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Some Upfront Qualifications..
•

The views, opinions, comments and ideas propagated represent my view as
private citizen and concerned Papua New Guinean. It does not represent
views of the Government or any institutions in Papua New Guinea.

•

This is not about Political Correctness or Political Patronizing but it is about
the nobility of truth and reality.

•

It is about knowledge and awareness – for being informed is being
forearmed.

•

This is a conversation about finding solutions.

•

I am not a professed expert in national development theory or development
economics, but I bring a wealth of knowledge and experience accumulated
over 35 years in the public & private sectors and in service as a diplomat. I
also bring intellectual capital, proactive leadership, common sense approach
and passion.

Grappling with Development Theory.. and its’
relevance to Papua New Guinea
• How do countries develop?
• If we can understand how development occurs,
strategies can be adopted to help countries to develop.

Grappling with Development Theory..and
its’ relevance to Papua New Guinea
Stage 5 – High Mass Consumption
Consumer oriented, durable goods flourish, service
sector becomes dominant.

Stage 4– Drive to Maturity
Diversification, innovation, less reliance on imports,
investments.
Stage 3 – Take Off
Industrialization, growing investments, regional
growth, political change.

Stage 2 – Transitional Stage
Specialization, surplus, infrastructure.
Stage 1 – Traditional Society
Subsistence, barter & agriculture

Grappling with Development Theory..and
its’ relevance to Papua New Guinea
The most important point is that development is an identifiable
process of change with similar features and patterns.
 But, these patterns can also vary among countries. Key point.
Why do they vary?
( Due to institutions, and human capital, and nature of
government). Each country has unique conditions and attributes.
 It assumes there are “correct” mix of economic growth that will
generate sustained growth….


Grappling with Development Theory..and
its’ relevance to Papua New Guinea
• So where is Papua New Guinea placed? With a large base of large scale
extractive sector, Papua New Guinea’s development can fit into the mix of
Stages 1,2 and 3.
• But rather than attempt to place Papua New Guinea in the various stages, a
theoretical conjecture at most, I think it is prudent to look at the Present State
of the Nation with particular emphasis on the ECONOMY.

What is the present state of the Economy of Papua New
Guinea?
• PNG has a dual economy – Heavily dependent on Extractive and Resource
sectors. Buttressed by agriculture, retail, services etc. and a relatively small
manufacturing base.
• The mining sector is the main contributor to the country’s GDP. This sector
(“Other industry” including mining and petroleum and LNG) accounted for
37.8% of GDP (1999), while employing a far smaller proportion of the
population (3% in 1990). This pattern has continued in recent years.
• It accounted for over three-fourths of merchandise exports (2000).
Agriculture, which consists mainly of traditional export crops coffee, copra
and cocoa, accounted for 29.6% of GDP and 23% of employment in 1990.
Services and manufacturing respectively accounted for 24.4% and 8.3% of
GDP (62% and 12% of employment respectively in 1990).

What is the present state of the Economy of Papua New
Guinea?
• The extractive sector in PNG is characterized by foreign ownership and capital
intensiveness, and it exports its entire output. The sector accounts for most
private investment. In 1997, mining and petroleum represented around 80% of
foreign ownership in PNG and continues to be the case.

• Rapid growth and expansion is mainly in the extractive sector.
• Growth in other sectors are influenced and spurned by growth in the extractive
sector and prices of commodities.

What is the present state of the Economy of Papua New
Guinea?
• Papua New Guinea has had over ten (10) years of positive economic growth, but did
not effectively leveraged this to diversify the economic base, especially in diversifying
from the risky overdependence on the extractive sector by developing and growing
sustainable sectors of the economy.
• This risk became more pronounced in 2015 with the unforseen and unprecedented
drop in oil prices from over US$90.00 per barrel to US$40.00 per barrel because of its
closer correlation with LNG prices and depressed global demand also adversely
affected LNG prices.
• The 2016 budget premise and assumptions based on higher commodity prices is no
longer valid and financially prudent. This has carried through to 2017. This exposed
PNG to this vulnerability of over-dependence on the extractive sector resulting in a
larger than projected fiscal deficit and compounded and worsened by large
borrowing against future income.

What is the Economic Challenge?
• Current and successive Governments of Papua New Guinea have struggled to
sustainably grow the economy and it seem we are no closer to achieving this
goal. Economic governance, management and oversight is wedged in
bureaucratic ineptitude, political indecision and lack of clear vision.
• The Politicians and many bureaucrats, out of ignorance or complacency are still
entombed in the antiquated regime that they cannot raise their head to see the
obvious. Perhaps it is too hard.

Where are we as a Nation – the VERDICT?
• We Have Over The Years By Default Through Missteps, Misalignment, Through
Political Convenience & Missteps, Adhoc Policies, Inaptitude, Corruption,
Maladministration, Complacency, Lack Of Foresight And Wisdom, Lack Of
Prudence & Stewardship … Have Lost The Plot …. Squandered Our God Given
Opportunity.

• WE HAVE DUG OURSELVES INTO SELF-LIMITING GROWTH PATTERNS, A DEEP PIT
WITH NO ROOM TO GROW.. DIMINISHED HOPE and we need to find ways to dig
ourselves out….because if we continue the way we are we will degenerate into a
NATION OF POVERTY, MISERY and HOPELESSNESS and suffer the indignity of
another failed state.

Where are we as a Nation – a MATTER OF URGENCY?
• It is now an URGENT Imperative. Papua New Guinea cannot continue this way!

WARNING: These defective growth patterns need to be better understood
and corrected before we experience catastrophic collapses threatening
prosperity everywhere.
• It must mitigate the risk of over reliance on the extractive sector and diversify to
include sustainable sectors such as fisheries, forestry, tourism, manufacturing and
the still under and undeveloped agriculture sector.
• This is an opportunity to unlock and harness the full economic value of Papua New
Guinea’s abundant raw resource potential.

Some Possible Solutions and Which Development MODEL?
FREE MARKET APPROACH..


There are three variations or approaches:



1. Free Markets, 2. Public-Choice or New Political
Economy, 3. Market-friendly Approach. These are all
challenges to the Statist Models of the 1950s-70’s.

Some Possible Solutions and Which Development Model?
THE FREE MARKET APPROACH….


Assumes markets are efficient. Competition is effective. The state
or Government intervention is ineffective.



Given the efficiency of markets, any imperfections in markets are
of little significance..

Some Possible Solutions and Which Development Model?

Public-Choice or New Political Economy Approach






Argues that governments can not solve economic problems, since
the state itself is dominated by politicians, bureaucrats, that use
power for selfish ends.
State officials extract “rents”, taking bribes, and confiscate or
nationalize property, and reduce freedom of citizens. Therefore, it is
best to minimize the role of governments.
Big corporations also suffer from similar problems but market and
public policy disciplines them.

Some Possible Solutions and Which Development Model?

The Market-friendly Approach


This is the most recent variant of Neo-Classical Theory. It is an
approach used by World Bank & IMF economists.



This approach recognizes market imperfections, missing
markets, and externalities. Therefore, there is a need for
government role in areas such as providing public goods,
developing market supporting institutions or rules, and
defining and protecting property rights.



The state or the government has a necessary role of being an
“impartial” referee in the economic game.

Some Possible Solutions and Which Development Model?

RECOMMEND use of Public-Choice or New
Political Economy Approach combined with the tool
of Strategic Economic Framework.

Strategic National Economic Development Framework
Where is
Papua New Guinea
at Now?

What will Papua
New Guinea do
to get there?

Where is Papua New
Guinea Going?

How is it performing today?
What is its present state of
the economy and?
How does it compete?
What is its competitive
advantage?
Who is its competitors?
What are its strengths and
weaknesses?

What are the critical
things it must do in order
to get there?
What is the primary
purpose and reason for
existence?
How will it organize itself
to achieve its goals -

What is its Vision? Development
of a mental picture of where it
wants to go and what it wants to
be in future?
What are its Goals?
Where will it compete?
Which state of the nation does it
want to be ?
What will be its competitive
advantage and key points of
differentiation?

TODAY

WHO?
WHAT?
WHEN?

YEARLY: Annual
Plans & Budget.

TIME LINE
12/8/2016

LONG TERM: Vision 5-10 yrs.

WHY ECONOMIC DEVELOPMENT PLAN?

… GETTING THE PRIORITIES RIGHT
….GETTING THE ALIGNMENT RIGHT
….A MORE STRUCTURED AND DISCIPLINED FRAMEWORK.
….ENHANCES PROSPECTS FOR ALL INCLUSIVE SUSTAINABLE
DEVELOPMENT.

PUTTING THE HORSE BEFORE THE CART…
IMPLANTING PILLARS or CORNERSTONE FOR DIVERSIFYING AND
GROWING THE ECONOMY and ensuring that it is sustained.
This involves a paradigm shift in the governance, policy, and
institutional culture and administration of economic diversification
and growth. This calls for a centralized coordination, vetting,
management and oversight of foreign direct investments and
domestic reinvestment.
This policy framework should have an overarching Economic Policy
supplemented by Fiscal Policy, Tax Policy, Trade and Investment
Policy and Monetary Policy.

The Review recommends the following templates for
Economic Policy, Fiscal Policy and Tax Policy.

OVERARCHING ECONOMIC POLICY
ECONOMIC GROWTH AND EXPANSION TO DERISKS OVER DEPENDENCE ON
UNSUSTAINABLE EXTRACTIVE SECTOR BY DIVERSIFYING ECONOMIC BASE TO
SUSTAINABLE SECTORS OF THE ECONOMY.

FISCAL POLICY
ECONOMIC GROWTH -

STIMULATE, SUPPORT AND PROMOTE
SUSTAINABLE ECONOMIC GROWTH.
TAX REGIME INTEGRITY - FOCUS ON INTEGRITY AND ENSURE
THE TAX SYSTEM IS ROBUST AND
REFRESHED REGULARLY TO ENSURE
CONSISTENCY, AND OPTIMUM AND
SUSTAINABLE REVENUE GENERATION.
BALANCED BUDGET MAINTAIN A BALANCED BUDGET AND
ADHERE TO FISCAL RESPONSIBILITY
LAWS.
PRUDENT GOVERNMENT
EXPENDITURE FOCUS GOVERNMENT EXPENDITURE
ON DELIVERING ESSENTIAL GOODS
AND SERVICES.

TAX POLICY
PROMOTE SUSTAINABLE ECONOMIC GROWTH AND PROMOTE SOCIAL
OJECTIVES.
BUILD A BROAD REVENUE BASE.
ENSURE A BALANCED MIX BETWEEN TAXING OF INCOME, CONSUMPTION
AND CAPITAL.
MAINTAIN A COMPETITIVE TAX STRUCTURE TO ATTRACT INVESTMENT
ANDTO ATTRACT INVESTMENT AND CAPITAL.

HOW THE WORLD SEES US & SOME FORM OF
VINDICATION?

I was criticized at some
level within the Republican
Party by those who say
Government should not be
in the economic
development business at
all. My response is that the
only country I know that
doesn’t have an economic
development plan is Papua
New Guinea..
JON HUNTSMAN JR, American
Republican Politician.

CLOSING REMARKS
•

CROSS ROADS – THE 2017 ELECTIONS WILL MAKE OR
BREAK PAPUA NEW GUINEA.

•

GEOPOLITICAL IMPLICATIONS FOR AUSTRALIA.

•

THANK YOU. GOD BLESS & A MERRY CHRISTMAS AND A
PROSPEROUS NEW YEAR IN 2017. MAY GOD BLESS
AUSTRALIA AND PAPUA NEW GUINEA.

