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Foreword

On 16th September 1975 Papua New Guinea (PNG) took a big
step in entering into an unknown territory as an independent
sovereign nation. Transition of a people of many languages
and cultures to a global economy within three decades is in
itself an achievement and testimony of the resilience of the
people of PNG.

PNG has progressed and is now at the crossroad of economic
R, ; development. The next 20 years will be most crucial.
Therefore, what matters now is not what we would have liked being done but what we
must be able to do together as a nation. The people of PNG rightfully expect a policy
that has the courage to change the future, and the strength to change and transform

things. | challenge Papua New Guineans to stop spending time thinking about what is

not possible. Instead, let us ask ourselves what each of us can contrib ute to make
things possible in the future ahead. Together we can shape our destiny and that of our

future generation.

Many challenges lie ahead for our young and vibrant democratic nation. And these
challenges are increasing domestically, regionally and g lobally. At the same time the
opportunities that lie ahead also look brighter for our country to achieve sustained

growth and economic development in the next 10 -20 years. However, these
opportunities and the challenges that face us cannot be harnessed and appropriately
addressed in future without a long term strategic action plan to guide our
development pathways. Having reali sed this scenario, the Government under my
leadership directed the Department of National Planning & Monitoring as the
mandated cent ral planning agency of the nation in early 2008 to undertake
formulation of a 20 -year long term development blueprint for the country, the Papua
New Guinea Development Strategic Plan , 2010 -2030 (PNGDSP).

This PNGDSP document now for the first time attempts to translate the dreams of the
founding fathers as contained in the directive principles of our National Constitution

into workable plans. At the same time it maps

Papua New Guinea Vision 2050 fora sdtssout uhs brdad
framework, targets, and strategies to achieve the vision of the Government . The
PNGDSP is designed to quadruple the national income which should give all Papua
New Guineans an improved quality of life by exploiting the available opp ortunities and
enable them to become key players in the overall socioeconomic development of this
country. It is designed to strategically inform and guide Papua New Guineans in all

walks of life to engage in the development process of our country.

We have, for far too long, been swindling on the back of rhetoric and ad -hoc decision
making processes which do not reflect Government policy objectives. These in turn

reflect badly on PNG6s devel opment goals and

vii

bebd

p |



population with minimal or no economic options to become key players in the socio
economic advancement of our country. The PNGDSP is also designed to change this
practice.

| am proud to say that the PNGDSP 201 0-2030 is a fully homegrown document taking
into account concerns and aspirations of the Government, non -Government, private
sector and most importantly the people of this nation. | take this opportunity to ask

every Papua New Guinean importantly to take full ownership of this important
development strat egy which will guide the continued progress of our nation in the next

20 years. lItis yours , Em bilong Yu , Oi Emu.

%MLM ' >

Rt. Honourable Grand Chief Sir Michael T. Somare, GCL, GCMG, CH, CF, KStJ
Prime Minister

Independent State of Papua New Guinea
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Remarks

Papua New Gui neads ( PNG) curre
Development Strategy (MTDS) 2005 -2010 expires at the

end of 2010. As such the Government has again, under the

| eader ship of our nationds f oun
Minister Grand Chief Sir Michael Somare , directed my

Ministry and Department in 2008 to undertake formulation

of a development strategic plan

L Hence, the Papua New Guinea Development Strategic Plan ,

201 0-2030 (PNGDSP) document is the final outcome of this important direction from

the National Executi ve Council . 't i s a testimony of
and commitment towards improving the livelihoods of the people of PNG. It reflects the
determination of the government 0 ucratic kystemsgon e s s
come up wit h a comprehensive long -r ange pl an t o direct t he
development. Failing to plan is a recipe for failing and PNG must avoid this at all cost .

| commend the Department of National Planning & Monitoring and all other

Government departments and ag encies, churches and civil society organi  sations,

private sector, international friends and development partners, and the wider

community throughout PNG for responding positively in the formulation of this

important strategy of our country. Individuals dir ectly or indirectly involved in putting

together the PNGDSP document must also be commended for their commitment and

effortt. The PNGDSP wi | | now provide t he strategic gu
development aspirations in the next 20 -years.

At a time when o ur country enters a critical phase of its development progress after
three decades as a sovereign nation, the PNGDSP is critical in charting us forward.
Taking stock of our past mistakes, meaningfully gaining the rewards out of the
opportunities ahead, and  taking new approaches to the development process in view of

rapid globali sation are central to the strategy that the PNGDSP document tries to
pronounce.
All Papua New Guineans should work together towards reali sing the vision and

objectives spelled out in  the PNGDSP. Letds take pride and owner
central players to the development process of our nation as we continue to move
forward.



Thank you and God bless Papua New Guinea.

&

Hon. Paul Tiensten, LLM, MP

Minister for National Planning & District Development



Introducin g the Papua New Guinea Development Strategic Plan, 2010 -2030

Not so long ago, Papua New Guinea witnessed the launching of
the Papua New Guinea Vision 2050 which describes a day in
the future where the welfare of every Papua New Guineans will
be well looked after.

The challenge is to achieve this Vision within 40 years, by
2050. It is a tough call, but a call nonetheless and this call
should bring all P apua New Guineans together, both present
and future, to contribute to the development of their country
and to do greater things in the years ahead.

| call on the public service at the national and sub -national level, the Donor Partners,
Churches and Civil  Society Organizations to align their sector plans and strategies to
achieve the targets that are being set forth in the Papua New Guinea Development
Strategic Plan, 2010 -2030. These targets are fully modeled using the PNG General
Equilibrium Model, thus i  mplying that the Plan is truly an integrated one and the
dynamic structure of the model has enabled long range planning to be possible.

All sector policies, plans and strategies must be reviewed to create closer alignment

with the Papua New Guinea Develo pment Strategic Plan, 2010 -2030 so that resources
can be mobilized and directed on sector - activities that will enable the 20 year targets

to be achieved. The Department of National Planning and Monitoring will continue to
coordinate and assist all agencie s of Government to achieve the targets that have been
set out in the Papua New Guinea Development Strategic Plan, 2010  -2030 .

The Papua New Guinea Development Strategic Plan, 2010  -2030 is truly a remarkable
Plan that has moved away from the past traditiona | planning approaches and sets
forth new directions and parameters for development planning in this country. It has

finally translated the Five Directive Principles of the National Constitution, the Eight

Point Improvement Plan and the Vision 2050 so that the aspirations of our leaders can
be achieved through the annual planning, programming and budgetary processes.

It would be amiss of me not to acknowledge the hardworking staff of the Department
of National Planning for producing this fully home -grown Papua New Guinea
Development Strategic Plan, 2010 -2030, a task that has taken 10 months to complete.

| also acknowledge the Hon. Paul Tiensten, LLM, MP, Minister for National Planning &
District Development who has provided solid and consistent political direction and
leadership during the formulation of this Strategic Plan

Xi



It is therefore with much humbleness that I commend the Papua New Guinea
Development Strategic Plan, 2010 -2030 as a guide to a successful future for Papua
New Guinea.

JOSEPH LELANG
Secretary
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GOAL

A high quality of life
for all Papua New
Guineans

VISION

Papua New Guinea
will be a prosperous
middle -income
country by 2030




Building the
Constitution

The PNGDSP embodies the principles of the Constitution

fundamental directives required to advance PNG into a middle

Integral
human
development
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for all citizens
to achieve
their potential

Quality
education for
all; b uilding a
highly skilled

workforce ;
creating

opportunities
for PNG

entrepreneurs

Equality and
participation

Equal
opportunity
to participate
in and benefit
from national
endeavours

Prosperity to
rural areas
with extension
of transport,
utilities,
education,
health and
business
opportunities

The
Constitution

Directives and
goals of the
constitution

National
sovereignty &
self reliance

PNGDSP
interpretation

Good
governance &
broad based
growth to
build a
prosperous
nation

The PNGDSP
will del

2 million jobs;
economy grows
an average of
8.4% a year;
governance
assured,
facilitating PNG
investors

PNGDSP from the guiding principles of the

of PNG and reinforces the
-income country by 2030

Natural
resources &
environment

Maximis e the
benefit from
resources
while
managing the
environment
sustainably

Resource
revenues
retained by
PNG for nation
building whi le
protecting the
environment

Papua New
Guinea ways

Development
will
incorporate
and build
upon PN
cultural
heritage

Law & order
restored;
customary
land owners
given access
to markets;
society
developed in a
PNG way
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1.1. The broad objectives of the PNGDSP, 2010 -2030

Guided by the directives and goals of the National Constitution, the Papua New Guinea
Development Strategic Plan (PNGDSP) elaborates how PNG can become a prosperous, middle
income country by 2030. The directives and goals of the Constitution form the broad

objectivesof Papua New Guineads Devel immphefellovting®dys at egi ¢ Pl al

Integral human development

Integral human development is essential to provide all citizens with the opportunity to

achieve their potential. Quality education for all and a world class health system are key

elements of the PNGDSP for human development, helping to develop a highly skilled

workforce and equi pping PNGO0s entrepreneurs with the
businesses .

Equality and participation
Al | citizens should have equal opportunity to pa
development . Prosperity in rural areas of PNG is a major emphasis of the PNGDSP,
because the vast majority of citizens live in rural PNG. The PNGDSP specifies how service
delivery to rural PNG will be achieved , including transport services, electricity, education,
health and business assistance.

National sovereignty and self reliance

PNG&s national sovereignty wil!/ be strengtdsgned
Good governance and broad based growth will help build PNG into a prosperous nation

including by facilitating PNG investors. A mong other things, P NGO s prosperi-t
alleviat et h e c o urelianceyod aid.

Natural resources and environment

PNG is well endowed with a wealth of natural resources. These resources must be
managed sustainably to ensure they benefit both future and current generations. In
particular, resource revenues need to be focused on nation building, while at the same

time protecting the environment.

Papua New Guinea ways

PNG has a rich heritage of traditional wisdom and knowledge , reflecting the greatest
cultural diversity of any nation of the worl d. f
that learn from and build upon P N G 6 stural beritage. The PNGDSP policy measures for

law and order, land, education and health , for example, draw on PNG ways to improve

the effectiveness of service delivery in these sectors.

The PNGDSP also translate s the focus areas of the Papua New Guinea Vision 2050 into
concise directions for economic policies, public policies and sector interventions with clear
objectives, quantitative targets, and baseline indicators. It is envisaged that Papua New
Guinea will have two Development Strategic Plan s under the Vision 2050 , each covering a 20
year period.

4



The PNGDSP strategi ses the aspirations of the PNG Vision 2050 in line with the following core
objectives:

i. Strategic planning

e The PNGDSP is a strategic planning document, which articulates long -term national
goals and formulates strategies that provide guidelines for action plans and resources
programming. If applicable, the goals are quantitatively targeted and scenarios derived,
using the PNG Government 6 somputeri sed general equilibrium model (PNGGEM).

e A strategic plan acts as a road map for achieving long -term results. Strategic planning
anticipates changes in the environment that implicitly suggest radical moves away from
current practices.

e Four five -year Medium Term Development Plans (MTDPs) are envisag ed to be aligned to

the PNGDSP 2010-2 030 . Thi s i mplies that an MTDPO s
resources programming and implementation protocols should be in conformity with the

strategic direction of the ~ PNGDSP. Similarly, other statutory plans, such as the lower -
level government plans, line departments and agencies plans and corporate plans, as

well as the annual budgets , must be aligned to the MTDP.

ii. Systemsand institutions

e The PNGDSP dedicates a section to ensuring that good governance principles are
upheld and that current institutions become more effective.

e The PNGDSP outlines exactly how development stakeholders will partner and cooperate
with the Government to enable achievement of the expected outcomes.

iii. Human development

e The PNGDSP is heavily focused on how investment in human resources can accelerate
the development process. It considers the development of human resources to be an
issue which cuts across all sectors.

iv. Wealth creation

e The PNGDSP sets the direction for the economy to move from an economy heavily
dependent on non -renewable natural resources to one which has a broader base with
dynamically developed industries in both secondary and tertiary sectors and with well
conne cted and vibrant market s. The PNGDSP specifically addresses the manufacturing
and tourism industries.

v. Security and international relations

e The PNGDSP contains specific directions for defence and security , and states the broad
objectives and strategies for  foreign policy and foreign aid.

vi. Environment and climate change

e The PNGDSP will be pursued with consideration to environmental issues such that the
health of the environment will not be compromised . Strategies under the extractive
sectors as well as energy sectors are designed to be pursued with clear consideration
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for environment sustainability as well as addressing the issues of climate change in
ways that best suit PNGOs devel opment al needs.

vii. Partnership with churches for integral human development

e The PNGDSP recogni ses churches and other organi sations as important partners in
development and will rely on them to work towards achieving the PNGDSP goal of a
quality life for all ~Papua New Guineans . Churches play an important role in  meeting
the spiritual needs of the people.

1.2. An overview of development planningin PNG

The formulation of Papua New Guinea Development Strategic Plan, 2010 -2030 ( PNGDSP) is the
initiative of the Somare Government. This long term development framework is intended to

promote and guide PNG onto a path of sustainable economic growth, achieving economic
prosperity and a high quality of life for all Papua New Guineans.

Growth and development in PNG has been sporadic and does not reflect the progress made by

many countries  within the region and elsewhere. Botswana and Malaysia , for instance, are
resource rich countries  like PNG and in fact were at a similar stage of development to PNG in
1975. But Botswana and Malaysia have @ now become prosperous middle -income countries
lifting t heir GDP per person more than ten  -fold, while PNG has been left behind (figure 1A)

PNG can draw inspiration and guidance from the experiences of countries such as Malaysia

and Botswana. They demonstrate to PNG that high ambitions and aspirations ar e achievable.
Importantly, both countries are currently implementing long term plans with shorter 5 year
plan s built around these . The PNGDSPis influenced by what these countries have done.

1A Historical economic performance of PNG
Comparison with  Malaysia and Botswana, 1975 -2008

9000 -+
8000 -
7000 -

Botswana
6000 -

Malaysia

GDP per capita'5000 7
(US$) 4000

3000
2000
1000

0

1975 1980 1985 1990 1995 2000 2005

Prior to 1996, development planning was guided by the annual budget process. Planning was
therefore short term in line with the annual budget cycle. This cre ated the tendency for
development outcomes to be dictated by expenditure considerations and by revenue
constraints. In the 1980s, attempts at some form of cohesive planning resulted in the creation
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of the National Public Expenditure Plan. Rural development was a key focus of the National
Public Expenditure Plan, which was implemented through various integrated development
programmes in the provinces. The National Public Expenditure Plan paved the way for the
Public Investment Plan. The Public Investment Pla n was essentially a list of programmes and
projects rather than being a plan for development.

The separation of the Department of Finance and Planning in 1996 into the Department of
Finance and the National Planning Office represents the first attempt by the PNG Government
to address the probl em-dofi véesnhbo rptl atnenrimtmgbudget

The Medium Term Development Strategy (1997 -200 2) was PNGo6s first. med
However th e annual budget remained an overriding factor as evidenced by the emphasis on
expenditure priorities  instead of on development policy priorities.

The Medium Term Development Strategy (2005 -2010) is the plan that  precedes the PNGDSP. It
provides strategies to guide other planning processes including the annual budget. However it

lacks a n economic development framework that would enable policy proposals to be prioriti sed
and properly sequenced. It also lacks quantifiable objectives or performance indicators that
would make it easier to monitor progress.

In contrast, the PNGDSP 2010-2030 is an integrated policy document that considers all
objectives and strategies in terms of how they wil!/
The PNGDSP 201 0-2030 will thereby guide development by guiding how best to  utilis e scarce
resources and by focusing development efforts  on policy areas with the greatest potential

1.3. P NGO s yearOdevelopment plan

The 20 year development strategy sets long term goals and targets that will guide development

planning and importantly, will set the priorities for development expenditure . In so doing, it
dismantles the dominance of short term, annual budgets over the allocation of resources. Its
formulationis therefore a hi st ori ¢ moment in PNGGO6s devel opment .

In short, the PNGDSP does three things. First, it outlin es where PNG is at now; second, it
provides targets of where PNG will be at in 2030; and third, it outlines how PNG will get to its
2030 targets.

The PNGDSP 2010-2030 will be implemented through four five year Medium Term
Development Plans. The PNGDSP and the four Medium Term Development Plans will mobilise

domestic resources, dictate expenditure priorities, spell out intended outcomes and will

provide clear targets. The priorities and directions provided in the PNGDSP will guide the
development of sector p olicies, plans and strategies. The PNGDSP framework will thereby

provide policy clarity, cohesiveness and certainty, including to development partners who

require such predictability foraligning their country strategies t
priori ties and goals.



1.4. Conceptual Framework forthe PNGDSP

The PNGDSP is formulated with  a conceptual framework that is comprehensive and realistic

with clear establishment of forward and backward linkages with in the economy, of policies
and of whole of government operations. Figure 1B illustrates the PNGDSP Framework with five
stages. The first stage (A) begins with the consideration of the economic environment and
existing economic policies including t he Gover fisoakand déld management  strategies.
This recognises that the Government cannot develop its  PNGDSP framework in isolation of the
economic environment (eg , development of LNG Gas) or current policies (eg, fiscal, exchange
rate and monetary policies).

1B PNGDSP Conceptual fra mework

E High q uality of Life

] L
Economic performance (eg, rapid

D GDP growth, full employment,

economic independence )

I B

Sector policies & micro
C interventions ( eg, | and,
educ ation, health, transport )

] L
Public policies ( eg, public -private
B partnerships , incentives,
international relations )

A e A —

Economic policies ( eg, e xchange
A rate, fiscaland monetary)

The second stage (B) considers the existing public policies like foreign and immigration
policies, privati sation, work permits, investment incentives, public private partnership policy
and associated regulations and leg islations. Such public policies affect the environment in
which the PNGDSP is expected to function and are important to the implementation of the

public investment programs and public service delivery system in PNG. Relevant agencies of
government are resp onsible for implementing these policies and the way their respective
mandates and actions affect or are affected by interventions in the PNGDSP needs to be

monitored so as to improve coordination of efforts and avoid wastages and inconsistencies.

The third stage (C) is the most important stage and highlights the areas of key interventions
by the Government through the different sectors. This is the area in which the Department of
National Planning and Monitoring (DNPM) play s a pivotal role to ensure:

e the priorities of the Government are clearly outlined in the PNGDSP,
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e targets and measurable indicators consistent with local priorities and international
obligations are captured ;

e concise sector priorities and strategies are clearly outlined  and analysed with  economic
modelling;

e concise sector policies and plans are developed for each sector for implement ation
through the MTD Ps;

e appropriate monitor ing of all project activities, project spending and donor activities
across the country ;

e development of new policie s and sector strategies including legislation (where
necessary) to align all sector plans and strategies to the PNGDSP,

e the PNGDSP and all relevant sector interventions are legislated to achieve the outcomes
anticipated underthe  PNGDSP, and

e mechanisms t o provide regular reporting to the National Executive Council and
Parliament on the implementation status of the PNGDSP.

The development of the PNGDSP must be done by the agency that has the responsibility and
mandate over the development affairs and planni ng of the country. This is important because

of the need to institutionali  se the necessary mechanisms to account for and report on the
implementation progress of the PNGDSP. DNPM is the relevant agency of the Government
responsible for this function as est  ablished in 2005 through NEC Decision No. 251/2005.

The fourth stage (D) is the end result of development efforts by all government agencies. It is

the culmination of efforts by Treasury and the Central Bank in managing the economy
through manipulation of economic policies (exchange rate, fiscal, and monetary),
implementation of public policies by relevant Government agencies, and DNPMoOte
coordinat e implementation of sector policies through public investment s and coordinate
effective utili sation of donor funding to wards government priorities. Through the se
interventions (policy and sector strategies), the Government can influence economic growth
and development in PNG. This is the focus and core of the PNGDSP framework which is
inclusive of the entire business of Government and directs all stakeholders toward common
objectives.

The fifth _stage (E) represents the primary vision of the Government. This is the ultimate aim of
the PNGDSPwhichis to provide a high quality of life for_all Papua Ne w Guineans .

15 PNG6s state of devel opment

PNG is poised at a critical juncture in t he n a thistayn \WHEle PNG is gifted with natural
resources, most people are without formal employment and face considerable hardship. In
2008-09 the developed economies confront ed the most serious downturn since the Great
Depression. However , the PNG economy continu ed to grow, benefiting from a number of
prudent reforms and policy decisions. PNG is now in a good position to pros per from
implementing the PNGDSP and to ben efit from the PNG LNG Project.
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Although a young country 0 attaining independence in 1975 0 PNG6s political S

growing in stability. Prior to the introduction of the Integrity of Political Parties Bill in 2000 ,
PNG&ds national g ofter rdestaldlisel bw &egjuent votes of no confidence and
changes of Government. As a result of the law, for the first time since independence the

elected Government of 2002 was able to serve its full  five year term.

PNG&6s tot al economic output measured in Gross Dome
around K21.5 billion in 2008. This translates to approximately K3,500 per person ( US$1,300
perperson)and pl aces PNG among the worl dos miclo vessshan i nc o
the regional average (figure 1C).

1C Izrs)tggnational (_:omparison qf GDP* per person
, purchasing power parity US$

7000

6000

5000

GDP per person 4000
PPP US$ 3000
2000

O T T
PNG

Low income Middleincome SubSaharan EastAsiaand
Africa the Pacific

*This figure reports GDP i n purchasing power parity  dollars which is an adjusted amount based on the cost of
living in e ach country.

Other development indicators reinforce this view. A few examples suffice. C onsumption
poverty, or an inadequ ate intake of calories, is wide spread, affecting as many as 38.8 per cent
of the population living in the Momase region , and at least 16.3 per cent of the population
living in the National Capital District. In terms of health, child mortality rates are high, with
75 children dying by the age of five for every 1,000 live births.  Maternal mortality rates are
also high, four times higher than the average among Pacific islands. At the same time literacy
and numeracy levels are poor and have not improved since 1990.

The UN combines indicators such as these into the Human Development Index , providing a
way to compare development in PNG against that of other countries. The Human Development
Index ranks PNG as 14 9t out of 17 9 countries. Its score is only slightly above the average for

sub -Saharan Africa and below the a  verage for low income countries (figure 1D). The average
Human Development Index amongst countries of East Asia and the Pacific is much higher

than in PNG, as is the avera ge for middle income countries. The Human Development Index
comparison resembles the  above comparison of GDP per capita. This is not surprising as it is
higher income that drives improved living conditions.
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1D Human Development Index comparison
The performance of PNG on the international stage , 2006

0.80

0.75
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Development0.60
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PNG8s economy i s domi nat ed. Pbmary pectoran@mprising a o grioutturej o n
forestry, fisheries, oil , gas and mining , contribute 63.4 per cent of GDP (  figure 1E). Of these
key sectors, agriculture , including subsistence agriculture,  provides the livelihood for close to

85 per cent of P apua New Guineans . The oil , gas and mining sectors , on the other hand , are
also important , but not for gene rating jobs. Rather, they provide an important source of
revenue to the Government for nation building

PNG has an open economy with exports in 2008 reaching K15.4 billion which is 71 per cent of
GDP. This marks a rise from 59 per cent of GDP in 2003 as a result of a global commodity
price boom from 2003 to 2008.

1E The composition of the PNG economy
GDP share by major sector, 2006

Services
22.0%

Agriculture,

Construction
Forestry &

8.6% e
Fishing
35.4%
Manufacturing
6.0%
Mining &
Quarrying .
Oil & Gas
16.2% LG
Until 2004, fiscal mismanagement and monetary instability typif
constraining development . Large and persis tent fiscal deficits led to gross underfunding of
public investment in developing and maintaining infrastruct ure. The exchange rate was

volatile which fed into high and volatile inflation and interest rates. Commercial lending rates
often ex ceeded 20 per cent, depressing private sector investment.
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Since 2004, there have been significant improvements in macroeconomic management as
outlined in part 3. PNG has entered into a new era of fiscal surpluses, low inflation, a stable
exchange rate and low interestr  ates. As a result, the private sector has responded with a hew
confidence to invest. The economy has grown more rapidly and there has been a new impetus

in the formal labour market with private sector jobs rising 6.6 per cent a year since 2005 , or
by about 15,000 jobs a year (figure 1F). Growth has occurred in all sectors, including
agriculture.

1 F Private sector formal employment

1978 -2008
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1.6. Projected impacts ofthe PNGDSP 201 0-2030

Formulation of t he PNGDSP is being supported by quantitative

analysis using the PNG Government & sgeneral equilibrium  model National income
(PNGGEM). It is projected that through the Government will be more than
implementing the  PNGDSP 201 0-2030, approximately 2 million jobs five times higher

wi || be created. This is equival ent by20302uaderpe r
projected population at 2030. the PNGDSP
National income is expected to grow five  -fold, wi t h PNGOs "growth —rate
projected at 8.4 per cent a year on average. Figures 1 G and 1 H show that without deliberate
intervention by the Government through the PNGDSP, the PNG economy w ould continue to
grow at just under 3 per cent a year, as it has done since independence . This is barely enough

to keep up with population growth

Economic development under the  PNGDSP will be broad based, facilitating entrepreneurial
enterprise both in rural and urban PNG. An expansion in agricultural businesses under the

PNGDSP is expected to generate over 800,000 full  -time equivalent rural jobs in the next 20
years. Importantly, over two  -thirds of these new jobs will be in formal agriculture, as PNGDSP
strategies provide small scale enterprises  with the opportunity to exp  and. In urban areas,
entrepreneurship will be encouraged, helping to create an estimated 49,000 informal jobs in
urban areas, and thereby resulting in a decline in the number of people engaged in crime.
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1G Impact of the  PNGDSP on national income
Growth in national income with and without implementation of PNGDSP, 2010 -2030

90000

80000 —— With PNGDSF

70000 Without PNGDSF
60000
50000
Million Kina
40000
30000
20000

10000

O I T T T T T T 1 T T T 1 T T T 1 T T T 1 1

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030

Average annual growth Total growth from 2010 -2030
No PNGDSP With PNGDSP No PNGDSP  With PNGDSP
GNI 2.6% 8.4% 70% 446%
GDP 2.6% 8.4% 70% 448%

GNIl is gross national income and measures the economic welfare of PNG.
GDP is gross domestic product and measures production in PNG
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Impact of the

1H

PNGDSP on employment

Growth in full -time equivalent jobs, with and without the PNGDSP, 2010 -2030
3000
2700 ——With PNGDSF
2400 Without PNGDSF

2100
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1500
1200
900
600
300

'000 jobs

0 —
2010

2012 2014 2016 2018 2020 2022 2024 2026 2028 2030

Total job growth 2010 -2030
No PNGDSP With PNGDSP

Annual job creation
No PNGDSP With PNGDSP

Formal jobs in agriculture 2,140 28,230 44,800 592,900
Other formal jobs 7,980 53,730 167,500 1,128,300
Informal sector jobs 260 2,320 5,400 48,800
Village employment 6,890 12,680 144,800 266,300
Total jobs created 17,270 96,960 362,500 2,036,300

1.7.

Impacts of sectoral strategies

The PNGDSP outlines strategies and targets for every sector of the economy.
to generate the quantitative analysis contained in this document
summarised in t

PNGGEM is used

, the resu Its of which are
ables 1.1 and 1.2. The impacts on GDP (economic

The economic
achievements of the
PNGDSRuvill be
based on key
sectoral strategies .

It is c lear from the nat

output) are generally higher  in Kina terms than the impacts on GNI
(national income). The difference between the two measures are
mostly explained by the benefits from economic output that accrue

to foreign labour and foreign companies operating in PNG. The GNI
results are a more accurate measure of the benefits of the sectoral
strategies that accrue to PNG.

ional income and employment i mpacts int ables 1.1 and 1 .2 that the

key platforms for the future prosperity of PNG will be strategies to sharply reduce the law and

order problems and the implementation of land reforms that will empower land
make the most of their land. It
example agriculture and tourism, are premised on

reforms.

owners to
that the results for many other sectors, for
the success of law and order and land

is important to note
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1.1 Economic impacts of individual sectoral st

rategies by 2030

Sector 2030 Target Increase in GNI Increase in  GDP Increase
(national income ) (economic output) int ax
revenue
per cent K3 mi | | percent Kdmil IK&mil |
Land reform Effective land reform 52.2 12,701 57.3 18,361 9,322
Law & order 55% fall in crime 61.7 15,027 48.2 15,450 6,230
Education Quality education 7.2 1,910 9.6 3,520 960
Higher education 265,000 graduates 16.7 4,070 20.0 6,410 720
Road transport Triple road network 8.9 2,170 8.9 2,850 770
Water transport Triple capacity 4.2 1,030 3.7 1,200 390
Electricity 70% access 12.0 2,920 10.1 3,250 1,190
Agriculture Internationally competitive 29.9 7,230 25.4 8,090 2,110
Fisheries Double tuna revenues 0.3 80 0.1 23 60
Forestry 80% of exports processed 1.3 300 1.2 370 60
oil Maintain 2009 production 3.3 800 4.7 1,500 480
Gas 2 large projects 39.7 9,670 60.2 19,310 5,130
Mining Double mining exports 8.0 1,930 10.9 3,480 790
Manufacturing Triple production 23.8 5,760 22.9 7,300 2,200
Tourism 1.5 million tourists 30.0 7,320 21.2 6,810 2,440

Note: The se results are for individual sector specific scenarios. The results in figure 1
the results in this table. Rather, they are for a scenario that includes all strategies and will include the
int erdependencies between strategies that the individual scenarios will not pick up.

In 2030, GNI is estimated to be K12.7 billion higher than it would have been without land
reforms and the boost in economic activity would lead to an additional K9.3 billion
revenue. Strategies to sharply reduce law and order problems is estimated to result in an even
higher K15.0 billion gain in GNI in 2030.

An additional 600,000 jobs

to the economic benefit

social benefits which are not measured.

Of the sectoral strategies, the next biggest i
major gas projects. An additional K5.1 billion in revenues are expected in 2030 and GNI is

mpact will be due to the

estimated to be K9.7 billion higher. The gas projects will be capital intensive rather than

labour intensive and as a r

about half the GDP impact. As t

viewed as conservative given the potential for further development of natural gas resources.
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in tax

are estimated to be generated by 2030 as a result of strategies to
reduce law and or der and 680,000 jobs due to the implementation of land reforms. In addition
s to PNG, reductions in law and order problems will bring considerable

PNGDSP target of two

esult, the estimated gain in jobs of 56,000 is less than for many of
the other sectors. The high degree of foreign capital will mean that the GNI impact will be

hese results refer to two large scale gas projects,  they may be



1.2 Employment impacts of individual sectoral strategies by 2030

Sector 2030 Target Increase in Increase in TOTAL
formal jobs informal jobs

Rural Urban Rural Urban
Land reform Effective land reform 320,200 113,800 246,300 2,200 682,500
Law & order 55% fall in crime 46,700 373,600 173,200 6,300 599,800
Education Quality education 9,600 5,800 2,300 -1,600 16,100
Higher education 265,000 graduates 33,200 143,800 29,900 1,400 208,300
Road transport Triple road network 13,100 45,200 59,600 1,300 119,200
Water transport Triple capacity 5,800 19,700 28,000 600 54,100
Electricity 70% access 22,000 49,200 30,300 -800 100,700
Agriculture Internationally competitive 155,700 68,600 38,200 4,900 267,400
Forestry 80% of exports processed -1,400 9,900 1,800 200 10,500
Fisheries Double tuna revenues -100 700 100 0 700
o]] Maintain 2009 production -2,400 5,500 -900 100 2,300
Gas 2 large projects -20,200 79,900 -4,600 1,200 56,300
Mining Double mining exports 1,100 30,800 7,800 400 40,100
Manufacturing Triple production 28,800 74,000 71,500 3,200 177,500
Tourism 1.5 million tourists -36,800 286,700 17,700 42,900 310,500
Note: These results are for individual sector specific scenarios. The results in figure 1 H are not simple additions of

the results in this table. Rather, they are for a scenario that includes all strategies and will include the
interdependencies between strategi  es that the individual scenarios will not pick up.

Agriculture, tourism and manufacturing will be the economic sectors driving broad based
economic growth. Strategies associated with each of these sectors will result in estimated

gains in GNI of over K5 bi llion in 2030 and in tax revenue of over K2 billion. These sectors in
turn depend on the successful implementation of the education and infrastructure strategies.

Significantly, the tourism target is one of the most important initiatives for delivering jobs in
PNG, creating 310,000 jobs by 2030. This increase in jobs is much higher than for
manufacturing as tourism is a labour intensive sector. Agriculture is al so labour intensive and
as a result 267,000 jobs will be created in this sector

Strategies t o significantly upgrade higher education will lead to an estimated gain in GNI of
K4.1 billion in 2030 and more than 200,000 new jobs. Much of this gain is attributable to

skilled jobs being occupied by Papua New Guineans rather than foreigners who remit m ost of
their income abroad. The estimated economic impact of the strategies for primary and
secondary education are conservative in that they do not fully account for the benefits . In
addition t here are substantial social benefits that are not quantified. Similarly, the benefits of

health strategies are mainly social and no attempt was made to measure the economic
benefits. Strategies for transport and electricity infrastructure will also provide important
social benefits that are not measured. The combined gains in GNI of transport and electricity
strategies is over K6 billion in 2030 with more than 270,000 additional jobs. These gains
mainly relate to the stimulus to economic activity in rural areas.
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2.1  Economic ¢ orridors for integrated development and br oad based growth.

Economic corridors are proposed to alleviate poverty. Corridors of poverty will be transformed
into economic corridors.  Without the corridor system people in poverty will not be integrated
into the mainstream economy.

An economic c¢ orrido r is a region in which the Government provides a well planned zoning
system, a comprehensive and effective network of transport and utilities, and quality
education and health services . Within this region, businesses are able to operate at low cost

and under well designed incentives , thereby encouraging foreign and domestic private sector
investment s. By concentrating the construction of  essential infrastructu re within certain
regions the economic ¢ orridor approach tak es advantage of the substantial  economies of scale
and scope associated with large service sector infrastructure. This reduces the cost to state
owned enterprises and other providers of essential infrastructure, while raising their returns.

Building on this infrastructure , effective seq uential and spatial planning will help to expand
economic activities like agriculture, tourism and manufacturing

The economic corridor concept has been applied between countries with common borders :
such as the Mekong Economic Corridor, to promote develop ment and integration. It has also
been applied within  a single country, including China, to attract investment and thereby
promote economic development.

Economic corridors will be located in  the poorest regions of PNG with the aim of extending the
benefits of development to the most disadvantaged regions. They will be located where the
gains are likely to be greatest, particularly where land is fertile or where  the three modes of
transport 0 air, sea and land & are able to come together to provide efficient trade hubs. The
selection of regions is therefore independent of provincial or district borders.

2.2 The economic corridors

The Government has identifiedt  en regions of PNG to be categori sed as economic corridors for
the purpose of development (map 1A). These are:

1. Petroleum Resource Area Economic Corridor (PRAEC): Southern Highlands, parts of
Enga, Gulf, and Central p  rovinces. The PRAEC was approved by C abinet in May 2009

2. Border Corridor ( Western , Southern Highlands  and Sandaun p rovinces)

3. Central Corridor (Centr al, Milne Bay, Oro and Morobe )

4. Madang -Baiyer -Karamui -Gulf Corridor (Madang, Simbu, Gulf and Western Highlands )
5. Morobe -Madang Corridor

6. Enga-Sepiks Corridor (Enga and East & West Sepik Provinces)

7. South Coast Corrid or (East New Britain and West New Britain )
18



8. Momase Corridor (Madang, East Sepik, and West Sepik p  rovinces )
9. Solomons Corridor (Autonomous Region of Bougainville)

10. Free Zone Corridor (Manus, New Ireland, East and West Sepik)

2.3 Economic corridor development features

The PNGDSP in large part will be implemented through the economic corridor concept,
accounting for half the Development Budget in future years. The Government has already
established the Border  Development Authority, which will have responsibility for coordi nating
the development of the border corridors (the Border Corridor, the South Coast Corridor, the
Solomons Corridor and the Free Zone Corridor). The Government will enact  further legislation
to establish an Economic Corridor Implementation Authority (ECIA) over e ach of the
remaining economic zone s. Legislation will set out the powers, functions and responsibilities

of an ECIA in mobilising, planning and managing development in the economic corridor.

Corridor authorities  will play a unique role that goes beyond provincial boundaries. They will
work closely with provincial, district and town authorities to harmonise development
initiatives, coordinating efforts in order to bring about greater results in the corridors.

Econo mic corridor authorities will only initiate flagship projects of national interest in their
various corridors, specifically in economic infrastructure (transportation, energy,
telecommunication), social infrastructure (health, education and research and de velopment),
and projects for economic pursuit (agriculture, fisheries, forestry, downstream processing, and

small -medium enterprise development). This will require  corridor authorities  to work closely
with state owned enterprises and other major investors in economic and social infrastructure,
coordinating all investment activit ies. Corridor authorities  will not implement development
initiatives at provincial and local levels, instead leaving this to the provincial and lower level
authorities.

Legislation will allow ECIAs to operate as corporate entities with specific operational functions
for running their own budgetary resources. Finance for corridor development will come

through the Border Development Authority and ECIAs from both the public and private sector
and include foreign direct investment, foreign aid, government loan financing, grants from
companies, public enterprises through dividend policy, and from the Development Budget as

outlined in figure 8C of part 8 .

Legislation ¢ ould provide for economic corridor authorities to retain a portion of revenue
raised in the corridor areas and provide for other financing means in order to secure a budget
for the purposes of maintenance and organi sational operations . This could include
mechanisms such as lev ies and fees and revenue from leasing land. Also, once the governance
structure of corridor authorities is finali sed, the process of resource mobili sation for
investment in the three areas (economic infrastructure , social infrastructure , and economic
pursuit ) will be clearly distinguished so that all efforts will be harmoni sed and integrated
under the leadership of each corridor authority . This includes, for instance, ensuring that
investment undertaken by state owned enterprises , such as PNG P ower Limited, are
harmoni sed with the operation and activities of the economic corridor authority
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The economic corridor approach will integrate all aspects of development through spatial
planning and proper sequencing of developments. Service delivery will be im proved by
providing basic social, transport, electricity and communication infrastructure. The supply of
infrastructure will encourage private sector investment, as will the use of incentives such as
the provision of market places with social amenities. Go vernment financed investments will all
take into account population growth and population density, together with the suitability of

areas for agriculture, tourism and other industries.

2.4  The Petroleum Resource Area Economic Corridor (PRAEC)

The PNG Liquefied Natural Gas (LNG) project will be one of the big impact projects for PNG
during the PNGDSP period. The Petroleum Resource Area Economic Corridor (PRAEC) will
extend the benefits of the LNG project beyond the gas site to the nation as a whole. The
PRAEC will direct LNG revenues into a network of transport, utilities and services in the
PRAEC area that is fully integrated with the national network. The PRAEC will be one of the

first economic corridor implemented under the PNGDSP, together with the border cor  ridors.

Building on the previous discussion of the objectives and benefits of the economic corridor
concept, the PRAEC will deliver the following:

e improve the quality of life for people in the PRAEC zone by investing in the zone;

e improve the quality of li  fe for people throughout PNG by integrating infrastructure and
services in the PRAEC with the national network;

e ensure that gas revenues bring about tangible and sustainable improvements to the
l' iving standards of PNGO6s peopl e;

e develop sources of investmen t funds that are independent of the national Government
Budget, in order to sustain investment and maintenance expenditures;

e replace cash hand outs with a well managed and well coordinated system of investment
to the benefit of affected communities;

o instill high standards for the scoping, design and costing of projects;
e guide the investments of state owned enterprises; and

e coordinate all stakeholders that provide funds or otherwise invest in the development of
the PRAEC zone.
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2.5 Operationalising the PRAEC

Initially , the PRAEC will be administered by DNPM. However legislation and regulations will be

put in place to establish an ECIA to oversee the PRAEC. The legislation and regulations s etting
up the Borde r Development A uthority will guide the creation of the ECIA legislation. The
establishment of t he PRAECOSs ECI A is critical

establishing the other ECIAs.

The DNPM will put in place appropriate governance and organi sation structures for the
PRAEC ECIA . The PRAEC ECIA will coordinate resources and will manage the implementation

of projects. The PRAEC ECIA may therefore involve representatives from affected provinces
and districts , national Government agencies and other stakeholders engaged in investments or
development activities in the PRAEC area.

2.6 A model of aneconomicc orridor

When fully developed, a corridor will have a combination of the following development
features:

e an electricity grid powered mainly by hydro and other renewables and connected to the
national grid where feasible ;

e utilities such as water and sewerage, telecommunications, broadband internet, and
post office;

e transport infrastructure comprising a network of roads, marine facilities and air thatis
integrated with the national network;

e social infrastructure  including health and education  programs;

e agricultural, forestry and/or fishery based industries, for example sago, livestock, fish
processing and plantation forests ; and

e industrial estate s and well serviced residential housing estates.

The strategies of the PNGDSP are aimed at providing the above infrastructure and  services,
especially those strategies outlined in parts 4,5 and 6.

Figure 2A shows a hypothetical economic corridor, providing an illustration of how a corridor
will be developed . The following features are demonstrated in figure  2A:

e an efficient road network that conn ects four urban centres and two rural
developments. The road network opens up areas with considerable economic poten tial;

e electricity supply is generated and distributed along transmission lines that are
connected to a national grid system

e industries of various  scope and scale that have been developed by the private sector in
response to the conditions and infrastructu re put in place by Government. Industries
include:

- areal 0 livestock, crops and an agricultural processing plant;
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areas 2 and 3 9o downstream processing facilities and  agricultural farms;
area 4 0 tourism, service ¢ entre and downstream p rocessing ;

area 5 0 heavy industries andi nternational trading zones ; and

area 6 0 lighti ndustries and intern  ational service and trading zones .

utilities and s ervices that are develope d to world standards in the four urban ¢
with the rural vilage in area 1 well conn ected to services ; and

the four urban ¢ entres serviced by airports and ports of international standards
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