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Fareward

The years 1985 - 87 were lean ones for government-business dialogue and
corsultation. The National Development Forum in which the Prime Minister and his
senior economic ministers met with business leaders did not reconvene after August
1984, This forum had served as the prmary channel of formal communication
between government and the private sectar following government's acceptance of the
idea proposed by the LN.A, in 1980,

Concerned that it spend its contributars' funds wisely, Council commissicned Merran
van der Tak to review the Institute's published work and evaluate its impact on
government palicy-making., Mrs. van der Tak had jst completed an assignment with
the Department of Finance and Planning as Assistant Secretary, General Investment
Branch, She was, therefore, an ideal chcice. Mr. van der Tak's sexrvice in the
Department's macroeconomic division was a bonus.

The repart will be puhblished in several volumes, This valume incdudes the reviewer's
short sammaries of the published papers with comments, evaluations and suggestions
for the future. Subsequent valumes will provide cdllecHons by subject of longer
summaries of the criginal papers. These should prove useful to firms and government
departments in light of the high staff turnover in both. Significant developments that
have occurred since the review was written have been included as footnotes in the
text. '

Council thanks Mrs, van der Tak far her lucid, dgarcus reviews and evaluation. It has
encowraged Council to continue to seek the support of the private sector in
maintaining its programme of transparent, professional palicy research and analysis,

Two of the reviewer's suggestions have already been acted upon : INA-Forum appears
fortnightly in the principal daily newspaper, and a study on the macroeconomic
aspects of the management of Papua New Guinea's resources will begin in January
1989, in collaboration with the Naticnal Centre for Develppment Studies in the
Australian National University.

We would like to think that this evaluation contributed to the resumption of formal
government-business consultation by the then Prime Minister Mr, Wingti in March
1988, Be this as it may, Council welcomes the resumption of consultation and its
continuation in Mr. Namaliv's government.

John Millett
. November 1988
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Having now read all the majr discussion papers published by the LN.A. since its
inception in 1976, I feel better infarmed than at any time during my temure in Papua
New Guinea. The range of subjects and depth of coverage are commendable, not to
mention the evident results of the LN.A,'s insistence on guality.

Desplte being now on the receiving end of the LN.A.'s remuneration to authors, I
remain astonished at the quality and quantity which have been achieved with such a
limited budget. The LN.AJs output should shame many of the public institutions
tasked with similar functions.

The comments I have made on the developments in public policy are based on my stock
of knowledge at the time of leaving Papua New Guinea earlier this year. They may be
neither complete nor current, but I think they are representative. Except where the
views of the original authors have been summarised, all views expressed are my own
and not necessarily those of the LN.A. I hope that the valume of summaries
accompanying this paper will be read widely by those responsible for the process of
palicy making in Papua New Guinea, and that it will benefit the bridge builders on
both sides of the "great divide" between the public and private sectors. To deviate
dlightly from the LN.A.'s intention not to instruct, I feel that many of the papers
should be heeded mare closely by the decision makers,

An anecdote may put the LN.A.'s task into perspective, Not too long ago, I was
informing the Secretary for Finance and Planning that I was extremely busy and would
have difficulty coping with some wark which he wanted me to undertake. He
challenged this on the grounds that he had not assigned me many specific tasks, I
explained that I was warking on a number of problems related to private investment,
many of which had been brought to my attention by members of the private sectar.
Not without humour, he insisted that I do as he say because he, not the private sector,
paid my salary. My response that the private sector paid not only my salary but also
his left him silent and thoughtful.

This paper is part of the LN.A. Council's effarts to take stock of its achievements and
future direction. There are many policies and roblems evident in contemporary
Papua New Guinea which require attention. Despite instances of improvement and
open mindedness, this paper might be sib-titled "Is Anyone Qut There Listening". I
hope it will be clear from the fallowing pages that many people are paying attention
to the LN.AJs efforts and that policy has been improved on the strength of it. The
LN.A, is daying an important rale in Papua New Guinea's development.

Mexrran van der Tak
November 1987




~ (i) -

TABLE OF CONTENTS

Page
Foreword £1]
Preface (i)
Tahle of Contents (iid)

List of Ablkreviations (v)

1. INTRODUCTION ' 1

2, MAJOR PUBLICATIONS AND RELATED POLICY DEVELOPMENTS
Fareign Invest ment Palicy
Fmancnallrmtt.\uom
Prices
Economic Palicy Framewark in Papua New Guinea
Localisation and Training
Private Sectar - Government Relations
Taxation
Industrialisation and Trade Palicy
Land Palicy and Administration

W
v~k =~ = =il sl ol R N WL N RO

Forest Palicy
Public Enterprise
Urban Housing
Mining Policy
Coastal Shipping
Law and Order
Labour Market
Agriculbare
3. EVALUATION OF ACHIEVEMENTS AND THE POLICY ENVIRONMENT 23
Decision-making in Papua New Guinea 23
The palicy climate 26
The target audience 27
Authors, quality and style of published documents 28
Topicality 28
4, PROPOSAILS FOR THE FUTURE 30
Channel of influence : 30
The format 30

Subjects far future wark 32




-(iV)—

Appendices
A. Brief Summaries of LN.A. Discussion Papers Nos, 1 - 28

B. Summary of Working Paper No. 5,
"bomestic Pressures for Development", Brian Brogan

C. List of LLN.A. Puhblications by Subjct
D. List of LN.A, Puhlications by Year
E. The Eight Aims for National Development

F. Goals of the Papua New Guinea Constitution

List of I.N.A. Contributors
List of LN.A, Councillors

34

68
70
76
80
81

82
83



APT
BCL
CFI
DPFIL

FOB
GDP
GIL
GNP
GRAC
1AB
IASER
INA
MRSF
NIDA
NIPS
PATCRA

PNG
SPARTECA

TAC
UK
usa

-{v)-

Ablreviations 1wed

Additional Profits Tax (Resource Rent)

Bougainville Copper Limited

Consumer Price Index

Department of Primary Industry (now Department of Agriculiure and
Livestock)

Free on Board (Expart Value)

Gross Domestic Product (GNP minus factaor payments abroad)

General Tmport Levy

Gress Natonal Product

Government Regulations Advisory Committee

Industry Assistance Board

Institute of Applied Social and Economic Research (PNG)
Institute of Naticnal Affairs

Mineral Resources Stabilisation Fund

National Investment and Development Authority or Act

National Invest ment Pricrities Schedule

Papua New Guinea Australia Trade and Commercial Relations
Agreement

Papua New Guinea

South Pacific Area Regional Trade Economic and Commercial
Agreement

Tariff Adviscry Committee

United Kingdom of Great Britain and Northern Ireland

United States of Amexica



Chapter 1
INTRODUCTION

The transition towards self-government in Papua New Guinea prompted at least one
businessman at that time to seek a forum for communication between the
predominantly expatriate business community and the new national government, Early
effarts to establish a suitable representation for the business community were
unproductive. Encouraged by some instances where the government. sought the private
sector's views, a group of Port Moresby businessmen held a meeting in June 1976
which led to the establishment of the Thsritite of National Affars,

The mapr thrust of the new crganisation was to be palicy-oriented research,
“independent of existing institutions and of vested interests, addressing matters of
importance to the nation as a whaie. Funding would be provided by valuntary
contributions from the private sector unacco mpanied by influence over the products of
the research. The founders chose three trustees to appaint fifteen Council members
from the business, government, religious and academic communities, who would
exercise contral over the research secretariat. The initial Council aimed for balance
between the communities and regions which comprised the nation,

The LN,A. constitution, plan of action and initial research agenda were adopted in
1976.

"The aim of the LN.A, is to foster development of the national
economy by contributing to public knowledge of issues which are
important to private enterprise.”

Among the activities to be undertaken were:

"Encouraging an exchange of information and points of view between
private enterprise, the government and the national waorkforce,

The preparation of carefully formulated comment on various aspects
of government palicy.

The preparation and puklication of information and com mentary
aimed at imgroving generat understanding of the national economy."

The early priorities included examination of government palicy on foreign invest ment,
price contral, wages determination, transportation, manpower training,
decentralisation and taxation. Most of these areas have been addressed in detail in
published Discussion Papers and public seminars, and the list of subjects has been
expanded. The Speech Series and more recent Working Papers supglement the ma;'iar
research exercise and publicise a variety of opinions on an extensive range of topics,

Throughout, the I.N.A. has aimed to provide independent input to palicy-m aking, "not
to instruct but to inform and stimulate”, Research papers are intended to address
topical problems in a manner helpful to those invalved with devising national palicy,
rather than seek definitive sclutions,

1. Listings of LN.A. publications by subject and by year are provided in the
appendices, with brief sum maries of the Discussion Papers.



The first Discussion Paper (on foreign investment) appeared in August 1976 and was
the subjpct of the LN.A.'s first public seminar. (Sir) Juliss Chan, Deputy Prime
Minister and Finance Minister, chaired the discussion and presented a statement., (Sir)
Barry Halloway, as Finance Minister, attended the second and third puhlic seminars
(on financial institutions and on prices palicy). The first LN.A. director of research
was appointed in late 1978,

An LN.A. inidative resulted. in establishment of the National Development Farum
which held regular meetings from June 1981 until the end of 1984. The Forum
meetings constituted a dialogue between the business sector and senior members of
the government on an agenda negot:'ated between the National Planning Office and the
LN.A. Secretariat. The Prime Minister, Mr, Michael Somare, agreed to be the
permanent chairman, Since 1984, there has been an apparent reluctance from the
government to continue although there has been no farmal termination.*

The government has sponsored a Commerce and Industry Advisory Council and, later,
the Coundil of Economic Affairs. Both Councils were intended to provide a forum for
discussion of public polcy. Both were shart-lived. The LHN.A. has continued into its
twelfth year but has reached a paint of reappraisal. A Council meeting in 1986
decided that the LN.A.'s formula was hasically sound, but decided to devote more
resources to explain the majr studies in layman terms, to fallow up the puhlications
and explore the themes which they introduce.

The present climate in which the LN.A. operates was descrbed succinctly by BnaE
Brogan in his address to the Australian Institute of International Affairs in 1986
There has been a growing estrangement between pdliticians and their palicy advisars.
There are pressures on politicians to seek rapid personal and constituency gain during
their temrre in office. There is little incentive to undertake gradual but fundamental
programmes of reform.

The present paper reviews the achievements of the LN.A. to date and offers
suggestions on the direction to be taken in future. Chapter 2 examines the majr
publications and related developments in palicy making and the economic situation in
Papua New Guinea. Chapter 3 evaluates the LN.A.'s achievements in the context of
the present economic, pdlitical and bureaucratic environment. Chapter 4 suggests
ways in which the LN.A. can be effective in the future, and areas on which it could
concentrate,

*Editcr’s Note: These meetings were resumed under a different format by Prime
Minister Wingti in March 1988 and they have been continued by his successor and
current Prime Minister, Mr, Namalin.

2. Summarised in Appendix B.



Chapter 2
MAJOR PUBLICATIONS AND RELATED POLICY DEVELOPMENTS

During his remarks at the LN.A.'s first public seminar, Sir Julius Chan expressed
disappaintment at the business community's apparent lack of interest: in national
affairs and its faflure to put forward constructive suggestions on proposed policies.
The criticism seemed somewhat unfair, Until formation of the IN.A., the com munity
had no channel through which to respond and felt ill-qualified to present its case to
the public servants. Since 1977, the business community has been pwesenting
constructive comment on various policy issues. The following sections examine, as far
as knowledge permits, whether the government has paid any attention,

Fareign Invest ment: Palicy

The first LN.A. Discussion Paper was written by John Wylie on Foreign Investment
Palicy {August 1977). Starting from the premise that foreign investment could be
beneficial to economic growth in Papua New Guinea, he considered the mair
rroblems to be the uncertainty facing investors, the lack of guidelines and aggressive
stance taken by National Investment Development Authority (NIDA) and the
inadequacy of domestic capital and expertise for achieving rapid development.,

Mr, Wylie described the procedures for fcxrelgn investment in Papua New Guinea, and
discussed the thearetical principles governing investment and its impacts on the
economy. He found that improvements were needed in bureaucratic procedures and in
safeguards for investars. In the absence of clear guidelines from the government,
NIDA should develop and publicise evaluation criteria. The National Investment
Prorities Schedule (NIPS) approach should be replaced with a listing of reserved
activities and the provision of factual market information and feasibility studies on
priority areas, NIDA should not sesk to extract excessive concessions in negotations
with potential investars, WNIDA should not insist on national eguity participation in
fareign owned companies, NIDA appraisal should be limited to large projects.
Incentives should be offered only after careful evaluation of the net benefits to the
economy. All functions relating to foreign investment should be consclidated within
one agency.

Comment

NIDA stll operates without clear evaluation criteria, appraises all fareign
investment proposals, continues with the NIPS approach and requires national
equity participation in most projects., For unknown reasons, NIDA no longer
participates in negotiations on majr projpcts, but other arms of government
sometimes endeavour to extract substantial concessions. The Department of
Trade and Industry is stepping into the investment promotion gap left by NIDA's
inability to perform. The Department offers investment incentives, and
protection has encouraged inefficient industries.

Galeva Kwarara, when Minister for Trade and Industry, revoked the NIDA
Board's authority to decide on investments of less than K500,000. His successar,
Sir Julius Chan, felt that it was the smaller projects which would compete with




ar crowd out national entrepreneurs and should be subjected to NIDA scrutiny.
Probably due to NIDA's inability to perfarm in the broader arena of prometing
growth and development, Sir Julius relegated NIDA to monitoring and controlling
nationality of ownership.

There is no evidence of the government reacting to the discussion paper.
Foreign investment remains an area of considerable uncertainty, inconsistency
and pdlitical discretion, not to mention bureaucratic delays and impediments.
Decision makers cannot agree on foreign investment controls nar on the
procedures for administering them. Foreign capital inflows are characterised by
occasional spurts related to majr projcts and there is no evidence of an
increasing trend. Statements supporting princigles of economic management and
encouragement. of foreign investment are not borne out by microeconomic

decisions on specific projects.

Fi s3] Tnstitarti

Allan Brown frepared the Discussion Paper cn The Structure and Adequacy of the
Financial Insdtutions in Papua New Guinea (February 1978). He described the
institutions and how they implement the government’s monetary policy, and surveyed
banks and businesses to ascertain the effectiveness of the sector. The main problems
appeared to be the lack of long-term finance and the inadequate market for
securities. Commercial banks had excess short—term liquidity but were reluctant to
lend longer term.

Licensing additional commercial banks would increase competition and help liberalise
lending conditions, Investors should be made aware of avenues for investing in
unsecured deposits with finance companies which offered higher rates than the
banks, Restricting offshore investments by insurance companies should increase the
availability of longer term deposits with the commercial banks, Ways should be found
to permit provincial governments and statutary authorities to raise medinm-term debt
from the public, The government should consider hclding part of the Mineral
Resources Stabilisation Fund (MRSF) balance with commercisl banks as a way of
influencing money Sapply.

Comment ’ .

Few of Mr. Brown's suggestions entailed actions by the government other than
thoee already in progress., Two additional banks have been licensed since the
report was written, competition has increased but lending practices still are
considered conservative by many doservers. Loan periods have increased but
security requirements remain stringent, The commercial banks have had short-
term liquidity problems. The government has not permitted public bond issues by
provincial governments or statitory authorities, possibly because there is no
mechanism by which it could retain adequate control. The government and
central bank have used direct measures to control commercial bank lending, and
the MRSF balance remains with the central bank.



Prices Policy

Terry Pitt wrote the Discussion Paper on Prices Surveillance: A Policy Appraisal
(August 1979), He examined principles of economic theory related to price contxals,
the state of the economy and the availability of skilled manpower to implement a
complex palicy. Papua New Guinea had experienced relatively low levels of inflation
but had suffered a dearth of investment and faced declining export commodity
prices. The government proposals seemed designed to contral profitability rather than
prices, with potentially damaging effects on investment, and would place unrealisable
demands on availahle accountancy skills. The government needed to ascertain
whether inflation was due to exvessive profit margins or to wage indexation, The CPI
has inherent deficiencies which make it unsuitable as a regulatary tool far wage
setting.

Mr, Pitt suggested that, if the government intended to combat inflation it should
concentrate on the prices of selected, strategically important items in the CPL
Resources shauld be concentrated on training accoantants and consumers.

Comment

The paper was grecipitated by the business com munity’s cutcry in response to the
government's request for comments on its proposals. Mr, Pitt expressed
satisfaction that the government had sought private sector views. Sir Barry
Holloway, then Minister for Finance, attended the seminar. The governmernt has
not introduced the proposals attacked in the paper, nar Mr. Pitt's
recommendations. Price contral remains very much as it was in 1978, with the
administering office underskilled and overwarked, Procedures remain laboricis
and guidelines unclear, E is likely that the public reaction to the government's
propesals, including the LN.A. seminar and paper, caused the government to
reconsider., The sabsequent change of government may have seen a recrdexing of
priorities and no further constructive wark was done. '

Economic Palicy Framewark in Papua New Guinea

Three early LN.A. publications on this topic appeared in the Speech Series, and
included statements in 1979 by Mekers Morauta (Secretary for Pinance) and Charles
Lepani {Director of National Planning) on the government's economic palicies and
planning process. The Discussion Paper on Some Key Issues for the Development of
the Economy of Papua New Guinea by Professor Brian Reddaway was not written antil
1986,

Professor Reddaway drew on his extensive experience and numercus interviews with
people in Papua New Guinea to pinpoint the main impediments to increased economic
activity. He saw the majpr problems as rapid population growth, high wages and
expectations, permanent declining trends in some commodity prices, a complicated
system of land tenure, and lack of funds and skilled manpower in government yet
excessive intervention in private enterprise leading to widespread inefficiency and
delays,

He recommended that the government concentrate on functions which cannct be
performed by the private sectar, and on improving the implementation of policies
rather than changing the pdlicies themselves. All branches of administration should
develop guidelines for performance and delegation of authority. Poar performance
should be penalised. The government should make mare effart to bring customary land
into development, and adopt a mare supportive attitude towards potential mining
investors,



Comment

True to his tenent, Professor Reddaway did not recommend many palicy
changes. It may be too early to judge whether the paper will have an impact,
and it may take more than a learned paper to reform the entrenched behaviour
of a bureaucracy. The state of visa processing in the Migration Division
apparently has detericrated to the point where something must be done, bt the
relevant authorities are not known: to be avid readers of LN.A. reports* The
amended Public Service Management Act may facilitate greater de'legai:pn and
accountability among public servants.

Shextly after the Discussion Paper was published, at least one minister proposed
an interventionist, unproductive sectoral development plan which would require
comsiderable manpower and impose costs on the sectar, but which could not
achieve its objectives because the crucial variables were beyond the
government's power to influence, Pdliticisation and poar implementation are
likely to remain serious prablems for a considerahle time. There is an apparent
lack of political will to relinguish the personal powers of ministers, even though
extensive and unaccountable contral had not been the intention of the governing
legislation.

Localisation and Traini

Chris Mackay, the secand LN.A. director of research, wrote the Discussion Paper on
Private Sector Localisation and Economic Development in Papua New Guinea (March
1983) after a number of media comments had criticised expatriate dominance of the
private sector. He used employment statistics, manpower estimates and surveys to
determine the extent of localisation, and assessed the potential far further
localisation in the light of education performance and the factors infivencing
economic development. The majr prablems were the shortage of skilled nationals,
high wages relative to productivity, wastage of training effart, too little emphasis on
creation of new bs, and the high administrative costs of implementing the existing
palicy and wark permit procedures.

Mr. Mackay suggested that time would be the most influential factor in further
localisation. Education in basic skills and vocational subjects shauld be improved and
a coardinated public-mrivate sectar training programme should be created. Incentives
for training should be extended beyond the apprenticeship scheme. The road netwark
should be improved to open up areas for cash—cropping to provide employment for

- school leavers. The procedures far hiring expatriates should be relaxed because they
are unproductive and costly, and employers have an economic incentive to localise if a
guitable national is available,

Com ment

The paper documented the i mited number of jpbs held by expatriates and, hence,
the limited potential for increasing employment for nationals through
localisation. Despite various stndies and plans for education, very little has been
done to rationalise the education system, improve the quality of teaching and
make tertiary education mare responsive to employers' needs, Road
construction and maintenance has not been given the highest prarity. Work

*Editor’s Note: Under palicy adopted by government: towards the end of 1987, holdexs
of wark permits and their dependants would be automatically issued with multipie-
entry visas. This pclicy has not yet become practice,



permit procedures for expatriates remain unproductive and costly, and are
compounded by increasing contrdls on immigration and visa issue.

More emphasis has been placed on growth and increasing productive employ ment
opportunities, but palitical statements to this effect have not been transiated
systematically into concrete action, There appears to be some increase in
government recognition of the economic incentives for localisation and the fact
that many investors require some expatriate expertise. Most of the rhetoric
about. expatriates dominating economic activity ignores the fact that some large,
naticnal-owned companies (including government-owned companies) hire
expatriate management. Expatriates remain a convenient target for palitical
and public rhetoric,

Private Sector - Government Relations

Michael Trebilcock examined The Rale of the Private Sector in the Eccnomic
Development of Papua New Guinea (May 1983) fallowing a number of publications on
this topic in the Speech Series. He examined data on the economy's past and present
performance, and conducted a survey of businessmen and bureaucrats to ascertain
their perceptions of relations between the public and private sectors and their
respective rdes in the economy. The mapr problems were declining foreign
investment, limited domestic capital, minimal employment growth, high wages
relative to productivity, small fragmented domestic markets, limited land availability
and the quality of public administration,

Professcor Trebilcock proposed that exchange rate contrals should be eased to reduce
the increase in wages, combined with the introduction of piece rates and improved
education and training to increase productivity. Investment incentives should be
provided for job creation, including in the agriculture sector. The fiscal regime should
be reformed. Lands Department procedures should be refarmed and combined with
measures to simplify the development of customary land, such as through
participatory arrangements between landowners and investars. NIDA should take a
mare active rale in promoting foreign investment. The spillover effects from enclave
developments should be promoted, with improvements to roads and coastal shipping to
reduce market fragmentation. Institutional financial reserves should be mobilised for
development.

Comment

Some measures have been taken to relax exchange rate contrals and cap wage
indexation to allow a decline in real wages. A wage subsidy scheme has been
introduced for b creation in new activities, but does not apply to pdmary
industries, There has been continual but gradual review and reform of the fiscal
regime. Attempts have been and are being made to simplify Lands Department
procedures, with some indications of success but it is too early to draw a
conclusion, The few attempts at participatary agreements with customary
landowners have been exceptions, and direct dealings are still illegal.

NIDA lacks rescurces to promote foreign invest ment and continues to function as
an chstacle, Efforts are being made to improve the linkages between enclave
developments and the national economy, but the potential remains limited.
Some government demands for greater integration have been refused by
pctential developers. Coastal shipping remains over-regulated, expensive and



inefficient. Some institutional reserves have been invested in majr
development projects, but these cases tend to be exceptions and are limited by
their need far security and conservative management of contributors' funds.

Individual attitudes within government towards the private sector vary
tremendously. There have been few real policy changes to promote enterprise,
and discreticnary political decisions remain commen, Several small bureaucratic
measures have been taken to facilitate investment and the functioning of the
private sector, but they do not address the fundamental problem of excessive
government domination and intervention.

Taxation

Taxation policy was an early agenda item for the LN.A, Declining Australian aid and
the new country's need to raise revenue to finance its development programme, with
its heavy emphasis on income redistribution through fiscal measwres, caused
considerable concern in the business community which already contributed a
substantial portion of intzrnal revenue through corporate taxes and personal income
tax on expatriates. Economic growth was nct given high priority by the government,
possibly because it was assumed to be inevitahle, Disappointing economic
perfarmance meant that the government's increasing revenue requirements were not
met by taxes on increased activity, and the burden on the small, formal economy
increased.

The LN.A. has published six majpr papers on taxation in the period from 1980 to
1987. The government's response over the period is described at the end of this
section,

Tax Palicy in Papua New Guinea by Professor Robert Neild {January 1980) was the
first LN.A. Discussion Paper on taxation. Economic principles were applied to the
available statistics to estimate the burden and responsiveness of the tax system, thus
painting to measures which could improve the system's ahbility to meet the
government's revenue needs. The majr problems were the inadequate staffing of the
tax authorities, the difficulties in defining income and taxahle units in the large and
growing informal. sector, the small tax base and excessive revenue dependence on a
declining number of expatriates, and the unsuitability of tax powers allocated to
ovincial governments.

professar Neild recommended increased stafting of the Tax Office. He proposed that
the tax pericd be changed to carrespond with the fortnightly pay period, thus
eliminating mcet year-end tax returns and increasing government revenue through full
taxation of seasonal employment. Future revenue needs should be met by increasing
use of expenditure taxes {impart duties, excise duties) and export taxes {subpct to
studies into disincentive effects). The financial provisions of the Organic ILaw on
Provincial Government needed review, possibly allowing provincial governments to
levy an asset tax ar to encourage mare voluntary taxation with matching national
government grants for Jocal projects. He recommended stability in the tax system and
dewelopment of a taxation plan to match the National Public Expenditure Plan, rather
than piecemeal measures in each budget.




Comment

Professor Neild's paper is an outstanding piece of critical analysis and
constructive suggestion. Its quality far exceeds that of most input into
government policy-making., Professor Neild also proposed a list of areas for
further work - tax, housing, urban land, national entrepreneurship development —-
which reads like a preview of forthcoming LN.A. publications but which has not
been reflected in government policy measures,

In response to the interest arcused by Professor Nejld's paper, Professor Russell
Mathews was invited to address a number of public meetings on taxation in Papua New
Guinea, and the main text of his presentation was published as a Discussion Paper
(July 1980). He considered the Papua New Guinea situation in the context of
experiences in other newly-independent Pacific countries and Australia. The main
problems were that the Australian tax system adopted by Papua New Guinea was not
appropriate for either country, tax pdlicy placed too much emphasis on redistribution
and not enangh on growth, and the tax base was too small so that government revenue
could not increase proportionately with economic activity.

Professor Mathews recommended broadening the tax base to capture as much of the
infarmal sector a8 possible because income levels in developing countries generally are
low and it is inequitable to concentrate the tax burden on only a small group. Pursuit
of income redistributional objectives should wait umil some growth had been
achieved. He suggested a proportional (flat rate) personal income tax combined with
proportional cash flow corporate taxes (instead of profit) to provide investment
incentives, simplify administration and permit more widespread use of tax
withhdlding. Export taxes and production taxes could be used to tax the infarmal
sectar, combined with user charges for government services, Although a sales tax
would be ideal, it was unlikely to be feasible to administer.

Dr. Rajph Chelliah's paper also arcse from his presentation to a public meeting
(August 1981). As Professor Mathews had done, he drew on princigles of tax thecry
and experience in other developing countries to evaluate the Papua New Guinea tax
system. Dr. Chelliah agreed that the main prablems were the inappropriateness of the
tax system far the country's stage of development, the narrow tax base and the lack of
incentives tor saving and investment. His recommendations were similar to those of
the previous two authars,

Professor Richard Bird was commissioned to write on The Allocation of Taxing Powers
in Papua New Guinea (November 1983) fallowing Prafessor Neild's recom mendation far
a review of provincial government tax powers. The study utilised the first
comprehensive data series on provincial revenue, He saw the majr prohlems as the
inappropriateness of provincial powers, their poar management and tax administration
skills combined with a lack of national government support, the degradation of service
delivery and perpetbation of provincial inegualities, and emerging problems of
urbanisation and increased urban-rural disparities.

Professor Bird recommended that the aim of unifarmity between provinces be
abandoned, and provincial inegualities be addressed thraugh differentiated treatment
and grants from the national government. The naticnal government must reverse its
recent tendency to withdraw suppart from the provincial governments. Minimum
grant formulae should be revised to ensure a guaranteed minimum standard of service
to all people throughout the country. The system should include a stimulus for local
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effort through matching grants and self-financing of urban infrastructure. Provincial
governments should not be given substantial new tax powers, other than an effective
form of land or perscnal taxation to tap the informal sectar.

Comment

It is not known whether Professor Bird's paper was successful in being considered
as an input to the Committee of Enquiry to review the financial aspects of the
Organic Law on Provincial Governments, It appears that the Committee itself
was not successful, There has been no significant change to the national-
provincial fiscal relationship so far, but it has been the subject of wark within
the government and reforms will be introduced in the near future., The
government is undertaking a project to boost finance and acoounting capahilities
in the provincial governments.

The paper provided little Justification for its many conclusions and
recommendations, even thoigh its basic thrust seemed sound. One important
defect was that it seemed to view the government: fiscal system in isalation from
its effects on the economy, proposing ways to sclve provincial revenue
deficiencies with only casual consideration of the repercussions on economic
activity.

Fdlowing Professor Neild's recommendation, the govemment tock steps to collect
data to help determine the incidence and elasticity of various taxes, While the
exercise was continuing, David Cdilins wrcte a paper on Designing a Tax System for
Papua New Guinea {May 1985), He analysed the tax system's ability to meet future
revenue needs and drew on tax principles to suggest areas for refarm, arguing that
further delays while the tax data base was improved would be counterproductive, He
. saw the same majr problems which had been identified by the first three authars. He
identified solutions very similar to those of Professor Mathews.

He recom mended development of a consistent set of princigles to govern taxation and
discontinuation of piecemeal revenue measures to finance expenditure targets. The
tax base should be extended and the system rationalised without radical restructuring
and instability. Subsequent changes should be restricted to tax rates and not involve
imposition of new taxes. A flat rate tax waild permit mere use of withhalding, with a
single linear personal income tax above a certain threshhold income which could be
indexed for inflation. Company profits should be taxed at source withoat
discrimination. The indirect tax base should be as broad as possihle, with flat rate
taxes on consumption expenditure. Revenue tariffs should be uniform and ap;iued
without exemption. Expart and production taxes withheld at source by marketing
artharities would i mprove taxation of the infarmal sectar,

Professor David Lim's paper on The Spending and Taxing Behaviour of Governments of
Resource~Rich Countries: A Study of Papua New Guinea (April 1987 differed from
the earlier papers in examining whether minerals revenues and RAustralian aid had
permitted a lack of fiscal discipline. He identified the same prcblems with the tax
system as the earlier authors, but saw the extensive wasteful public expenditure,
neglect of capital spending and heavy reliance on forecast rapid growth and minerals
development as the majr problems,
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Professor Lim recommended continued effort to broaden the tax base and increase
internal revenue in line with changes in the economic structure. The expenditure
programme needed to be controlled and made more efficient, with improved project
evaluation and emphasis on developmental invest ment by the government.,

Comment

The paper's underlying premise that spending can exceed internal revenue only if
there is revenue from other sources or barrpwing seems to be something of a
tautology. Pullic debt data show that barrowing has been extensive, but it would
be difficult to prove that the political attitude which allowed such borrowing was
lax because of aid and expart earnings or was based on false expectations of
"inevitahle" growth. If debt service consames such a large share of export
earnings then those earnings can hardly be deemed abundant. A more relevant
hypothesis might have been whether the lack of dependence on internal revenue
collected from voters permitted a lack of discipline.

The government adopted Professor Neild's suggestion for a fortnightly tax period even
befare the paper had been published, R had the advantage of increasing government
revenue and reducing Tax Office workload without invalving sensitive political
issues, Only a few months later, while introducing the talk by Professor Mathews,
Michael Bendall warned against adopting only one of a package of recommendations.
He criticised transient expatriate palicy advisors for seizing opportune proposals with
little thought for the implications and practical implementation,

Despite Mr, Bendall's concern, there has been gradual progress towards the refarms
suggested by the LN.A, authars. The 1981 Budget Speech explicitly acknowlaedged the
papers by Professars Neild and Mathews, urdertaking a programme of data coliection,
promiging an enquiry into inter-government fiscal relations, and committing not to
increase the rate of company tax during the four year life of the National Public
Expenditure Plan. (The change of gowernment intervened and the tax rates were
increased.) There has been a shift towards indirect taxation. Export taxes have not
been increased, partly because of concern for the viability of agriculture (being
addressed by a smdy into production costs). Tax Office staffing has not been
boosted . *

The government has abolished some exemptions from impart duties, in line with Mr.
Collins' suggestions. Effarts have been made to standardise revenue tariffs,
Discriminatory tax treatment of national-owned companies has been abdlished. The
1987 Budget reduced most marginal rates of income tax and reduced the number of
tax hbrackets, although the system is still far from a flat rate. Efforts to further
broaden the tax base have been propased by advisars but rejected by politicians,

Annual budgets continue to include piecemeal changes to the tax system, althoagh
emphasis has shifted towards improving the tax system rather than increasing
revenue. There have been recent moves to relate expenditure to anticipated revenue,
rather than pursuit of expenditure targets. Almost all of these improvements have
been introduced through the bureaucracy, but with ministerial approval.

*Editar's Note: The Taxation Office has been strengthened in 1988 under an
Australian technical assistance project.
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Indisstrialisation and Trade Poli

Like taxation, industrialisation and trade policy has attracted considerable attention
from the LN.A. Professor John Whalley wrote on Foreign Trade Policies in Papua New
Guinea (December 1982). He applied economic principles to the policies affecting
Papua New Guinea's international trade and diversification of the domestic economy.
He identified the majr problems as stagnant economic growth and a growing trade
deficit, the lack of dearly stated industrialisation palicy combined with poar
administration, poor understanding of trade principles, and distortionary sectoral

Professar Whalley adopted a strong free trade approach and recommended that the
government permit the private sector to determine comparative advantage and
profitable oppartunities for investment. Eliminating internal relative distartions
would be mare economically efficient than granting offsetting protection. Export
incentives would be distortionary. The infant industry argument for protection should
not be confused with start-up costs, Mcore consideration should be given to
macroeconomic measures sich as devaluation to reduce the trade deficit, rather than
the use of restrictive trade practices. If a palicy of protection were adopted, tariffs
should be used in preference to quotas and other import controls. The Tariff Advisary
Committee needed to be strengthened and given dlear guidelines.

Professor Helen Hughes examined Industrialisation, Growth and Development in Papua
New Guinea (October 1984) drawing on her wide experience and an analysis of the
gtate of the economy. The macroeconomic situation had improved since Professor
Whalley's study, and Professor Hughes identified a series of structural and
microeconomic problems impeding development as well as the effects of upward
gressre on the exchange rate. Problems included the small markets, high costs of
business, uncertainty, lack of infrastructure and increasing lawlessness,

Prafessor Hughes, also a proponent of free trade, recommended mcre emphasis on
export-led growth than on import replacement because the Papua New Guinea
economy lacked the preconditions for efficient industrial development. Incentives
could net offset structural deficiencies. More investment in infrastructure wanld be
needed to offset business costs, combined with a buildup of cash incomes in
agriculture to expand the local market and develop labour skills. Vocational training
at the tertiary level wauld improve labour productivicy, Some weakening of the
currency would be productive,

Majpr institutional changes were needed to the wage setting mechanism, including
youth wages and piece rates and a reduction of benefits. Competitive pricing should
reduce the costs of utilities. Any protection should be granted as a direct subsidy.
Export incentives were unlikely to be particularly effective,

Professor Robson, in Trade and Trade Pdlicy Issues in Papua New Guinea (September
~1985) adopted a more pragmatic approach based on his perception of distortions in
_ international trade which, he feit, required counteractive domestic measures. Apart
from the macroeconomic pressures, he saw the main problems as the imperfections in
wadd markets, and the lack of consistent protection palicy and procedures reflected
in poor perfarmance by the Tariff Advisary Committee and amhiguities in the Tariff
Code,
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Professor Robson recommended a systematic and cost effective trade palicy invalving
an element of government intervention to be formulated within a clear development
strateqy which identified the sectors or stages of production to be promoted. Revenue
and protective cbjectives needed to be separated, Consistent criteria should be
applied in evaluating requests for protection, using cost benefit analysis for large
projects and an assessment of contribution to local value added for smaller
enterprises,

Comment

Some measures have been taken in line with the authars' recom mendations, but
address mainly procedural matters.  The government continues to offer
assistance without reference to comparative advantage, and there is stdll no
Clear statement of development strategy. The White Paper on Industrial
Development, possibly resulking from Professor Whalley's recommendations,
made progress towards stating the government's industrialisation palicy and
strengthening the Tarff Advisary Committee, Tt incduded provisions for
protection and incentives to encourage investment in manufacturing industry,
Three years later, the Industyy Assistance Board (JAB)* has held a meeting and
has almost developed guidelines far evaluating requests for protection.,

The IAB Secretariat is not the skilled, autharitative bedy envisaged by Professor
Whalley. The government maintains its right to ignore the advice of the IAB, and has
continued its use of quotas and other controls rather than tariffs and subsidies.
Selective activities have received substantial protection with no regard for the
impacts on other sectars of the economy. The infant industry argument has been used
inappropriately in the introduction of export incentives and protection, and in a wage
subsidy scheme. Little has been done to reduce distartions in the economy. Currency
contrals have been relaxed slightly, and the pressures on the balance of payments have
been eased by a measure of economic recovery.

Land Pdlicy and Administration

Widely regarded as one of the major dbetacles to development in Papua New Guinea,
land availability remains one of the most palitically sensitive topics and its
administration has become so unwieldy that it almost defies remedy cther than
through massive refarm. Professors Knetsch and Trebilcock undertook an extensive
study of the issue documented in Land Palicy and Economic Development in Papua
New Guinea (Aprl 1981). The authars evaluated aspects of palicy and administration
in the context: of national development aims.

The authars felt that customary land must be mobilised if rural development were to
proceed and provide the stimulus for broader growth, Serious land reform must come
to terms with the alienability of land and the need for secure title, but would nct
require full registration of title to all customary land. Limited direct dealings in land
should be permitted. A decentralised system of mediation and adijudication should
build on the local and district land court systems,

In all cases it would be mare effective to establish basic guidelines and criteria foar
decentralised application than for the national government to be invalved in each
stage of each transaction. The system of allocating government leases should be
replaced with competitive bidding, or with direct dealings which would allow the

*Editar's Note: The Industry Assistance Board replaced the Tariff Advisary
Committee in 1985. .
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landowner to reap the windfall gains (which could be taxed if the tax system were
amended),

Comment

The paper was widely acclaimed by reviewers in many parts of the economy, yet
very little has been done on the basis of that document. Numerous studies have
been undertaken by several agencies on land policy and administration in Papua
New Guinea. There have been attempts to introduce customary land registration
and promote lease-lease back of customary land. No pdlicy reforms have been
implemented successfully. Extensive reviews of the Lands Department have
resulted in measures to improve administration of alienated land, and a palitical
scandal brought some curtailment of unconstrained ministerial powers, The
government continues to invalve itself in all stages of all transactions, and has
been unakle to delineate its pricrities in awarding leases,

Forest Palicy

A sectaral paper on Issues in Papua New Guinea Forest Policy by Dr. Fraser alerted
the LN.A. to the dangers of investigating sectors of the economy comprising few firms
which may be benefiting from policies which become the subject of critical review.
There had been widespread concern that timber extraction was not being undertaken
in a manner which maximised the national benefit. A study which pointed to these
problems was likely to be resented by part of the LN.A.'s constituency and jeopardise
its funding. The LN.A.relied on its mandate for independence and published, althaigh
the final document may have been edited to remove the names of some targets of
criticism.

Dr. Fraser saw the major problems as rapid depletion of viable timber stands, almcst
total lack of reafforestation or other follow-up land use, industry domination by large
fareign enterprises with every incentive for transfer pricing, excessive wastage in
timber processing, and conflicting national development dbjectives surrounding the
industry. He suggested foregaing present revenue in exchange for much greater future
revenue., He recommended that the Office of Forests conduct an exercise to compare
actual vields over the past ten years with anticipated yields to ascertain the extent of
overestimation or misreporting.

The government should concentrate on imgroving the efficiency of existing operators
rather than making new areas availahle far exploitation. Concentration in a few areas
would simplify monitoring and contrcl. Log expart guideline prices shauld include a
levy for reafforestation if timber companies would not undertake reafforestation.
Timber operators should be selected mare carefully. High pricrty should be given to
developing better export marketing and prices, with more attention to the future
value of resgurces. A substantial research effort was needed into silviculture and
forest management, Land-owners should be encouraged to dedicate suitable land to
farestry. Fuelwood plantations would be needed. Domestic processing capacity must
become mare efficient and expanded.

The paper included a survey of reputable international timber companies which did not
operate in Papua New Guinea. They were surprisingly well informed. They cited the
high costs of extraction and conditions, and the avalability of sufficient better
opportunities elsewhere., The survey left a strong impression that many companies
operating in Papua New Guinea have no concern for the national interest nor for
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honouring their agreements with government., Dr. Fraser calculated that the
industry's return to the government net of administration and Timber Rights Purchase
costs was trivial,

Comment

There has been no change to the forestry legislation and attempts to adopt a
revised forest policy have not been successful, The government has established a
State Log Marketing Agent utilising the Farest Industry Council, but has not
Clarified its thinking on use of its 25 per cent option. Recent Forests Ministers
have expressed their policies as a rapid increase in log exparts, quite contrary to
Dr. Fraser's recommendations and the precepts of sound resource management.
Farest depletion receives minimal attention relative to minerals even though
natural forest has an intrinsic value which minerals in the ground do not. There
is no resource rent in forestry to compare with the minerals Additional Profits
Tax. The recent scandal has demonstrated the problems which can arise in an
industry dominated by a few large companies exploiting a multi-million resource
which is in the sole contral of one person.*

Puhlic Enterprise
Michael Trehilcock wrote the paper on Public Enterprises in Papua New Guinea
(August 1982). He examined the pattern and perfarmance of such enterprises in Papua
New Guinea in an attempt to deduce the underlying rationales, since these could not

be found in any palicy document. The lack of clear cbiectives and pocr financial
perfarmance were congidered to be the majxr problems.

Prafessor Trebilcock recommended that the government not expect public enterprises
to perform like private companies, since that would obviate the rationale for their
existence. Profit should not be the only motive for a government-owned corporation,
but the government needed to examine why each enterprise had been established and
monitor its performance accordingly, There should be clear distinctions between
private enterprise, government and government enterprise. Excessive bureaucratic
interference should be avaided, and the commercial component of boards should be
increased. Public accountability should be increased with regular reporting to
padiament, and each public enterprise should be subject to regular independent
review.

Comment

The govarmment has moved even further towards commercial perfarmance
criteria for statutory authorities, while many government-owned companies
remain almeost totally unaccountable., All commercial statutcry authorities are
now required to prepare a five-year corparate plan for approval, but the lack of
palitical interest in these plans and the carparations' accountability remain a
problem. Bureaucratic intereference has been reduced, albeit not always
intentionaily. Businessmen have been appainted to represent the government on
some bopards but political interference appears to have increased in many
companies, There has been considerable lip service paid to privatisation and sale
of government-owned companies,

*Editar's Note: The Wingti-Chan government estahlished The Enquiry Into Aspects of
Farestry headed by a Naticnal Court Judge in Apxil 1987. While the enquiry was in
progress reforming industry legislation was drafted by that government but it never
reached parliament. The Namalin government is drafting new legislation {October
1988). At that Hme the report of the enquiry had not been released.
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Professor Trebilcock's papers on public enterprise and on the private sector
suffered from commencmg with long, tangential discussions. Although he
proceeded into concise analysis, many readers may not have persisted long
encugh to find out. Professor Trebilcock quotes a number of ministerial
statements as evidence of government thinking, Many such statements were
written by (expatriate) pubhc servants for specific occasions, and were not
carefully reviewed by the minister concetned. Few ministers can be relied upon
to deliver only statements in which they believe and to which they feel
committed. Legislation and practice are the best indicators of public palicy.

Urban Housing

The paper on Urban Housing in Papua New Guinea (February 1983) by Higgins and
Kumar was the result of a juint project between the LN.A. and the University of the
South Pacific. The authors' foareword implied some dissatisfaction with their repart
due to a feeling that moare knowledge of the Papua New Guinea situation was
necassary for practicable recom mendations. The authors identified the main problems
as an inadequate and inappropriate housing supply relative to incomes and asgirations,
a shartage of all resources necessary for housing development, and a lack of priority
being given to housing.

They recommended that remedial action be taken before the urban housing problem
detericrated to standards elsewhere in the world. The authors concentrated on
deacribing and explaining the characteristics of urban housing shartages in Papua New
Guinea. While some of the explanations are illuminating, and help to identify the
causes, the authors were not in a position to be more specific and constructive.

Comment

Employers continue to subsidise housing and erode the incentives for home
ownership. National home ownership schemes have not succeeded in helping the
lower middle income groups, and have been abused because they invalve an
extensive degree of discretion which is open to carruption. Even without abuse,
such schemes have been too small and toco siow to be implemented. The
government currently is undertaking yet another programme of selling is houses,
with pricrity given to incumbents. The evidence of abuse is disheartening, and
little attempt is made at concealment. The housing sale programme probably
will have little impact on government housing expenditure or the housing

The housing situation generally is not as severe as in many developing country
cities. Politicians and senior public servants lack an incentive to deal with
housing because they do not have a housing prcblem, and neither do 85 per cent
of the cointry's voters.

Mining Poli
A Discussion Paper on Mineral and Mining Policy in Papua New Guinea (Octcber 1985)
by Professcr John Tilton with John Millett and Richard Ward, while very topical, may
have been overlocked in the crisis ower the Placer share issue and concentration cn
immediate problems (such as negotiation of two majr mining projects and extraction
of personal advantage).
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The authors focused on exploration a8 a barometer of the minerals investment climate
and as the main parameter for influence by public policy, since the discovery and
development of reserves is governed by different forces, They saw the majr
problems as excessive bureaucratic delays in appraising exploration applications,
compaunded by government interference in technical matters, high costs in Papua
New Cuinea, the ccst and conflicts invalved in government equity haldings, and the
uncertainty arising from extensive ad hoc elements and discretion in negotiation of
mining agreements. :

The authars recommended that the recent increase in exploration shauld not lead to
complacency about the investment cimate nor about the prospects for minerals
development. The practice of on-site hearings for exploration licences should be
discontinued. Exploration reporting standards should be set and monitored, The
Additional Profits Tax (APT) benefits both the government and the developer and
should be maintained. The government equity option should not be taken up.
Tnfrastructure requirements should be clarified and not exceed thcse needed by the
development. Special mining lease negotiations should be limited to very large
developments, with standard agreements for smaller projects.  Royalties and
regulation of gold dealings by small alluvial miners should be abaolished.

Comment

The government's future budget estimates are highly dependent upon successful
minerals development and exploration expendifures, despite the experience with
Ok Tedi, The government's stated palicy to enter into ho new equity
commitments is not being upheld in current mining negotiations, which remain ad
hoc and ungredictable. The delays in concluding negotiations arise from
government demands and intervention in a range of matters, not from concern
about long~term rescarce management. Conditions continue to be imposed which
increase the developers' costs and reduce profitability {and hence tax revenue).
As recommended, the government shows no signs of abandoning the APT.

A standard mining agreement is being developed but it is not known how it will
be applied. Payment of royalties and withhalding tax by alluvial gdld miners has
been abolished, and dealings have been deregulated, but this was underway
befcre preparation of the report and may have come to the authar's attention
during discussions with the action officer.

The July 1987 LN.A. seminar on negotiation of mining projects was well attended
by most sectors of the community and engendered a lively debate. The audience
indluded many policy advisors and government negotiators. Many interesting
points made by the guest speaker should influence the government's position in
future, provided that the government representatives bear them in mind.

- 1 Shipping

The Economics and Regulation of Coastal Shipping in Papua New Guinea (Sidney
Gilman, November 1983} was the second of only two LN.A, Discussion Papers.on
specific industries and their performance. AS with the forestry paper, Dr. Gilman's
paper singled out individual firms for comment. Dr. Gilman saw the main problems as
excessive and ineffective requlation of the industry, excess and inappropriate capacity
and a very high cost service.
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He recommended that capacity licensing be depoliticised in an effort to improve ship
size, cargo balance, unit costs, overtonnaging and cther inefficiencies. An ocutline
plan for an efficient operating strategy should be developed. A Shipping Conference
system of rate and capacity negotiation between operatars shauld be estalished, with a
Shippers' Council to represent customers. The restriction of coastal shipping to
registered fleets should be continued so that the system can maintain croes subsidies
and reqular services without being out-priced on the main routes. Pressures for
further escalation of stevedore wages and benefits should be resisted.

Comment

Ministerial powers remain sabstantial and largely unaccountahle. Ministers other
than the Transpart Minister invalve themselves in aspects of coastal shipping,
and the industry shows no signs of competitive behavicur and rationalisation.
The unsuccessful, gowernment-owned PNG Shipping Carparation continues to
operate inefficiently and incur substantial losses which must be borne by the
government.*  The double deduction of coastal shipping costs from taxable
income was intended to offset distartions arising from requlating the industry.
Its recent rescission is an apparent contradiction of cther government palicies to
promote industrial development but, in fact, reflected the conclusion that it was
not achieving its cb¥ective., Numerous recommendations to derequlate the
industry have been ignared. Stevedare wages and benefits continue to rise
substantially and are a majr component of Papua New Guinea's high port costs.
The union remains strong and influenced by Australian practices and idedlogy.

Law and Oxder

The substantial IN.A./IASER repart on Law and Order in Papua New Guinea by
Professar William Clifford, Judge Barry Stuart and Dr., Louise Marauta, was puhlished
in September 1984 as a wave of serious crimes in PcrtMoresby]edtoprlic
demonstrations reguiring the government to assign high priority to the issue, The
main problem perceived by the authors is self-evident. Durng the study they
identified a number of causes of increased lawlessness, incdluding the rapid transition
from a traditional society.

The authars recommended a broad, gradual approach to combat the causes of crime
and increase social pressures for lawful behaviour combined with improved law
enforcement and puinishment of criminals. The specific recommendations included
the assignment of highest pricrity to Jaw and order issues, strong measures to combat
carruption in public office, greater reliance on and measures to improve the
operations of the village court system, simplification of criminal proceedings, more
comstencymsentencmgaxﬂgreateruseof;robauonandparde The palice and
carrective services required restructuring and much better training.

Comment

The Discussion Paper was a timely and central input into the govanment's
deliberations and reaction to the public outcry. The government's ensuing 49
Paints an Law and Order included many of the paper's recommendations, but
omitted many others and lacked the cohesion which had been a majr chictive
of the authars. Six months later, after another wave of crime, the govamment

*Editor’s Note: Government aqld the PN G Shipping Corparation to Steamships 'rradmg
Company Ltd. in July 1987.
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declared a State of Emergency in Port Moresby as a short-term measure.
Recently, the then Prime Minister, Mr. Wingti, refused to take a similar measure
to combat growing criminal activity in Lae and many public statements were
nade about the need for Iong-term measures to prevent crime.

Little has been done to implement the government's 49 Paints, nor to achieve
fundamental social and economic refarm. Widely publicised mumours of
corruption and disciglinary actions against Ministers have not been upheld,
althmghaquﬁﬂeshavebeenomductedmdmuchhasbeenmaﬂem;nﬂic
statements abowt the fight against carruption *

Labour Market

The Labour Market in Papua New Guinea: A Survey and Analysis was written by Paul
McGavin (September 1986), Available data were consclidated into a comprehensive
series as a basis for a descriptive and analytical review of the labowr force and labour
market, The issues of labour supgly, wages, mobility and training are addressed. The
majr problems are the lack of adequate labour data for informed decision-m aking,
urban unemployment and urban drift, excessive reliance on government action by the
private sector, and inadequate private sector input to and influence on education and
training.

Dr. McGavin suggested that administrative wage setting impeded individuals'
oppartunities to reach a mutually beneficial agreement. The Minimum Wages Board
mechanism should be retained for its stahilising effect on wage negotiations, but the
Board should be reduced in size and should place greater emphasis on the market's
ability to pay. Urban minimum wages should be reduced to promcte more
employment, but lower wages should not apply to existing employment. Wage
indexation should be abalished because it prevents the real wage from adjsting to
changing economic circumstances, The wage structure should be revised to provide an
incentive for on~jb training and to discorrage mobility., Government and the private
sector should reduce their funding of basic skills (undergraduate) education. A system
af labour statistics and review should be established.

Comment

The government has reduced the minimum youth wage but it is too early to
determine whether this will have an impact on wages offered or on youth
employment. No measures were in evidence to improve the system of labour
statistics or to amend the Minimum Wages Board. The Public Service recently
granted substantial wage and benefit increases to senior officers.

*Editor's Note: On taking office in July 1988, the Namaliu government made
restoration of law and order its first priority. The Ministerial Committee on Law and
Order, chaired by the Minister for Justice, is funded and active. The Committee
released its "Policy on Law and Order” in August 1988. The Fraud Squad has been
strengthened. Sweeping anti-corruption legislation is expected to be introduced in the
November or February sittings of parliament.
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Agriculbure

Since early 1985, the LN.A. has undertaken a majr programme of wark on the
agriculture sector, cainciding with an increase in the government's statements about
the sector’s impartance to society and to economic development. Agriculture is the
sdle means of suppart and the sdle source of cash income for the vast majprity of the
population, It is the majpr provider of formal non~government employment and a
substantial earner of foreign exchange. Despite continued imparts, domestic
agriculture in fact is producing a large portion of the cauntry's food, The sector has
developed and adapted with little direct assistance from the government.

The three LN.A. Discussion Papers on agriculture address quite different aspects of
the sector. Comments are grouped at the end of the section.

Plantation Agriculture in Papua New -Guinea (June 1985) was written by Mr. C. C.
Galdtharpe. He examined the characteristics of the plantation industry induding
organisational and management structures, the relative efficiency of different scales
of production, and the industry's contribution to income and development. He saw the
majr problems as the lack of explicit government support for plantations, the small
size and poor management of most holdings, and insecurity of ttle and other
impediments to raticnalisation.

Mr. Gdldtharpe recommended that the government should make an official statement
to support its tacit recognition of plantations' importance in the economy. The
Plantation Redistribution Scheme legislation should be repealed to allow lease transfer
to foreigners to encourage consolidation of holdings and restructure of the industry.
DPI and the commodity boards should conduct a survey of abandoned plantations and
seek concessional funding for a feasibility study into rehabilitation. Apart from the
few very large, new plantations, all estates should improve their management
recruitment and training of nationals in senior positions, and should modexrnise their
practices by encouraging a stable, more permanent labour farce through provision of
improved family housing.

Dr. Barry Shaw wrote on Agriculture in the Papua New Guinea Economy (June 1985),
uging economic principles and the best of the available field work to analyse the rale
played by the sector. He found the majpr problems to be the lack of a coherent
sectaral policy, inadequate political commitment to agricultural improvement,
inadequate research and extension, and increasing unemployment and urban poverty.

Dr. Shaw recommended that the government take greater notice of the returns to
subsistence when designing projects for adoption by smallhclders, and focus its
attention on areas of stress. All projects should be subdect to field trials and tests of
their sensitivity to varying conditions. Government expenditure on research should be
increased considerably and made more productive, concentrating on increasing the
productivity of crops which have already been adopted by smallhclders.

Extension services should be revitalised and focused towards smallholders because
they are the best prospects for absorbing increasing numbers of unemployed. The
plantation sector should not be allowed to decline because the loss of jobs wauld be
unacceptable, Possible ways of improving processing standards should be
investigated. Interest rate subsidies should not be provided except for new tree crop
projects with long gestation periods. Statistics on all agspects of agriculture must be
improved,
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The third and final paper, Tinovation in Papua New Guinea Agriculture, was written by
Frank Jarrett (Octocber 1985) and concentrated on research and extension as the
channels by which the sectar would adopt new crops and techniques to improve
productivity and oatput, The main problems are the inadequacy of human and
financial rescurces devoted to research and the poor performance of the extension
services,

Professar Jarrett recommended that the relative shares of public and private sector
funding for research generally should reflect the distribution of bhenefits between
consumers and the industries, except where a government contribution legitimises its
right to act as the representative of smaltholders. The use of public funds should be
acoountable, relevant and subjct to efficiency criteria. More resources should be
directed to research into traditional food staples, Salaries and conditions of
employment far scientists should be improved and more use shauld be made of non-
budget aid and other sources of scientists on secondment to on—going research
programmes in Papua New Guinea.

The pdmary health care model should be used for extension services, and small Health
and DPI teams should deal with areas suffering from poor nutrition. Village
preferences should be an important factar in determining research and extension
priorities in work on farm systems. The provincial governments should increase their
commitment to agricultural development and their extension services. Extension
officers’ duty statements should be revised and enforced. The Extension Advisary Unit
in DEI should rebuild the links between national and provincial DPI, and bet ween
research and extension.

Com ment

There has been no formal policy statement in support of plantations and the
Plantation Redistribution Scheme legislation remains on the books, albeit
unfunded and inactive. There has been no government-sponsared sarvey of
abandoned plantations. Two feasibility studies on rehabilitation of consolidated
holdings have been conducted by commercial companies. The second received
widespread support; the first met with a mixed reaction from politicians and is
still fraught with land disputes and attempts at palitical intervention.
Comiderahlepoﬁticalrhetoﬁcisexpendedmthecolorﬁalpracticescf
plantations and their explaitation of Papua New Guineans, although a few
politicians have been actively suppartive of plantation developments,

There is still no coherent sectoral palicy for agriculture and the anticipated
agriculture White Paper has not materialised. Government statements on the
importance of the sectar have blossomed and budget funding for naticnal DPLhas
been increased although it is dependent on improved project proposals. The
government's contribution to the crop research institutes was lower than
expected in the 1987 budget and raised concerns about the government's
commitment.

DPI has been reorganised many times, but is continuing its efforts to implement
the Agricultural Support Services Project (World Bank) and other measures
designad to improve its services to the agriculture sector. The government's
mentality seems to be changing, from one which saw progress as DPI producing
mare, to one which places emphasis on DPI providing the means far other people
to produce more. However, it is not clear how an increased budget will
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contribute to the latter dbjective. Some aspects of the coffee rust campaign
included a concentration of resources on assisting smallhclders, but many
projects remain predicated on a consolidation of smalthcldings into larger unifs.
Palitical contrals on the Agriculture Bank continue the practice of subsidised
lending, but the Smallholder Agriculbural Development Programme, with its
massive subsidies, has not been funded.*

The government has been slow to reduce its research efforts which duplicate the
industries' programmes. Improvements to the extension services and to the links
between the national and provincial areas of respongibility are being made, but
any progress would have to be gradual because of the size and complexity of the
problems.

*Bditor's Note: The 1988 budget provided for K60 million to be spent by the
Department of Agriculture and Livestock (previcusly DPD and the Agriculture Bank on
smalthalder projects.
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Chapter 3
EVALUATION OF ACHIEVEMENTS AND THE POLICY ENVIRONMENT

The LN.A. aims to foster development of the national economy. Most reascnahle
people in Papua New Guinea are pursuing this obective. Where progress-has been
achieved, it is rarely pcssible to isolate the contributions made by individual
elements. LN.A. autlmspend many hoars discussing their topics with interested
parties; ideas flow in both directions. Professor Reddaway claimed that his approach
was to steal other people's ideas and present them as his own, If the LN.A.S
recommendations ccincide with improved policies, it would be niggling to txy to
appcrtion credit.,

A problem facing any agency endeavouring to contribute to policy reform in Papua
New Guinea is the lack of public awareness and pressure groups representing broad
areas of public interest. There is no consumer lobby so debate on protection will be
one-gided. There is no lobby for the unemployed so debate on wages and investment
palicies will be hiased, The LN.A.'s independence and pursuit of the national interest
help it to argue for all sides, thus filling a gap in society. But it does not enpy broad
popular support and palitical influence. The taint of erudition limits #s puhlic.

In its narrowest form, the LN.A. cbective is to contribute to public debate. In this it
has been indubitably successful.. The LN.A. has provided a means for the business
community to obtain an independent and expert view on the issues which concern i,
The business community is enablad to present a more rigorous argument and given a
channel through which to present ik, On the other side, the government pablicised its
palicies in early issues of the Speech Series and still arques its position at LN.A.
seminars,

Data research undertaken by or for the LN.A. has provided policy advisars with better
infarmation upon which to base their recommendations, Published documents provide
a store of knowledge about the various issues and thearetical principles on which
palicy must be formulated. This stare is available to advisors and decision—makers
alike. The p.lb]ic seminars perfcrm a multiple rale of education, exchange of views
between the various groups in the economy and the opparttinity for personal contact
between the groups. Authors stimulate analysis and debate during preparation of their
papers.

The extent to which this has fostered development of the national economy may have
been affected mare by the way in which public debate and knowledge are reflected in
government palicy rather than by the way in which the LN.A, has improved public
debate, Often it seems that the LN.A, is the only forum for public debate on matters
of economic palicy. The main problem is whether the decision~makers are listening.

It is helpful to understand the decision-maiing process within the government. system
befare congidering the LN.A.'S contribution,

Decision~making in Papua New Guinea

Most major pdicy decisions in Papua New Guinea are made at the ministerial level.
Somedecﬂnnsaretakenbynﬂ:mdual mnus:etsaamhonsedbyleg:slaum,a:byﬂme
ministers jpintly in the National Executive Council. Decisions sometimes require
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parliamentary approval for legislation or a change to aggregate expenditure, but
ministers generally represent a parliamentary majprity and can hope to have their
decisions ratified. Some policy decisions are within the powers of senior public
servants. Where pdlicies are not clearly defined, the actions of public servants create

an implicit policy.

Moet ministers take advice from their personal staff, their pdlitical advisers, or their
departments. Many ministers have an outside "guru" upon whom they rely. In ‘some
partfalics or on some topics, ministers depend heavily on their departments, especially
on technical matters (including macroeconomics), Policy decisions, therefare, can
evalve from an individual's idea, sectional interest, constituency concerns, or through
the laborious processes of bureaucracy.

A majpr ministerial decision is the most visible farm of palicy-making. Yet taking a
decision does not necessarily mean that anything has been achieved ar that anything
will be achieved. Often it is seen as an end in itself. Words like "streamline” or
" mprove" figure frequently. Urless the decision stipulates that a certain action must
be taken by a certain person by a certain time, all of which being feasible and giving
effect to the decision, there may be no visible results let alone the desiratie effects
that the decision was intended to achieve.

Many LN.A. authars have commented on the excessive bureaucratic burden and the
shartage of competent administrators. It takes time, effart, skill and motivation to
implement a decision, and the lack of any cne of these can be fatal. The lag between
influence, decision, implementation and effect is considerable. The LN.A. has had a
substantial impact on government decisions which simply have nct filtered through
yet. In this context, it is more astounding how much influence the LN.A. has had.

Brian Brogan pointed out the growing mistrust and estrangement between paliticians
and the bureaucracy and the pressures on paoliticians to seek rapid personal and
constituency gain during their temre in office. There has been a growing tendency for
decisions to be taken at the political level without reference to bureaucratic advice or
ability to implement. The process of government has become increasingly
politicised. The recent general election has seen the loss of several senicr paliticians
rencwned for their concern with the longer-term national interest and development.,

Palicies which foster development need to be well designed and carefuily considered
and to incorporate the views of those who will have to implement them, both within
the bureaucracy and the community at large. Such palicies tend to be adaptive and
achieve their cbiectives only gradually. They do not bestow instant kudos on their
perpetrators. They do not seem to be much in veque in contemparary Papua New
Guinea,

The bureaucratic chain in pdlicy divisions throughout the government is the line
between the head of the department through a deputy or first assistant secretary to
the assistant secretary and branch level which comprises the action officers. Some
ministers seek advice only from the head of the department; others discuss issues
with the action officer.

Mcst action officers have a subetantial workload processing the numercus pieces of
paper characteristic of a bureaucracy. Many LN.A. authors have commented that
while' a policy appears to exist it is not clearly stated ar publicised. The bureaucrats
must work within this deficiency, performing in the context of a presumed palicy. Too
often there is ineufficient time to even consider which policies are reflected in a
particular response ar task. Alligators and swamps spring to mind.
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More experienced officers can keep in mind the general principles and work implicitly
within them. Inexperienced cfficers focus narrowly on the task in hand and cannot
always perceive the policy underlying it. Professor Reddaway may have been correct
in stating that implementation was neglected because devising new palicy was mare
glamarous, However, rarely does a hard-warking officer have the leisure to formulate
and pursue a majur pdlicy revision.

LN.A. Discussion Papers and seminars provide a useful synthesis and reminder of the
broader perspective, but economics is not an exact science and even LN.A. authors
sometimes disagree on the apgropriate remedial policy. Any conflicting
recommendations and dbctives have to be evaluated. Policy-makers have nan-
economic abjctives which must be considered. An author may propose a coherent
package of reforms but the system may be unahle to introduce so many changes at one
time.

Some palicy or administrative changes are within the bureaucrats' powers and they are
able to introduce some measures which a politician would be reluctant to impose on
voters, These measures lack the immediate visibility of palitical decisions but often
have more real impact. The manner of bureaucratic implementation of policy
decisions can have mare impact than the policy decision itself. A very large number
of the specific recom mendations made by LN.A, authors have actually been achieved,
piece by piece, many without any formal change in policy.

Fiscal palicy has been moving slowly but inexcrably towards the reforms proposed by
the LN.A. authars in the seven years since Professar Neild's analysis was published.
Some bureaucrats have become aware of the links between government and the
private sectar as a result of LN.A. seminars, in itself an achievement because present
economics education at the University of Papua New Guinea seems to pursue a
different: ideclogy.

Least visibly, bureaucrats have argued strongly and successfully against palicy
initiatives, often calling on outside authorities such as the LN.A. publications to

support their position.

There have been gradual improvements in many pdlicies and procedures during the
past twelve years, A surprising number of them are consistent with small suggestions
made in LN.A. Discussion Papers, Many of the sweeping refarms suggested by LN.A.
authors have not been introduced. While gradual improvements may not be sufficient
in some cases such as land, incremental change often is mare easily absorbed. The
authors' suggestions have provided the direction and framework.

"The government™ is not one indivisible mass of likeminded bureancrats, as Professor
Whalley noticed when investigating the practices of the Tariff Advisory Committee.
Different individuals and departments espouse different ideclogies. The farce of a
single personality can sway the outcome of a meeting or debate. If a department is
powerful and has the support of a strong minister it can dominate the palicy-making

process.

The LN.A. often addresses topics of broad economic significance rather than strictly
sectoral matters within the purview of a single department. The consolidated
Department of Finance and Planning is the only department of govemment which
likewise has cross-sectoral interests, The department has enjoyed pericds where its
authority was undisputed.
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Sectoral specialists in line agencies have a greater tendency to pursue chipctives for
their sectors with no regard for the impacts on the economy as a whale, The
Department of Trade and Industry, for example, has taken steps to promote
manufacturing industry which impose tremendous costs elsewhere in the economy.
The LN.A.S influence will depend on which agency is in the ascendancy unless it can
awaken an increased awareness of the bigger picture.

The policy climate

The mast interesting cbservation which emerges from reading all the LN.A. Discussion
Papers in one concentrated session is the presence of common themes identified by
different authors evaluating different subjects in different ways. Recommendations
made on different topics overiap and are mutually suppartive, I there is any truth in
economics this would indicate that these common measures may indeed be necessary
for sound economic development. Recommendations on land palicy, investment and
trade palicy support each other and the recom mendations on taxation.

It is not a coincidence that the taxation papers are the crux of the LN.A.'s total
contribution. The govenment is the dominant force and largest sector in the
economy. Its annual budget is well over one—third of GDP. I influences all aspects of
the economy through the pattern and extent of the taxes it collects and through its
expenditures, The taxes callected influence the government's level of expenditire,
Fiscal pdlicy is the majr macroeconomic todl of the Papua New Guinea government,
The tax regime influences the climate for private investment. The level of private
invest ment influences the govemment's tax revenue,

The other commaon thread is the extent of government non-tax intervention in the
economy and the amount it tres to do with very limited manpower resources. In
every sector and on every issue, there are government regulations requiring
discretionary consideration and prior approvals, The public service's inability to
handle the warkload — both quantity and quality - causes frustrations and delays which
impede and discourage private investment, In many cases, the government's
intervention has no real effect other than to impose costs on economic activity.

Professor Lim argued that an abundance of ™unearned” revenue encouraged a lack of
discipline in government spending and internal revenue raising. Some palicy decisions
seem to pay little regard to the realities of the economy. A very large portion of
internal revenue is raised from foreigners. Australian aid still accaunts for 20 per
cent of government revenue, The government is not dependent on revenues cdllected
from voters, Small wonder that government money is considered a free good by most
Papua New Guineans, because it seems to cost them almost noching.

Taken together, the recommendations made by LN.A, authors are a package of hard
decisions. As long as there are minerals revenues and the anticipation of minerals
revenues, and Papua New Guineans are not bearing much of the cost of bad palicies,
there is little incentive for taking hard decisions, Sound economic management is not
seen as a necessity. Non-minerals sectars are neglected. The 1987 budget depends
entirely on very rapid economic growth from minerals exploration and mine
davelopment expenditure, Protracted negotiations with Placer and Niugini Mining .
essentially only reapportion the return to Papua New Guinea rather than increasing.
that retum, but endanger futwre projects and, hence, the development programme,

Many of the problems identified by authas during the past ten years still exist., The
cmstituencyprem.zesonpdjﬁdansandtheapparmtlackcﬁpdiﬁcalwﬂlto
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introduce (unpopalar) long~term measures in the national interest were commented
upon by Brian Brogan. Implicit in much economic analysis is the concept of social net
benefit - the national interest expressed in less political terms. The concept of social
costs and benefits seems implicit in the village environment in Papua New Guinea but
the fragmentation of society prevents the concept being extended beyond the wantok
circle.

Given the realities of human nature and self-interest, it is too much to expect
politicians with narrow popular support to strive far a national utopia haot faand in any
country. This does not imply that the LN.A. should cease to try to move the cauntry's
policy in the right direction., It suggests that the LN.A. and its sponsors shoald not
expect perfection. The theory of economics allows for sub-opti mal salutions.

The target audience

Government representatives have shown reluctance to continue the National
Development Forum. Attendance at LN.A. seminars by senior politicians has
diminished since the early days. Department heads and deputy secretaries sometimes
make an appearance. First assistant secretaries and below usually are well
represented. In general, full-length consultant reports and studies rarely are read by
senior public servants and politicians, even when specifically com missioned. The mare
general the topic (such as "palicy"), the less likely it woauld be to receive early
attention. Even specific documents rarely were read by people above the assistant
secretary, and expatriates were more likely than nationals to read a paper which was
not directly related to their current tasks. Reading the bibliographies in most
consultant studies leaves the impression that the main audience for research studies is
subsequent consultants,

Chris Mackay remarked that nationals tended to see their academic qualifications as
an end in themselves rather than asimply the tocls with which to learn. This is borne
out by the small amaunt. of technical reading done by many nationals once they have
left university, either during working hours ar outside. There are exceptions but,
generally, erudite discussion papers waild be read by junicr officers only if they had
been instructed to do so; by senior officers only if summarised and brought
specifically to their attention in relation to a topical preblem. Circulating one copy
of a lengthy document could take months.

Trivial as it may sound, the length and erudition of many LN.A. publications actually
works against them. Few Discussion Papers indude an executive summary., Most
simmaries tend to focus only on the recommendations. Since most of the authars are
expatriate, recom mendations taken out of context can appear to be instruction by "so-
called expatriate experts” and can alienate rather than enlighten. Many peogple dislike
engaging in discussions with experts who appear to know all the answers and may not
read something which they fear may be over their heads,

Thraaghout LN.A. publications until very recently were references to the idealistic
and inexperienced (albeit qualified) expatriate advisars in influential positions in
government. In some LN.A. statements, the busginess com munity's contempt has been
. quite explicit, This could only alienate the people whom the LN.A. should have hoped
to influence. Such an attitnde will be intolerable as more of the positions are
localised. The inexperienced expatriates are being replaced by inexperienced
nationals who are less likely to read or initiate a debate with expatriate businessmen
ar visiting experts.
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Authors, quality and style of published documents

The authars of LN.A. Discussion Papers generally are acknowledged experts in their
fields, either academics ar specialist consultants. Some have a long association with
Papua New Guinea or undertake extensive research as part of their study, but most
visit for only a short period and apply principles and their expertise to the situation
they perceive. Despite their unfamiliarity with conditions in the country, the large
- majrity succeed in making appropriate comments and recommendations. Very few
mggest sclutions which "ald-timers" would consider quite unwarkable in the Papua
New Guinea context. This is due largely to the close association between the authors
- and the LN.A. directar, and to the pre~publication review,

For the most part, the quality of argument, presentation and proposal is extremely
gocd. Most documents are concise and readahble even if technical. A small number of
discussion papers have deviated from the usually high standard., These xare exceptions
are hard to aveid without greatly increasing the time and effart invelved in editing.
Distribution of a well-written summary would overcome shartcomings in the main
text. Those who make a practice of reading long documents will tolerate inadequacies
in style and are likely to detect deficiencies in the substance. Most others will read
only the summary in any case.

The Speech Series and Warking Papers generdlly are sharter and less technical but
seem to rely mare heavily on opinions (however well-informed) than on research and
expert analysis into the specific situation in Papua New Guinea. They have an
advantage in being brief, easily read, and quicker to prepare and publish so that they
can be mare topical. than the discussion papers which have quite long lead times.,

. Texxy Pitt mentioned frequently that LN.A. research did nect seek to provide definitive
salutions. Some authars have erred too far in that direction by confining themselves
to identifying the problems and exhorting that something be done, There is

. widespread cynicism about consultants who recommend further use of consultants. In
some cases, LN.A. authors have insufficient time to do much mare than identify and
analyse problems. The most useful papers specify which palicy instruments conld be
changed, and in which direction, to effect a salution,

Topicality

As mentioned above, technical studies rarely are read by senior pdlicy-makers even
when they have been specifically commissioned to aidress a current problem o
jssie. The LN.A. has tended to pursue an initiatory rather than reactive rale, thus
reducing the likelihocd of its publications receiving wide attention, There have been
some notable exceptions.

The LN.A. series on taxation pdlicy began in early 1980 with the paper by Professar
Neild, Papua New Guinea was embarking on a pericd of low commodity prices and
ecanomic recession and increasing revenue needs were being met mare and mcre
inadequately by increasing the levies on the existing tax base, The issue was ripe far
public debate. The LN.A. papers have had a significant influence on tax reform even
if the lag sometimes has been long.

The LN.A. study on prices palicy was precipitated by the govermment's proposed palicy
amendment. The discussion paper added weight to the outcry from the business
community. It formed part of the public debate including a seminar attended by Barry
Holloway. An impractical and counter-productive policy amendment was not
introduced. The LN.A.'s cbjctives were achieved.
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More recently, the LN.A.'s contribution to public policy obtained widespread
prominence. Publication of the Clifford Report on Law and Order caincided with the |
government's need to take urgent action to combat lawlessness. Many of the Clifford
Report's recom mendations were included in the government's dan of action,

The LN.A. documents which have had the most visible reaction are those which
caincided with other pressures on the government to take action. Terry Pitt felt that
the government’s response to the taxation papers demonstrated the benefits of a
continuing programme of study. Tt may be that the timing of Professor Neild's paper
alone was sufficient (although that would do him an injustice), or that a continuing
programme increases the probability of the subject being topical at some stage. If
there is no public interest ar policy debate a publication alone will not be sufficient to
generate it,

Paliticians are making frequent announcements about the impartance of the private
sector although this has been little more than lip service so far. As the government
becomes mare aware of its limitations and needs, it should become increasingly eager
far dialogue,
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Chapter 4
PROPOSALS FOR THE FUTURE

The LN.A. caild do much warse than continue with the approach which i has followed
with such success during the past twelve years. Even without its substantial,
pervasive effect on policy, it has performed a majr task of education. The LN.A.
Council’s recent decision to pursue the same formula but to concentrate mare on
byman understanding and following up the research seems appropriate. Some
miggestions for implementing the decision are made below. They place a considerable
burden on the permanent staff of the LN.A. and make it vital that a suitable directar
i incumbert.

Channel of influence

There is no easy sdlution to the increasing isclation of moet pdliticians unless they
take the initiative. Short of direct contacts with receptive ministers themselves, the
best channel for the LN.A.'s influence would be through the public sexvants who
provide advice and implement policies.

While it serves the immediate purpose to aim as high up the chain of decision-makers
a8 possible, often it is mare junior officers who will be mare receptive. The influence
will filter through into palicy briefs and become mare pronaunced as the individuals
work their way up the chain. A long term view is quite appropriate in dealing with
economic development.

The LN.A. director should know the officers invalved in the pdlicy areas (there are
really very few people doing most of the wark). This applies particularly to yaunger
national officers. The LN.A. will not always be fartunate enough to have an avuncular
former professor from the university who is already acguainted with most of its
economics graduates. If the young expatriates had few avenues for gaining
experience, the young nationals may be in a worse position. The action officers for
relevant issues should be included on the mailing list for notices of seminars and
distribution of shorter publications.

The format

The LN.A.S two main avenues have been publication of discussion papers, working
papers and speech series pamphlets and public meetings and seminars, Brian Brogan
also provided opinions in the press on government initiatives {including the budget) and
participated in other public fora. This style is difficult to improve upon buk there are
some possible modifications.

The Discussion Papers are substantial undertakings and provide a valuable contribution
but are not always easily digestible. They entail considerable work and expense far
the permanent staff. In arder to maintain a manageable warkload and budget, i may
be useful to imit the discussion papers to perhaps two each year. It they have time,
anthors should be requested to summarise their findings and how those lead to the
 recommendations made, In other cases, the LN.A, director should prepare sach a
. simmary, to be written in terms comprehensible to the layman., Brdan Brogan's
forewards to the discussion papers were a big step in this direction and he was less
frone than his predecessars to exhibit the personal hiases which the LN.A. intended to

K
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A good summary coild be distributed independently of (and mare widely than) the
discussion papers themselves and could be abridged ar serialised for publication in the
press, Letters and opinions in the newspapers are extremely powerful influences an
paliticians in Papua New Guinea. A regular calumn by the LN.A. could be useful, It
could draw on topical comment by the directer, recent publications, or extracts from
past publications which have topical relevance. Few people still consult any but the
most recent publications, partly because they are nct aware aof them. Much good wark
has been buried or lost over the years, especially with a rapid staff turnover.

Future terms of reference should encourage authars to propose, if not definitive, at
least plausible, fairly detailed, remedial measures so that pdlicy-makers and advisors
have something tangible to consider. Overwarked bureaucrats frequently wish that
wark had been done or was being done on a particular issue, but have few resources to
devote to commissioning targeted studies. The LN.A. relieves some of the burden by
itself selecting topics of concern and undertaking the work. It can be most productive
if it vields something concrete.

LN.A. reports receive greater attention if they appear when the subject is topical.
The long lead times necessary for majpr auvthors and reports make it impossible to
time their puklication to coincide with public interest in a topic unless paklication can
be used as a catalyst to raise public concern. The business community does not have a
large popular base and will have to rely on devious tactics. Without encouraging
sensationalism, some of the awhos' most disturbing condusions, judiciously
presented, might be publicised in the media to arcuse puhblic awareness and provoke
action by the politicians, Howewer, this should not be used if it jpopardises the
L N.A.'s reputation for excellence and independence.

The Working Papers and Speech Series have been useful in providing short discourses
on topical problems. If possible, these should be publicised more widely than has been
the case. Publication in the media might be suitable in serialised or abridged form.

The public meetings have been most productive in enhancing awareness and
stimulating informed debate. Many junior cofficers attend such occasions and the
reaction is encouraging. Few young national officers have spoken in public and the
occasions may strike them as awesome, While the majr seminars should be
continued, especially to launch the discussion papers, they might be supplemented by
more frequent, less farmal occasions mare akin to workshops.

The speaker or moderator could be the LN.A. director ar a member of the business
community willing to devote some time. Papua New Guinea suffers a continuous
stream of missions and teams from international agencies, most of whom complain
that they rarely deal with national officers, They cauld be invited to speak to an
infarmal group, The audience could be drawn from government action officers and
junior managers. Workshops could be scheduled to follow each majr seminar to
thrash out the issues raised.

The Department of Finance and Planning recently initiated an economic palicy famum
comprising economists from within the government taking turns to present a topic, &t
is not known whether the forum is continuing but it may be a useful starting paint for
informal seminars by the LN.A. The meetings were very popular with janior action
officers,
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On a logistic point, many nationals would not attend a seminar outside working hours,
and many could nct attend during warking hours. Some overlap with the lunch break
might be a suitable time, A priority task for the LNA. might be to find a suitably
located, inexpensive meeting place and a scurce of cheap sandwiches. It is quite
pessible that a government office caild be used if an LN.A, contributar cannot donate
avenue,

Continued contact with the university would be essential., In addition to the usual
distribution of publications and invitations to seminars, the use of students & research
helpers could be considered. Visiting authars might be persuaded to address a class.

While the L.N.A.'s effarts should continue to centre arcund the majx research papers,
mare emphasis should be given to bringing the issues to the public's attention and
raising their awareness through the media. A two-pronged approach thraigh the
palicy advisars and through the pdliticians' constituents may encouwrage better
decision—m aking.

Subects for future wark

The LN.A.'s constituency covers all sectors of the business community and its
dective alddresses the entire policy framewark. If the wark programme is
constrained by time and budget, it would seem apmopriate to concentrate on the
broad issues which are not being addressed by sectaral interest groups or specialist
aencies in the government. Considerable wark is being done within line departments
and by consaltants on specific topics. What is lacking is the broader view of the
interactions in the economy.

Sectaral topics such as coastal shipping, fisheries and privatisation are the subjct of
many studies by many agencies and have little relevance to most parts of the business
community. With its past record of atfracting eminent authaors with extensive
experience, the LN.A. would serve a more useful role in studying the general topics of
broader interest.

Many of the LN.A. authors, during a relatively hrief acquaintance with Papua New
Guinea, have formulated their analysis and recom mendations within the context of the
Eight Aims and Nationajl_ Development Goals especially when other palicy objectives
are not clearly stated. Yet these national cbipctives are inconsistent in some
respects, and many government palicies and decisions do not promote their
achievement. A future major paper coald address the relevance of the dhiectives and
suggest packages of pdlicies or approaches which wauld promcte their achievement,
Prcblems may arise where the aims are internally inconsistent, and where it is cbvious
that present palicies conflict, Tt may be difficult to find an author with suitable
expertise, The nation has progressed and changed and it would be worth re—examining
its direction,

Clear themes emerged from the wok already done by the LN.A.  Pukllic
administration shartcomings and excessive government intervention were identified in
almost all papers. It would be useful to pursue these topics. The investment climate
neads a comprehensive review, The topics addressed by the Government Regulations
Advisory Committee (foreign investment, employment of non-citizens and land
administration) are still relevant, as well as town planning, environment and
conservation and other regulations which face all. investars. There is still a need to
hroaden the tax base and implemernt cther tax reforms.

1. The Eight Aims and five National Development Goals are listed in the appendices, -
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One issue of particular concern is the government's policy towards resource
depletion. Papua New Guinea is endowed with mineral and forestry resources which
represent a stock of non-renewakle assets. Yet the forests are being depleted with
little regard for future generations and the long-term stream of benefits, The
immediate need for revenue is forcing the government to hasten minerals
exploitation, Little thought has been given to the options and implications for long-
term management of the exchange rate and money supply if substantial revenue is
generated by gald and cil development, and to the repercussions on cther sectors of
the economy. As soon as the LN.A. timetable permits, a majx paper on national asset
management should be commissioned because it is the majpr factor influencing long-
term development of the economy.*

*Editar’s Note: In callaboration with the National Centre for Development Studies at
The Australian National University, the LN.A. has embarked on this task, far
completion in September 1989.
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APPENDIX A

BRIEF SUMMARIES OF LN.A. DISCUSSION PAPERS
NUMBERS1 - 28

NOTE: The simmaries attempt to captire the essence of the authors'
findings and arguments. Views expressed are those of the
authors ot the Discussion Papers. Any omissions or
misrepresentations are regretted.
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FOREIGN INVESTMENT POLICY
John Wylie
Discussion Paper No.1 : August 1977

Subjct and approach: Foreign investment pdlicy is evaluated from the premise that
such investment can be beneficial to Papua New Guinea, and recommendations are
made on how the policy can be developed and implemented to pu:omote desirable
invest ment.

Situation: Foreign capital flows in Papua New Guinea were favourable until
substantial disinvestment tock place in the years preceding Independence. About 40
per cent of imports and 65 per cent of exports are attributahle to foreign investment,
indicating a net foreign exchange gain. Mare than half of the profits earned by
companies in Papua New Guinea in the past ten years has been reinvested in the
country. Palicy towards foreign investment in extractive industries and agriculture
has been defined, but policy on manufacturing and service industries is yet to be
formulated.

Mapr asues: . foreign invest ment palicy
. Investment incentives
. pablic administration.
Major problems: . uncertainty in the investment climate

. lack of guidelines and aggressive perfarmance by NIDA
. lack of domestic capital and expertise,

Condusions and recommendations: Foreign investment has provided development
benefits to Papua New Guinea and permits a more rapid rate of development than is
possible with only domestic resources. A degree of government control is both
necessary and inevitable to ensure that resources are nct explaited. Papua New
Guinea has made progress towards defining its foreign investment policies and
establishing the mechanism for implementing them, but there is a need for reappraisal
and consclidation. Policy must be flexible to accommodate changing conditions but be
essentially stable. Tt must balance the national interest with maintaining an
attractive investment climate,

Papua New Guinea's sound economic management and foreign investment palicy help
improve the investment climate. A reduction of bureaucratic <bstacles and
improvement of safeguards for fareign investors are needed. Incentives incur direct
costs to the economy and are justifiable only if they generate offsetting benefits and
attract investment which would not have taken place otherwise. The most efficient
incentive is a direct subsidy. Any incentive shauld be limited to the early years of a
project, and should be granted only if it permits an unviable company to reach
profitable maturity. Care must be taken to ensure that incentives do not attract
* inefficient industries,
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In the absence of a definition of the national interest and dlarification of investment
guidelines, NIDA should develop a set of criteria by which investment proposals are
appraised. Exactment of concessions should not be excessive, and should be related to
the potential profitability of the investment. The benefits from insistence on national
equity participation are debatable because it rarely increases effective national
contral of the economy while depleting the domestic resaurces available for national

enterprises,

g The National Investment Prorities Schedule approach should be discarded and

! replaced with a listing of activities resetved for nationals and factual market data and

. feasibility studies for priarity activities. NIDA appraisal should be limited to large

- companies. Al functions relating to foreign investment should be consolidated within

i

ane agency to avaid duplication.

THE STRUCTURE AND ADEQUACY OF THE FINANCIAL
INSTITUTIONS IN PAPUA NEW GUINEA
Allan Brown
Discuasion Paper No. 2 : Felwuary 1978

Subect and approach: The effectiveness of the financial sector in Papua New Guinea
is evaluated based on a descriptive analysis of the financial institutions and a summary
of the government's monetary policy, combined with a survey of relevant agents.
Gaps in the financial sectar are identified and suggestions made for dealing with them.

Situation: The Bank of Papua New Guinea was established under the Central Banking
Act (1973} with the full range of central banking powers including contral of the
money supply, international reserves, the exchange rate and gald dealings. The Bank
requlates the commercial banking system. There are four commercial banks with
assets totalling about K350 million, of which deposits account for K280 million. The
gystem has substantial excess liquidity, The Papua New Guinea Development Bank
provides finance primarily to nationals far development projects.

Majr issues: . monetary palicy and the financial markets.

Majpr problems: . lack of long-term finance
. inadequate market for securities.

Condlusions and recom mendations: The commercial banks in Papua New Guinea have
excess liquidity at current interest rates, despite relatively low interest rates on
deposits, but largely in the form of short-term deposits. The level of deposits is
subect to seasonal. varations and cyclical fluctnations, making the banks reluctant to
lIend for longer terms. The longer term loans formerly available from the
Deve'lopment Bank have been crtailed by restrictions on lending to non-nationals.
The issue of Treaswry Bills to commercial banks is limited, and the government. has
been barrowing off-share despite surplus funds in the domestic system. There are
restrictions on off-shore investments by permanent residents and companies, and on
the off-share dealings of the commercial banks, Contral of liquidity through mtereat
rate manipulations has proved unpredictahle.
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Commercial banks' lending policies are perceived as conservative, particularly with
regard to security requirements and the loan term. Increasing the number of banks
operating in Papua New Guinea will increase competition and help alleviate the
situation, The availability of unsecured term deposits at attractive rates with the
finance companies is not widely known. The proposed new finance company shoald
consider addressing the unmet demand for longer term, higher value equipment
financing. The propasals to require insurance of local risks with Papua New Guinean
insirance companies and the requirement for insurance companies to place all
investments in Papua New Guinea will increase the partion of their income remaining
in the country and help increase the supply of longer term deposits.  Provided
adequate control can be retained by the central government, provincial governments
and statntory authorities should be permitted to raise medium-term debt from the
public. It is premature for establishment of a merchant bank ar stock exchange in
Papua New Guinea.

The Bank of Papua New Guinea should evaluate the possihility of allowing com mercial
banks to provide farward foreign exchange cover for imparts. The potential conflict
between the Investment Corporation's profitability and the provision of finance for
new development should be made explicit. Government contral of liquidity wauld be
increasad if part of the MRSF balance were held with the commercial banks, Savings
and loans societies should consider raising their interest rates on loans for purchase
and repair of motar vehicles, Greater branch autonomy within the com mercial banks
would reduce uncertainty and delays in barrowing.

PRICE SURVEILLANCE : A POLICY APPRAISAL
Pitt
Discussion Paper No. 3 : August 1979

Subjpct and appmoach: The government's proposals for revising prices pdlicy are
examined in the context of economic theory, the state of the Papua New Guinean
economy, the feasibility of implementing the proposals, and experience in other
countries, Suggestions are made for a mare effective pdlicy.

Situation: Papua New Guinea has experienced a relatively low trend of inflation at
about 5 per cent per year. The prices of some staple goods have fallen in the past
twelve months. Private capital investment appears to have recovered from its low
levels around Independence, but a large proportion is in the export sectars and returns
on investment have been low., Existing economic policy aims to achieve a modest
increase in real puhlic expenditure, income stabilisation, maintenance of a strong
currency, redistribution of income towards the rural secter, and salaction of fareign
investment to maximise domestic income and government revenue.

Majr issues: . prices palicy
. public administration
. investment climate.
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Najpr problems: . shortage of skilled manpower to implement proposed
surveillance
. fragile invest ment climate
. practical accounting problems entailed in the proposed
surveillance
. CPlis inadequate as a regulator.

Conclusions and recommendations: Papua New Guinea needs a prices palicy but has
not yet determined whether the country's inflation is caused by excessive margins and
profits (which could be addressed through taxation) ar by demand factors (which woald
need contral of the indexation effect of wages). The proposals for price surveillance
may be broadly sound but there is too much confusion between the elaments propased
and implementation would raise enarmous technical problems. Papua New Guinea
lacks the manpower resources to implement and administer such a widespread policy
and it would place onerous demands on accounting staff in the public and private
sectors. .

For macroeconomic palicy purposes, it would be more efficient to tackle the prices of
sirategically important items in the CPIL, concentrating bureaucratic powers and
resources on these icems, The recent revision to the CFI increases its relevance, but
the CPI remains inherently deficient as a regulatory toal for fixing wages. The CFI
should be revised at regular intervals, There should be more government emphasis on
training manpower to administer the palicy. Accounting guidelines should be prepared
to imit the areas for bureaucratic discretion in any price justification programme.

The present policy propasadls seem to shift the emphasis from controlling inflation
through prices towards contrdlling profitability. This would discaurage investment.,
The proposed Annhual Merchandising Return will not provide the information required
for price monitoring, The government should clarify its competition palicy. "Least-
cost-source” purchasing is not always good economic palicy. Impart parity pricing
requires further definition. Consumer education should be strengthened, preferably
through encouragement of an independent consumer organisation.

TAX POLICY IN PAPUA NEW GUINEA
Robext Neild
Discussion Paper No. 4 : January 1980

Subject and approach: Tax policy problems in Papua New Guinea are examined using
basic economic principles combined with statistical evidence to determine the
system's incidence and buoyancy, potential simplifications, applicability to the
informal sector, potential for suitable revenue increases and whether there are
salutions to fiscal federalism. _

Situation: Tax revenues rely heavily on expatriates although there has been a gradual
reduction in their numbers and a strong emphasis on develoging the informal sector
which remains largely untaxed. Some tax functions have been decentralised. The
ratio of puhblic expenditure to GDP is high (40 per cent) but the tax ratio is low.
Australian aid finances a large part of government expenditure, The majr gains in
revenue relative to GDP have come from sharp increases in personal income tax.
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Majr issues: . appropriateness of the fiscal system
. revenue generation potential
. fiscal cohesion between expenditure and taxation,

Majxr problems: . staffing of the tax authaorities
. difficulties in defining income and taxable units
. small tax base, heavy dependence on a declining number of
expatriates and growth of "untaxabls" mformalsector
. declining Australian aid
. unsuitable tax powers allocated to provinces,

Conchsions and recommendations: Available data are insufficient to determine the
incidence of the present tax system. The revenue generating potential of the system
could be offset by the declining number of expatriates and relative growth of the
informal sector, The direct tax system could be simplified by establishing the pay
period (fortnight} as the tax period, eliminating the need far most year-end returns,
combined with broader use of withhdding taxes. Reduced workload and increased
staffing at the Taxation Office are the most pressing needs. Progressive direct
taxation of the infarmal sectar depends on identifying taxable units, The use of
valuntary taxation with matching grants, or empowering provincial governments to
levy asset taxes would be productive.

Future revenue needs can best be met through expenditure taxes (although there wauld
be an impact on wage demands) and export taxes (although any potential disincentive
effect should be investigated). The financial provisions of the Organic Law should be
reviewed. A National Taxation Plan should be deve]oped and related to the National
Puhlic Expendn:ure Plan.

PROBLEMS OF TAX REFORM
Russall Mathews
Discussion Paper No. 5 : July 1980

Subjct and approach: General tax issues and the problems of tax reform in Papua
New Guinea are examined by drawing on the experience of other newly-independent
Pacific countries and Australia.

Situation: Income and profit taxes levied on the very small farmal sectar accounted
for 56 per cent of all tax revenue in 1976/77, but the ratio of total taxes to GDF is
low. Only a small portion of national income is levied in taxes. Declining Australian
aid and relative growth of the infarmal sector impeee pressure faor tax reform.

Majx ismes: . appropriateness of the tax system.
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Majpr prablems: . the Australian tax system is inappropriate for a developing
country
. excessive concearn with distribution and little emphasis on
growth
small tax base means that revenues do not rxise with
economic growth,

Conchisions and recommendations: In developing countries where income levels are

Iow the tax burden should be spread as widely as possible and rates should be set as
© low as possible., Distributional dcbjctives should be secondary to growth., A
. propartional personal income tax combined with proportional cash flow corporate

taxes would provide growth incentives, be easy to administer and promote more
: widespread use of withholding taxes. Export taxes and production taxes would be
; suitable methods of taxing the infarmal sectar, combined with user charges for
¢ sarvices. A broad-based consumption tax would be desirable but may be difficult to
administer,

LAND POLICY AND ECONOMIC DEVELOPMENT IN PAPUA NEW GUINEA
Jack Knetsch and Michadl Trehilcock
Discussion Paper No. 6 : Apxil 1981

Subject and approach: Examination of existing policies and practices leads to
proposed measures which might make land palicy mare effective in achieving national
development goals, bearing in mind the scarce administrative resources.

Situation: Papua New Guinea is well-endowed with Jand. Approximately 97 per cent
of the total land area is still held by customary owners; most of the remainder is
owned by the government. Government leases land to potential developers usually on
a 99-year lease. There is no written histary or record of land rights. Land occupies a
gpecial rale in Papua New Guinean society extending beyond its role as a factor of
production.

Majxr issues: . alienahility and security of land rights
. pahblic administration of land.
Majx problems: . scarcity of ad ministrative rescurces
. customary land cannct be used as codllateral for
development. finance

. pdlicies and practices restrict land availability
. land policies have unpredicted consegquences
. high cest of obtaining land.
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Condlusions and recommendations: Land policy in Papua New Guinea is sometimes in
contiict with development objectives. It is essential that customary land be mabilised
if development is to proceed. Serious land reform must come to terms with the
alienability of land and security of title. Greater use of land as a source of money
income increases the pressure for improved oppartunities to utilise land. The present
system of land tenure will collapse unless land policies are refarmed in the near
future,

The present restrictive palicies make it difficult to utilise customary land, provide a
disincentive to productive investment, condone inefficient land uses and create
artificial land shortages which greatly increase the cost of obtaining land. Lack of
secure title to land causes uncertainty which is costly and dismuptive, and is an
impediment to cbtaining development finance. A reformed policy should permit
limited direct dealings in customary land.

Full registration of title to all customary land is not essental, A binding
determination of interests could be provided by a decentralised system of mediation
and adjudication by building on the existing Local and District Land Court system.
The system could handle existing and prospective disputes and judge the fairness of
direct dealings with third partes. Decisions and proceedings should be more
farmalised than the present system. Government support far the system and
com mit ment to enforcing the decisions are essential.

In all cases it will be mare effective to establish basic guidelines and criteria to be
fallowed than for the central government to be involved in every transaction. This
applies particularly to transactions in leasehald land. Speculation and windfall gains
could be moderated by lease allocation on the basis of price or by a conversion tax on
transactions in land. Greater use should be made of the incentive effect of more open
dealings. Limited administrative capacity should be recognised both in customary land
dealings and in alienated land in a more rigorous ordering of government priorities
throughout the land law system.

Future policies must reflect this ordering and concentrate on moving a few crucial
margins in incremental ways rather than attempt pervasive but unattainable refarm.
A highly complex system confers advantages on the well-endowed and well-educated
and is unlikely to attract widespread social consensus and support because it will be
incomprehensible. Without such support it will not command the endwring public
allegiance necessary far dealing with such an emective issue.

ISSUESIN PAPUA NEW GUINEA FOREST POLICY
Alistair Fraser
Discussion Paper No. 7 : June 1981

Subject and approach: Evaluation of the forestry industry in Papua New Guinea
identifies some majpr defects in the existing apmoach and suggests better
management of the timber resource depletion.
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Situation: Papua New Guinea is one of the few countries which still has a sizeable
resource of tropical hardwoods, The commercial value is low due to species mix, poor
accessibility and transfer pricing. The industry contributed approximately K43 million
to GNP in 1979, a~counting for 3.2 per cent of the economy but only 1.2 per cent of
government revenue, Processing timber in Papua New Guinea has shown very poor

~ results. World prices for hardwood are forecast to rise but inaccessibility of the

resowrce will increase harvesting costs,

Mapr issues: . resource conservation and management for national
benefit
Papua New Guinean ownership and participation.

. Majr problems: . too rapid resource depletion reducing economic gains

. lack of reaffarestation or cther follow-up land use

. impossibility of verifying reparted low profitability

. excessive wastage and poar recovery of timber in local
processing
limited scope for expanding domestic processing capacity.

Condusions and recommendations: Forestry planning has focused on rate of harvest
and type of activity but the returns to the country have been low. Government
revenue from the sector only slightly exceeds the costs of administration. Benefits
have been consistently overestimated while the social and environmental costs have
‘heen underestimated. Actual yields over the past ten years should be compared with
anticipated yields. Operating surphs is lost from the economy due to inefficient
operation of some mills and transfer pricing.

Careful selection and investigation of operators is important. There are numercus
examples of operators ignoring their agreements with the government. Improving the
efficiency of existing operatars is likely to be mare beneficial than initiating further,
badly controlled projcts. Harvest costs in Papua New Guinea are high but prices
earmed are only about 60 per cent of those earned by cther countries, Since the
government is constrained by funds, log exports guideline prices should inchude a levy
for regeneration.

The potential demand for timber products in Asia will raise timber prices relative to
most other raw materials, Cwurrent harvesting is depleting the resource without
redacement and much of the timber is being used far pulp and chip. Areas being
developed are the most accessible. Access costs are higher in remote areas and will
exhaust the anticipated increase in prices.

Better export marketing and prices should be a high priarity. The potential future
value of resources requires attention, Substantial research and training in silviculture
and natural forest management are requ:red Areas suitable for timber plantations
should be logged and then planted for maximum production of high guality hardwood
timber. A pre—condition of licence could be a proper sarvey and inventory at the
cperator's expense.

Projects to date have been export orientated. If processing capacity is not expanded,
the high domestic price of timber will attract imports from New Zealand and Fij.
There could be a considerable market for housing units., The satisfaction of domestic
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demand for timber should be a high priority in forestry planning. Forestry could
contribute to energy self-sufficiency. There is a need for fuelwood plantations.

The Forest Industries Council should be broadened to include landowners, provincial
governments and smaller enterprises. If the government pursues a 25 per cent option,
it should engage some com mercial expertise to ensure an efficient operation, and far
the 25 per cent to be sdalected in advance from inventories, possibly identifying
selectad species.

PUBLIC FINANCE AND TAX REFORM
Raja Chelliah
Discussion Paper No. 8 : August 1981

SubPct and approach: A public seminar address suggesting principles foar an
appropriate taxation system based on economic theary and the experiences of other
countries,

Sitnation: Papua New Guinea has adopted a modified version of the Australian tax
system. The level of development in Papua New Guinea means that only a few taxable
units exist and contribute the bulk of the government's internal revenue. Excessive
taxation of a small segment of society encourages tax evasion and avoidance.

Mar issies: . tax policy.

Major problems: . inappropriate tax system for stage of development
. narrow tax base
. lack of incentives far savings and investment.

Conclusions and recom mendations: Taxation palicy is only part of the economic palicy
framewark and must be related to development palicy. The main objective of taxation
is to provide the public sectar with real resources without causing inflation and with
minimal distortion of the economy {efficiency). The tax burden must be distributed as
equitably as pessible and can be used to reduce economic inequalities {equity).

The objectives of equity and efficiency often conflict. The balance between them is a
palitical decision. A head tax is the most efficient form of taxation but also
extremely inequitahle because each individual is different but woauld be liable to the
same tax., The taxation options available are limited by administrative feasihility.
The best way to raise additional revenue is to develop the economy and capture a part
of the additional income through an elastic and hroad-based tax system. A developing
country with low per capita income and low rates of saving and invest ment needs a tax
system which stimulates saving and investment, -

A sales tax appears to have most potential for raising revenue in Papua New Guinea.
It shauld be imposed at the retail level if administratively poesible. The sales tax
should capture the market output of all sectors, including small-scale agriculture



- 44—

and be supglemented with a few excise duties. The highest marginal tax rate could be
reduced and the threshdd increased. The resulting loss in revenue could be recouped
gradually by non-indexation of income tax for a period of years, A credit or rebate
should be introduced for contributions to long-term savings schemes,

With a reduction of top marginal income tax rates, the company income tax could be
increased but dividend payments to residents could be grossed up to reflect company
income tax paid. Dividend income would then be liahle to personal income tax.
Dividend payments to non—residents would not be grossed-up. There will be little real
E' change from the present system, except that it provides a small incentive to residents
| to invest in shares if the company tax rate is higher than the personal income tax rate.

L A land tax should be levied once all land is surveyed and registered. Credits would be

| given for income tax paid. A flat mofessions tax could be levied on professions ané

f small businesses, These taxes would be suitable revenue sources for provincial

. .gvernments. Collections should be encauraged by a matching grant from the national
gwvernment, weighted inversely with per capita income in the province.

PUBLIC ENTERPRISES IN PAPUA NEW GUINEA
Michael Trebilcock
Discussion Paper No. 9 : August 1982

t Subjpct and approach: The conventional rationales far puklic enterprise are examine
f in comparison with the scale, pattern and performance of public direct investments ir
k Papua New Guinea in an attempt to deduce the government's policy attitude
f Suggestions are made for improving the perfarmance of puhlic enterprise toward:
k. achieving the government’s cbipctives,

¥ Sitnation: The national government hdlds a controlling interest in 28 of the 3
E companies in which it has a direct equity interest. Approximately 22,000 people are
E employed full-time in these enterprises. The annual capital and operatirx
| expenditures total about K440 million. The government hdlds an indirect contralling
k. interest in a further 23 companies thraugh the Development Bank and the Invest men
L. Carporation (both whdlly government-owned). Each provincial government contrals
f development corparation,

Majr issues: . public direct invest ment in commercial activity
. public enterprise as a palicy tocdl.

Majpr moblems: . lack of dear rationales and objctves for pullic

. pocr perfarmance, guidance and accountability
. commercial performance criteria are inapproprate.

Conclusions and recommendations: There are many puhlic enterprises in Papua Net
Guinea but the underlying rationale is not apparent, Without dearly stated objective
their perfarmance can be judged only in terms of profitability. The poar profit
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performance and the need for effective public accountability cannct be disputed.
Accepting these and attempting to contral them through excessive bureaucratic
domination is shart-sighted. In the long term, the government has no alternative but
to enhance institutional capabilities.

Requiring public enterprises to act as commercial entities denies the rationale far
their existence and would dictate the complete privatisation of almost all public
enterprise in Papua New Guinea. Where commercial objectives are overwhelming,
privatisation should be considered. The decision making process should be reformed so
that the cbiectives underlying a decision to invest are apparent and specified. They
should form the basis far a corporate plan which identifies targets against which
perfarmance can be assessed. There must be recognition of the distinct
responsibilities, roles and capabilities of managements, bireaucrats and politicians,

Excessive bureaucratic interference should be avoided. The commercial component of
boards should be boosted. Public accountability should be enhanced through regular
reporting to parfliament. Fach public enterprise should be sub’ject to pericdic
independent review,

FOREIGN TRADE POLICIES IN PAPUA NEW GUINEA

John Whalley
Discussion Paper No. 10 : December 1982

Subjct and approach: Economic princigles and the state of the economy are used to
evaluate trade pdlicies in Papua New Guinea, leading to recommendations far the
future direction of trade policy and comments on key issues relating to future policy
decisions, Each industry en’pying protection is examined.

Sination: Papua New Guinea is a small open economy with exports and imparts each
accounting for 45 to 50 per cent of GDP. The trade regime is liberal; orly a small
number of products are protected and there is a virtual absence of export promotion
schemes, A General Import Levy (GIL) at 3.5 per cent is imposed for revenue
purposes. Economic growth is stagnant or declining due to low com modity prices and
worldwide recession. Macroeconomic messures are developing from a large and
growing trade deficit. Pressures far protection and diversification are increasing.

Majpr issues: . trade and industrialisation palicy
. non~economic factars in decision-making.

Majr problems: .  trade deficit and slow economic growth despite liberal
trade pdlicy .
lack of clearly stated ind ialisation policy

mistaken understanding of trade principles

emphasis on diversification as an indicator of development
investment environment which encourages rent-seeking
behaviour

. Tadff Advisary Committee staffing and procedures.
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Conclusions and recommendations: Diversification is not a measure of development.
Protectonism leads to inefficiency and hinders growth. Increased growth from trade
reduces dependence on aid and ftoreign transfers. Gains from trade mean that
comparative advantage should underly all investment and policy decisions. Free
enterprise js better qualified than government to make such decisions.

An open econcmy will be better off than a closed one, and a small economy like Papua
New Guinea has nothing to gain from restricting trade. Internal policy-induced
distortion could justify p:otectlon, but only if it is relative and not economy-wide.
Eliminating distartions is preferahle to counteracting them with protection. The
infant industry, argument of potential externalities should not be confused with the
prablem of high start-up costs. The benefits from dumping shauld be allowed to
accrue to the economy. Export incentives are distertionary.

Mare infarmed debate is needed on trade policy options and priorities. Import
reglacement palicy is being discussed in a vacuum,. Tariffs generally are not effective
toals for income redistribution. Macroeconomic policies need to be examined both for
measures to reduce the trade deficit and for their distributional impacts. Devaluation
or floating the kina waild be preferable to import contrals or widespread protection.

If protection is accepted as a part of trade pdlicy, tariffs are prefarred over quotas
and other contrals. The Tariff Advisary Committee needs to be strengthened and
supparted with full-tH me staff to conduct in—-depth analyses.

URBAN HOUSING IN PAPUA NEW GUINEA
BenAmin Higgins & Vinod Kumar
Discussion Paper No. 11 : February 1983

Subjpct and approach: Extensive interviews and analysis of available material on
wban housing in Papua New Guinea provide the basis for describing the housing
prahlem and some suggested areas far improvement.,

Situation: Urban growth has been rapid in Papua New Guinea even though town size
remains small. The configuration of the economy encourages the growth of urban
areas where very few residents can afford satisfactory housing from their own
incomes and where the housing stock is not keeping pace with demand. Economic
growth has stagnated and even declined.

Major issues: . public and prvate sectaor practices of housing employees
. land pdlicy
. building industry development.

Majxr prablems: . inappropriate and inadequate housing supdy

. shortage of all resources for housing
. lack of prority given to housing and home ownership,
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Conclusions and recommendations: The housing problem in Papua New Guinea is not
yet severe by world standards but measures should be introduced in the near future to
prevent: further deterioration as urban growth continues. Slow economic growth
exacerbates the problems and limits the resources available to implement salutions.
The housing shortage arises from the lack of available land in urban areas, structural
problems in the construction industry, low urban incomes relative to house prces,
Iimited housing finance, and a lack of political will to address these prohlems.

Tt appears that expatriate housing will continue to be subsidised by employers in both
the public and private sectors. Unless practices change, the shartage of skilled
nationals means that employers will subsidise housing fior these mobile groups.
Neither employers nor employees appear inclined to invest in housing so there will be
a market for rental units. The evidence is that these are being sapplied but mainly at
the top end of the market with minimal government input to the provision of essential
sarvices and land.

The property market for other urban Papua New Guineans is feeble or non-existent.
Self-help is a main feature, and government involvement is again limited to essential
services and land. Direct dealings in customary land may accelerate development of a
housing market, particularly in provincial centres where there is ample availability of
local building materials provided they are nct prohibited by restrictive, developed-
country building regulations which have doubtful relevance. Increasing government
assistance to urban housing, particularly for low income groups, will exacerbate urban
migration,

PRIVATE SECTOR LOCALISATION AND ECONOMIC DEVELOPMENT
IN PAPUA NEW GUINEA
Chris Mackay
Discussicn Paper No. 12 : March 1983

Subject and approach: The progress made towards localisation in Papua New Guinea is
reviewed using the evidence provided by employment statistics, manpower estimates
and surveys. The factors which influence further localisation are discussed in the
context of economic palicy and development.

Situation: Expatriate employment has dedined substantially from its peak in the early
19708 to appraximately 15,000 which constitutes less than 10 per cent of farmal
employment in Papua New Guinea, Unskilled and semi-skilled positions, and the most
senior positions in the public sexrvice are localised. Expatriates predominate in senior
management and the professions, Approval of the Department of Labour and Industry
is required before an expatriate can be hired. Only 40 per cent of approved expatriate
positions have been filled.,

Major ismues: . growth versus redistribution
. education palicy and manpower development,
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Mapr prablems: . shortage of skilled, qualified and experienced nationals
. high national wages relative to productivity
. sabstantial wastage of training effort
excessive emphasis on transfers instead of creating new
employ ment
. costs incurred by existing localisation palicy.

Conclusions and recommendations: Localising all expatriate positions will provide jobs
for only a few nationals. Connotations of contral and the absence of dbvious
qualifications for senior management have increased pressures for localisation.
Overall the gprivate sector attitude towards localisation has been positive and
considerable resources are spent on training, but prematire localisation will impair
viability and be counterproductive. Many pesitions in senior management and in the
professions will not be localised for some years, due to shortages in education and
experience.

The quality of education in basic skills and vocational subjects needs improvement.,
The social system works against regular formal empioyment and trained people are
highly mobile. Lack of experience remains a majpr impediment and will be overcome
with Hime., Increasing numbers of graduates and slower growth of public service
employment will provide employers with a larger podl from which to chogse. The
surpius of schodl-leavers shauld be encouraged to pursue opportunities in rural areas.
The government should improve the road netwark to open up areas for cash cropping.
The present high wage structure requires reform.

There is a need far a coordinated public—private sector training programme,
Incentives for training should be mare flexible. The costs of training in Papua New
Guinea are high and training effart will be affected by economic circumstances.
Results of the recent increase in training effort will not be discernible far some years,

The success of the present policy of planned localisation will be impaired if economic
¢rcumstances deteriorate. Cost factors and the limited potential for further
Ibcalisation indicate that unforced localisation would be more apmropriate, combined
with provisions to stimulate training. Procedures for hiring expatriates shoild be
reformed,

THE ROLE OF THE PRIVATE SECTQORIN TEE ECONOMIC DEVELOPMENT
OF PAPUA NEW GUINEA
Michadl Trebilcock
Discussion Paper No. 13 : May 1983

Sabpct and approach: An historical review of Papua New Guinea's sconomic
pafarmance and a profile of the modern private sector is used to rebutt the neo—
Marxist critique and provide the basis for a set of economic priorities far the 1980s,
The paper includes the results of a postal survey of businesses and comments arising
from extensive interviews with senior businessmen and public officials,
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Sitnakion: Poor economic growth since 1970 has resulted in stagnant per capita
income. Government expenditures consume a large partion of GDP, and the public
sector accounts for one~third of all formal employment, The agricultire sector
provides most income-earning opportunities. Total formal employment had barely
increased over the decade. In-flows of foreign direct investment are dwindling;
domestic sources of capital are imited. Capital goods represent a declining share of
imparts. Macroeconomic policy performance has been strong; commitment to
democratic principies has been demonstrated.

Majr issues: . the rdes of the public and private sectars and their
relationship
. unemployment.
Majr problems: high labour costs and low productivity

availability of land for development purposes
availability of capital

the small size and fragmentation of domestic markets
the quality of public administration.

L R R

Condusions and recommendations: Labour and land are the mcst pressing constraints
to growth, Measures should be taken to slow the growth in wage rates through easing
exchange rate contral and intreducing piece rates and to improve productivity thraugh
education and training (pubilic and private sector cooperation). Investment incentives
should be based on job creation, and should not exclude the agricultire sectar, The
entire fiscal regime needs review.

Procedures in the Department of Lands should be refarmed and combined with
simplified procedures for making customary land availahle. Participatory
arrangements between the providers of land, capital and expertise should be
promoted, Public-private sector consultation is needed. NIDA should take a more
active rde in promoting fareign investment in well-defined projects. Institutional
financial reserves should be mobilised. Project negotiation should aim for greater
spillover effects from enclave developments. A better road netwark and improved
efficiency of coastal shipping would help linkages and reduce market fragmentation.

THE ECONOMICS AND REGULATION OF COASTAL SHIPPING
IN PAPUA NEW GUINEA
Sidney Gilman
Discismion Paper No. 14 : November 1983

Subjct and approach: Theeecmo:m‘cpen:‘fczsrmamc'eand1:sz=zgl‘t]at:c:n:y;:u:ﬂ.i.cyaree'va]J.lzzltracl‘i
by a systematic review of demand and supdy characteristics of the coastal shipping
industry in Papua New Guinea, leading to recommendations for the formulation of

palicies which will improve the efficiency of the sectar.
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Skuabion: Port Moresby, Lae, Rabaul and Kieta are the four main ports in coasting
trade, with a number of other ports which fit reasonably closely into a feeder route
pattern, Traffic shows no strong growth trend, althcugh year-to-year variations
exist, Traffic through the four main parts totalled 200,000 revenue tonnes in 1981 and
feeder trade was 150,000 revenue tonnes, Three companies serve the main port
trades, with several cthers operating specialised routes.

Majpr ssues: . government regulation and competition,
Majpr problems: . excessive and ineffective regulation

.  excess and inappropriate capacity

. high cost coastal shipping.

Concusions and recommendations: Many ships in the present fleet are rather small.
Container ships in operation are of intermediate desdgn and limited capacity relative
to gize and cost. The main-ports route is substantially overtonnaged. Freight rates
are high due to small ship size, poar cargo balance, high unit ccsts, overtonnaging,
inefficiencies and pert costs. The system of ship requlation has been successful in
rameving poor tonnage, but capacity licensing has not been effective. The total
traffic system is very small and will sustain only one o two operators.

The Minister for Transport has encarmous discretionary power and need not consult ar
heed the adviscry Coasting Trade Committee. Capacity licensing practices and the
pricing structure appear to have contributed to overtonnaging. There is no outline
glan for an efficient operating strategy. Any competitive moves within the system
are thwarted by the need for ministerial approval of every action. Greater efficiency
caild be achieved by formulating a system strategy, minimising ministerial
intervention, establishment of a conference of shipping lines and a shippers' council to
negotiate rates. Ministerial contral cauld be-reduced to powers to restrict entry, to
approve the system strategy, to ensure that coastal shipping is restricted to Papua
New Guinean companies, and to prevent monopolistic practices in a rationalised
industry.

Conventional/paliet operations have made considerahle progress and appear to have
demonstrated their viability. There is inareasing shipper demand for containerisation,
but capacity is limited. Gradual transition to medium sized, multi-purpose ships wauld
increase operating efficiency and reduce costs, but would mean that the entire service
could be provided with only three or four vessels, and at maost two operators.

In general, port facilities are adequate. Individual requirements argue for permitting
coastal shipping lines to operate independently in separate facilities, especially as
there is no requirement for bonding internal cargoes, Increasing containerisation will
increase the need for shared facilities, under the contral of the Harbours Board.
Stevedoring labouwr problems are emerging, especially in Part Moresby, and
contributing to the high cost of port charges. Pressure for further escalation of wages
and benefits should be resisted.
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THE ALLOCATION OF TAXING POWERS IN PAPUA NEW GUINEA
Richard Bird
Discussion Paper No. 15 : November 1983

Subect and approach: Inter-governmental fiscal relationships in Papua New Guinea
are evaluated using the first comprehensive data series on sources of provincial
revenue (Axline, JASER, 1984). The findings form the basis for recommendations to
make the system more efficient and flexible,

Situation: The provincial government system in Papua New Guinea was introduced in
haste with a financial framewark which was inflexible to the different situations of
different provinces. Between three and ten functions were transferred from the
national government, Provinces receive grants and shared revenues from the national
government and have power to impose retail sales taxes, land taxes, head taxes and
some licence fees. The basic grant reflects the 1976/77 government expenditure cn
the transferred functions,

The Minimum Unconditicnal Grant and deriviation grants are the largest sources of
provincial revenue. In 1980 virtually no taxes were collected by the provinces. Head
tax callections have declined dramatically. Few provincial government development
corparations generate revenue,

Majr issues: . federal allocation of fiscal powers and responsibilities
. regional equality.
Majr pohlems: . Gegradation of service provision ahility at all levels of
government.

provincial inequalities are perpetuated by the gystem

lack of management skills in many provincial governments
inappropriate tax powers at the provincial level

lack of national government support to provincial
governments

. decline of the local government system

. increasing urbanisation problems and uwrban-rural

disparities.

L I 1

Conclusions and recommendations: It is most likely that the provincial government
structure will continue to exist in substantially its present form, Failure to revise the
financial system will result in further degradation of service delivery. Vertical fiscal
imbalance is inevitable in a predominantly rural country; regional thorizontal)
imbalance shoald be addressed by differentiated arrangements between national and
Eovincial governments according to capacity., The aim of uniformity should be
abandoned as unrealistic and unnecessary.

The national government must reverse its recent tendency to withdraw support from
the provinces. A revised fiscal system should centre on basic grants intended to
ensure minimum service standards everywhere, recognising provinces' varying abilities
to perfarm the functions, The standards must be enfarced. The system should also
incorparate a stimulis or incentive to local effart, such as fees and charges to ensure
that expansion of urban infrastructure and services is largely self—financing.
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Provincial governments shauld not be given substantial new tax powers. The retail
sales tax is not an appropriate tax for Papua New Guinea. At mcst, it could be
collected by the national government and used to help finance the basic grants.
Provinces should retain their present revenue sources and be helped by the national
govarnment to explait them efficiently. It is mare important to tax the informal
sector, An effective land tax, particularly in urban areas, combined with a revised
form of personal taxation would be appropriate for provincial governments and would
help to tap the informal sector of the economy.

REPORT ONLAW AND ORDERIN PAPUA NEW GUINEA
William Clifford, Louise Morauta, Bary Staart
Discussion Paper No. 16 : September 1984

SubPct and apgroach: An extensive soclo-economic study into the causes and effects
of crime in Papua New Guinea including a survey of a broad spectrum of the
popualation leading to a cohesive programme of gradual but fundamental reform,

Situation: A survey of businesses (Trebilcock, LN.A. 1982) revealed that security was
the most important factar impeding investment in Papua New Guinea and imposed a
substantial cost on the private sectar. A number of serious crimes in Port Maresby
provoked a public outcery about law and order and demands for government action.
There is a widespread feeling that carruption in public office is rampant and has a
damaging influence on attitudes in society as a whale. Law and order is a compelling
social problem affecting people and businesses throaghout the country.

Summary reoommerﬂaﬁml The National Executive Council should commit itself to
a com munity-based law and order palicy, and direct relevant agencies to implement it
accardingly. Tt should establish a Law and Order Policy Development Unit to advise
on law and order pdlicy, develop an appropriate data base, com mission or undertake
research, publicise the government's law and order policy, and review government
expenditure on law and crder.

It is necessary to create a general climate to combat, prevent and punish carruption.
This will require strong leadership, high standards of personal probity, a climate
encouraging accountability of people in public office, and stiff penalties far those
found quilty. Resignation from office should not justify exemption from prosecution.
An anti-carruption unit should be created within the Ombudsman Commission to
monitor practices and initiate prosecutions. Appointments to the Commission should
be on terms and conditions which guarantee its impartiality and lack of fear of
retribution. The Commission and other regulatory agencies should be allocated
sufficient resources to maintain vigilance against corruption.

The Department of National Planning and Development should ensure that all majr
development projects include establishment of village courts. The National Statistical
Office should develop a system far coordinated law and order statistics, and conduct

. Because of its length, the full report was not reviewed and summarised. This
ummary is taken from LN.A. Warking Paper No. 3. The main issues and problems are
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victimisation studies as part of national censuses and the Urban Population Surveys.
The Institute of Applied Social and Economic Research (IASER) should establish a
criminalogical unit and conduct further studies on economic and social aspects of law
and order problems. The tertiary education institutions should introduce mare courses
on informal procedures far preventing and panishing crime, and on customary law,

Higher courts must be supportive of village and other lower-Jevel coarts. Better
support services are needed for all courts, Quasi-criminal and regulatary offences
shauld not be tried in the criminal courts. The jurisdictions of lower courts shauld be
increased, with greater resart to district courts which should be graded to the level of
presiding magistrate to reduce delays and improve consistency of sentencing. Better
pre~- and in-service training of jxdges and magistrates is needed. There shoald be mare
resort to mediation in all courts, Remuneration of judges, magistrates and village
court officials should be increased.

An expert committee should be appointed to make recommendations for simplifying
criminal proceedings, especially committals. The bail system must be simplified but
must guarantee that the accused subsequently appears in court. A warkable system
wauld invalve remand, with credit or compensation depending on the cutcome of the
case, and with arders restraining the movements of those released on bail. More
widespread use of pardon and parale wauld induce good behaviour in prisoners and help
reduce prison populations,

The mandatory minimum sentences should be repealed, especially for summary and
several minar criminal offences, or apply only to recidivists.

Legislated sentencing gquidelines are preferable. Courts should have discretion to
impose a range of sentences including community work orders, intermittent sentences,
restrictions on movements and other options (such as fines) which do not invalve
incarceration, Fine options should bear a reascnable relationship to sentence
periods. A two-year intensive pilot project on probation should be established in
Goroka to test its relevance and effectiveness in Papua New Guinea, Regular
conferences, seminars and workshops should be held to assist judges and magistrates
achieve consistency in sentencing and to improve the efficiency of the courts,

The Village Courts Secretariat should improve training and in-service programmes for
its staff and for court officials. Inspection and supervision of village courts needs to
be improved and their coverage extended to all rural areas. An urban village courts
programme shauld be established., The village Courts Act shauld be amended to
improve handling of tribal fighting, compensation and mediaton. Village courts'
performance shauld be improved through inspection and rationalisation, and increased
allowances to officials partly offset by introduction of user fees.

The Royal Papua New Guinea Constabulary should be a smaller, better trained and
mare specialised force placing greater emphasis on crime prevention than on arrests,
Clvmarsshaﬂdbeusedfcrarangeofunape@.absedtﬁhs andspecu.ahsedtaskssuchas
administration, forensic wark and training, Bailiff services and prisoner escorts shouid
be transferred to carrective officers. Prosaecutions shauld be undertaken by civilian
lawyers, para-legal staff or,least preferably, by properly trained police personnel.

Tenure of senior policy managemept positions should be for at least five years, and
longer for appointments to Com missioner and Deputy Com missioner. Increased
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remuneration should apply to skills and length of service, rather than depend on
omotion, and both pay and promotion should depend on successful completion of
training courses, Mare systematic training is needed for all levels. Police shouid try
to improve their relationships with the community. A system of identification would
assist in maintaining criminal records and combating corruption, but might be too
expensive to introduce. A pilot programme for employees might be considered.

Community work orders and probations are an essential featwre of corrections.
Community leaders and "personalities® should be used as prcbation officers rather than
resarting exclusively to experts, Local "lock-ups" should be used for minar
affenders. Adult hardened criminals should be held separately from cther categaries.
Corrective institution employees shauld have public service status and receive better
training. Numbers of staff should be increased. Work oppartunities for inmates should
be improved, and the funds should be retained by the prisons to finance improvements.

Provincial governments should improve their relationship and laison with village
courts, and increase their financial and logistical suppart. Some form of democratic
local government should be introduced in towns,

The private sectar should improve its knowledge of the village courts and increase its
we of the system. The survey of private sector costs related to crime prevention
shaald be repeated periodically.

INDUSTRIALISATION, GROWTH AND DEVELOPMENT IN PAPUA NEW GUINEA

Helen Bughes
Discssion Paper No. 17 : Octcber 1984

Subject and approach: Wide experience and analysis of the present situation in Papua
New Guinea are used to develop pelicy recommendations which will promate growth.

Situation: Economic growth is lagging behind population growth. Income distribution
8 skewed toward urban dwellers and 85 per cent of the population is in the subsistence
sector with very low cash incomes. GDP is low despite mineral earnings, aid in-flows
and the country's endow ment. of resources, Wage levels are high but skilled labour is
lacking at all levels. The economy is highly fragmented, Macroeconomic management
has been sound and successful and the country has a strong export base,

Majx jesues: . industrialisation and trade policies
.  sectoral palicies and the investment climate.
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Majr moblems: . structural problems (small fragmented markets, shortage

of gkills and capital, inadequate com munications)

. a high cost structire (wages, land, utilities, compliance
costs, ete.)

. uncertainty arising from indigenous traditions (land,
compensation}

. lack of infrastructure to promote rural development

. upward pressure on the currency

. lawlessness

. an economic environment favouring rent-seekers.

Conclusions and recommendations: A strategy of export-led growth generally has
been mare successful than import replacement and halds true particularly far Papua
New Guinea where the pre-conditions for an efficient manufacturing sector are not
satisfied, largely for structural reasons. Experience alsewhere has shown that
incentives to manufacturing cannot offset the negative effects of economy-wide
problems, More investment in infrastructure is needed to reduce business costs,
combined with a build-up of cash incomes in agriculture to increase the local market
and develop labour skills, Manufacturing cannct provide the number of Jobs necessary
to combat unemploy ment which is one of the main causes of lawlessness,

A rapid growth of manufacturing in Papua New Guinea would be very costly. Steady
growth is possible in areas where genuine import replacement or export. opportunitiss
exist, provided that pdlicy changes are made to improve labour productivity and
wages, infrastructure, education and training and access to land, and to move toward
realistic exchange rates. An export strategy based on raw material processing would
be highly promising.

Careful monitoring of the exchange rate must be maintained, perhaps leading to a
weakening of the carrency. Measures are needed to free up land for leasing to
businesses and for housing. A majpr institutional change in wage-setting is a pre-
requisite far increased employment in manufacturing; interim measures would include
youth wages, reduced penalty rates (overtime) and fringe benefits, and encoaragement.
of piece rates and bonus schemes. A vocational schoal system at the high schoal level
would help provide a better—mxrepared labour force; an interdm measure would be
accelerated full-time technical education planned in collaboration with existing
businesses, The terHary education system requires drastic overhaul. Measures to
reduce wages and improve edcuation will help reduce utility companies' costs but
competitive pricing will be needed to reduce monopalist price setting.

If a product is worth protecting it should receive assistance as a direct subsidy so that
consumer prices are not raised and to avaid the distarting effects of tariffs, Tax
halidays are less effective than accelerated depreciation (especially if linked to shift-
wark which utilises capital more effectively). Expart incentives (marginal cost
pricing, import tariff drawbacks, grants, etr.) cannot be particularly effective in
Papua New Guinea. Soundly-based export industries will not require assistance, and
the country is rich in resources and has potential markets.
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DESIGNING A TAX SYSTEM FOR PAPUA NEW GUINEA
David Callins
Discussion Paper No. 18 : May 1985

Subect and approach: The existing tax system in Papua New Guinea is reviewed in
réation to lkely future revenue needs, data availability and tax administration
capacity. Basic taxation principles permit recommendations for reform without
further delays until additional data ave callected.

Situation: Internal revenue accounts for only two-thirds of government revenue, with
the largest components being personal income tax and impart duties, The most
impartant revenue source, Australian aid, is programmed to decline. Reliance on
income-based taxes as a propartion of total revenue is low. Most income-based
revenue derives from a declining number of expatriates,

Majr issues: . appropriateness and effectiveness of existing fiscal regime
. internal revenue—generation potential,

Majxr problems: . small and dwindling tax base and declining budget sappart
aid
. large untaxed infarmal sectar which is difficult to tax
. scarcity of infarmation on the effects of tax refarm
. excessive concern with progressive taxation when
simplicity and revenue generation are mcve impartant fa
Papua New Guinea,

Conclusions and recommendations: A tax system should be based on a set of
consistent princigles which provide a politically acceptable balance of economic
efficiency, fairness, revenue generation, gimplicity and effectiveness as a tool of
fiscal palicy. The Australian model is inappropriate for Papua New Guinea because of
the large infaormal sectar.,

Delaying refarm will hinder development of an integrated tax strategy, especially if
increased revenue needs are met with pragmatic taxes.

Improvements in information will be Lmited. Tt is possible to extend the tax base and
rationalise the system without radical restructuring and without inducing uncertainty
about future tax palicy. Subsequentchangesstnﬂdberestrictedtorataandnot
extend to changes in the tax base.

Aﬂattaxratepa:mirstroadermeofwithhﬂﬁgtmceswtﬂchp:addethebes:
prospect for increased revenue. Asingle]jneartaxaboveacertajnthreshholdshaﬂd
be applied to all income earners. The threshhold and dependant rebates should be
regularly indexed for inflation. Company profits should be taxed at source without
discdmjmﬁmmﬂdiﬁdaﬂsstmﬂdbetmcedasmcomebyredpﬁmwwﬂ:hheldat
source.,

The indirect tax base should be as broad as possible. Flat rate unifarm taxes on
consumption (wbolesaletaxcoﬂectedatsmrce,exdsetaxesmdsomesewiceta:m),
exports and imports minimise unintended distortion and provide a potentially
subetantial revenue base. Export and producton taxes withheld by marketing
authorities could extend coverage of the infarmal sectar. Revenue tariffs should be
uniform and applied without exemptions.,
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PLANTATION AGRICULTURE IN PAPUA NEW GUINEA

Christopher Goldtharpe
Discussion Paper No. 19 : June 1985

Subject and approach: The characteristics of plantation agriculture in Papua New
Guinea are examined to determine the rale of the industry in the economy. Plantation
organisations and management structures are examined in detail and relative
efficiency assessed.

Sitnation: Most plantations in Papua New Guinea produce perennial tree crops for
expart. The agriculture sectar accounts for about one-third of market sector GDPand
about 40 per cent of export earnings. Many crops are in decline, and only coffee and
cil palm have grown consistently over the past decade. Smallhclders account foxr at
least half of the production of the majx crops. 0Oil palm is the only plantation sector
showing growth, and there has been negligible reglanting of other crops by
plantaticns, In 1983, plantation employment was 34,300 people after its peak of
45,000 in 1979. There are approximately 700 plantations in Papua New Guinea with an
average size of 171 hectares. Mogt are too small to support high calitre
management. As many as 200 plantations are abandoned. There are few large
estates.

Majr jesses: . efficiency of scale and specialisation
. land tenure and nationality of glantation ownership.

Majr probilems: . lack of explicit government suppart for gantations
. small haldings and poar management
. insecurity of tifle, impediments to rationalisation,

Condugions and recommendations: Plantations produce about 40 per cent of tree—crop
export earnings, have high levels of productivity, generate taxable income and provide
significant employment. The government's recognition of their importance to the
ecmomyhasbeenaﬂytadt,andshaﬂdbestrmgﬂxenedbyancﬁﬁdalpdicy
statement.

Larger plantations are more efficient than smaller haldings. The industry should
restruchare into larger units which can support better management to increase
international competitiveness. There has been some restructuring in coffee and
rubber, Restructure of cocoa and coconuts plantations has been impeded by the
Plantation Redistribution Scheme legidlation, which should be repealed to allow
transfer bet ween foreigners. Any sacrifice of national ownership will be only moderate
and temporary, and beneficial in the longer term when more viable properties can be
repatriated. There is a substantial amount of abandoned hectarage. DFI and the
commodityboarckduﬂdcaﬂuctasrveyandseekcmcmonalfuming for a
feasibility study for their rehabilitation.

Labour is a large cost item in plantations making man management an important
function. Estates should adopt a two~tier recruit ment policy. The lower tier would be

people with supervisory and man-management skills and the upper ter would have
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higher formal educational qualifications, preferably in agriculture, The prospects of
substantial promotion for the latter group should reduce present high turnover rates.
Until sufficient nationals of adequate calibre are available there should be continued
recruitment of expatriates. Managers should be recruited from the poal of tropical
agriculture expertise in Asia and Africa.

Al plantations should move towards recruitment of a stable, mare permanent labour
farce through the provision of modem, family housing and socisl amenities.

Fear of appropmiation under the Plantation Redistribution Scheme has led to the
decline of many plantations. Tree crops require secure, long-texm land title,
adequately covered by the prevailing 99-year usufructuary leases in Papua New
Guinea. E;dstingfreeholdsshwldbereplaoedbysmh]easeswhichammote
approgriate to the Melanesian system.

AGRICULTURE IN THE PAPUA NEW GUINEA ECONOMY

Barry Shaw
Discussion Paper No. 20 : June 1985

Subject and approach: The rale of agriculture in the Papua New Guinea economy is
amlysedusingeconomic;ﬁndplesandthebestoftheavaﬂableﬂeldwczk.

Sitpation: Subsistence is the largest componem:ofagricu]mreintheeconomybutthe
jack of information has resulted in underestimation of its impartance, The agri

sector accounts for more than 26 per cent of formal employment but the number of
jbs is growing only slowly. Rapid population growth and declining emgloyment in
other sectors mean that substantial numbers of educated people seek opportunities in
the smallhclder sectar. Subsistence is cloeely integrated with the monetary
economy. Farming systems are relatively efficient in terms of labowr input per unit of
mtp;thmmereiscmdderablescopefainu:easingmtpx(andhmcemoomes)
through straightfarward technalogical improvements,

Major issues: . agricultural palicy.

Majx problems: . lack of coherent sectaral palicy and palitical commitment
. inadequate research and extension
. increasing unemployment and urban poverty.

Condusions and recommendations: Agriculture will continue to be extremely
important in Papua New Guinea. The subsistence economy is robust and showing
considerable adaptahility. High retums to subsistence activity are the majx cause of
failure for govermment projects. Farmers have tended to reject these crops which do
nct provide a retum to effort comparable with subsistence,
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Direct government. assistance is needed only in areas of stress. Projct evaluation
should compare expected returns with returns from subsistence and cther activities,
mdproposa]sshaﬂdbea:bjectmﬁe]dtda]sandtestedfortheksensiﬁvﬁ:ym
varying levels of inputs. Government expenditure on research should be increased
considerably, made more productive and concentrate on productivity increases in
crops which have been adopted by farmers, Extension services should be revitalised
and should not be hiased towards medinm scale projcts because their potential for
absorbing increasing numbers of unemployed is limited.

There are strong links between subsistence and smallhclder cash cropping, with most
farmers engaged in both activities. The domestic food production system is
perfarming well. Statistical data are poar, but there are numercus indications that
marketed food production has increased considerably over the past decade, and that
imported food does not account for an increasing share of consumption, Shifts
towards higher protein content foods, both domestic and imports, are common to most
countries once incomes increase. Price indices show that the economy has gained
from concentration on expart crops while imparting some foods,

Rapid population growth and declining employment mean substantial growth in the
numbers of educated unemployed. Dedline in the plantation sector will result in an
unacceptable loss of jobs. Viable and responsive parts of the plantation industry
should be encouraged. Plantations do nct detract from smallholder development, all
activities suffer from high and rising urban wages and protection of inefficient impart
reglacement projects.

Standards of living can be increased orly if there are moves to contain population
growth combined with improvements in the smallhalder sectar. Improved pruning and
cleaning will greatly increase productivity. There is considerable scope for improving
processing standards which will generate substantial revenue. Few smallholder
improvements require loan finance, Interest rate subsidies do not make the difference
between viable and non—viable projects. Gradual devaluation of the kina would favour
rural areas.

Most importantly, the poor quality of statistics on all aspects of agriculture must be
improved if successful policies are to be formulated.

TRADE AKD TRADE POLICY ISSUES IN PAPUA NEW GUINEA
Peter Robson
Discussion Paper No. 21 : September 1985

Subject and approach: The main issues of trade pdlicy are identified by a review of
trade trends and prospects and the domestic and international trade regimes which
affect Papua New Guinea. The issues of protection, preferential trade agreements
and international marketing are discussed in depth,

Sitnation: Trade comprises a large share of GDP in Papua New Guinea. The trade
regime is generally liberal. Import controls have been used for protection in only a
fow (albeit substantial) cases. The General Import Levy (GIL) is imposed at 4 per cent
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ad valorem for revenue purposes. Export products and export and import markets are
highly concentrated, Between 1974 and 1983, foreign exchange earnings and grants
relative to imparts fell from 105 per cent to 77 per cent., Substantial trade deficits
have been incurred and foreign debt service has increased rapidly. Despite optimistic
projections that exports will increase more rapidly than imports in the next five years,
the current account will continue in deficit.

Majr issues: . trade and industrialisation palicy
. the impact of macroeconomic pdlicies on the terms of
trade,
Majr problems: balance of payments pressures and increasing debt service

distortions and imperfect competition in the real wordd

lack of consistent criteria far granting assistance
procediral problems and inadeguacies of the Tarff Advisory
Comnittee

. ambiguity and unintentional protection in the Tariff Code
which is designed primarily for revenue raising.

Conclusions and recommendations: Trade pelicy is an instrument of development
palicy. An element of protection in Papua New Guinea is inevitable far pdlitical and
social reasons and could be desirable to offset external distortions. The White Paper
on Industrial Development, the 1985 Budget and the Industrial Assistance Act (1985)
indicate government’s intention to promote industrial development more vigorously
and systematically.

A psitive trade palicy (intervention) should be systematic and cost effective and
formulated within a clear development strategy which identifies the sectars ar stages
of production to be promcted. Revenue and protective cbjectives need to be
separated. Unintended distertion can be avoided by aiming for uniform rates of
effective protection and impesition of countervailing production taxes if high rates of
duty are imposed on certain products far revenue reasons. A reactive element in
responding to requests for protection is defensible if consistent criteria are applied.
For small proects where financial and economic cost-benefit analysis is not possible,
contribution to local value—added should be assessed.

There is no medium-term prospect for significant diversification of Papua New
Guinea's exports. Many potential manufactured exports face restrictive markets;
rules of origin limit the benefit of preferential trade agreements. It is risky to
estaklish industries whose viability depends on preferential market access. Simple,
effective and wide—ranging drawback regulations would promote manufactured exports
but aggressive devaluation is not an appropriate mechanism,

Trade agreements with Australia and New Zealand have modestly improved the terms
of sale for primary products. Thexe is little benefit from extending preferential trade
links in the region on a reciprocal basis, Price distortions may exist in sectars where
fareign ownership predominates but the existing mechanisms are not adequate to deal
with them. Concern about bilateral trade balance is inappropriate but import sourcing
distartions need furthex investigation,
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INNOVATIONIN PAPUA NEW GUINEA AGRICULTURE
Frank Jarrett
Discuesion paper No. 23 : October 1985

Subiect and approach: A review of agricultural research and extension in Papua New
Guinea suggests ways to improve the sector's perfarmance through innovations, and to
facilitate innovation through the research and extension institutions,

Situation: Papua New Guinea is a small open economy with fragmented markets, The
ecmomy:s;tedommanﬂyagncuh:uralandacpm!sofcashcmgsaresgmﬁcant
There is a large subsistence component, but many farmers engage in informal cash
earning oppartunities. Only 10pe:centafthepop|ﬂaumxsmgagedmformal
employment, and about 85 per cent of the populaHon lives in rural villages.
Popu]atl.on growth is rapid. Thebalanceofpaymemsctn'entaccmnthesbeenm
deficit since 1980, Australian aid is declining, and the terms of trade have been
deteriorating since 1978.

Major jesnes: . agricultural research and extension
. rdative rales of government. and the private sectar.

Majr problems: . inadequate resources devoted to research, impeding
innovation
. inadequacy of extension services to disseminate innovations,

Conclusions and recommendations: Productivity in agriculture must be improved if
living standards are to increase with population growth, Increasing the production of
food and export crops requires innovation in production and post-harvest processes.
Scientific skills available in the country are insufficient and palicies limit the use of
foreign sources. The link between research and extension is pocar and suffers from the
three-tier delivery system, Extension service delivery is not meeting its ohiectives,

Public and private sector funding should reflect the distribution of the benefits. The
use of puhlic funds should be accountahle, relevant and subject to efficiency criteria.

Population pressure and malnutrition are localised problems. Small D FT-Health teams
should be used to deal with areas at risk, Village preferences shaild be an important
factor in determining research and extension prioritiss in farm systems. Farmers'
experiences should be used in developing an appropriate extension service,
Agricultural innovations should be targeted at increasing the productivity of women in
the village situation and help to provide them with a cash income. A maore scientific
base will be neaded if productivity i to increase rapidly.

The cbjective of extension should be clearly defined. The extension service must have
the flexihility to adapt to changing circumstances, The Extension Advisory Unit has
an impartant rdle in rebuilding links between national DPI and the provinces, and
between research and extension. n:caﬂdmemepumaryhealthcaresystemasa
model. The provincial governments should increase their commitment. Duty
statements should be revised and enforced.
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Recruitment of scientists for research is impeded by the inadequacy of salaries and
conditions offered. Greater use should be made by government and the universities of
non-budget aid from Australia and of secondments from overseas for training the
required podl of national scientists and technicians. Problems in recruiting adequately
qualified staff is impeding implementation of projcts designed to improve the quality
of research and extension. A change in the policy stance towarde the use of overseas
sources is needed.

Research on livestock should be reduced and smallholder livestock should be
integrated with agricultural research on farming systems. Maore resources should be
spent. on research into food staples such as taro. Overseas assistance should be used to
develop a methodology for determining research priorities. The majer industries
should play a large rale in research, with industry levies matched by government
contribution to ensure adequate representation of smallhclder interests.

THE LABOUR MARKET IN PAPUA NEW GUINEA :
A SURVEY AND ANALYSIS
Paul McGavin
Discuesion Paper No. 24 : September 1986

Subject and approach: A descriptive and analytical review of the dimensions and
issues of labour market palicy in Papua New Guinea is intended to paint the way to
growth-inducing changes in policies and practices concerning labour supply, wages,
mobility and training, Available data on the labour market are consalidated into a
comprehensive seriss to assist the evaluation.

Situation: Labour market statistics in Papua New Guinea are extremely poar and
inhibit rational decision-making by the government and the market sectar, Almost all
current growth in wage employment is attributable to plantation agriculthwe., Non-
citizen employment seems to have stabilised at about 6 per cent. About 10 per cent
of the population is participating in the labour force, and this percentage appears to
have been static since Independence. Unemployment figures indicate extensive
aspirations for wage employment. Surplus urban labowr indicates that urban minimum
wages are too high, but rural labour markets indicate that the rural wage is
appropriate, Both urban and rural wages have declined in real terms since 1980.

Majr issnes: . minimum wage setting
.  education, training and localisation palicies.

Major problems: . inadequate data for decision-making
. urban unemployment and urban drift
. excessive reliance on government and govesnment
intervention
. inadequate market sector input to education and training.
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Concdlsions and recommendations: A market wage reflects the price at which
workers are willing to offer their labour services and the value of those services to the
employer in terms of increased output. Administrative wage setting impedes the
opportunities for individuals to reach a mutnally beneficial agreement. Urban
unemployment indicates that the minimum urban wage is too high, and prevents less
productive warkers from finding employment. Rural labour markets indicate a
balance between supply and demand, due partly to free inter—provincial migration,
implying that the rural wage is appropriate.

The Minimum Wages Board serves a stabilising function and should be retained but
reduced in size and placing greater emphasis on the market’s ability to pay. Selective
categories of employment could be exempted from the minimum wage provisions in an
effort to generate employment. Wage indexation prevents the real wage from
adjusting to changing economic circumstances and should be abalished.

Emgloyers maintain inadequate data on labour deployment and costs, impeding
efficient operation of the market. Each employer should prepare an annual labour
budget, and submit the data to a Labour Information Committee which would liaise
with a Labour Informakion Desk which consclidates and puhlishes the data in a timely
manner. The Desk would arrange an annual independent expert review of the labour
market in Papua New Guinea.

Semi-skilled and skilled labour is extremely mchbile, and reduces the returns to
employers' training expenditures. The wage structure should be revised to permit
lower wages during training to encourage more on-job training, and bonding of trainees
should be permitted. Individuals are the greatest beneficiaries of basic skills
acquisition (undergraduate education) and should bear the costs. Many skills are
acquired most efficiently in the workplace, Firms should concentrate their effarts on
on=pb training, sponscrship of jb-related education, and some graduate education of
international standard.

MINERAL AND MINING POLICY IN PAPUA NEW GUINEA
Jobn Tilton, Jobn Millett, Richard Ward
Discussion Paper No. 25 : October 1986

Subjct and apgroach: The majr features of Papua New Guinea's minerals palicy are
highlighted and related to their underlying objectives. The implications of the
changing international sitnation are examined leading to proposals for amending the
existing pdlicy.

Sitnation: Papua New Guinea could benefit from recent interest in gald exploration
and mining, Published reserves show a wide spread of gdld, copper and silver deposits
throughout the country. The two existing developments at Panguna and Mt. Fuhilan
are very large-scale parphyry copper mines. International interest has moved away
from this style of mining, and copper prices are likely to remain low for some time,
Most present attention is focused on medium-scale gdd mines, such as Misima,
Pargera and Lihir. Mining palicy has evolved from negotiations with Baugainville
Copper Limited and Ok Tedi, and is not entirely appropriate to the evalving
internaticnal situation.
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Majr jsmes: .« government rale in mine development
. fscalregime.
NMajr problems: . excessive bureaucratic delays and uncertainty facing
explaration

excesgive govarnment invalvement in technical areas
high cost of mine development in Papua New Guinea
government equity haldings provide a conflict of interest
excessive ad hoc elaments which increase uncertainty.

Conclmions and recom mendations: Minerals palicy in Papua New Guinea has focused
correctly on maximising government revenue but some elements are inappropriate if
medium-scale gald mining is to be encouwraged. The rapid recovery of interest in
exploration indicates that the fiscal regime is ncot too onerous, but the trend may not
be stahle because activity is heavily concentrated in three firms and is a result of
present relatively high gad prices. The Additional Profits Tax generally is
advantageous to both the government and the company.

A government equity option at cost increases the burden on other investars which
must be offset in some way, such as reduced tax burden. The present system of
approving exploration licences is based on sound principles but requires considerable
skilled manpower and causes delays and uncertainties, There is no need for an on-site
hearing; explorers should be made responsible for obtaining landowners' approval.
Exploration reporting standands should be set.

Infrastructure requirements should be dlarified and should not exceed those necessary
for the mine unless the government finances any additional items. The required level
of environmental protection will be a pdlitical decision based on the trade—off with
government revenue. There is no clear policy distinction between the different scales
of mining operations. Orly very large mines should require negotiation. Other mines
ghould be covered by standard requlations and agreements, Small alluvial gdld miners
should not have to pay royalties, and gad dealing should be deregulated. Limiting
government's invclvement in the mineral sector to areas of greatest public interest
will help reduce the need for skilled manpower.

SOME KEY ISSUES FOR THE DEVELOPMENT OF THE ECONOMY
OF PAPUA NEW GUINEA
Brian Reddaway
Discussion Paper No, 26 : December 1986

Subjpct and approach: Some important issues are reviewed by drawing on extensive
experience, applied common sense and discussions, leading to recommendations for
enhancing the longterm economic development of Papua New Guinea,

Sitnation: Papua New Guinea is a lower middle-income developing country with rapid
population growth and a large proportion of the population engaged in agriculture,
The small size and fragmentation of the country preclude many farms of



-65 -

manufacturing. The proportion of imports to income is very high, enabled by
substantial exports and grant aid. The highly demccratic farm of government has
attractions but also coets and is characterised by inefficiency. The minimum wage is
very high, increasing costs of production and encouraging urban migration despite poar
employment prospects. The decline in Australian aid is likely to lead to balance of
payments problems.

Majpr issues: economic growth and efficiency i
puhlic administration and government. intervention
land policy and administrative procedures

m. -l i ]

agricultural policy.

I R T R )

Maje prohlems: rapid population growth

high wages and expectations

government: shartages of funds and skilled administrators

excessive government intervention in private enterprise

leading to widespread inefficiency and delays

. excessive focus on palicy changes rather than
implementation

. complicated system of lard tenure

. permanent declining trends in some commodity prices.

Conclisions and recommendations: The government has an impertant role to play but,
becameaffmﬂsmﬂsld]]sshcrtages,shmlﬂcaxﬁneﬂxdftoﬂmeﬁmﬁmwtﬁch
cannct be performed by the prvate secter. Efforts to improve policies are less
important in Papua New Guinea than a system for actually imglementing palicies. A
simple adminigtration system with effective monitaring yields better results than
daborate discretionary procedures which entail pricr approvals. There should be
eﬁﬁcﬂentguide]inesenahﬁngdelegaﬁmofdedsim—ma]dngmanlramhescf
administration. Puhblic servants should have an incentive to do good wark and should
be fired if incompetent.,

Extension services generally do not perfarm to expectations but some improvement
may result from current experiments with a "bottom up® approach which starts with
concrete projects at the village level. The coffee rust campaign, being a new
problem, has reguired a "top down" approach but the measres being taken seem
approgriate. The new Land Administration Improvement Programme shouli answer
some of the justifiable criticisms of the Lands Department. Delegation of authority
and circumscription of ministerial powers should speed up land dealings and prevent
carruption, Customary land could be developed by either valuntary or more
compulsary registration.

Development of minerab;rospa:ts'neasentialandcanbefacﬂimtedbyahelpfuland

ing attitude by government. The Mineral Resources Stabilisation Fund should
be extended to cover the entire sector and should be managed with regard to a long-
term view of budget prospects. Prospects for coffee and cocoa seem healthy but
prices for palm ail and copra may be in permanent decline. Long-term gplanning should
takeaccmntcfdlangesmthetrmdeofpm;bcﬁmratherﬂmntheprojacﬁms
themselves.,
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The uncompetitiveness of business in Papua New Guinea can be overcome only
g:aiuaﬂyandaﬂyﬂnmghthecondstertapﬂicaﬁonofacomﬂnaﬁmofpdides.
The economic development prospects are not unfavourable if Papua New Guinea can
attract new capital investment and make better use of existing resources by
concentrating on efficient implementaﬁmagcftaio]ida and an appropriate
complementarity between the public and private .

THE SPENDING AND TAXING BEHAVIOUR OF GOVERNMENTS OF
RESOURCE-RICH COUNTRIES : A STUDY OF PAPUA NEW GUINEA
A Li _
Discussion Paper No. 28 : Apxil 1987

Subjpct and approach: The government”s internal revenue collection and expenditures
for the period 1965-1984 are used to test the hypothesis that “abundant” foreign aid
and export earnings have promoted laxity in fiscal discipline. The evident past trends
armedtohmaprojecdasto ascertain whether their targets are likely to be
ac

Situation: Papua New Guinea is richly endowed with resources and enjoys a high level
of budget support aid from Australia which averages about one-third of the national
budget. Internal revenue depends mainly on the small farmal sectar. Few attempts
have been made to broaden the tax base. Public debt is a high propertion of GDP and
debt service consumes a large share of export earnings. Total government spending is
a high proportion of GDP.

. public expenditure discipline and management.

Majx problems: . small and dwindling tax base, poor results from fiscal
neasures
. large and wasteful puhlic expenditure
. dedirﬁngratecfsavi:@axﬂneglectcfcapitalq:mding
. hﬂgd:ta:ge!:stﬁghlydq;mdemtmra;ﬂdgrowtharﬂthe
mining sectar.

The availaile data and techniques did not demonstrate conclusively that abundant ald
and export earnings had encouraged fiscal laxity. Howevex, the high levels of pabtic
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expenditure, wastage and administrative inefficiency combined with low internal
revenue cdllections can be tolerated only if there is an abundance of revenue. Efforts
to increase revenue have not hroadened the tax base effectively. Internal revenue has
not kept pace with changes in the economic structure. The high risk in the revenue
gide of the present budget increases the need far a controlled and efficient
expenditure programme., The number and direction of management and other reforms
contained in the budget indicate government's recognition of the problem.
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Appendix B
DOMESTIC PRESSURES ON DEVELOPMENT IN PAPUA NEW GUINBA]‘
Brian Brogan
Working Paper No. 5 : Pelwuary 1986

Palicy trends since Independence and the prevailing policy environment are examined
to e:qilaﬁthepresentpreanesﬁordeve]opmerttmta]sothecaﬂxaints and potential
paoblems.

Papua New Guinea enpys many natural rescurce advantages and a tradition of
stability, Its sound and stable macroeconomic management enjpyed general praise
until recent criticisms about the neglect of sectoral strategies, T: is likely that the
macroeconomic policy designers had intended to provide a stable framework in which
sectmalsxategiescaﬂdbedeveloped,arﬂmtw;romdes:abﬂityasﬂaeaﬁy
dbjective. Growth was not emphasised because it seemed inevitable, not because
stability was seen as mare important,

The exchange rate ("hard kina") pdlicy essentially entails fiscal and monetary restraint
combined with wage-fixing and regular exchange rate adjust ments, The impartance of
the pdiicy hasbeenova‘-emphasisedbyitscdﬂcsandbyﬂ:ssupporters,bmithas
become viewed as a fixed package synonymous with discipline. The existence of such
an authoritative framewark stifled pdlicy debate in the late 1970s, causing advisars to
react within the policy and not examine whether it should be changed to reflect
changing circumstances,

This conservatism led pdliticians to become disenchanted and alienated from
bureaucrats and has coloured their attitides to advice. Initial close relations between
paliticians and bureaucrats began to break down in the late 1970s, There is a growing
element of valatility in policy-making.

The calonial administration, high levels of aid and borrowing have focused attention on
expenditure rather than net benefit, raising grassroots expectations of material
advancement which are a potential source of destabilisation. Clan loyalties and the
expectations of constitutents, and the high tumover at elections, mean that politicians
endeavour to maximise personal and pdlitical rebarns rather than embark on slower
programmes of improvement in the national interest,

The introduction of the Medium Term Development Strategy and five-year planning
indicated an end to the former palicy rigidity. The change in government in November
1985 has halted progress on the strateqy.

The law and crder situation, land administration and employment creation are among
the most serious issues now facing government, With low levels of growth it may be
necesarytomtrodmeapoplﬂaﬁonpdicyif]ivings:andarcbaretoimprove.
Government is now acknowledging that pablicly-funded programmes are inadequate
far addressing the problems of slow growth, Macroeconomic stability is no longer
receiving excessive emphasis.

1. Thepaperwas;reparedasbackgramdtoanaddremtothettﬁrteenth National

C_cmference of the Australian Institute of International Affairs in Melbourne,
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Despite intentions expressed since as early as 1982 to simplify the procedures and
encourage foreign investment, little has actually ocourred. The rising tide of
economic nationalism has led to increasing protectionism in manufacturing and rural
industries. Removing competition does not compensate for lack of capital and
entrepreneurial skills, The present urge to diversify the economy and import sources
is based on non-economic arguments, indicating that Papua New Guineans are willing
to farego some growth in the interests of nationalist aspirations.

Papua New Guineans are not opposed to change but extemmal and internal pressures for
rapid progress will prevent a gradual and sensible development path., Pressure for over
ambitions development impels gquick-fix solubons for what are often intractable
problems and leads to frequent changes of directdon, Coupled with weaknesses in the
bureaucracy, it is doubtful that a consistent long-term pdicy can be implemented let
alone receive continuing palitical support.
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Appendix C
LN.A. PUBLICATIONS BY SUBJECT
SUBJECTS IN ORDER OF FIRST APPEARANCE

(Necasaryandvaryinglagsbetweenj:ﬁtiaﬁonandpub]icaﬁon mean that this listing is
a possihle distortion of the actual sequence.) :

* Denotes publication of proceedings of pullic seminar,

FOREIGN INVESTMENT POLICY

* Foreign Investment Palicy,
John Wylie, August 1977, Discussion Paper

FINANCIAL INSTITUTIO NS

* The Structure and Adequacy of Financial Institutions in Papua New Guinea,
Allan Brown, January 1978, Discussion Paper
Derequlation and the Challenge to the Papua New Guinea Finance Sector,
Sir Noel Faley, August 1985, Speech Sexies

PRICES POLICY

Prices Pdlicy,
Barry Hdloway, August 1978, Speech Series,
Price Surveillance — An Accountant's Assessment.,
Reg Gynther, November 1978, Speech Series -
Price Surveillance — A Palicy Apgraisal,

Terry Pitt, August 1979 Discussion Paper

ECONOMIC POLICY FRAMEWORKIN PAPUA NEW GUINEA

PNG's Economic Pdlicy Framewark,

Mekere Morauta, February 1979, Speech Series

The PNG National Pulilic Expenditire Plan,

Charles Lepani, November 1979, Speech Series
mmmGtﬂneanMnyzmnme,mmmaﬁﬁe&
Michael Trehilcock, August 1982, Speech Seriss

Economic Pdlicy in 1986,

Brian Brogan, November 1985, Warking Paper

Some Key Ismes for the Development of the Economy of Papua New Guinea,
Brian Reddaway, December 1986, Discussion Paper

Domestic Pressures on Development in Papua New Guinea,

Brian Brogan, February 1986, Warking Paper

The Budget and the Papua New Guinea Economy,

Brian Brogan, January 1987, Working Paper

A Commentary on the 1988 Budget and its Underlying Strateqy,

John Millett, November 1987, Working Paper

Government: Expenditure in Papua New Guinea,

Conrad Blyth, June 1988, Discussion Paper
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LOCALISATION AND TRAINING

Localisation and Training in a Developing Country,

Lance Taudevin, April 1979, Speech Series

Prvate Sector Localisstion & Economic Development in Papua New Guinea,
Christopher Mackay, March 1983, Discussion Paper

PRIVATE SECTOR/GOVERNMENT RELATIONSHIPS

Corporate Responsibility,

Neil Chamberlain, April 1979, Speech Series

The Inportance of Good Govanmem:—nmmem Re]auons,

B. C. Rowe, July 1980, Speech Series

Bonoar in Profits,

E. 8. Owens, C.B.E., December 1981, Speech Series

The Rale of the Private Sector in the Economic Develnpment of Papua New
Guinea, Michaedl Trehilcock, May 1983, Discussion Paper

Govanment, Business and the Professions,

Michael Sharpe, September 1983, Speech Series

TAXATION

Finance and the Provinces,
Michael Manning, August 1979, Speech Series
Tax Palicy in Papua New Guinea,
Robert Neild, January 1980, Discussion Paper
Problems of Tax Reform,
Russell Mathews, July 1980, Discusgion Paper
* Puhlic Finance and Tax Reform,
R. J. Chelliah, August 1981, Discussion Paper
Retail Sales Taxes and the Provinces,
A. J. Regan, February 1982, Speech Series
The Allocation of Taxing Powers in Papua New Guinea,
Richard Bird, February 1984, Discussion Paper
Designing a Tax System for Papua New Guinea,
David Colling, May 1985, Discussion Paper
The Spending and Taxing Behaviour of Governments in Resource-Rich Countries
: A Study of Papua New Guinea,
David Lim, April 1987, Discussion Paper

INDUSTRIALISATION AND TRADE POLICY

Impoart Reglacement in Papua New Guinea,

Brian Brogan, July 1980, Speech Series

Fareign Trade Pdlicies in Papua New Guinea,

John Whalley, December 1982, Discussion Papet

The Narth-South Debate : Implications fir Pappa New Guinea and Other Small
Developing Countries, John Whalley, June 1982, Speech Sexries

Are Modern Industrial Techniques Applicable to a Developing Country?,

K. Brown, July 1983, Speech Series
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Industrialisation, Growth and Development in Papua New Guinea,
Helen Hughes, October 1984, Discussion Paper

Does Papua New Guinea Need a Trade Pdlicy?,

Peter Robsan, June 1985, Speech Series

Trade and Trade Pdlicy Iasues in Papua New Guinea,

Peter Raobson, September 1985, Discussion Paper

LAND POQLICY AND DEVELOPMENT

Land Pdlicy and Economic Development in Papua New Guinea,
Jack Knetsch and Michael Trebikrock, May 1981, Discussion Paper
* Proceedings of Public Seminar on Land Pdlicy and Economic Development in
Papna New Guinea, June 1981
Land Administration in Fij - Lessons fir Papua New Guinea,
T. L. Davey, July 1984, Speech Series

FOREST POLICY

Isues in Papua New Guinea Forest: Policy,

A. L Fraser, August 1981, Discussion Paper
Proceedings of Public Seminar on Issues in Papua New Guinea Farest Pdlicy,
February 1873

FISHERIES POLICY

Development and Management of Papua New Guinea's Marine Fish Resources,
Parzival Copes, May 1982, Speech Series

PUBLIC ENTERPRISE

Pullic Enterprises in Papua New Guinea,

Michael Trehilcock, August 1982, Discussion Paper

The Government a8 Entregrencur — Public Enberprises in Papua New Guinea,
Michael Trebilcock, April 1982, Speech Series

ENERGY PROSPECTS

The Energy Outlock for Developing Nations,
K. Gosper, August 1982, Speech Series

HOUSING

Urban Houpsing in Papua New Guinea, _
Benamin Higgins and Vinod Kumar, January 1983, Discussion Paper

* PmceedingscfpuﬂicSeninaronUrhanHaﬂngianmaHeanmea,
February 1984
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MINING AND MINERALS

The Warld Economy — and Prospects for the Development of PNG Mineral

Resources, D. C. Vernon, February 1983, Speech Series

Trends in Mineral Exploration and Development - Some Cauees and Effects with

SpeclalReEa'mcetn Gadld, L. Adie, November 1983, Speech Series

Mineral and Mining Palicy in Papua New Guinea,

John Tilkon, with John Millett & Richard Ward, October 1986, Discussion Paper
* The Developing Mineral Sector, Opportanities and Challenges, :

September 1987

Gold Price Farecasting : Com modity and Monetary Pexspectives,

G. Anders, December 1987

The Resources Sectcr and Balanced Economic Growth,

R. K. Gosper, March 1988

GOVERNMENT ECONOMIC POLICY STATEMENTS

Ecaonomic Pdlicy of the Third Somare Government,

P. Bouraga, March 1983, Speech Seriss

Economic Growth and the New Medium Term Planning Strategy,
P, Wingt, June 1984, Speech Series

A Better TORGITOW,

The Rt. Hon. Sir Julius Chan, K.B.E., March 1986, Speech Series

FOREIGN AFFAIRS

The Papua New Guinea/Australia Relationship,
R. Namaliu, March 1983, Speech Series

COASTAL SHIPFING

The Economics and Regulation of Coastal Shipping in Papua New Guinea,
Sidney Gilman, December 1983, Discussion Paper

PUBLIC SERVICE MANAGEMENT

Matching the Puliic Service to Papua New Guinea's Needs and Resources,
A. M, Siagura, May 1984, Speech Series

LAW AND ORDER

The Law and Order Pruject,
william Clifford, Bugust 1984, Speech Series
Law and Order in Papua New Guinea, Volumes 1 and 2
W. Clifford, L. Morauta, B. Stuart, September 1984, Discussion Paper
Coardinated Planning : A Prerequisite fior Law and Order,
Barry Stuart, May 1985, Warking Paper
* Development in Law and Order 1985,
Institute of National Affairs, November 1985, Working Paper
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POPULATION AND EMPLOY MENT

The Development. of Small Businens in the Pacific - Prohlems and Salutions”,

D. Burrowes, May 1983, Speech Series

Population and Economic Development in Papua New Guinea,

Brian Brogan, May 1985, Working Paper '

The African Experience with Youth Employment Programmes and the Problem
of Youth Employment.,

Tan Livingstone, July 1986, Speech Series

The Pacific Hand Labor Markets,

Richard Blandy, August 1986, Speech Series

The Labour Market in Papua New Guinea : A Survey and Analysis,

P. A. McGavin, September 1986, Discussion Paper

Profeasional. and Skills Earnings in Papua New Guinea : 1986 Market Sector
Survey Data,

P. A. McGavin and R. A, Gill, Apeil 1987, Waorking Paper

Dexvalopment of Small Papua New Guinean Enterprises

G. Meredith, August 1987, Discussion Paper

AGRICULTURE

Why Papua New Guinea Needs Plantations,
C. G. Galdtharpe, April 1985, Speech Series
Flantation Agriculure in Papua New Guines,
C. G. Gdldtharpe, June 1985, Discussion Paper
Agriculture in the Papua New Guinea Economy,
Barry Shaw, June 1985, Discussion Paper
TInnovabion in Papua New Guinea Agriculbire,
Frank Jarrett, October 1985, Discussion Paper
* Issues in Agricultural Policy
Octcber 1985
* Commodity Price Stabilisation in Papua New Guinea - A Work-in-Progress
Seminar,
Eds. B, Brogan, J. Remenyi, January 1987, Discussion Paper

HEALTH POLICY

¥==ues in Health Pdlicy in Papua New Gumea,
K. Clezy and D. Wohlfahrt, July 1986, Working Papex

TQURISM

* Role of Tourism in Development,
July 1987, Discussion Paper

NATURAL DISASTER MANAGEMENT

The Impact of Volcanic Hazands at Rabaul, Papua New Guinea
Russell Blong and Calin Aislahie, April 1988, Discussion Paper
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MEDIA

Devalopment and the Media, Proceedings of LN.A. Seminar
Fehruary 1988

SUNDRY

The Rdle of the Volunteer in Eoonomic Development,
Frank Judd, June 1980, Speech Series

African Edocation in Zimbabwe,

D. M. K. Sagonda, March 1983, Speech Series

Some Thoughts on Current Global Economic Problems,
H. Peter Gray, October 1987, Warking Paper
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Appendix D
LN.A. PUBLICATIONS BY YEAR

* Denotes publication reviewed for the present study

1977 Discussion Papers

* Foreign Invest ment: Palicy, John Wylie

1978 Discussion Papers

* The Structire and Adequacy of Financial Institutions in Papua New Guinea,
ATllan Brown

5

Prices Pcimy Barry Hdlloway
Price Surveillance — An Accountant's Asscssment, Reg Gynther

1979 Discussion Papers

* Price Surveillance — A Palicy Appraisal, Tery Pitt

Speech Series

PNG's Economic Pdlicy Framewark, Mekere Marauta
Localisation and Training in a Developing Country, Lance Taudevin
Coarporate Requh.'l:l:y Neil Chamberlain

Finance and the Provinoces, Michael Manning

The PNG Rabional Pulilic Expenditure Plan, Charles Lepani

1980 Discussion Papers

* Tax Palicy in Papua New Guinea, Robert Neild
* Prohlems of Tax Refiorm, Russell Mathews

Speech Series

The Rale of the Valmteer in Economic Development, Frank Judd
The Importance of Good Govermnment-Business Relations, B. C. Rowe
Import Replacement in Papua New Guinea, Brian Brogan
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1981 Discussion Papers

* Land Policy and Economic Development in Papua New Guinea,
Jack Knetsch and Michael Trebilcock
Prmeedm@cfpnﬂmSemmaronIanchhcyandEcamm Development in
Papua New Guinea

* Tasues in Papua New Guinea Forest Pdlicy, A. L Fraser

* Public Finance and Tax Refiorm, R. J. Chelliah

Speech i
Honour in Profits, E. S. Owens, C.B.E.

1982 Discussion Papers
* Public Enterprises in Papua New Guinea, Michael Trebilcock
* Foreign Trade Pdlicies in Papua New Guinea, John Whalley

Speech Series

Retail Sales Taxes and the Provinces, 3. J. Regan

The Government as Entrepreneur — Public Enterprises in Papua New Guinea,
Michael Trebilcock

Development & Management of Papua New Guinea's Marine Fish Resoarces,
Parzival Copes

The North-South Debate : Implications for Papua New Guinea and Other Small
Dewveloping Countries, John Whalley ,
ThePapuaNewGuineanchomy:pafa'nmce,PmapeasandPﬁmiﬁes,
Michael Trebilcock

The Energy Outlock for Developing Nations, K. Gosper

1983 Discussion Papers

* Urban Housing in Papua New Guinea,
Benjamin Higgins and Vinod Kumar
Proceedings of Public Seminar on Issues in Papua New Guinea Forest Pdlicy,

* Pﬁ.ﬂteSed:crnmﬁaﬁm&EcmomicDevelopmmtinPapmﬂethﬁnea,
Christopher Mackay

* The Rde of the Private Sector in the Economic Development of Papua New
Guinea, Michael Trebilcock

* lheEcmonicsandRegtﬂaﬁmchcutal&ipﬁnginPapnNewGuinea,
Sidney Gilman

Speech Sexes

The Warld Economy — and Prospects for the Development of PNG Mineral
Resources, D, C. Vanon

African BEducation in Zimbabwe, D. M. K, Sagonda

The Papua New Guinea/Australia Relationship, R. Namaliu

Economic Pdlicy of the Third Somare Govemment, P. Bouraga
lheDevdop-entcmeaIleineBinthePaciﬁc-th]ensandsdxﬁaB,

D. Burrowes
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Are Modern Industrial Techniques Apglicable to a Developing Country?,

K. Brown

Government, Business and the Professions, Michael Sharpe

Trends in Mineral Exploration and Development - Some Causes and Effects with
Special Reference to Gald, L. Adie

1984 Discussion Papers

* The Allocation of Taxing Powers in Papua New Guinea,
Richard Bird
* Law and Order in Papna New Guinea, Valumes 1 and 2
W. Clifford, L. Morauta, B, Stuart
* Industrialisation, Growth and Development in Papua New Guinea,
Helen Hughes
Proceedings of Public Seminar on Urban Housing in Papua New Guiner

Speech Series

HatdnngtheputilicSezviceto Papua New Guinea's Needs and Resources,
A. M. Siaguru

Economic Growth and the New Medium Term Flanning Strategy, P. Wingtd
Land Administration in Fij — Lessons for Papua New Guinea, T. L. Davey
The Law and Order Project, William Clifford

1985 Discussion Papers

Designing a Tax System for Papua New Guinea, David Ccllins
Plantatdon Agrculture in Papua New Guinea, C. G. Goldtharpe
Agriculture in the Papua New Guinea Economy, Barry Shaw
Trade and Trade Pdlicy Issues in Papua New Guinea, Peter Robson
Innovation in Papua New Guinea Agriculture, Frank Jarrett
Issues in Agriculhiral Pdlicy, Proceedings of 1.N.A, Seminar

Speech Series

Why Papua New Guinea Needs Plantations, C. G. Goldtharpe

Does Papua New Guinea Need a Trade Palicy?, Peter Robson
Deregulation and the Challenge to the Papua New Guinea Finance Sectex,
Sir Noel Faley

* % ¥ ® W

Working Papers

Cooxdinated Planning : A Prevequisite for Law and Order, Barry Stuart

Population and Ecanomic Development in Papua New Guinea, Brian Brogan
* Deve'lop-e'ltm Law and Order 1985, Institute of National Affairs

Economic Palicy in 1986, Brian Brogan
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1986 Discussion Papers

* TheIalantllad:etinPapmNewGuinea:Avaeyandl\mlysis,
P. A. McGavin -

* Mineral and Mining Pdlicy in Papua New Guinea,
John Tilton, with John Millett and Richard Ward

* Some Key Issues fir the Development of the Economy of Papua New Guinea,
Bran Reddaway

Speech Series

A Bettexr Tomaryow, The Rt. Hon, Sir Julive Chan, K.B.E.

The African Experience with Youth Employment Programmes and the Problem
of Youth Employment, Ian Livingstone

The Pacific Tdand Labour Markets, Richard Blandy

Working Papers

* Domestic Pressures cn Development in Papua New Guinea, Brian Brogan
James in Health Pdlicy in Papua New Guinea, K. Clezy and D. Wohlfatet

1987 Discussion Papers

Commodity Price Stahilisation in Papua New Guinea - A Work-in-Progress
Seminar, Eds. B. Brogan, J. Remenyi

* TheSpexﬂingandTaxingBebavimrchova'nmem:sin Resource-Rich Countries
: A Study of Papua New Guinea, David Lim
The Rde of Tomism in Development, Proceadings of LN.A. Seminar
Development of Small Papua New Guinean Enterprdses, Geoffrey Meredith
The Developing Mineral Sector, Opportunities and Challenges, Proceedings of
LN.A. Seminar

Working Papers

The Budget and the Papua New Guinea Economy, Brian Brogan
Professional and Skills Barnings in Papua New Guinea : 1986 Market Sector
Survey Data, P. A. McGavin and R. A, Gill

Some Thoughts on Current Global Economic Problems, H. Peter Gray

A Commentary on the 1988 Budget and its Underlying Strategy, John Millett
Gdld Price Forecasting : Com modity and Monetary Perspectives, G. Anders

1988 Discussion Papers

Development and the Media, Proceedings of LN.A, Seminar
The Impact of Valcanic Hazards at Rabaul, Papua New Guinea,
Russell Blong and Calin Aislabie

Government Expenditure in Papua New Guinea, Conrad Biyth

Series
The Rescurces Sector and Balanced Roonomic Growth, R. K. Gosper
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Appeadix E
PAPUA NEW GUINEA'S EIGHT AIMS

A rapid increase in the proportion of the economy under the contrdl of Papua
New Guinean individuals and groups and in the proportion of personal and
property income that goes to Papua New Guineans. )

Mare equal distribution of economic benefits, including movements towards
equalisation of incomes among people and towards equalisation of services
among different areas of the country.

Decentralisation of economic activity, glanning and government spending,
with emphasis on agricultural development, village industry, better internal
trade and more spending channelled to local and area bodies.

An emphasis on small scale artisan, service and business activity, relying
where possible on typically Papua New Guinean forms of business activity.

A more selfreliant economy, less dependent for its needs on imparted goods
and services and better able to meet the needs of its people throagh local

production.

An increasing capacity for meeting government spending needs from locally
raised revenue.

A rapid increase in the equal and active participation of women in all forms
of eccnomic and social activity.

Government contral and involvement in those sectars of the economy where
control is necessary to achieve the desixed kind of development.
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Appendix F
CORSTITUTION OF PAPUA NEW GUINEA - NATIONAL GOALS

Integral human development : ensuring that everyone has
freedom for seif-development.

Equality and participation : equality of opportunities for all
citizens to participate in and benefit from development.,

National sovereignty and self-reliance : political and economic
self-reliance and independence.

Natural resources and environment : the nation's natural
resources to be conserved and used for collective benefit and
t0 be replenished far futire generations.

Papua New Guinean ways : the achievement of development
using Papua New Guinean social, political and economic
organisations.
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LIST OF I.N.A.

A.C L New Guinea Containers Pty. Litd.
Andersons Foodland Pty. Ltd.
ANZ Banking Group (PNG) Ltd.

Agricultural & Resources Management

Services Pty. Ltd,

Alexander Stenhcuse (PNG) Pty, Ltd.
Alliance Training Assoc, Lid.
Arawa Enterprises Ltd.

Arc Titan Pty. Ltd.

Arman Larmer Swveys
Armco (PNG) Pty, Ltd.

Asian Development Bank
Associated Mills Ltd.
Balance Pty. Litd.

Bain Clarkson

Bank of Papua New Guinea
Bank of South Pacific Ltd,
Bougainville Copper Limited

Bougainville Development Corporation Lid,

Bougainville Farest Enterprises Pty. Lid.
BP (Papua New Guinea) Pty. Ltd.
Broken Hill Propretry Co. Ltd.
Bums Philp (PNG) Ltd.

Cameron, McNamara, Kramer & Partners
W. R. Carpenter (PNG) Ltd.

C.LG. New Guinea Pty. Ltd.
Calgate-Palmolive PNG Pty, Ltd.
Com monwealth Development Carp.
Collins & Leahy Pty. Ltd.

Coopers & Lybrand

C.R.A. Minerals (PNG) Pty. Ltd.
City Resources (PNG) Inc.

Delgitte Haskins + Sells

Duniop (PNG) Pty. Ltd.

Dylup Investment Corparation Litd.
Frame Harvey & West

Gadens

Gabriel Achun Bottling Co, Pty.Ltd.
G.R.E, Pacific Insurance Pty. Ltd.
Hardsons & Crosfield (PNG) Lid.
Harcros Trading (PNG) Litd.
Hastings Deering (Pacific) Ltd.
Hebamo Pty. Ltd.

Higaturu Oil Palms Pty. Ltd.
Highland Associates Pty. Ltd.
Hamibrook Constructions Pty. Ltd.
LC.I Papua New Guinea Pty. Ltd.
Insurance Underwriters' Assoc, of PNG
Invest ment Carparation of PNG
Johnston's Pharmacies Pty. Ltd,
Kapiara Plantations Pty. Ltd.

Kina Gillbanks & Co.

Kina Securities

KKB Limited

KPMG Peat Marwick

CONTRIBUTORS

Lae City Autharity

John Lysaght (PNG) Pty. Lid.

Mohil 0il New Guinea Ltd.

Monier (PNG) Ltd.

Morgan Equipment Pty. Ltd.

Morobe Bakery Pty. Litd.

Morcbe Pharmacies Pty. Ltd.
Melanesian Soap Products Pty. Ltd.
National Capital District
Interim Commission

New Britain Palm Qil Development Ltd.
New Guinea Australia Line Pty. Ltd
New Guinea Island Produce Co.,

New Guinea Plantations Ltd.

Niugini Insurance Corparation,
Niugini Mining Limited,

Niugini Table Birds Pty. Ltd.

New Guinea Marine Products Pty. Ltd.
New Guinea Industries Pty. Ltd.
Narth Solomons Capital Authority
Ove Arup & Partners Pacific Pty,Ltd.
W. & R. Parer Pty. Ltd,

FPlacer (PNG) Pty. Limited

Planters Association of PNG

PNG Institute of Architects

PNG Banking Carporation

Port Sexrvices PNG Pty. Ltd.

Post & Telecommunication Carporaticn
Price Waterhouse & Co.

H, V. Quinton

Rabtrad Niugini Pty. Ltd.

Ramu Sugar Limited,

Reckitt & Colman (PNG) Pty. Ltd,
Remington (PNG}) Pty. Ltd.

Renison Gdldfields Consalidated Ltd.
Resowrces & Investment Finance Litd.
Rice Industries Pty. Ltd.

Rothmans of Pall Mall (PNG) Pty, Ltd.
Shell (Papua New Guinea) Pty, Ltd.
South Pacific Brewery Ltd.

Southern Pacific Insurance Co. (PNG) Ltd.
Steamships Trading Company Ltd,
Stockmans Agencies Pty. Ltd.
Touche Rass & Co,

Travelodge Hotel

United Bakeries Ltd.

Vunapope

Wahgi Mek Plantations Pty. Ltd.
Wamp Nga Group of Companies
Warner Shand Wilson Donigi Reiner
Westpac Bank PNG Limited

W. D. & H.0. Wills (PNG) Ltd.
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I.N.A.

COUNCIL MEMBERS

PRESIDENT

Mr. J. Tauvasa
General Manager -

. Shell (PNG) Pty. Ltd.
PORT MORESBY

SECRETARY & TREASURER

Mr. J. Millett
Principal :
Balance Pty. Ltd.
POGRT MORESBY

COUNCILLORS
Mr. N. Beangke Mr. A. Hilton )
Executive Manager Partner

Credit Corporation (PNG) Ltd.
PORT MORESBY

Mr. R. Brandt

General Manager

Morgan Equipment Pty. Ltd.
ARAWA

Mr. J. Colman
Director

Coltra Pty. Ltd.
MT. HAGEN

Mr. C. Evansan

General Manager - Business Analysis
Bougainville Copper Ltd.

PANGUNA

Mr. R. Gillbanks, M.B.E.
Managing Director

New Guinea Plantations Ltd.
RABAUL .

Coopers & Lybrand
PORT MORESBY

Mr. J. Jacobsen
Managing Director
Morobe Bakery Pty. Ltd.
LAE

Mr. D. Manoa, M.B.E.
General Manager

PNG Electricity Commission
PORT MORESBY

Mr. W. McLellan

Managing Director
Steamships Trading Co. Ltd.
PORT MORESBY

Ms. M. Taylor
Collins & Leahy
GOROKA

Mr. John Millett
Director of Research
Institute of National Affairs
P.0O. Box 1530
PORT MORESBY

Honorary Auditor
Mr. R. Roach
Coopers & Lybrand,
PORT MORESBY

Honorary Accountant
Mr., L. Callaghan
KPMG Peat Marwick
PORT MQRESBY






