor tage in 
Papua-New Guinea of men and women with part i cu lar ski l l s. As a re sult , 
the sma l l  ent repreneur who want s t o  emp l oy trained workmen mus t  compe te 
f or the ir s e rv ice s with the large expatr ia t e  f irms who can af f ord t o  
pay h i gh e r  wage s and o f fe r  b e t t e r  amenit i e s. Con sequent ly he i s  a t  a 
d i sadvantage. If , on the other hand , he h ims e l f  i s  a ski l l ed man and 
can run h i s  venture wi th the aid o f  s ome unski l led  labour , he  i s  in a 
much b e t t er bargaining p o s i t i on .  However , th i s  l imi t s the p o s s ib i l i t y  
of  h i s  bu s ine s s  expans ion . 

There i s  thus an urgent need f or ski l led  craft smen , a s  we l l  as f or 
c lerks , ac c ountant s and other t rained s taf f .  Even the sma l l  trade s t ore  
owne r or t ruck owne r mus t  g e t  s ome adv ice on  b ookkeeping. He  has  t o  
know i f  he i s  making a profit  o r  f ind out what i s  caus ing h i s  l o s se s . 
Many To lai entrepreneurs are acut e ly aware o f  the ir lack of  accountancy 
knowledge and try t o  ove r c ome it by keeping a saving s acc ount in the 
name of the i r  t ruck or  t rade s tore to hand le  rece ipt s and expend i t ure  
o f  the ir bus ine s s e s. Adu l t  educa t i on c la s s e s  in  bas ic b ookkeep ing 
te chnique s and management prac t i c e s  migh t he lp  t o  fi l l  th i s  g lar ing 
gap in the educat i onal sys tem in Papua-New Guinea. A t  the same t ime 
expatr iate who l e sa l e r s  c ould  be enc ouraged t o  take a great e r  int e r e s t  
in the bus ine s s  o f  the ir  cus t ome r s . One o f  the Gor oka s up p l ier s pro­
v ide s two s imp le but  ext reme ly u s e fu l  s erv i ce s ,t o Goroka s tore owner s. 
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F ir s t , t rucks ar e s ent out  t o  p i ck up s tore owner s  in the i r  v i l lage , 
take them t o  t own , and then return them h ome wi th  their purchase s . 
S e c ond , who le saler s sugge s t  re tai l price s or provide l i s t s  o f  retai l 
price s calcu lated t o  al l ow a reas onab le prof i t  ab ove the c o s t  of s t ock 
and operat ing expens e s . The Goroka s tore owne r can the re f ore a lmo s t  
aut omat i cal ly c ount o n  s ome pro f i t  from running a s tore - prov ided h e  
kee p s  h i s  cash rece ipt s , s t orekeeper and cred i t  a l l ocat i on under  
c ont rol  (Finney 1 9 69 : 4 1-2 ) . 

The Nat ive Marke t ing and Sup p ly Serv ice Ltd - or Namasu - f ounded  
in 1 959 b y  the  Lutheran Mi s s i on of  New Gu inea , prov id e s  an even more 
integrat ed and e f f i c ient s e rv ice t o  l ocal r e tai ler s . Namas u  manage r s 
of fer te chn i cal and manager ial he lp when asked , adv i se on order ing and 
pr i c ing , and a l s o  prov ide  regular supe rv i s i on of a s imp le s y s t em o f  
acc ount s  f or l ocal trader s .  Namas u  dea l s  with  ov er 7 00 ind i genou s 
operated s tore s (Fairbairn 1 9 69 : 49 ) . 

Who le sal e r s  and c omme r c ial banks can thus act as a s top gap meas ure  
t o  ove r c ome the  immed iate shor tage o f  t rained ind igenous manager ia l  and 
accountancy s taf f . 

( � )  Ind igenous cap i ta l  f ormat i on can only c ome from 
ind igenou s sav ing s . Ye t the per cap ita cas h  income in Papua-New Guinea 
( $ 82 in 1 9 65- 6 6) i s  s t i l l  s o  l ow that it s e ems s urpr i s ing t hat ind i gene s , 
who o f ten have d if f i cu l ty ob taining l oans , d o  acquire c o s t ly as s e t s . 
How d o  they rai s e  the ne c e s sary fund s for  inve s tment ? F ir s t , mos t  o f  
the ir requirement s are sat i s f ied  b y  s ub s i s t ence output whi ch re s ul t s  in 
a high s av ing s rat i o  of cash income; and s e c ond , a number of  people  
of ten purchase an as se t j oint ly . Thi s  i s  an informal proce s s  not  re­
c ogni sed in New Guinea law . A group o f  ind iv idua l s  pool  the ir re s ourc e s  
t o  purchase  a cap i ta l  as se t . The number  of  c ontr ibut o r s  and the ir ind i ­
v idua l  s ub s cr ipt i on s  vary great ly . One Gor oka truck , c o s t ing $3 , 00 0 , 
was b ought j oint ly by 7 84 ind iv idua l s  f r om nine teen v i l lage s c ontrib ut ­
ing sums · rang ing from 1 0  cen t s  t o  $484 (F inney 1 9 69 : 2 2 ) . In 1 9 60 , 40 
per cent o f  the 1 44 hou seho ld s in Rap i t ok , a Tolai par i sh , held share s 
in one or other of  f our large t rucks and t en j eep s . The s ize o f  in­
ve s tment ranged from $8 to $3 , 600 : 52 per cent of  tho s e  who had s har e s  
i n  t ransport  had c ontr ibuted le s s  than $ 1 00 (Ep s te in 1 9 6 8 : 70) . Very 
few of  the s e  j oint ly acquired as s e t s  are run on a who lly ' c orrnnuna l ' 
bas i s  (F inney 1 9 69 : 2 2 ) , a s  in almo s t  a l l cas e s  there  are at leas t two 
or  three ene rget i c men who want t o  run the venture . 

Ini t ia l ly capi tal f ormat i on was fac i l i tated by the t rad it ional 
c orporate  owner ship  of land whi ch i s  wide s pread in Papua-New Guinea : 
owne rship o f  land i s  ve s t ed in a kin group and managed by it s e lder  
or  ' big man ' . The mos t  ent e rpr i s ing ind igene s s oon rea l ised  that t he re 
i s  a b ig d if ference b e twe en cu l t ivat ing land and operat ing cap ital 
as s e t s . To ge t the mo s t  e f fi c ient serv ice and the maximum inc ome f rom 
a bus ine s s  venture , ind iv idual re sp on s ib i l i ty was requir ed; as a re sul t 
there i s  a marked t rend t oward s  ind iv idual owner sh i p . A s  i t  i s  mor e  
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d i f f icu l t  for one ind ividua l to  a c cumulate  fund s t o  buy a c os t ly a s se t  
than i t  i s  f or a number o f  pe op le , the move away f r om c orpor a te owner ­
ship lead s t o  an incre a s ing amount o f  sma l l  s av ing s a ccumulat ing in 
banks whi le at the s ame t ime it i s  re spon s ib le for  a reduced r a te o f  
cap i t a l f orma t ion unle s s  the ne ce s sa ry cred it i s  ma de ava ilab le t o  
budd ing entrepreneur s .  In Feb ruary 1 9 68  there we re 1 3 , 75 7  T o la i sav ing s 
a c c ount s wit h depo s i t s  amount ing t o  $ 6 68 , 4 8 8  he ld in the C ommonwea lth 
Saving s B ank a t  Rabaul. By February 1 9 69 the numb e r s  had r i s en t o  
35 , 258 and the t o ta l  amount t o  $ 1 , 608 , 13 2 . l In 1 9 68 a pprox ima te ly 40 
per cent of t ot a l Tol a i  bank s av ing s wa s d e p o s ited with the C ommonwea l th 
Bank . A s suming t hi s  p ropor t i on ha s rema ined unchanged , Tola i bank 
s av ings now amount t o  ab out $4 , 000 , 000 , a s um which i f  channe l led int o 
prof itab le inve s tment c ou ld p lay an impor tant par t in e c onomic gr owth . 
However , a To l a i  i s  usua l ly re luc tant t o  lend t o  another Tola i ,  even i f  
there a re no  immed ia t e  kin t ie s  be tween them . H e  fea r s  that the b orr ower 
may t ry t o  avo id repayment of  the loan , l e t  a l one int e re s t  payment , by 
manipu l a t ing the cha in re la t i onship whi ch u l t ima t e ly link s a l l  T o la i . 
Thi s  wid e spread s oc ia l  ne twork t end s t o  impede int ra-Tola i l oans and 
c on sequent ly s low s  d own the ra te o f  e conomi c expan s ion . The ind i genous 
s av ing s and l oan s o c ie t i e s  are  an a t t empt t o  over come the s e  intra-t r ib a l  
susp i c i ons , but s o  far  they have managed t o  t a p  only a very sma l l  par t  
o f  t ot a l ind igenous saving s . 

Ind igene s d o  not a ppear t o  be  intere s t ed in buying sha r e s  in la rge 
and we l l- e s tab l i shed c oncerns s uch a s  Burns Phi lp . Such inv e s tment , 
though c ompara t ive ly prof i tab le , i s  t oo far-removed; t he ind iv idua l  
s ha reholder i s  in no p o s i t i on t o  see  the a s se t s  a cquired w it h  h i s  money 
By c ontra s t , Pa lnamadaka furniture fact ory  in Rabau l had no troub le in 
ra i s ing $20 , 000 share cap i ta l  f r om the loca l people . 2 Thi s  c le a r l y  
ind ic a t e s  t h a t  ind igene s p re fer  t o  inve s t  the ir  money loca l ly ,  where 
they can a c t ua l ly s e e  i t  working . Thi s  p o int  is  s upported by t he fa c t  
tha t  a lmos t  a l l  l oca l shareh o lder s in Pa lnamadaka came f r om nea rby 
c oa s t a l  s e t t lement s .  Se c ond , l oca l financ ier s s eem to pre fer  to put 
money int o more forma l i s ed inve s tment out l e t s  such a s  reg i s t ered share s ,  
r a ther  than s p ons or int e r-per s ona l or int ra-t rib a l  l oans . Over  5 , 000 
New Guineans are now sha reholders  in Nama su :  t he ir sha re of th e t o t a l 
i s sued cap i t a l r o s e  from 3 7  per cent in 1 9 60 t o  53 per c ent in 1 9 65 
when the va lue o f  the ir sha reho lding wa s $ 74 , 3 1 6  (Fa irba irn 1 9 69 : 3 8 ) . 

The obv iou s  le s s on t o  be  learned from this  i s  t o  promote  the e s tab­
l i shment o f  more d i s per sed ent erpr i s e s  ope r a t ing as  pub l i c  l imi ted 
c ompanie s , pre fe rab ly reg i st ered under s imp l i fied  c ompany leg i s la t i on . 3 

Such venture s c ou ld t a p  l oca l s av ings and by e f f i c ient management , 
expa t r i a t e  if  ne c e s sary , yie ld c on s iderab le d ividend s  a s  we l l  a s  pro­
v ide t ra ining and emp l oyment f or l oca l pe op le . 

Let t e r  from bank manager dated 23 . 1 . 69 .  
2 3 

See p . 6 .  See p . 43 .  



2 2  

The large amount o f  To lai bank sav ing s i s  not on ly a funct ion o f  
the ir thr i f t ine s s  but a l s o  o f  the dearth o f  at t rac tive inve s tme nt 
oppor tunit i e s . The l ocal demand for retai l s t or e s  and t rans p or t  
fac i l it ie s  i s  a lmo s t  saturated . In 1968 the To lai p opulat ion o f  about 
60 , 00 0  had 5 1 2  reg i s t e red mot or vehic le s; thu s  there were no more than 
1 20 ind iv idua l s  per car , which means that many car s were unde remp loyed , 
and c ons equent ly we re not pro f i tab le ent e rpri s e s . S imi lar ly , there i s  
an over-supply o f  t rucks f or the l imi ted Goroka t rad e (F inney 1969 : 47 ) . 
F inney ( 1968 : 395)  apt ly re fers  t o  the newly weal t hy Gorokans as  be ing 
' c onsp i cuou s  inve s t or s ' . There is a gr owing amount of ev idence f or the 
S outh Pac i f ic reg i on as  a who le to show that as  househo ld income r is e s  
income e las t ic i t ie s l f or mo s t  c las se s o f  good s and service s fal l and 
the marg inal propens ity t o  save r i s e s  sub s tant ial ly (B lyth 1969 : 354) . 
Ind igene s are not only ' c on s p icuou s inve s t or s ' :  they are a l s o  ' c on­
s p icuous saver s ' .  The s e  tra i t s  in New Guinea s o c ie t ie s  are obv i ous ly 
c onduc ive to the accumu lat ion of cap i ta l  and hence to s e l f-gene rat ing 
e c onomic growth . 

( d )  Ent repreneur sh ip and management . Thi s was a separate fac t or o f  
product ion i n  pre-contac t day s . Trad it iona l  New Guinea s oc i e t i e s at tach 
a high va lue to per s ona l achievement , whi c h  is symb o l i sed in the ir ' b ig 
man ' . Achievement i s  measured accor d ing t o  d if fe rent cri ter ia ,  but in 
mos t  cas e s  the d ominant one is the leve l of accumu lated  as se t s . It i s  
the rami f i cat ion o f  thi s e c onomi c or ientat ion wh i ch is  the crucial 
fact or in the deve l opment o f  modern ind igenous bus ine s smen .  Ind igene s 
have been more int e re s ted  in emu lat ing European e conomic ac t iv i t ie s 
t han the ir consump t ion pat tern (F inney 1969 : 1 7 ) . They were  qu i ck t o  
s e ize on thos e  smal l-s cale entrepreneur ial act iv i t ie s whi ch d id not 
require s pe c i f i c  ski l l s  f or the ir exe cut ion (e . g .  t rade s t or e s , trµcks , 
c opra d rying and s o  on) and act ivi t i e s  f or wh ich l oca l demand cou ld be 
e s t imated . Once t h i s  demand is saturated , whi ch is fas t approaching in 
the more advanced par t s  of Papua-New Gu inea , ind igenous cap ital f orma­
t ion begins t o  s tagnat e ,  whi le savings c ont inue to inc rease (as among 
t he To lai s ) . Thi s  s tagna t i on i s  not due t o  lack o f  p e op le who wou ld 
l ike t o  be ent repreneur s :  45 per cent of  2 8 7  t ra ine e s  int erv iewed a t  
two technica l training ins t itut ions in Port More sby ind i cated that t hey 
we re keen to s tart the ir  own bus ine s se s  after  they qua l i f ied . Mo s t  of 
them int ended t o  operate in the ir own home region rather than in Por t 
More sby . More over , on ly two o f  the 2 87 int erv iewed based the ir asp ira­
t ions on promo t ion wit hin indu s t r ial , g overnme ntal or  corrnne r c ia l  
organi sat i ons . One p o s s ib l e imp l i cat i on i s  that re s p ondent s saw 
advancement within the European d ominated organi sat i ons wh ich emp l oyed 

' Inc ome e la s t i c it y ' is d e f ined as  the r e s p ons ivene s s  o f  demand t o  
per centage change in quant i ty demand ed 

(Li' ps ey changes  in income ; i. e .  
h · per centage c ange in income 

196 7 : 1 1 8 ) . 
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them as  more  l imi ted  t han advancement through the ir own entrepreneurial 
act iv i ty . l 

A s  ye t there are ve ry few ind igenous ly owned and operated workshops 
in Papua- New Guinea . Thi s  is  probab ly the re sult  o f  lack o f  bus ine s s  
know- how on the par t o f  skil led craft smen . Trad ing e s ta t e s  may he lp 
ove r come th i s  d i f f icul ty . In Kenya such t rad ing e s tat e s  were set  up 
s pe c i f i ca l ly t o  house sma l l  indus t r ia l  e s tab l i shment s owned and run by 
Afri can ent repreneur s .  An int egral par t of t he e s tat e s  is a te chnical 
cent re , wh ich prov id e s  workshop fac i l i t ie s  and technica l  as s is tance as 
we l l  as marke t s t udy repor t s . The s e  s ervi ce s are manned by expe r t s  from 
ab road wh i le l ocal o f f i c e r s  are be ing t rained t o  per form s uch fun c ti ons 
( Repub l i c  o f  Kenya 1 9 6 8 : 80) . 

Few Papuans and New Guineans have trave l led out s ide the i r  immed iat e 
home area . Fewe r s t i l l  have had the oppor tunity t o  vi s i t  Au s t ral ia and 
not more than a hand fu l have been t o  any o the r part  of  the wor ld . The ir 
busine s s  ventur e s  are there fore h ome - orientated . They are hard ly aware 
of  the s tate o f  demand out s ide  the ir immed iate  home area . They have 
l i t t le idea about po s s ib l e  export marke t s , nor do they know enough ab ou t 
manufactur ing ventur e s  t o  be  prepared t o  take the r i sk  and s tar t produc ­
ing import  sub s t i tut e s . It  i s  t h i s  lack o f  a wider v is ion wh ich I 
regard as  the maj or ob s tac le t o  the d ive r s i f i cat i on of  ent repreneur ial 
ac t iv i t ie s  among Papuans and New Guineans . 

S tud ie s which I c onduc ted in 1 9 68 at Rabau l and Koki marke t s  c l ear ly 
ind i cate the great need for impr ovement in the intra - terr i t or ial sys tem 
of  d i s t r ibut i on . The ave rage pr ice o f  are ca nut s per pound i s  3 cent s 
at Rabau l marke t and 15 cent s at  Koki; swe e t  potatoe s are about 1 cent 
per p ound a t  Rabaul and 6 cent s at Koki and s imi lar p r i ce d i s crepanc ie s 
exi s t  f or mos t  of  the other items s o ld at  the s e  two maj or marke t s . 
Tolai l iving in Por t  More sby have repeated ly t o ld me that the qua l i ty 
o f  pr oduce s o ld at Kok i i s  of ten infe r ior t o  that at Rabau l marke t .  
More over ,  about 30  per cent o f  b e t e l  nut s and as much as  40 per cent o f  
swee t  p otat oe s b rought f o r  sal e at Rabaul market remain uns o ld a t  the 
end of the day . By c ont ras t ,  at Kok i marke t I have wat ched large 
quantit ie s of sweet  p otat oe s be ing s o ld within one hour , and there i s  
ke en c ompe t it ion t o  pur chase  the pr oduce . A t  Rabau l marke t there i s  a 
surp lu s  supp ly with cons equent ly much l ower p r i ce s : at Koki the vo lume 
o f  demand far excee d s  supp ly and price s are c ons equent ly much h igher . 

Thi s  s ituat i on cal l s  for  more e f f i c ient int ra- ter r i t or ial marke t ing . 
S ome Chine s e  t rade r s , rea l i s ing t he bus ine s s  oppor tuni t ie s  in Rabaul , 
buy areca nut s  at the marke t and s e l l  them at cons iderab ly h igher  price s 
in the i r  s t ore s when the market i s  c l o sed . They a l s o  expor t are ca nu t s  
from Rabaul f or re sale i n  trade s t ore s in o ther part s  o f  Papua-New 

1 A lan Rew , work - in- pr ogre s s  repor t o f  bus ine s s  a s p irat i on s  o f  a samp le 
of te chni cal t raine e s . 
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Guinea . However ,  as expat r iate retai l ing i s  n o t  geared t o  s e l l ing under 
pre s ent marke t-p lace c ond i t i ons , th i s  s phe re o f  ac t iv i ty remains t he 
prerogat ive o f  Papuans and New Guineans It  c ou ld b e  a pr of itab l e ent e r­
pri s e; ind iv idua l s  or c orporate groups  such as l ocal g overnment c ounc i l s  
o r  c o-operat ive s c ould ac t as  who le sale d i s tr ib ut ing agent s for l o ca l ly 
grown produce . Such cormne r c ia l  venture s would no d oub t inv o lve a l o t  
o f  organi sat ion and e f f i ci ent management: c o l lec t i on of  supp l i e s  wou ld 
have t o  be arranged acc ord ing to target  dat e s ,  and transpor t and r e tai l 
out le t s  s e cured . However ,  an impr oved sys tem o f  intra-t err itorial 
marke t ing wou ld not  only inc rease income s of  produc e r s  in f ood surp lus 
areas , bu t wou ld al s o  reduce pr ice s in the expand ing urban cent r e s  and 
thereby l ower the urban c o s t  o f  l iving . 

Dur ing my marke t surveys I had a number o f  ideas f or p o s s ib l e  d iver­
s i f i ca t i on o f  ind igenou s  e c onomic ac t ivi t ie s , e . g .  the product ion o f  
curry powder  and gr ound g inger; the p ickling o f  cucumbers; the canning 
or free zing of frui t , vege tab l e s  and f i sh; the export ing . of she l l  and 
seed j ewe l lery; the s e t t ing up o f  re fre s hment p lace s s e l i ing p lat e s  o f  
l ocal ly prepared food and s o  on . I d o  not c laim t o  have any expe r t  
entrepreneur ial ski l l s; t he s e  new oppor tunit i e s  occurred to  me s imp ly 
be cause I was ab le to mat ch exper ience of demand pat t erns and pr ice s 
in o ther c ount r ie s  with my knowledge of  l ocal s upp ly po tent ial and it s 
c o s t s . Ind i gene s have as  ye t t oo narr ow an e conomic hor i z on t o  b e  ab le 
t o  t h ink of s ome o f  the s e  pos s ib le bus ine s s  out le t s , and they cannot 
gauge t he r i sk inv olved . Even if they have id eas on new ventur e s , very 
few o f  them would know how t o  imp lement them . At  pre s ent there i s  a 
dear t h  o f  ind igenous ent repreneur s wi th a wider v i s i on as we l l  as o f  
men capab le o f  manag ing bus ine s s e s . Th i s  has led s ome expatr iat e 
e c onomi s t s  t o  c onc lude that in the years immed iate ly ahead the e c onomi c 
expan s i on o f  Papua-New Guinea depend s almo s t  ent ire ly on expatr iat e 
ac t ivi t ie s , at leas t in the non-rura l s e c t or ( T . P . N . G . 1 9 68 : 4 7 ) . 

Papua-New Guinea i s  by no means unique in i t s  shor tage of capab le  
ind igenous ent repreneurs  and manager s . Thi s  i s  a phenomenon wid e s pr ead 
in the und e rdeve loped par t s  of the wor ld . The Admini s trat i on ,  rea l i s ­
ing the ne ed t o  s t imu late ind igenous ent repreneur s ,  s e t  up a Bus ine s s  
Adv i s ory S e rv ice . H owever , the number and qua l i fi cat i ons o f  bus ine s s  
adv i s e r s  app o inted s o  far have not been s uf f i c i ent t o  me et  t he cha l lenge 
they are expe c t ed t o  face . In fac t , there i s  an urgent ne ed for a fu l ly 
int egrated prograrmne of  management t raining on a large s cale . Such a 
s cheme shou ld invo lve the emp l oyment o f  many more  and be t t e r  qual i fied 
bus ine s s  adv i se r s . Volunteer s from abroad s uch as memb e r s  o f  the Peace 
Cor p s  or church organi sat i ons , as  we l l  as  expe r t s  from the United 
Nat ions c ould be  cal led upon t o  he lp in thi s emergency . 

S e c ond ly ,  large-s cale management t raining fac i l i t ie s , b oth theore t ical 
and p rac t i cal , should be  mad e avai lab le to ind igene s .  F irms shou l d  be 
asked to o f fe r  manage r ia l  tra ining to indigene s; at the same t ime bus i ­
ne s s  c o l lege s should b e  s tar ted t o  provide c ou r s e s  f or adu l t s and for 
those h igh s chool leave r s  who d o  not wish , or do not qua l i fy , to at t end 
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univer s (A univer s  i s  b y  no means a ne c e s sary prerequ i s i t e  
t o  any ent repreneur ia l o r  manager ia l a c t  . ) Such c o l lege s mi ght be 
organi s ed a long the l ine s of  the Indu s t r ia l T ra ining Ins t itute at Nakuru , 
Kenya , wh i ch wa s set  up with Ja pane s e  a s s i s tance t o  impar t  indus t r ial 
knowledge and i s e  t o  African bus ine s sme n  ( Re pub l i c  o f  Kenya 
1 9  : 5 8) The Lut heran mi s s i on of  New Gu inea ha s been mos t  ent e rp r i s ing 
in the of  bus ine s s  tra ; it ope r a t e s  a commerc ia l  c o l le ge 
near Lae in c onjunct ion with Nama su wh ich provide s  on-the-j ob tra ining 
fa c i l i t i e s  (Fairba irn 1 9 69 : 25 ) . Many more s uch venture s would be help­
ful  in overc oming the lack o f  t ra ined indigenous managers  or  a c c ountant s .  

F ina l , more and more Papuans and New Guineans shou ld be s ent abroad 
to t r a in in Aus tra l ian ,  Ame r ica n ,  Br it i sh , Japane s e , Ma layan , Hong Kong 
and other  bus ine s s  e s tab l i shment s . Th i s  c ou ld be the mos t  important 
manager ia l me t hod t o  be  us ed . Such pe r s ona l exper ience of 
bus ine s s  l ife out s ide Papua-New Guinea c on s t itut e s  an important p re ­
c ond it i on f or the furthe r  expan s i on o f  ind igenous enterprise  and 
management . 

New Gu ineans who have neve r le f t  t he ir home area  are not aware 
o f  the impor t ance of punctua l i ty Th i s  a ppe ars  to be a fa i r ly gene ra l 
phenomenon in rur a l  s oc ie ty . The lack of  t ime-cons c iou s ne s s  i s  re f le c ted 
in the i r  bu s ine s s  dea l ings whe re they a t t a ch very l it t le import ance t o  
ke ep ing t o  agreed d a t e s . Indus t r ia l  e c onomi c a c t iv i ty , however , i s  
geared t o  t ime in i t s  minute s t  e lement ; supp ly d a t e s  and t ime s  have to 
be me t .  

In my a t t empt s  t o  promote T o l a i  e c onomic growth I managed t o  s e cure 
ord e r s  and advance payment s at ru l ing re tai l  pr ice s in Rabaul for two 
l o t s  of ten seed  ne ckla c e s  a nd for f i fty ne ck lace s and bra c e le t s . I 
p laced  the s e  orde r s  in Sept ember  1 9 68 and s t re s s ed tha t  it wa s e s s ent ia l 
tha t  the good s  be s ent by a i r  s o  that they reach the Aus t ra lian cus t omer s  
be f ore Chris tmas . I s ent t he a ppropriate  amount s ,  inc lud ing fre ight ex­
pense s ,  to the s upp l ier s : one a prominent To la i p o l i t ic ian , a nother an 
enter p r i s ing young Tola i t rade s tore keeper , whi le the larger ord e r  wa s 
given t o  t he Eur opea n women ' s  we l fare officer  in Rabaul t o  try  through 
her t o  encoura ge T o l a i  women t o  produce more  of this  type of j ewe l lery 
for  expor t . The s e  three p e op le had e a ch a s sured me , when I d i s cus sed 
the que s t ion of  ord e r s  with t hem in Rabau l , t ha t  order s wou ld be  
exe cut ed promp t ly as  required . Yet I am s t i l l  wa it ing t o  rece ive the 
ar t i c le s  from the T o l a i  supp l i e r s; the we l fare officer d id execute part 
of  the order  - she re fund e d  s ome of the advance payment but the pa r ce l  
arr ived in Aus t r a l ia a t  the end o f  Decemb e r , and wa s ,  the r e f ore , much 
t oo late  for the Chr i s tma s ma rke t . Thi s i s  the sort  of ca s e  whi ch ex­
pa tr iate bus ine s smen re l a t e  over and over aga in and wh i ch d i s coura ge s 
them from making c ont ra c t s  with ind igenous supp l ier s .  It t hr ows int o  
re l i e f  the urgent  ne ed f or effi cient management tra ining for New Gu ineans . 

Thi s , h oweve r ,  d oe s  not imp ly tha t  ind igenous pa r t ic ipat i on in indus ­
t r ia l  expans i on in Pa pua-New Guine a mus t  ne ce s sa r i ly wa i t  unt i l  ind igene s 
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themse lve s can s tar t , as we l l  a s  succe s s ful ly manage ,  bu s ine s s e s. There 
is always the pos s ib i l i ty t hat indigene s  can sub s cr ib e  cap ital  to smal l 
and med ium s i zed vent ur e s  and emp l oy exp e r t  expatr iate s t o  run them, 
wh i le ind ige nou s und e r s tudie s train t o  take over  ful l  re s pon s ibi l i ty. 
Thi s  s eems to  b e  the general pa ttern in many of  t he newly independen t  
African s tate s. I t  i s  a t t rac tive be cause it  o f f e r s  p o s s ib i l it ie s  t o  
ind i gene s for immed iate  par t i c ipat i on in indus t r ia l  expans i on ,  whi le 
at  the same t ime provid ing training for future managers . However , the 
l onge r  range need o f  widening the hor i z on o f  p ot ent ial indigenous entr e ­
p reneur s should not be  over l ooked. 
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Chap ter 3 

by G .  Nash* 

Over seve n year s ago Kwame Nkrumah , the then leader  of Pan-Afr i cani sm ,  
p o inted out ( 19 62 : 1 04 )  that Afr ican law 'mu s t  emb ody our trad i t i ona l 
s ocial  a tt itud e s  of c ommuna l end eavour , o f  a c las s le s s  s oc ie ty and of 
mutual s e l f  he lp so as  t o  av oid the na rrow interpre tat i on of  man ' s  
dut i e s  t o  the c ommun i ty and t h e  s tat e , f ound s o  o f t e n  i n  We s t ern law ' .  
Thi s may have b een demagoguery , but t he t ru th of h i s  s tat ement remain s . 
Law mus t be  adapted  t o  the need s o f  the c ommuni t y  whi ch it  s e rve s . The 
r e c ommendat i ons of  the Internat i onal Bank for Re cons truc t ion and Deve lop ­
ment and the re cent ly announced F ive-year Plan s t re s s  the need for 
e conomi c deve l opment in Papua-New Guinea , but there is  l i t t le point in 
deve l op ing the e conomy unle s s  the c ount ry pos se s se s  a lega l s y s t em 
adequat e  t o  maintain s uch deve lopment . Bus ine s s  law par t icular ly mu st 
take acc ount o f  the cus t oms and need s o f  the people . 

Leg i s lat ion in Papua-New Guinea c ont emp lat e s  the s o le t rad e r , the 
part ne r ship , t he reg i s tered c ompany and t he c o-operat ive. In add it i on ,  
the As s o c iat i ons Incorporat ion Ord inance 1 9 6 6- 1 9 6 8  permi t s  the grant ing 
o f  c orporate lega l  per s ona l i ty t o  a s s o c ia t i ons f ormed f or the purpose  
o f  prov id ing re creat i on or  amu sement , or o f  promot ing c ommerce , indus t ry , 
ar t ,  s c ience , re l ig i on ,  char i ty , pens i on or  superannuat i on s c heme s or 
other ob j e c t s  u s e ful to the c ommunity . Thi s Ord inance appear s to permit 
a bu s ine s s  organi sat ion t o  be incorporated  under  it. However , the 
Ord inance al s o  prov id e s  that an as s o c iat i on reg i s t e red unde r  it  mus t  
u s e  i t s  pr o f i t  and income t o  promote the a s s oc ia t i on 's  ob j e c t s  and mus t  
not pay any d iv id end o r  make any payment in t he nature o f  a d ividend t o  
it s memb er s . Thi s  mean s  that , a l though t he O f f i c e  o f  the Reg i s t rar o f  
Companie s may take a l ib eral v iew o f  what as s oc iat ions c ome within it s 
amb i t , the Ord inance cannot be u sed by an ord inary bus ine s s  enterprise  
to ob tain  incorpora t i on .  

* Profe s s or Nas h  i s  Dean o f  the Facu l ty o f  Law , Unive r s ity  o f  Papua and 
New Guinea , and from mid- 1 9 7 0  wi l l  be Pro fe s s or of Law , Monash Unive r s ity . 
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The re are n o  reg i s t rat i on requirement s f or s o le  trad e r s  o r  par tne r ­
sh ip s; but s e c t i on 1 4  ( 3 )  o f  the Compani e s  Ord inance 1 9 63-19 68 provide s 
that an a s s o c iat i on or par tner ship c ons i s t ing of  more than twenty 
pers ons f ormed f or the purpose  of  carrying on any bus ine s s  'which has 
f or i t s  ob j ec t  the acqui s it ion o f  gain by the as s oc iat ion or par tner ­
s hip or the ind iv idual member s  there of ' i s  i l lega l  unle s s  inc orporated 
under  that Ord inance or f ormed pur suant to  s ome other ord inance or 
le t t e r s  patent . Thi s  means that a pr o f it-making partner ship or an 
as s oc iat i on f ormed f or the acqui s it ion of  ga in i s  limi t ed in numb er  t o  
a max imum o f  twenty . Any group enterpr i s e  car r ied o n  f or prof it b y  
more than twenty member s and whi ch d oe s  n o t  wi sh t o  b e c ome a c o-operat ive 
i s  c ompe l led to reg i s ter under  the Companie s Ord inance , the prov i s ions 
of which in no way take acc ount of the s pe c i f i c  need s of Papua-New 
Guinea . 

C o-operat ive s o c ie t i e s  s erve a par t i cu lar purpose  at a cer tain s tage 
of development ,  but ind igenou s  group enterpr i se s hould not be l imi ted  
t o  t h i s  form o f  ac tiv i ty .  Moreover , many ind igenous bus ine s smen s eem 
re luc tant to take par t in the c o-ope rat ive movement . At  pre s ent t he 
c omme r c ia l  law o f  Papua-New Gu inea i s  bas ical ly that o f  Aus t ra l ia and 
the law doe s not adve r t  t o  the need f or the d eve l opment o f  ind igenou s 
bus ines s  ins t i t ut i ons based on the more s  and cus t omary bus ine s s  ent e r ­
pr i s e  o f  the ind igenous c ommunity (Mead 1 9 67 : 5) . 

The Aus t ra l ian s i tuat i on 

Adherence t o  the Aus t ra l ian pat t ern of  part ne r s h ip and c ompanie s 
leg i s lat ion would not  be s o  surpr i s ing i f  it were not t hat in Aus tral ia 
i t s e l f  there i s  c ons iderab le d i s sat i s fac t i on with the current c ontent 
and operat i on o f  the uni fo rm Companie s  Ac t s . The pre s ent s t atut ory 
p r ov i s ion s  evo lved from leg i l sat i on o f  the e ight eenth and nine-
teenth centur ie s wi thout any real thought be ing g iven to the j ur is t ic 
p remi s e  upon which the c oncept  o f  c orporat e per s onal ity re s ted . The 
pr oduc t  of thi s  p ie cemeal legi s la t i on ,  c omb ined with the pragmat ic 
approach of  the c ommon law c our t s , has re su l t ed in leg i s lat ive prov i ­
s ions only par tial ly suited t o  the need s o f  Aus t ra l ian bus ine s s  
ente rpr i s e . They are even le s s  re levant t o  the encouragement o f  
ind igenous group ent erpr i s e  in Papua-New Guinea . 

C ompany law and the c orporat i on a s  i t  exi s t s t oday both have the ir  
or ig ins in  the f ie ld o f  admini s t rat ive law . The original purpose s of 
incorpora t i on were regulat ive and monop o l i s t i c rathe r  than s tr ict ly 
c omme r c ial . A s  I have point ed out e l sewhere (Nash 1 9 67 : 1 43 )  regard ing 
Aus tra l ia , it i s  t ime we c ons idered the d i s t inc t charact e r s  o f  the 
smal l bus ine s s  ent erpr i s e  in c orporate  f orm and t he large indus t r ia l  
trad ing or  f inancial corporat ion which wi e ld s  e c onomi c and qua s i ­
p o l i t i cal  p ower . They me r i t  d i f ferent treatment . 

Eng l i sh law has not evo lved a satis fac t ory j ur i s t ic t heory of  
c orporat ions . . . .  The S tate i s  now endeav our ing to  lay d own 



d e t ai l e d  rules  of  c onduc t for c orpor a t i ons . T o  date  the pre ­
vai l ing view appears t o  b e  that i t  i s  t oo l at e  t o  approach 
s uch i s s ue s  on the bas i s  of the imp l ement a t i on of fundamenta l ly 
new j uri s t ic p rinc ip l e s  in order that ther e  s hould , for examp l e , 
be  a l l owed t o  exi s t  only cer tain types  o f  group per s onal i t ie s . 
The rec ent ly enac ted and propos e d  l e g i s l a t ive amendments  s tern 
primar i l y  from the re finement and e l aborat ion of exis t ing bas ic 
theories . 

( C ampbe l l  1 9 6 7 : 349 ) 
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T h e  l imi ted l i ab i l i ty c omp any h a s  adap t ed t o  t h e  needs  o f  modern b us i ­
ne s s  ext reme ly we l l  in Eng l and , Aus t r a l i a  and the Uni ted  S t ates  in a 
bus ines s and ec onomic , i f  not  in a legal , s ens e . I t  empha s i s e s , how­
ever , that c orpora t i on l aw is the produc t of a par t icular c ommuni ty a t  
a par t i c ul ar p oint i n  hi s t ory . I t  i s  prob ab l e  that the future  deve l op ­
ment o f  c orpor a t i on law i n  Aus t r a l i a , the Uni ted Kingd om and the Uni ted  
S ta t e s  wi l l  be  bas e d  on  the  nature and func t i on o f  the  bus ines s enter ­
p r i s e s  which c urrent ly op erate in tho s e  c ountri es . In a l l , the 
' depe r s ona l i s ed and ins t i tut i ona l i s ed l arge c orporat ion ' has bec ome a 
maj or fac tor in the na t i ona l ec onomy and s oc ie t y . 

In l arge c ompanie s  the re i s  a great  d i vi s ion be tween s hareholders , 
di rec tors  and management .  The s hareho lders  c ont ribute the c ap i t a l  and 
receive e i ther in c ap i ta l  growth or in d ividends the ne t p r o fi t s  from 
year t o  year; the d i rec t ors  make p o li c y  dec i s i ons , determine d i s tribu­
t i on o f  divi dends and c o l l ec t  fees for the i r  expert  advice  and 
r e s p ons ib i l i ty; management makes d ay-t o-day dec i s ions in the l i ght  o f  
the d irec tors ' p o l i c y  d i rec t ives , and i n  fac t c ontro l s  the running o f  
the c ompany . The s hareho lder  i s  me re ly a n  inve s t or . The d e t a i led  
regul a t i ons c ont r o l l ing c ompany ope rat ion s  in Aus t r a l i a  are b a s ed 
pr imari ly on thi s d ivi s ion be tween s harehol de r s  and c ontr o l  o f  the 
c ompany . In Papua-New Guine a there are c orpora ti ons o f  this  kind and 
l aws s hould exi s t  app ropri a te to the ir needs . Indi genous b us ine s s  
enterp r i s e s  are very d i f ferent , and l aws whic h  are inappropr iate t o  
the nee d s  o f  l ar ge quas i-p ar tnerships  in  Aus t ra l i a  are even les s  s ui t ed 
t o  indi genous bus ine s s .  A maj or fac t or in the lat ter ' s  growth i s  the 
d eve l opment of smal l v i ab le enterpr i s e s . 

B us ine s s in P apua-New Guinea i s  no t deve lop ing in the l ai s s ez faire 
c ontext , nor wi l l  it  go through the evo l ut i onary s ta ges which hi s t ory 
imp o s e d  on c orp ora t ions in Aus t r a l i a  and the Uni t ed  Kingdom . The need s  
o f  indi genous bus ines s enterp r i s e  are d i f ferent; i t s  hi s tory i s  d i f ­
ferent from Aus t r a l i a ' s . It  i s  emerging into an era  o f  s oc ia l  c ontr o l  
o f  ec onomi c power . I t  i s  finance d  di fferently  and i t  s e ems tha t the 
ind i genous bus ine s sman has a d i f ferent p i c t ure of his  re l a t i ons hip to 
the c ommuni ty which he s e rve s ( or exp l oi t s ) . Ye t in Papua-New Guine a 
there exi s t s  wi thout modi f i c at i on the s uperimp o s ed Eng li s h  and Aus t r a l i an 
c onc ep t o f  the c orporat ion which i s  no t unders tood by the ma j or i t y  o f  
t h e  inhabi t ant s , and which i n  my v i ew h a s  l i t t le r e l evanc e in t erms o f  
j ur i s t i c  c onc e p t  t o  the needs  o f  the country . Why mus t the gr oup pers on 
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i n  Papua -New Guinea nec e s s ari ly t ake the form o f  the logic a l ly irre ­
levant c orpora t i on who s e  form and j ur i s t i c  bas i s  d epend primar i ly on 
ac c i dent s  of Engl i s h  l e ga l  hi s t ory ? 

Those  who argue agains t modi fying or re thinking the Aus t ra l ian 
pat tern o f  legi s la t ion for Papua -New Guinea s tre s s  the nee d  for s uc h  
l e gi s l at i on t o  protec t inve s tors  in bus ine s s  venture s .  They argue 
that i f  pro tec t ion i s  needed  in Aus t ra l i a  where  management i s  more 
s ki l le d  and s hareho lders  more aware of the i r  r i gh t s , then it is doub ly 
needed  in Papua -New Guinea b e c aus e o f  lac k o f  s ki l l  in management and 
abs enc e o f  s ophi s t i c a t ion in tho s e  who c ontribute money t o  the e nte r ­
p r i s e . However ,  i n  Aus tra l ia the l e gi s la t i on has not a lways pr ovid e d  
a p r o tec t i on f o r  the inve s tor . Many o f  the provi s i ons in t h e  uni form 
C ompanies  Ac t s  d erive from p i e c emea l  amendment s s eeking t o  fi l l  gap s 
exp lo i te d  by the uns c rupulous and t o  create  c ontrols  needed  b y  the 
inc ompe tent ; the s e amendment s have no t always ful fi l led  the i r  p urp o s e . 
The e f fic acy o f  the pr ovi s i ons o f  the C ompani e s  Ac t s  dep ends upon the 
s ki l l  o f  management , the a l e r t ne s s  o f  audi tors  and the promp tne s s  o f  
the l aw .  Only t o  a very minor extent i s  the d i l i genc e  o f  s hareho l d e r s  
r e l evant . I t  appears tha t c ompanies  l e gi s lat i on in p rac t i c e  mor e o f t e n  
ac t s  t o  puni s h  inc omp e t e nc e , ne g l i genc e  and d i s hone s ty than t o  p r o te c t  
the s hareho l d ers . T o  tho s e  who s t i l l  re t ain fai th i n  the c e r t ainty o f  
the C ompani es Ac t s ' p r o te c t i on , des p i t e  the c rashes re l a t ing to  Re i d  
Murray , the Korman group , H . G .  Pa lmer and o thers , I woul d ask :  To  whom 
d oe s  the aud i t or report ? Who emp l oys the aud i t or ? What d o  s hareho l de r s  
know o f  t h e  interna l  workings o f  t h e  c ompany ? Who ens ur e s  tha t  the 
d i re c tors  are b o th c omp e tent and c ons c i entious ? The law does no t pre ­
vent d i re c t ors from be ing inc omp e te nt or d i s hone s t ; i t  may ac t as  a 
d e t errent t o  ind ividual d irec t ors . Fur ther , many o f  the ' pr o tec t i ons ' 
o f  the l e gi s l a t i on d o  not app ly t o  the exemp t prop r i e tary c omp any , l 

a l though s uch a c ompany s t i l l  fal ls wi thin the general  s c ope o f  the 
C ompanie s  Ac t s . 

There i s  c ons iderab l e  d ispute t od ay on whe ther the exemp t prop r i e t ary 
c ompany has bec ome an anomaly . 2 I t  is real ly an extended partners hip 
which has b een given the p rivi l e ge o f  l imi t e d  l i ab i l i ty even though 
the r e  need no t b e , and in prac t i c e  o ften is not , any s epar a t i on be tween 
management and inve s t or . But for i ts l imi t e d  l i ab i l i ty , the r e  woul d  be  
no more  pub l ic intere s t  in  it  than there is  in  any o ther partners hip . 
I t  exi s t s primar i ly as a device  for s eparat ing out r i s k  capi t a l  and , 
in i ts pre s ent form has l i t t l e  t o  c ommend i t s  cont inued exi s tence in  

1 
Loos e ly d e fined as a c ompany wi th l e s s than fi fty shareholde r s , the 

s hare s  o f  which are not  free ly t rans ferab l e , which does  no t o ffer i t s  
shares t o  the pub l ic , and in  whos e  s hares n o  bene fi c ia l  intere s t  i s  
he l d  d irec t l y  o r  ind i rec t ly b y  a pub l ic c ompany . 
2 

S e e , for examp le , C ampbe l l  ( 19 67 ) , Nas h ( 1 9 67 )  and Gower ( 1 9 62) . 



Aus tral i a . I t  may , however ,  have an impor tant role  t o  p lay in a 
d eve l op ing c ountry . 
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I t  i s  prob ab le  that i f  ind i genous bus ine s s enterp r i s e s  deve l op in 
Papua -New Guinea on a large s c ale  i t  wi l l  be  through s ome form of group 
ent i ty with a widespread s hareho l d ing . F or s ome t ime nei ther s hareho lders  
nor  management wi l l  be ful ly c onver s ant wi th s t andard acc ounting p rac t i c e  
n o r  wi th the lawyers ' c onc ep t o f  t h e  c orpora t i on Henc e , w e  should  
c ar e ful ly c ons ider what  mod i fi c a t i ons t o  our predetermined i deas are 
nec e s s ary t o  fos ter  the growth o f  such bus ine s s enterpr i s e . I t  mus t b e  
remembered that prov i s i ons which aim t o  give protec t i on t o  a s hareho lder 
in Aus t r a l i a  do not  nec e s s ar i l y  give the s ame protec t i on t o  a v i l lager 
who s e  ties and r e l a t i ons hip wi th management are more c omp lex and qui t e  
d i f fe rent from thos e which exi s t  b e tween t h e  Aus tral i an s hareho lder and 
management .  

I t  i s  c lear that the var ious indigenous c ommuni t ies  in the 
T erri tory had e s tab l i s hed an equi l ib r i um of c ommuni ty l iving 
tha t  in each cas e made  up a ve ry c omp lex who l e . Us ua l ly the 
b as ic s truc ture turned upon land us e .  But pe rs onal relat ions , 
mar r iage , inher i tanc e , s tatus , e c onomic s and the influence and 
awarene s s of the s upernatural were a l l  intertwine d . I f  one o f  
tho s e  aspec t s  o f  communi ty l i fe i s  inter fered wi th , a l l  are 
d i s t urbed . 

(Derham 1 9 63 : 49 8 )  

Thi s  b alanc e  has al ready been inter fered wi th qui t e  dras t i c a l ly B ut 
we s hould not i gnore the exi s t ing t i e s  and the s oc i a l  patterns which 
have emerge d  wi th the growth o f  a c ash e c onomy and the d eve lopment of 
entrep reneurial  s ki l l s . The s e  should b e  c ons i dered b e fore as s uming the 
app rop r i at ene s s of legis l a t i on which has b e en deve l oped  e l s ewhere Of 
what value i s  it  t o  a shareho lder t o  know that the ac c ount s  of the 
c ompany are b eing kep t c orrec t ly and tha t c onve n tiona l  account ing 
prac t i c e s  are b e ing us ed  when the balanc e s he e t  and p r o fi t and l o s s 
account are meaningl es s t o  him , and when account ing prac t i c e  does  not 
t ake into ac c ount the q ui te  d i s tinc t  prob l ems of a d eve l oping country ? 
How does  the average New Guine an s hareh o l de r  eva luate  a d i rec tors ' 
s tatement under s ec t ion 1 62 ( 6d )  o f  the C ompani e s  Ord i nanc e 1 9 63 - 1 9 68 
that c ertain c urrent as s e t s , i f  s o l d , wou l d  not real i se the i r  b ook 
value ? Does the average Namas u  s hareho lder  app rec iate  the his t or i c a l  
methods adop t e d  for c a l cu lat ing the company ' s  balanc e shee t ?  

Mar gare t Mead ( 1 9 67 : 7 ) s t res s e s  the fol ly o f  l owering s tandards 
becaus e o f  lac k  o f  educ at i on . She p oint s out that unsys tematic  re l axa ­
t i ons wi th regard t o  meas urement , time , form- fi l l ing and the l i ke are 
danger ous , in that the ' imp or t e d  sys tem which s hould provide a mode l  
o f  p r e c i s ion and form b e c ome s a mud d l e d , re laxed , ine f f ic ient mockery 
o f  the c omp lex modern s ys tem from which i t  derives ' .  However , thi s 
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c r i t ic ism har d ly app l i e s  t o  a a t t emp t t o  adap t le g i s l a t ive  
p a t t e rns t o  the  bus ine s s nee d s  o f  the  c onnnuni ty . There  i s  an indi ­
genous approach to  c orporate deve l opment , t o  bus ine s s  respons ib i l i t i e s  
and t o  d i s t r ibut i on o f  p r o f i t s . I t  s hould not  b e  rej ec ted  wi thout 
c ons i dering how it works in the vi l lage env ironment . B o th Mead 
( 1 9 67 : 5 - 6 )  and F inney ( 19 69 : 10 ,  2 7 - 8 )  have adverted  to the s e  forms 
b a s e d  on t radi t i ona l obl i ga t i on patterns and F inney has shown the way 
in which bus ine s s in the Goroka area has s tennned from , or found i t s  
s ourc e s  in , trad i t i onal group ac t iv i ty . 

Or igins o f  ind i genous gr oup enterpr i s e  

S o  far the financ ing o f  ind igenous busine s s  has been pr imar i ly a 
fami ly a f fairs . F inney points out ( 1 9 69 : 2 1 )  that in Goroka , a l though 
pers onal  accumulat ion o f  s avings i s  impor tant : 

accumulat i on mus t b e  c ombined wi th a me thod o f  d rawing t ogether 
the c ap it a l  of many individua l s . The me thod u s e d  by Gorokans 
is known as ' po o l ing money ' ( b ungem mani ) . I t  i s  an in forma l  
proces s , unrec ogn i s e d  in New Guinea l aw , l by which a group o f  
pers ons , varying from a few t o  s evera l hund red , p o o l  their  
s avings for  the  purchas e o f  a vehic l e , the  c ons truc t i on and 
s toc king o f  a trade s t ore  or the ini t i a t i on of s ome o ther 
enterp r i s e . 

F inney ( 1 9 69 : 22)  re fers  t o  one c as e  whe re 7 84 individua l s  from nine teen 
v i l l a ge s  c on tr ibute d , in s ums ranging from 1 0  c en t s  t o  $ 484 , s l i ght ly  
over $ 3 , 000 for  the purchas e o f  a truc k . It  i s  the  p oo l ing o f  res o urces  
that  enab l e s  the creat i on of  the  bus ines s .  Thi s is  o f ten the  only s ourc e 
o f  financ e read i ly ava i l ab l e  as  per  c ap i t a  inc omes are l ow .  

F r om what T o  Robert  s ai d  ( 19 67 : 2 9 )  a t  the F i rs t Wai gani S eminar , i t  
s eems probab l e  that the Gaz e l l e  P enins ula i s  atyp i c a l  o f  P apua -New 
Guinea in that there has been there  a l arge growth of individual  wea l t h  
whi ch h a s  enab led  individua ls  t o  g o  i n t o  bus ine s s wi thout c a l l ing f o r  
c onnnuni ty as s i s t ance . E l s ewhere bus ine s s enterp r i s e s  a r e  financed  by 
money from a group whe ther i t  be  c lan ,  v i l lage or fami ly . O f t en the 
c ontribut ing members  of  the group wi l l  number more than twenty . Enter ­
pri s e s  are c onduc t e d  in the areas o f  produc e  marke t ing , c ons ume r  
re tai l ing , t ruc king and p rovi s i on o f  sma l l  boa t and c anoe s ervi c e s  
whi ch are e s s ential  t o  c onnnerc ial  l i fe . 

F ew o f  thes e group ente rpri s e s  are inc orporated under the C ompanies  
Ordinanc e . They d o  no t qual i fy for  inc orpor a t i on under  the  As s oc ia t i ons 
Inc orporation Ord inanc e nor are they c o - operat ive s . I f  they are p ar tner ­
s hi p s  or  as s oc i a t i ons formed for the purp os e o f  c ar rying on bus ine s s wi th 
the obj ec t o f  gain , they are , wher e  the ir  members  exc e ed twenty , i l l e ga l  

1 
Emphas i s  added . 
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unl e s s  inc orporated . The bas ic  d i f ficulty i s  t o  determine the re l a t i on ­
s hip b e tween the c ontributors and the bus ines s .  S o  far there has been 
no real  l e ga l i s t ic analys i s  of  the nature o f  the ob l i ga t i ons c reated  by 
the c ontrib ut ion of money by the extended fami ly or o ther groups . The 
group bus ines s e s  thems e lv e s  o f ten appear t o  b e  mot ived by que s t i ons o f  
pres t i ge o r  pers ona l c onvenience ( e  g .  i n  the owning o f  a t ruck o r  the 
avai l ab i l i t y  of trans p or t )  rather than a d e s ire  for p r o fi t . A v i l lage 
mee t ing may dec i de to  buy a truck  and one p e r s on may be  given the t a s k  
o f  c o l lec t ing t h e  required money . The amounts  c o l lec ted from indiv i ­
dua l s  may or may not  be  recorde d . Us ual ly rec e ip ts  wi l l  not b e  i s s ue d  
and in mos t  c as e s  i t  wi l l  be  almos t impos s ib l e  t o  r e c onc i l e  any records  
kep t wi th the money ac tua l ly c o l lec t e d . In  o ther cases  a group mee t ing 
may d e c i d e  ( or a s e l f - appointed l eader may pers uade the fami ly , c l an ,  
v i l lage or l ingui s tic  group )  that money s hould be  c o l lec ted  for ' bus i ­
ne s s ' The exac t amb i t  o f  the busine s s  wi l l  b e  l e ft und e f i ned  and one 
man wi l l  t e nd t o  as s ume c ontrol  and d e termine the way in which i t  
d eve l ops . 

A f ter the money i s  c o l lec ted the bus ines s leader appears t o  t ake 
c ontro l  of the opera t i on and t o  use the money at  his  d i s c re t i on , with­
out being c onc erne d  t o  pay interes t ,  divid e nd s  or  a s hare o f  the p r o f i t s  
t o  t h e  c ontributors . Nor , i t  s eems , d o  c ontr ibut ors nece s s ar i ly expec t 
any Wes t e rn - type return on thei r  inves tment . They may b e  c ontent t o  
r i d e  f r e e  o n  the truc k  which h a s  b e e n  purcha s e d , t o  gain pre s t ige from 
par t  ' owners hip ' o f  the s tore , the t rac t o r  or  the s awmi l l , or  to  rec eive 
a hand -out from the bus ines sman when in nee d . The bus ines sman - or 
management - re cogni s e s  his ob l i gat i ons to the c ontributors . In  many 
c as e s  the r e l a t i onship s avour s o f  paterna l i s m  and is remini s c ent o f  the 
feud a l  era . As one bus ines s leader t o l d  F inney ( 1 9 69 : 28) : ' When the s e  
peop le are i n  need  I give them s ome money bec aus e they he lped me wi th 
c o f fe e . Alrigh t , now I he lp them we l l  - by b uying s ome food when they 
are s hort , by buying me at , buying rice , and by giving p i gs at  a feas t . '  

Al though the c ontr ibutors d o  not norma l ly take part in running the 
bus ine s s they c le ar ly c ons ider they have s ome s or t  of prop r i e t ary 
intere s t  in the as s e t s  purchas e d , even i f  not in the b u s i ne s s  i ts e l f . 
The c ontribut i on does not  appear t o  b e  a l oan in  that i t  does  no t s eem 
to be  rep ayab l e  by the bus ines sman i f  the bus i nes s is d i s c ontinued , I f ,  
for examp le , a truck wh ich forms the main  as s e t o f  a bus ines s depreciates  
t o  the s t age o f  b eing wri t ten  o f f  and  the  bus ine s s  leader  rep lac e s  it  
out  o f  h i s  own p ocke t  or out o f  the  profi t s  o f  the  bus ine s s ,  the c on ­
t r ibut ors appear t o  have the s ame r i gh t s  in  r e la t i on t o  the new truc k  
as  they had i n  r e l a t i on t o  i t s  predece s s o r . I t  d o e s  no t appe ar t o  b e  
a n  inves tment o f  c ap i t a l  as t h e  p r ivi leges  c laimed by t h e  c ontribut ors 
d o  not  nec e s s ar i ly vary wi th the p r o f i t s  of  the bus ine s s or  the amount 
o f  the i r  individua l  c ontributi ons F inney ( 19 69 : 3 2 )  s ugge s t s  that the 
c ontribut ors may in s ome s en s e  regard the b us ines s and i t s  as s e t s  as 
the i r s . He re fers t o  one Gorokan bus ine s s leader who c ons idered i t  
e s s en t i a l  t o  p lay d own h i s  pers ona l r o l e  i n  h i s  bus ine s s h o l d ings , and 
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wh o wa s c are ful t o  p rovide  s ervi c e s  when require d . Thi s man s ai d  that 
the b us ine s s as s e t s  d i d  not  real ly b e l ong t o  him and tha t he  was rea l ly 
the manager o f  the bus ine s s and the as s e t s  i t  c ontrol l e d . He  ind i c a ted  
that  to  adop t any o ther a t t itud e  would c reate  res entment in tho s e  who 
had c ontributed fund s t o  s tar t the bus ines s .  

Does  thi s re l a t i ons hip (whatever i t  may b e )  infringe s ec t ion 14  ( 3) 
o f  the C ompani e s  Ordinanc e ? Does  i t  c ons t i tute a partne r s hip o r  as s o ­
c i at i on a s  s een by that s ec t ion ? I n  my v i ew , the part i e s  d o  not intend 
a p ar tner s hi p  r e l a t i onship as  known in  Engl i s h  l aw .  This  d oe s  no t mean , 
however , tha t  they have no t created  s uch a re l a t i onshi p . 

The P ar tnership Ordinance 1 9 5 1  s ec t i on 6 de f ines p ar tnership as ' the 
re l a t i on which s ub s i s ts be tween pers ons c arrying on a bus ine s s  in c ommon 
with a v i ew o f  p ro fi t ' but does  not  inc lude the r e l a t i onship b e tween the 
members  of a regis tered  c omp any o r  of a c ompany or  as s oc iat ion ' formed 
or  incorporated by or  in pursuanc e of any o ther O r dinanc e , Ac t of P a r ­
l i amen t  o r  le t te r s  patent or  Royal C har ter ' .  T h e  indi genous busine s s e s  
re ferred t o  d o  not fal l  wi thin e i ther o f  the exp re s s  exc e p t i ons i n  t he 
s ec t i on . Are the c ontributors c arrying on a b us ine s s in  c ommon with a 
view o f  p r o fi t ?  Bus ine s s  has a very wid e  meaning and I d o  not thi nk i t  
c an b e  argued that the ac t ivi t i e s  c arried  o n  d o  no t fal l  wi thin i t s  
amb i t  1 B u t  i t  i s  q ue s t i onab l e  whe ther b us ine s s i s  be ing c arried  o n  b y  
the c ontributors who appear t o  d o  n o  more  than p ay the i r  c ontribut i on 

1 
O f  the wor d  ' bus ine s s ' S ir George Jes s e l  M . R . s aid  in v .  

( 18 80)  1 5  Ch . D .  247 : 25 8 - 9 : ' Now " bus ines s"  i t s e l f i s  a wor d  
o f  l ar ge and ind e fini t e  impor t .  I have b e fore me t h e  l as t e d i t i on o f  
Johns on ' s  D i c t i onary , edi t e d  by Dr La tham , and the re the firs t meaning 
given of it i s , "Emp loyment , trans ac t i on of a f fairs" ; the s ec ond , " an 
a f fair" ; the thi rd , " s ub j ec t  of bus ines s ,  af fair , or  ob j ec t  which 
engage s the c are" . Then there are s ome o ther me ani ngs and the s ixth 
i s , " s omething to b e  t rans ac te d" . The s eventh i s , " s omething requi red 
t o  be  d one" . Then t aking the l as t e d i t ion of the , 
which i s  a very good d i c t ionary , we find i t  a l i t t l e  more  d e fini t e , b ut 
wi th a remark wh ich i s  wor th read ing : " Bus ines s ,  emp l oyment ;  that which 
occup i e s  the t ime and a t t en t i on and l ab our o f  men for the purpos e o f  
p r o f i t  o r  improvement" .  That i s  t o  s ay ,  anything which oc c up ies  the 
t ime and at tent i on and l ab our of a man for the purp os e of p r o f i t  i s  
bus ines s .  I t  i s  a word o f  extens ive us e and inde fini t e  s i gni ficat i on 
Then , " B us ine s s  i s  a p ar t i c ular oc c up a t i on , as agr icul ture , t rade , 
mechani c s , a r t , or p r o fe s s ion ,  and when use d  in c onnec t i on wi th p ar t i ­
c ul ar emp l oyments i t  admi t s  o f  the p l ural  that i s , bus ines s e s" . There fore , 
the Leg i s lature c ou l d  not we l l  have us ed  a larger word . '  
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and l e ave the  c onduc t o f  the  bus ine s s  t o  ' management ' .  Thi s does  not  
nec e s s ar i ly p revent them b e i ng partner s . The normal ' s leep ing ' p ar tner 
may d o  no more than thi s , for acc ord ing to Lord Wens leyd ale  ( C ox v .  

( 18 60 )  8 H . L . C . 2 68 : 3 1 2 - 1 3 ) : 

A man who a l l ows ano ther t o  c ar ry on trade , whe ther in hi s own 
name or  not , t o  b uy and s e l l , and to  p ay over  a l l  the pro f i t s  t o  
him , i s  undoub t ed ly the p rinc ipa l , and the p er s on s o  emp l oyed i s  
the agent , and the princ ipal i s  l iab le for the agent ' s  c ontrac t s  
in the c our s e  o f  h i s  emp l oyment .  S o  i f  two o r  more agree that 
they shou l d  c arry on a trade , and s hare the profits  of i t , each 
i s  a p r inc ipa l  and e ach is an agent for  the o the r , and each is 
bound by the o ther ' s  c ontrac t in c ar rying on the t rade , as much 
as  a s ingl e  p rinc ip a l  would be  by the ac t o f  an agent , who was 
to g ive the who l e  of the p r o f i t s  to h i s  emp loyer . 

The Partners hip Ordinance 195 1 s ec t i on 7 provides tha t : 

In  determining whe ther a par tners hip d o e s  o r  d oes  no t exi s t ,  
r egard s hal l b e  had t o  the fol l owing rules : 
( 1 )  j oint tenancy , tenancy in c ommon , j oint prop e r ty , c ommon 

prop e r ty or par t owner ship d o e s  not  o f  i ts e l f  c reate  a 
p ar tners hip as to  anything he l d  or  owned j oint ly or  in 
c ommon , whe ther the tenant s  or owne rs do o r  do no t share 
any profi t s  mad e  by the us e the r e o f ;  

( 2) the s har ing o f  gro s s  re turns d o e s  no t o f  i ts e l f  c re a t e  a 
par tnership , whe ther the pers ons s har ing s uch returns have 
or have not a j oint or common r igh t o r  intere s t  in  any 
property from which or from the us e of whi ch the re turns 
are derived ; 

( 3 )  the rec e ip t  by a pe r s on o f  a s ha re o f  the p ro fi t s  o f  a 
bus ines s i s  pr ima fac i e  evidence that he i s  a partner in  
the bus ines s ,  but  the  rec e ip t  o f  s uch a s hare , or  of  a 
payment c ont ingent on or varying wi th the p r o f i ts  o f  a 
bus ines s ,  does  no t o f  i t s e l f  make h im a p ar tner in the 
bus ines s . . . .  

The s ec t i on then s tates  a number o f  c irc ums t anc e s  in which rec e ip t  o f  
a s hare o f  the p r o fi t s  d oe s  not i n  i t s e l f  make a pers on a par t ner . Thi s 
prov i s i on de fines par t ners hip in a p ure ly negat ive way and l e aves  many 
que s t ions unanswered . Thi s  app l ie s  par t ic u l ar ly  t o  s ub - s ec t ion 3 which 
i s , in the ab s ence of  abnorma l ly s ophi s ti c a t e d  reas oning , inherent ly 
s e l f - c ontrad ic t ory , a l though its prec i s e  t erms are exp l i c ab l e . However ,  
the c our t s  have ins i s te d  that the bas i c  c r i terion for the exi s t enc e o f  
a par tners hip i s  whe ther o r  not the a l l eged p ar tner s  are ac t ing o n  each 
o ther ' s  b eha l f  . l 

1 
S e e  S c ame l l  ( 1 9 62 : 7 9 )  and Hi ggins ( 19 63 : 67 ) . 
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However , the Ordinanc e , s ec t i on 9 ,  prov id e s  tha t : 

Every par t ner  i s  an agent o f  the f i rm and h i s  o ther p ar t ners  
for  the purp o s e  o f  the b us ine s s  o f  the p ar tners hip ; and the 
ac t s  of  every who does any ac t for c ar rying on in the 
us ua l way b us ine s s of the kind c arried  on by the firm of which 
he i s  a member b ind the firm and hi s partner s , unl es s  the 
p artner s o  has i n  fac t n o  authori ty t o  ac t for the firm 
in the par t i c ular mat t e r , and the pers on wi th whom he i s  deal ing 
e i ther knows that he has no autho r i ty or does not know or  b e l ieve 
him t o  b e  a par tner . 

Henc e par tners  are agents for e ach o ther . Which c omes f i rs t , the agenc y  
as a t e s t o f  partners hip  or  t h e  partners hip as  p r o o f  o f  agenc y ? In mos t  
P apuan and New Guinean cas e s  i t  i s  a lmos t c e r tain that n o  agency i s  in ­
tend e d . A l though the re l a t ionship i nt ended i s  c lear l y  out s ide any o f  
the c a tegories  wi th whi ch Angl o -Aus t ra l i an l aw i s  fami l iar , the ins i s t ­
ence on imp o s ing Wes tern j ur i s t i c  norms o n  t r ad i t i ona l s oc ie ty makes i t  
much more d i fficult  t o  d e c i d e  whe ther any agency i n  fac t exi s ts b e tween 
c ontrib utors  and management . Wi th s ome hes i ta t i on and on i ns uffic i ent 
informa t i on , it is my c onc l us i on that no agenc y  exi s t s  and hence no 
p ar tnership . Even i f  this t entative  c onc lus i on i s  wrong , many bus ines s 
ventures  whic h are b egun for pres t i ge reas ons or for c onvenienc e  may 
not qua l i fy as bus ine s s e s  c arried  on ' wi th a v iew o f  pro f i t ' .  

S ec t ion 1 4  ( 3 )  s t i l l  app l i e s  t o  a group enterp r i s e  even though i t  i s  
not a partnership . The s ec t ion not only forb ids p ar tnerships  o f  mor e  
than twenty p er s ons , i t  a l s o  forb i d s  as s o c i at ions exc eeding that number  
' formed for • . •  the  acqui s i t i on o f  gain ' . ' Gain ' i s  a much wider term 
than ' pr o fi t s ' and ' as s oc ia t i on ' a much l oo s er one than ' par tnership ' .  

Gain i s  s ome thing ob t ained or acquired . I t  i s  not l imi t e d  t o  
p e c uniary gain . We s hould have t o  a d d  the wor d  ' pec uniary ' s o  
t o  l imi t i t  And s t i l l  les s i s  i t  l imi t e d  t o  c ommerc i a l  p r o fi t s  . . . .  
C ommerc i a l  p r o fi t s , no d oub t , are gain , b ut I c anno t  find anything 

gain s imp ly to a c ommerc i al profi t 
( S ir Ge orge Jes s e l , M . R . 

I t  appe ars  that a l l  the bus ine s s ventur e s  wi th which we are c onc erned 
operate  for gai n , I n  my v i ew they are probab ly as s oc iati ons and fal l  
wi thin  the meani ng o f  s ec t ion 14 ( 3 ) � Thi s view i s  no t a firm one 
b e c aus e what  c ons t i tutes  an ' as s o c i a t i on ' i s  no t at a l l  c lear . 

v .  

s ome d i f f ic ul ty in s ee i ng how there could  b e  an as s oc iat i on for 
the purp o s e of c ar rying on a bus ines s which would b e  nei ther a 
c ompany nor a p ar tnership . . . .  But ac c ording t o  a l l ordinary 
rule s  of c ons truc t i on , i f  the as s oc i a t i on ment i oned in s e c t . 4 



i s  no t , s tric t ly , a c ompany or a p ar tnership , i t  mus t 
b e  s omethi ng o f  a s imi lar  kind . 

v .  Anders on ( 18 80) 1 5  Ch . D .  247 : 277 ) 

C o t t on L . J .  v ( 1880)  1 5  C h . D .  247 : 282) , in the s ame 
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cas e fe l t  that  i f  the t e rm as s oc i at ion ' was intended t o  mean s ome thing 
o ther than a c ompany or a partne r s h ip ' i t mus t deno te  s omething whe re 
the as s oc ia t e s  are in t he nat ur e  of p artne r s ' .  James L . J .  t ook the 
terms ' c omp any ' and ' as s oc ia t i on ' t o  b e  s ynonymous . He s aid that i t  
was 

the r e s u l t  o f  an arrangement by which p ar t ies  intend t o  form 
a par tne r s hip which i s  cons t ant ly changing , a partne r s h ip t oday 
c ons i s t ing o f  c er t ain membe r s  and t omorrow c ons i s t ing o f  s ome 
only o f  tho s e  members  a l ong wi th o ther s  who have c ome in , s o  
that there wi l l  b e  a c ons tant shi f t ing o f  the p ar tner s hip . . . .  

,_.;.;;....;.._ v . ( 1880)  1 5  C h . D .  247 : 27 3 -4) 

Later c as e s  indic ate that the maj or di f fe rence s  b e tween a p ar tner ­
s hip and an as s oc i a t i on are that one exi s ts for p r o f i t  and the o ther 
for gain  and that membership o f  an as s oc i a t i on need no t be  s tab l e  
The re mus t b e  mutual and ob l i ga t i ons among the ( the members 
o f  the as s oc i a t i on) . B ut whe ther the s e mutual r i gh t s  and ob l i ga t i ons 
nee d  nece s s ar i ly be  o f  exac t l y  t he s ame kind as the r i gh t s  and ob l i ga ­
t i ons o f  p ar tner s  i s  more  d oub t ful . 1 

I think mututa l  r i ghts  and ob l i gat i ons are created by the c ont r ibu­
tors  t o  th e typ e o f  bus ine s s enterp ri s e  under  d i s cus s i on , if  not 
direc t ly , then ' by j oining i n , and becoming p r ivy t o , a c ommon pro j ec t ' ? 
even wi thout d irec t c ommun i c a t i on . I c ons i der  ( again without s uf fi c i en t  
informa t i on)  t h a t  t h e  r ight s  and ob l ig a t i ons s o  c reated  prob ab ly  c on ­
s t i tute  the c ontrib ut ors and management o f  a n  a s s oc iati on . F or the s e  
reas ons I b e l ieve tha t many Papuan and New Guinean group enterp r i s e s  
are prob ab ly i l l e ga l  a s s oc i at i ons forbidden b y  s ec t ion 14  ( 3 )  o f  the 
C omp anies  Ordinanc e . It  has b een argued that the bus ine s s groups are 
not a s s oc ia t ions ' formed for . . the acqui s i t i on o f  gain ' b e c aus e the ir 
exi s t ence as  a group precedes  the making o f  any dec i s i on t o  c arry on 
bus ine s s or to  gain  or  profi t . At p r e s ent  there i s  s ome bas i s  
for doub t ing thi s factual premi s e . Even i f  i t  we re  c orre c t  I do n o t  
c ons i der t h a t  i t  would l ead to  the l egal c onc l us i on s ugges t e d . 

[ 1 943 ] S . A . S . R . 2 1 1 ; 
[ 19 3 2 ] 2 7  T as . 
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I n  Papua -New Guinea there i s  s pec i fic  prov i s i on f o r  the c us t oms o f  
the indigenous inhab i t ants t o  b e  taken into ac count and enforce d  by the 
c our t s . Thi s  prov i s i on is c ontaine d  in  the Nat i ve Cus t oms Rec o gni t i on 
Ordinance 1 9 63 , unde r  which , in  s e c t ion 4 ,  nat ive c us tom i s  d e fine d  a s  
' the cus t om or  us age o f  t h e  aboriginal inhabints  o f  the Terr i t ory ob ­
taining i n  r e l a t i on t o  the mat ter in que s t ion at  the t ime when and p lace 
in re l at i on t o  which tha t  que s t ion ari s e s , regardl es s  of  whe ther or not  
that  c us tom or us age has  ob t ained from t ime immemor i al ' . There i s  thus 
no b ar , ari s ing out of the nove l ty of ind igenous bus ine s s enterpr i s e s  
financ ed  b y  group c ontr ibut i ons , which woul d  prevent the re l a t i onship 
c reated  b e tween management and c on tr ib ut or s  b eing rec ogni s ed as  a nat ive  
c us t om .  

But  s ec t ion 6 o f  the Ordinance provides  that ' Sub j ec t  t o  this  Ord i ­
nance nat ive cus t om sha l l  be  rec o gni zed  and enforc ed  by , and may b e  
p leaded in , al l c o ur ts ' ,  and then l i s t s  a number o f  exc e p ti ons t o  this  
general p ermi s s ion .  One exc e p t i on ar i s e s  where cus t om ' i s inc ons i s t e nt 
wi th an Ac t ,  Ordinance  or s ub ordina t e  e nac tment in  force  in the T er r i t ory 
or  a par t  of the Terr i t ory ' .  I f  my c onc lus i on that indigenous group 
enterp r i s e s  infringe s ec t i on 14  ( 3 )  o f  the Companies  Ordinance i s  r i gh t , 
then s ec ti on 6 o f  the Nat ive Cus toms Reco gni t i on Ordinance prevents the 
c ourt s  from giving l e ga l  recogni t i on e i ther to the re lat i onship b e tween 
c ontributors and management , or to the nat ure o f  the group s  thems e lve s 
as quas i -c orp or a t i ons acc ording t o  c us t om .  Even i f  the group s  are n o t  
' as s oc iati ons  f ormed for . .  t h e  acqui s i t ion o f  gain ' , there i s  s t i l l  
d i f ficul t y  i n  recogni s ing them unde r  this  Ordinanc e . S ec t i on 6 i s  ex­
pre s s ly s tated t o  be  s ub j ec t  t o  this  Ordinanc e and s ec t i on 8 s p ec i f ic a l ly  
s ta t e s  that in non - c r iminal mat ters  native c us tom shal l not b e  taken into 
accoun t  exc ep t  in r e l a t ion t o : 

( a) the owner s hip by  nat ive cus t om o f  or o f  r i gh t s  in , ove r  or 
in connexion wi th nat ive l and or any thing therein or  
thereon or the produc e  thereo f ,  inc l ud ing r ight s  of  hunt ing 
or  gathe r ing ;  

( b )  the owner s hip by native c us t om o f  or o f  r ight s  in , over 
or  i n  c onnexion wi th the s ea or a ree f , or  in or on the bed  
o f  the  s ea or o f  a r iver or  lake , inc lud i ng r i ghts  of  
f i shing ; 

( c) the owne r s hip by nat ive  c us t om o f  or o f  r ight s  in , over or 
to water ; 

( d )  the devo lut i on o f  nat ive l and or o f  r ight s  in , over or in 
c onnexi on wi th nat ive  l and , whe ther on the death or on the 
b irth o f  a per s on , or on the happening o f  a c e r tain event ; 

( e) t r e s p as s by anima l s ; 
( f) marri age , d ivorce or  the r i ght  t o  the cus tody or guard i an ­

s h i p  o f  infant s , in a cas e ari s ing out o f  or i n  c onnexion 
wi th a marriage ent ered into in accord ance wi th nat ive 
c us t om ;  



( g) a t rans ac t i on which the parties  int e nded should b e , or  
which j us t i c e  requi res should  b e , regu l at e d  who l ly or  
p ar t ly by nat ive c us tom and no t by l aw ;  

(h)  the reas onab l enes s o r  otherwis e  o f  a n  ac t , defau l t  or 
omi s s i on b y  a per s on ; or 

( i )  the exi s t enc e o f  a s tate  o f  mind o f  a pers on , 
o r  where  the c our t c ons iders that  by not t aking the c us t om into 
acc ount inj us t ic e  wi l l  or  may be done t o  a p er s on . 

( Nat ive Cus t oms Reco gni t i on Ordinanc e 1 9 63 , s ec t i on 8 )  
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I f  the group owns o r  c laims r i gh t s  o f  the kind re ferred t o  i n  the firs t 
five c at egorie s , then the nature o f  the group and the inter - re la t i onship 
o f  the members c ould b e  t aken into acc ount unde r  s e c t ion 8 ( sub j e c t  
a lways t o  the prob ab l e  c on f l i c t  wi th s ec t ion 1 4  ( 3 )  alread y  re ferred 
t o ) . Otherwi s e  only category ( g) and the general  c a t ch - a l l  c laus e at  
the end o f  the s ec t i on c ould  be  c a l l ed in aid 

There  s eems l i t t le reas on t o  doub t that the re l a t i onship b e tween 
c ontrib ut ors  and  management ough t  ( by the  intention o f  the par t ie s  and 
the r equirements o f  j us t i c e )  to be c las s i fied  as  a t rans ac t i on ' re gu ­
l a t e d  who l ly or  p ar t ly by nat ive c us tom ' . T h e  s ame arguments d o  not 
app ly to t r ans ac t i ons  b e tween the group and o ut s iders . They wou l d  not , 
for examp le , c omp e l  recogni t i on o f  the j ur i s t i c  nature  o f  the group as 
a mat t e r  of cust om , nor would t rans ac t i on s  for the financ ing of the 
group bus ine s s by b anks or financ e c ompanie s  b e  governed by c us tomary 
rule s . Al though inj us t i c e  may be d one if cus t om is not t aken into  
ac count b e tween the members  o f  the  group , there i s  in my opinion , no  
inj us t i c e  in not  t aking i t  into  accoun t  i n  r e l a t i ons wi th non- group 
memb ers  I b e l i eve that  even if  a nat ive c us tom does  exi s t  in  re l a t i on 
t o  the s e  group ent erp ri s e s , the c us t om mus t  b e  i gnored becaus e i t  in­
fringes the prov is ions of  the C ompani es  O rd inanc e . Even i f  I am wrong , 
the cus t om would only b e  e f fec t ive in de fining the r i gh t s  and dut i e s  o f  
management and c ontributors and not for  any o ther purp o s e . 

C omp li ance wi th 
r equi rements  i s  p robab ly beyond 

the c ap ac i ty of much indi genous management , p ar t i cularly  where  there 
are over fi f t y  c ontributors and the c ompany mus t be  r e g i s tered as , and 
c omp ly wi th the p rovi s ions  re l a t ing t o , a pub l ic c ompany . A p ar t i a l  
remedy  mi gh t be  t o  extend the d e fini t i on o f  a n  exemp t p ropr i e t ary 
c ompany to enc ompas s the s e  group enterp ri s e s . This woul d  make i t  
e as i er for management t o  c omp ly wi th the s t atut ory requi rements ,  but 
wou l d  no t s olve the bas i c  p rob l ems . It  would mer e ly emphas i s e  the 
p ie c emea l  approach o f  the legis lature in thi s are a  and under l ine the 
anoma l ous nat ure  of the exemp t proprie t ary c ompany . 

The protec t ions o f  the c urrent c ompan i e s  l e gi s l at i on are no t geared 
to the needs  of Papua -New Guinea and the quite di f ferent r e l a t i onship 
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which exi s t s  b e tween c ontr ibutor and management in indi genous group 
enterpr i s e . They d o  not rec ogni s e  the typ e s  o f  ob l i ga t i on which the 
c ont r ib utors  and management s ee k  t o  create , nor d o  they t ake acc ount 
of the d i f ferent s oc i a l  c ontext in  which management operate s . 

( b )  Abo l i t i on o f  the l imi t a t i on o n  part nership numb er s . The 
l imi t a t i on on the number  o f  p ar tners  or  s oc i i  permi t te d  by  l aw in 
s e c t ion 14 ( 3 )  of the C ompani e s  Ord inanc e goes b ack  to 1844 . One o f  
the ob j ec t s  under lying the enac tment o f  the Joint S t oc k  C ompanie s  Ac t 
o f  that year was t o  c ut d own the growth o f  the Deed o f  S e t t lement C om­
panie s . The s e  were l arge par tnerships  which t r i ed , wi thout Ac t o f  
Par l i ament o r  Char te r , t o  ob t ain  a s  many o f  t h e  advantage s o f  inc or ­
p or a t i on as  p os s ib l e . The 1844 Ac t p rohib i te d  the s e  l ar ge uninc orporated 
c ompani e s  and for the f ir s t t ime permi t t e d  inc orpor a t i on b y  r e gi s t r a ­
t ion , thus r emoving one o f  t h e  maj or barriers  t o  inc orpor a t i on , the 
need to obtain a Char ter  or Ac t of Par l iament . S c hmi t th o f f  and C urry 
( 1959 : 7 )  p o int out that wi thout thi s legis l a t i on ' the future d eve l op ­
ment o f  c omp anie s  would have b een an evo lut i on o f  the unincorporated  
c ompany , wi th i ts cumb rous c ons t i tut i on , its  c onfus ed legal  s tatus and 
the great  d i s advantage o f  mere ly  c on trac tua l  l imit a t i on o f  l i ab i l i t y  
o f  i t s  memb e r s ' .  

I f  there  was no l imi t a t i on on the s iz e  o f  ' par t ne rships ' or ' as s o ­
c iat i ons ' t o  which s ec t i on 1 4  ( 3) app l i e s  in Papua -New Guinea , s imi l ar 
c on fus i on would prob ab l y  exis t .  E laborate  s chemes would be evolved in 
r e l a t i on t o  the r i ghts  o f  the members  and the i r  l i ab i l i ty t o  
c red i tors ; and gene r a l  unce r ta inty about the lega l  r i gh t s  and dut i e s  
created would fol l ow T h e  l e g i s lature would  be faced wi th the p rob l em 
o f  whe ther the s ame legis l a t i on s hould app ly  t o  expatriate  and ind i ­
genous p ar tnership s . I f  no l imi t a t i on was p l ac e d  on the numbers  
p ermi t t e d  in any p ar tners hip , then all  the provi s ions o f  the C omp anies  
Ordinanc e c ould  be  eas i ly avoided . The pos s ib i li t i e s  for exp lo i t i ng 
the pub l ic and d e frauding c redi tors which this  wou l d  c reate  are fair ly  
obvi ous F inal ly , in the  ab s enc e o f  c omp l ic at e d  document at i on , the  
l egal r e l a t i onship b e twee n  c ontr ibutors  and management might not  
re f l e c t  thei r  inten t ion . If  they are partne r s  t oday i t  s eems t o  be  
d e s p i t e , rather than b e c aus e o f , the i r  intent i ons . T o  r emove the 
l imi ta t i on on partnership or as s oc iation numbers  would not  rec t i fy 
thi s ; i t  would not  nec e s s ari ly enab l e  the int e nded r i gh t s  and ob l i ga ­
t i ons o f  c ontribut or s  and management t o  b e  enforc e d . l 

( c )  Nash ( 19 65 - 66) d i s cus s e d  the que s t i on o f  
t rus t e e  p ar tnerships  and how thi s d ev i c e  may b e  us ed  t o  avoid  the l egal 

A l though Gower ( 19 62 : 42 )  s ugges t s  the c re a t i on o f  regis t e red partne r ­
s hip s as  t h e  means o f  prov iding legal  form f o r  indigenous bus ines s e s  i n  
deve l op ing c ountr i e s , his  s ugge s t i ons a r e  bas e d  on t h e  need s  o f  t h e  more  
s ophi s ti c at e d  bus ines sman o f  Wes t  Afr i c a  and c ontemp la t e  that  the b us i  
nes s i s  in the nature  o f  a p ar tnership . 
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l imi tation o n  p ar tner ship numb ers , prospec tus requi r emen t s , the p r o ­
hib i t ion o f  s harehawking and the inab i l i ty o f  c er t ain profe s s ional  
group s  t o  b e c ome inc orp orated . S uch a device  or an analogous one c ould 
be us e d  here . S tatutory prov i s ion c o uld be made for regis tered p ar tner ­
s hips  o f  unl imi ted number , p rovided the members  b e l onged t o  s ome 
cus tomary indigenous group ing . Regi s tration would automatic a l ly r e s u l t  
in t h e  adop t ion o f  a trus t deed in s tatutory form , and thereafter the 
ob of the p ar tner s  among thems e lve s and in re lat ion to out s i ders  
would b e  governed by that  t rus t d ee d . If  s uf fi c ient res earch was d one 
the t rus t deed c ould po s s ib ly be  dra f t ed to re f lec t the ac tual r i gh t s  
and dut i e s  which t h e  memb e r s  o f  group enterpri s e s  intend s hould b e  c on ­
ferred o n  management and c ontributors . 

(d) The views expre s s ed 
b y  and other res earchers  indicate  that ind i genous group 

i s  an adap t a t i on o f  trad i t ional group ac t ivi ties  t o  a new 
spher e . I t  i s  not  b a s e d  on We s t ern or  more c orrec t ly Ang l o -Aus t r a lian -

o f  c ommerc ial  enti t i e s . The indi genous bus ines sman ' s  s ource s  
o f  finance ,, the c us ob l i ga t i ons imp o s ed on him and the natur e  o f  
h i s  c ommi tments t o  thos e who s e  money he  us e s , c annot adequate ly b e  
summed up by  d e s c r ib ing him as  ' be ing i n  p ar tners hip ' wi th thos e who 
financ e him . The ana logy o f  the c orp ora t i on i s  equa l l y  mi s le ading . 

The equat i on o f  the bus ine s s l e ader wi th a managing direc t or or 
management is a fairly obvious one , jus t as  the analogy b e tween c on ­
tributors and s hareho lders i s  easy to make . But  thos e who p rovide the 
financ e are not neces s ar i ly s hareho l de r s  in  any We s tern s ens e o f  the 
t e rm .  The re lati onship appears  to be more  c omp lex than thi s and the 
bus i nes s l eader s e ems to have a form of p aternal res p ons ib i l i ty toward s  
tho s e  who h ave c ontributed and doe s not fee l  that the bus ine s s  is ex­
c lus ive ly his . In  Aus tral ia the shareho lders are mere s upp l i e r s  o f  
c ap i t a l , p os s es s ing l i t t l e  real power b e c aus e  o f  di spers a l  o f  owners hip . 
In P ap ua -New Guinea there i s  d i s p ers al  o f  ownership i n  that there are 
many c ontributors Norma l ly , however , they b e l ong t o  a geo graph i c al , 
l ingui s t i c  or group and i t  is not the d i s p er s a l  o f  s hareh o lding 
that caus e s  the l ac k  of p ower . A maj or fac t o r  in  the c ontr ibutors ' 
lack o f  p ower i s  the trad i t iona l cul ture p a t tern o f  t he c ommuni ty . 
Management does , however , rec ogni s e  trad i t ional ob l i gat ions t o  the 
cont r ib ut ors which pres ent c ompany l e gi s l at i on does not rec ogni s e  or 
enforce . 

I n  my v i ew i t  i s  not  nec e s s ary t o  invoke legal not i ons o f  s o l e  
t rader , p ar tne rs hip and c orporat i on t o  c a tegor i s e  ind igenous bus ine s s es 
Why c anno t t r ad i t i onal gro upings , ob l i gat i ons and c ommi tments be  r e c o g ­
nis ed as  s uoh by t h e  l aw and a llowed to  func t ion wi thout unnecess ary 
inter ferenc e and wi thout being d i s t o r t ed to f i t  qui te arb i trary fore i gn 
p a t terns ? The b us ines s group s  re ferred t o  a t  the Third Wai gani S eminar 
have a exi s tence as group s . C ontr ibut ors  hav e  trad i t ional 
c laims on management and t radi t i onal r i gh t s  in relati on t o  the as s e t s  
o f  t h e  bus ines s .  The s e t r ad i t ional r i gh t s  and c laims are p o s s ib ly only 
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now b e ing c lear ly formulated b u t  they a r e  bas e d  at  l eas t in p ar t  o n  the 
mutua l - ob l i ga t i on s truc ture of t r ad i t i onal s oc ie t y . It would  s eem 
l og i c a l  to recogni s e  the s e  group s  as  hav ing a c orpora t e - typ e  exi s t e nc e  
and t o  a l l ow trad i t i ona l c ontro l s  (perhaps forma l i s ed b y  l e g i s lat i on )  
t o  r e gulate the i r  opera t i on . I n  England t h e  c once p t  o f  t h e  c orporat i on 
c ame after , rather than b e fore , the ac tua l fac t , a nd there i s  no reas on 
why law here s hould not  t ake ac count o f  the exi s t ing fac t s  rather than 
b e ing t i ed t o  a l i en the ori e s  o f  group exi s tenc e . 

I t  i s  not d i f ficult  t o  rec ogni s e  thes e trad i t i onal group ings wh ich 
in many ways are s imi lar  t o  s ome of the merchant gui lds  and early j oint 
s tock c ompanie s , s uc h  as  the S oc i ety of Mines  Royal  and the e a r ly E as t  
I nd i a  C ompany . l The typ es o f  r i ghts  and ob l ig a t i ons c reated are not 
ent i r e l y  unknown to  Engl i s h  l aw .  I t  would be  much more s a t i s fac tory 
to  r e c o gnis e them and enforce them than t o  pret e nd they d o  not exi s t 
whi l e  permi t t ing thei r  c on t i nued de fac t o  enforc ement . 

This  approach gains s upport  from F airbairn ( 1 9 67 : 7 9 )  who s hows that 
even whe re s tep s are t aken to  form an Aus t r a l i an - s tyle  regi s t e re d  c om­
p any , the  ul t imate  r i gh t s  o f  the  s hareho lders  depend on trad i t ional 
ob l i ga t i ons  rathe r  than on the s anc t ions of  the C omp anies  Ordinanc e . 
The d i s tribut i on o f  d ividends  from Namas u  was made on a v i l l age rather 
than on an i nd ividual b as i s  becaus e of  the b readth of  the s harehol d ing 
and the d i f ficulty o f  d i s t r ibuting on an ind ividua l  b as is .  ' The mos t  
c ommon amount inve s t e d  by New Guineans was $ 10 (which i s  the minimum 
amount s ub s c ribab l e )  and the overa l l  average for New Guineans was $ 15 ' 
(F airbairn 1967 : 80) . Whe re shareholding i s  s o  wid e s p re ad and ind ividual 
s harehold ing so s ma l l ,  the s hareho lde r s  have no rea l c on t r o l  ove r  the 
c ompany ; and no c ontrol or  o ther protec t i on is g iven by the C ompanies  
O rdinanc e when d i s t ributi on o f  dividends i s  left  t o  the members o f  
ind iv i dual v i l l ages . I ns i s tenc e  on incorporation unde r  the C ompanies  
Ordinance may in the l ong run lead not t o  the  enforcement o f  Wes tern 
s t andards o f  ac c ount ing , management and protect ion of  s hareholder s '  
r i ght s , but r ather t o  the re l axat i on of thos e s tandards 
of  whi ch Mead ( 1 9 67 )  s p eaks . 

I n  o ther deve l op ing c ount r i e s  indi genous bus ine s s group s  have  b e en 
rec ogni se d  by the l aw .  I n  Ugand a , where the equival ent o f  s ec t i on 1 4  

1 
S c o t t  ( 1 9 09 : 6) s ays ' s ome o f  t h e  early  [ j oint s tock ] c ompani e s , i n ­

s te ad o f  paying what would now b e  c a l le d  a d ividend , made a d ivi s i on o f  
c ommodi t i e s  t o  the members . This was propos ed i n  the cas e o f  the S o ­
c ie t y  o f  the Mines Royal ( 15 7 1 ) ; i t  was c ommon prac t i c e  o f  the E as t 
India C ompany in the firs t hal f o f  the s eventeenth c entury ; and i t  was 
the rule of the Ayr and Newmi l l s c loth manufac tories  from 1 67 0  to  1 7 1 3 . 
I f  i t  b e  s upposed  that the o f f i c i a l s  o f  the g i ld c o l lec ted the funds 
from the members  b e fore the goods wer e  de l ivered t o  them , the tran s ac ­
t i on res o lve s i t s e l f  in i t s  e s s en t i a l s  into a j oint s tock fo l lowed b y  
a c ommodi ty  d ivi s ion ' . 



( 3) exi s t s , Morris  and Read ( 19 6 6 :  indicate  that ' at l eas t in 
Buganda , it has  been recogni s ed that unreg i s tered c ompanie s  and 

may exi s t  acc ording to the rules o f  c us tomary l aw ' ; and 
the s e  are una f fe c t e d  by the s tat ut ory l imi tation on numbers . App ar ­
ent ly  the r i ghts  o f  the members  o f  the s e  c omp ani es  and partnership s 
are the r ight s  which exi s t  under c us t omary law .  
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I n  1 9 63 Derham ( 1 9 63 : 5 0 6) was  prepared t o  as s ume ' that a wis e  govern ­
ment wi l l  t ake account of  we l l  e s t ab l i shed cus t oms in making genera l 
l aws and wi l l  as s ume tha t inter ferenc e  wi th l o c a l  c us t oms mus t b e  
j us t i fied  by c ons iderations  that nece s s ar i ly override l o c a l  interes ts ' .  
I f  thi s  as s ump t i on i s  c orrec t then a wis e  government wi l l  t ake s te p s  t o  

rec ogni t i on t o  the bus ines s ac t iv i ty c ar ri ed on i n  
Guinea . I n  p ar ti c u l ar i t  wi l l  give i t  a l e ga l  s ta tus whi ch 

wi l l  as s is t  i t  in ob taining finance from financ ial  ins ti tut ions s uch as 
hire p urchas e c ompanies ,  c omme rc ial b anks and the Devel opme nt B ank . To 
p r ovide the b as i s  up on whi ch l endi ng ins t i tutions c an s afe ly inves t  
the i r  c l i en t s ' money t o  as s i s t indigenous group ente rp r i s e , there  mus t 
b e  lat ive recogni t i on o f  the exis t ing c orporate  group s truc ture . 

I t  s eems that the ' ri s k '  o f  the gr oup enterpr i s e  res t s  with manage ­
ment . The c on t r ibutors  may prosper  in  var ious way s  from the s ucc e s s  o f  
the enterp r i s e  but thei r  r i s k  i s  p robab ly intended t o  b e  l imi ted  t o  the 
amount o f  their original inves tment . They intend t o  have l imi ted l i ab i ­
l i ty whi l e  the l i ab i l i ty o f  management i s  probab ly intended t o  b e  
unlimi t ed . Remedial legis lation c ould t ake the f o l l owing form: ( 1 ) the 
granting by regis trat ion o f  c orporate exi s tenc e t o  indi genous group s  

o n  bus ine s s  i n  acc ordanc e wi th nat ive cus tom ;  ( 2) the p rovi s i on 
of l imi t e d  l iab i l i ty for thos e members of the group who do not take any 
ac t ive p ar t  i n  the management  o f  the group enterpris e ; ( 3) the impos i ­
t i on o f  unl imi t e d  l i ab i li ty on thos e  who manage the bus ine s s , emp loyee s  
excep ted ; (4)  authori s at i on f o r  t h e  Regi s trar o f  C omp anies  t o  inve s t i gate 
c omp laints by memb ers  o f  the group who c ons ider that management i s  no t 

i t s  ob l igat i ons  t o  c ontr ib utors . 

S uch p r ov i s ions c ould only b e  brought  into  e f fe c t  after  c ons iderab l e  
re s earch o n  the mut ua l  r i gh t s  and ob l i gat ions which management and 
c ontrib ut ors  to the indi genous group enterp r i s e s  r e c o gn i s e  as  exi s t i ng 
between them . The re s earch mi ght we l l  ind i c a t e  that s ome o f  the above 
provi s ions would need c ons i derab l e  mod i fi c ati on in order to  c omp ly wi th 
exis p rac t ic e . 

Wr it ers have s tre s s e d  the adve r s e  e f fec t  the demands o f  the extended 
fami have on indi genous enterpr i s e . Jackman ( 19 67 : 1 0 ) , for examp le , 
p oints  out that the ' foremos t prob l em o f  indi genous bus ines smen . . .  i s  
thei r  d i fficulty in b ui lding up c ap i t a l  out o f  p r o f i t s , becaus e their 
extended fami l i e s  expec t  them t o  c ont inuous ly pas s on t o  them a con-
s iderab l e  o f  the ir  cash  inc ome ' . It  mus t  b e  remembered , however , 
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that r i gh t s  and d ut i e s  deriving from the extended fami ly have a two -way 
ope r a t i on O ften i t  i s  only the p o o l ing o f  res ource s  which permit s  the 
bus ine s s to s tart in the f ir s t p lace . Moreover , group pres s ures  may 
c omp e l  an i nd ividual t o  ac t iv i ty whic h he would not b e  prepared t o  
under t ake a l one . Thi s  h a s  b een  argued s trongly by Onyeme lukwe 
( 1 9 66 : 1 8 )  who p o ints  out that ' the  popular view that the extended 
fami ly  is invari ab ly a bar to mo t ivat i on for work and gain " i s bas e d  
o n  the as sump t i on o f  a bas i c a l l y  indivi dua l i s t i c  s oc ie t y , s uc h  a s  i s  
s ai d  t o  prevai l in the We s t' ' ' .  He q uo t e s  O l oko as s aying that ' I f . • .  

the norms o f  a p eop le  make them acc ep t  a c ommuna l i s t ic v i ew o f  s oc i e ty , 
then the ob l iga t i ons  and d ut i e s  imp o s ed on them by thei r  membership o f  
extend e d  fami l i es c an ac t a s  a s p ur r ather than a n  ob s tac l e  t o  ac c ep t ­
anc e o f  innovat i on ' .  

Al though the demands o f  the ext ended fami ly may be  a hards hip 
(Langmore 19 67 : 53 ) , the greates t drawbac ks for the indigenous bus ines s ­
man are his l ac k  o f  manage r i al and t echnical  s ki l l , and the inac c e s s ibility 
o f  adequate  financ e . F inanc e  may become more avai lab l e  wi th the 
regular i s at i on of the s tatus of ind igenous group enterp r i s e . The l ac k  
o f  nec e s s ary s ki l l s  c an b e  rec t i fied  only by e duc a t i on and training . 
Thi s t akes time . 

Pend ing thi s educ a t i on and training (which he may never rece ive) the 
bus ines sman c on tinues to operate  wi thout any real apprec i a t i on of ne t 
p r o fi t  or  o f  th e need t o  a l l ow for deprec iat i on ; and he  c ertainly d o e s  
not unders t and the p rob l ems as s oc ia ted wi th overs upp lying t h e  c ons umer ' s  
needs . F or examp le , a group may purchas e a truck t o  prov i de a v i l l age 
trans p o r t  s ervic e . I f  the s ervi c e  p rove s pro fi tab l e  they wi l l  then us e 
the pro fi ts t o  p urcha s e  a s ec ond truck wi thout rea l i s ing that one t ruck 
i s  adequate  t o  s upp ly the vi l lage needs . A s ys tem of l ic e ns i ng c ou l d  
b e  u s ed t o  p r event group enterp r i s e s  fal l ing into thi s s or t  o f  trap and 
to p revent an oversupp ly o f  s ervic e s  where  c ons umer demand i s  l imi ted . 

I t  c ou l d  a l s o  b e  used  t o  c ontr o l  the overal l direc t i on o f  ind i genous 
e c onomic e ffor t and to c on t r o l  the i nf l ow of overs eas c ap i tal  in the 
int e re s t s  of l oc a l  deve lopment . C are mus t  be t aken to e ns ure tha t in 
encouraging overs eas inves tment , the evo lut i on of indi genous bus ine s s 
enterp r i s e  i s  no t d i s c ourage d . The c r i te r i a  which help the deve l opment 
o f  local  bus ine s s are not nec e s s ar i ly tho s e  which wi l l  at t rac t ove r s eas 
money . The gre ater the infl ow o f  overs eas inves tment the greater the 
t endenc y  for overs eas shareho lder s  and c orporat i ons t o  c ontrol  economic 
d eve l opment in  Pap ua -New Guinea . The b e t ter  c ap i tal i s ed enterpr i s e , 
moreover , wi l l  t end t o  grow at the expense o f  tha t  which lacks both 
management s ki l l s  and adequate financ e . Thus the  l oc a l  inves tor wi l l  
b e  a t  a d i s advant age unl e s s s ome s y s t em o f  l ic ens ing o r  l imi tat ion o f  
overs eas inves tors t o  par t i c ul ar types  o f  ac t ivi ty i s  introduc ed . 
L i c ens ing c ontr o l s  are e s s ential  t o  e ns ur e  that the areas in whi ch 
overs eas inve s tors  c omp ete  wi th local  bus ine s s are l imi ted  t o  tho s e  
areas in wh ich ove r s eas c ap i ta l  i s  required . 



A l t e r a t i ons in the l aw wi l l  not per form mi rac l e s  overnight . There 
ar e gaps in training and in management s ki l ls ; there is a lack o f  
app re c i a tion o f  Wes tern c oncep t s  o f  depre c i at i on , p r o fi t ab i l i ty and 
acc ount ing techniques ; the r e  i s  a l ac k  o f  s ophi s ti cation , and a 
shortage o f  manpower . Al l thes e prob l ems mus t b e  overc ome , but i t  i s  
fal s e  t o  as s ume tha t  they are only e duca t i onal and that t ime wi l l  
r emedy them . As Mr Whi t l am ,  L eader o f  the Opp os i t ion , s ai d  i n  the 
Aus t ra l i an Hous e of Repre s entatives  on 2 7  O c t ober 1 9 66 : 

W e  s hould not  t ake i t  for granted  tha t  Aus tra li an laws app e ar 
r e levant t o  New Guineans . Our own legal  s ys t em h as b e c ome s o  
e xpens ive and s o  technic a l  that mos t  Aus tralians thems e lve s 
c anno t  make us e o f  i t  unles s they b e l on g  t o  orga ni s a t ions which 
c an guarantee o r  s ub s id i s e  them . . . .  I hope that Aus tralia  wi l l  
give great as s is t ance in  making i t  pos s ib l e  f o r  New Guineans t o  
d eve l op a re l evant le gal  sys t em and t o  c on t i nue the b e s t feat ures 
o f  ours . 

( Commonwea l th Par l i amen tary Deb a t e s  1 9 6 6 : 2 2 8 6 )  
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T h e  indis c r iminate  trans p l an t i ng o f  Aus t r a l i an laws t o  P apua -New 
Guinea mus t s top . In dec iding what  t o  t r ans p l ant one mus t  rec ogni s e  
the d i f ferenc e s  i n  the s oc i a l , e c onomic and educat i onal c l imat e  and 
real i s e  tha t  even the laws which do t rans p l ant r eadi ly may need t o  
adap t t o  the ir  new env i ronme nt . I n  t h e  intere s t s  o f  interna l  economic 
d ev e lopment and in fairne s s t o  the indi genous bus ines sman , the bus ines s 
l aws o f  Pap ua -New Guinea mus t be  re l ated t o  the fac t s  o f  indi genous 
bus ine s s l i fe . 
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