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INTRODUCTION 
 

Mr. Speaker, I move that the Bill be read a second time. 

 

It is a great honour for me to present to this House the Somare 

Government’s 2008 National Budget – the Government’s sixth full year 

budget and the first since we were returned to office in the 2007 National 

Elections. 

 

Mr. Speaker, I would like to begin by noting a change in the Treasurer’s 

responsibility from five years ago, in 2002. As a result of the Government’s 

strong economic leadership over the past five years, and with the help of 

soaring international prices for PNG’s main export commodities, the 

country has been restored to a path of strong economic growth. Production 

growth is outpacing population growth, and increasing average incomes. 

Real GDP per capita in Kina terms is estimated to have increased by 7.4 

per cent over the period 2002 to 2008, which translates to estimated 

income per capita of $US 1,042 in 2008. 

 

Thanks to the hard work of Ministers in the previous Somare Government, 

the Treasurer’s task now is to sustain economic growth and translate it into 

greater welfare for the people of Papua New Guinea, especially the 

ordinary people in the rural districts. Under the leadership of the Prime 

Minister, and with the cooperation of other Ministers, I want to see the 

benefits of a strong economy spread through all the districts of this 

country. I want to see improvements in the delivery of Government 

services, especially at district level.  And I want to make sure that the large 

amounts of extra mineral revenue we are currently receiving will be used in 
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the best possible ways to sustain economic growth, and so ensure the 

prosperity of PNG’s future generations.   

 

Mr. Speaker, it is in this way that the Government will best empower the 
people of Papua New Guinea. 
 

Mr. Speaker, before I outline the state of the economy and the contents of 

the 2008 Budget, I would like to make just four points about the approach 

the Government has taken in forming this Budget. 

 

First, the priorities of the Government, for the extra spending which our 

strong revenues make possible, remain the priorities in the Medium Term 

Development Strategy. That strategy was designed to run through to 2010, 

and it remains a good guide to where extra funds will make the greatest 

contributions to economic growth and our people’s welfare. 

 

Second, the political stability which has been established over the last five 

years means the Government can make spending plans for the whole of a 

five-year term in office. This allows us to think and plan strategically.  For 

example, the previous Medium Term Fiscal Strategy or MTFS ends this 

year, and needs to be updated.  So the Government is considering a new 

MTFS, to address the situation and needs of the five years ahead. 

 

Third, we shall continue the prudent approach to budgeting which was one 

of the strengths of the Somare Government in our first term.  We have 

more revenue to spend, but we intend to be careful and disciplined in the 

way we allocate and spend it.  We shall keep allocating the windfall 

additions to revenue, which result from high commodity prices, to one-off 

expenditures or reductions of State debt and superannuation liabilities, and 
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not use them to increase ongoing spending.  We also intend to make the 

finances of the State progressively stronger, through prudent investments 

and a prudent debt strategy. 

 

The fourth and final point is that implementing this Budget contains some 

challenges.  Implementation has been one of our weak points in the past, 

and capacity is not improving in the public and private sectors as fast as 

we would like.  We know that some of the funds allocated for rehabilitating 

public infrastructure will take years to spend, as effective plans are 

developed and implemented.  We shall try to see that the highest-priority 

work is done first and fast.  But we also recognize that the overall rate of 

spending will need careful management, in order not to overheat the 

economy. We all need to display some patience and understanding on the 

time it takes to bring major projects into fruition. 

 

Mr. Speaker, taking all of this into account, the Government through both 

the recent 2007 Supplementary Budget and the 2008 Budget has placed 

major focus of attention on: 

• providing substantial funding at the district level to provide for the 

great needs of our people at the grass roots level; 

• fully funding the National Agricultural Development Plan for 2008; 

• providing continued school fee relief and more funds for educational 

and health services; 

• massive investment in our future via infrastructure maintenance, 

improvement and development right across the country; 

• further finance for supporting the commercialization of PNG’s gas 

resources; and 
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• prudently repaying substantial amounts of Government debt and 

superannuation liabilities. 

 

On top of this, the Government has also decided to provide tax cuts in the 

2008 Budget for individuals and businesses.  These will apply to all 

individual taxpayers, helping to assist the workers of this country and also 

to reduce some irritant taxes for all of our businesses that impede business 

development and growth. 

 

Mr. Speaker, I will now address the state of the economy. 

 

2. STATE OF THE ECONOMY 
 
Mr. Speaker, the economy is continuing to benefit from high world 

commodity prices and the Government’s prudent management of the 

macroeconomic policy framework, particularly adhering to the Medium 

Term Fiscal Strategy. 

 

The economy is growing at the strongest rate in over a decade, reflecting 

increased business confidence, higher employment growth, stronger 

investment and higher business profits:  

• Real GDP growth has increased from negative 0.2 per cent in 2002 

to an average 2.7 per cent over the past four years. 

• Real GDP growth is expected to be 6.2 per cent in 2007 and 6.6 per 

cent in 2008. If realized, this would represent the strongest two years 

of consecutive economic growth in the last 15 years.  

• Kina has regained its value against other international currencies 

and is now worth 35 US cents compared to 29 US cents in 2002. 
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• Interest rates (treasury bills) have dropped from a high of over 13.5 

per cent in 2002 to 3.3 per cent in 2006. The Central Bank’s Kina 

Facility Rate has declined from 13.5 per cent in 2002 to only 6 per 

cent now. 

• Government’s debt expressed as a percentage of GDP has fallen by 

more than half from over 71 per cent of GDP in 2002 to around 34.9 

per cent now. 

• Government’s budget position has turned around from a deficit of 

K450 million (3.9 per cent of GDP) in 2002 to a budget surplus of 

K536 million in 2006 (3.1 per cent of GDP); and 

• Foreign exchange reserves have gone beyond US$2.0 billion 

(equivalent to K6.0 billion) in early November, a level never 

experienced in this country before. 

 

Mr. Speaker, this improved economic growth picture stems from a 

combination of positive international developments, improved political 

stability and prudent macroeconomic policies. 

 

In 2008, real GDP growth is expected to increase to 6.6 per cent.  There 

are signs of growth strengthening across most sectors of the economy.  

The non-mining sector is expected to grow strongly at 6.5 per cent.  This 

follows estimated GDP growth of 6.2 per cent in 2007, which has been 

revised up by 1 percentage point since the Mid Year Economic and Fiscal 

Outlook Report was produced. This is largely due to strong growth in the 

communications sector as a result of competition and impressive 

expansion in the mobile phone segment of the market, which is providing 

both social and economic benefits across the nation. 
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The faster growing sectors of the economy in 2008 are expected to be 

27.4 per cent in communications, 14.2 per cent in mining and quarrying, 

13.0 per cent in building and construction; and 4.9 per cent in agriculture. 

 

 In particular, the significant expansion of the mobile telecommunications 

sector is estimated to add 0.7 percentage points to GDP growth in 2007 

and 0.7 percentage points to GDP growth in 2008, under the assumption 

that competition in the mobile telecommunication sector continues to 

flourish. 

 

Underlying the improved economic outlook is the assumption of continued 

fiscal discipline, political stability and prudent macroeconomic policies.   

 

Mr. Speaker, there are however, a number of risks to this positive outlook 

including: the possibility of falls in commodity prices; unforeseen 

shutdowns in the mineral sector; rising inflationary pressures; poor 

seasonal conditions; and damage to business confidence, if competition is 

hindered. 

 

Commodity prices are projected to remain high in 2008, although lower 

than the record high prices experienced in the latter half of 2007.  For the 

purposes of budget estimates in 2008, oil is projected to average 

US$61.90 a barrel, copper is expected to average US$2.45 per pound and 

the average price of gold is expected to be US$662 per ounce.  

 

Mr. Speaker, while these commodity prices look conservative compared 

with current market prices that are at record high levels, they are realistic 

in relation to average prices experienced over recent years. 
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Inflationary pressures are building up, with underlying inflation growth of 

6.5 per cent through the year to June 2007. Headline inflation is projected 

to be 5.2 per cent in 2008. This outlook reflects the build up in inflationary 

pressures from the fast growth in the money supply, strong private sector 

expansion, increased terms of trade and the fiscal stimulus from high 

Government spending. 

 

While the Kina has appreciated slightly against the US Dollar over the last 

year, it has depreciated against most other major trading partners, notably 

against the Australian dollar which is our major trading partner. This is 

placing upward pressure on the prices of imported goods as just under half 

of our imports originate from Australia.   

 

Expenditure is broadly running in line with projections.  As at the end of 

August 2007, total expenditure and net lending was K3,432 million, 

63 per cent of the total budget appropriation for 2007.  A total of 

K5,173 million warrants have been issued.  This represents 79 per cent of 

the total appropriation of K6,575 million for 2007.   

 

3. REVENUE IN 2008 
 
Mr. Speaker, I wish next to outline the revenue projections for 2008 which 

are contained in the Budget. 

 

With the favourable economic outlook for 2008, total revenue is projected 

to remain at high levels.  Total revenue is projected to be K6,004 million in 

2008, slightly less than the expected 2007 total of K6,153 million.  The 

slight decline in revenue is due to a projected decline in Mining and 

Petroleum Tax, although it is still forecast to be very large.  The fall 
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expected in mining and petroleum revenue will be partly offset by an 

increase in non-mineral revenues, in line with higher wages, strong 

employment growth, and larger profits. 

 

Mr. Speaker, I shall mention briefly each of the three main components of 

revenue — mining and petroleum tax, non-mineral revenues and non-tax 

revenue — and finally project grants. 

 

The forecasts for Mining and Petroleum Tax are subject to unusual risks of 

variation in either direction, because the international prices for oil and 

copper are so high and so volatile. Conservative price forecasts are used 

deliberately, as it would be better to have to prepare a mid-year 

supplementary budget in 2008 allocating additional revenue, than to have 

to make spending cuts to cope with a revenue shortfall.  

 

The forecast increase in non-mineral revenues in 2008 would be even 

larger, but for a number of policy decisions, including the tax cuts 

contained in this Budget, and previous decisions relating to the phasing 

out of the mining levy and reduction in the Government’s share of gaming 

tax collections. 

 

Non-tax revenue is projected to fall slightly in 2008, because of lower 

dividend receipts from the Government’s share of Ok Tedi, in line with an 

expected reduction in the copper price.  Dividend receipts from the Bank of 

PNG are expected to increase significantly in 2008, in line with strong 

earnings on foreign exchange reserves.  Dividends from other Government 

assets, including IPBC and the National Fisheries Authority, are expected 

to remain broadly similar, although there is potential upside to this figure, 

given the increased profitability of these assets. 



                                                                        9

 

Finally, donor project grants, at K1,123.7 million in 2008, are projected to 

be higher than K879.1 million in the 2007 Budget.  Infrastructure tax 

credits are also projected to be higher.   

 

This brings the total estimate for 2008 Total Revenue and Grants to 

K7,201.7 million compared to K7,199.6 million estimated for 2007.  

 

4. BUDGET STRATEGY FOR 2008 
 
Mr. Speaker, I shall now outline the strategy which the Government has 

decided to follow in the 2008 Budget.  

 

The strategy contained in the 2008 Budget Strategy Paper, published in 

May this year was to use all of the expected “windfall” revenue for debt 

repayment, because of inflationary pressures and capacity constraints in 

the public and private sectors.  

 

However, since then, expected economic growth and revenues in 2008 

have been revised up significantly. In addition, the proposed new Medium 

Term Fiscal Strategy or MTFS for 2008-2012 provides a prudent multi-year 

framework for directing Budget resources to the Government’s priorities for 

economic development. 

 

The new MTFS proposes a different approach to the Budget Strategy 

paper, of funding ongoing expenditure in the recurrent and development 

Budgets up to a defined amount of normal revenue. In 2008, this is 

estimated to be K4,327 million, allowing an additional K300 million of 
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recurrent and development expenditure above the ceilings decided with 

the Budget Strategy Paper. 

 

As for mineral revenues above the normal level, since they cannot be 

relied upon in the future, a key objective is to avoid using them to fund 

ongoing expenditure. This should avoid the need, when commodity prices 

fall from the current high levels, to make difficult cuts in ongoing 

expenditure, or else borrow to fund budget deficits. 

 

The strategy we intend to follow, building on the Government’s use of 

“windfall” revenue in the last two years, is to utilize additional mineral 

revenues for long-term public investments, within the capacity constraints 

of both the private and public sectors, or for reducing public debt and other 

liabilities.  

 

Mr. Speaker, the 2007 Supplementary Budget which I introduced in early 

October allocated K1,637 million of additional mineral revenue.  It brought 

the total of additional appropriations since late 2005 to K3,819 million. 

Again in 2008, additional mineral revenue is currently forecast to be a very 

large sum — K1,676 million.   

 

5. EXPENDITURE PRIORITIES 
 

Mr. Speaker, I turn now to describe the decisions the Government has 

made about how to allocate the amounts in 2008 of extra ongoing revenue 

and of additional mineral revenue. 

 

In considering how the extra K300 million available in 2008 for recurrent 

expenditures should be spent, the key factors taken into account were: 
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where the funds are needed the most and the Government’s priorities and 

commitments; the present capacity of the relevant agencies to implement; 

and the speed at which spending should be increased. 

 
5.1 Increasing Recurrent Expenditure 
Mr. Speaker, the Government has decided to allocate the K300 million in 

additional recurrent funding in the following manner: 

• K105 million for increases in individual agencies’ spending,  

• K28 million to bring up to K100 million the 2008 funding for the 

National Agriculture Development Plan,   

• K100 million for the Education Subsidy,      

• K10 million to start an expansion of Education Services, 

• K10 million to start improving hospital services,    

• K14 million for reducing tax impediments to business, and  

• K33 million for relief for personal income tax payers 

•  — at a total cost of K300 million.      

  
5.1.1 Increases in agencies’ expenditures 

The Government has endorsed the recommendations of the Budget 

Screening Committee and the Central Agencies Coordination Committee 

for total recurrent and development expenditures of K5,283 million in 2008. 

This is K105 million above the overall expenditure ceilings. The extra 

amounts agreed for individual agencies’ spending will assist the public 

sector to fulfill its role and enhance service delivery. 

 

5.1.2  National Agriculture Development Plan 

The Government plans to spend K100 million per annum to implement the 

National Agriculture Development Plan. Because of unspent funds in trust, 
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a top-up of K28 million is provided in the 2008 Budget to make 

K100 million available in 2008. 

 

Mr. Speaker, this funding is provided to assist the agricultural sector which 

employs 87 per cent of the population in the rural areas rights across our 

nation. Key areas for intervention in the National Agricultural Development 

Plan include: food and horticulture; tree and industrial crops; livestock; 

apiculture and aquaculture; spices; and better research, technical services 

and management. 

 
5.1.3 Education 

The Government earlier this year announced a K100 million subsidy of 

school fees in 2007 and undertook to continue this, if possible. The 2008 

Budget provides K100 million for the subsidy of school fees in 2008 and an 

additional K10 million for the expansion of education services. The 

continuation of the subsidy in 2008 will assist parents of school aged 

children, while the additional educational funding will assist to improve the 

quality of basic educational services.  The K110 million additional 

education funding is on top of the K43 million already provided for in the 

2008 budget for education subsidies.   

 

5.1.4 Health services 

This Budget also allocates an additional K10 million for recurrent 

expenditure on improving hospital services. This is expected to assist with 

training of medical staff, supplies for hospitals and aid posts, and medical 

equipment – areas where there is a great need.  
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5.1.5 Tax relief 

The Government will continue to address impediments to doing business 

by abolishing stamp duties on borrowings; bills of lading; incorporations of 

companies; and insurance policies. In addition, the Government will 

abolish the debits tax, currently collected from Banks as a small charge on 

every debit they process – this will benefit business and other bank 

customers. These measures will remove these nuisance taxes for 

business at a cost to revenue of about K14 million in 2008, rising to about 

K20 million in 2009 when they will have their full-year effect. 

 

The 2008 Budget also provides significant tax cuts for individuals. Relief 

for personal income tax payers will be provided from 1 January 2008 

through raising the tax-free threshold from K6,600 to K7,000, as well as 

lowering the lowest marginal tax rate from 25 per cent to 22 per cent.  

These tax cuts will provide the greatest proportionate tax relief to low 

income earners.  A worker earning K18,000 per annum or above will 

receive a tax cut of K430 per year. The personal income tax cuts have an 

estimated cost to revenue of K33 million in 2008. 

 

Mr. Speaker, additional to the income tax relief provided to the employees, 

civil servants as a result of the new wages agreement negotiated with 

PEA, will receive a general wage increase amounting to more than a 

K1000 per annum together with other non monetary benefits.  This action 

by the government should enable the civil servants to improve their life 

style and also assist in their efforts to purchase and own houses.   

 

5.2 Additional Expenditure 
Mr. Speaker, before I describe how K1,676 million of additional mineral 

revenue will be allocated in the 2008 Budget, I would like to summarise for 
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the honourable members of this House what is being done with the 

K3,819 million which, as I mentioned a few minutes ago, was provided for 

additional expenditures through Supplementary Budgets in November 

2005, August 2006, November 2006 and October 2007.  

 

Some of these funds were used as top-ups of ongoing spending, and 

some for reduction of State debt and liabilities. But most of the funds have 

been allocated for investment purposes, reflecting the MTDS priorities, in 

order to contribute to sustainable economic growth. The transport sector 

has received the largest amount, with education and health also receiving 

large amounts.   

 

Of the additional funds allocated in these two years, in late October 2007, 

around 77 per cent remained in trust accounts awaiting expenditure, or 

was still to be released.  This should not be seen as failure to deliver, but 

as correct use of “windfall” revenue to pre-fund public investments. 

 

Mr. Speaker, it must be noted that it takes time to develop and implement 

high-quality spending proposals and given the large amounts involved, if 

they were all spent rapidly there would be wastage through inflationary 

effects, because of capacity constraints in both the private and public 

sectors.  

 

As well as providing the best value for money, spreading the expenditure 

through time encourages companies bidding for contracts to increase their 

capacity in anticipation of continued public investment, rather than have 

the boom and bust of previous commodity cycles. 
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Mr. Speaker, I shall now describe how the K1,676 million of additional 

mineral revenue expected to be received in 2008 is being allocated.  

 

The Government has decided to take a balanced and responsible 

approach by: 

• Reducing State debts by K200 million and superannuation 

liabilities by K150 million; 

• Providing a substantial increase in funding to District Service 

Improvement Programs of K534 million; 

• Providing K195.9 million for the National Infrastructure 

Development Program; 

• Adding K100 million to the pre-funding of State equity in gas 

projects and K50 million for Konebada Petroleum Park 

Infrastructure; and 

• Forming a K446.1 million package of various important Additional 

Priority Expenditures. 

 

5.3 Reducing State Debts and Liabilities  
The commodity price boom provides a once-in-a-generation opportunity 

when we can both invest in growth of the economy, and at the same time 

reduce the State’s debts and liabilities to more comfortable and 

sustainable levels. 

 

5.3.1 Superannuation liability 
In the 2007 Supplementary Budget, the Government allocated 

K250 million to reduce the State’s liability for the superannuation payouts 

of public servants, which then stood at about K1,600 million. The 2008 
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Budget allocates a further K150 million to reduce this liability, which will 

bring it down to about K1,200 million.  

 

As well as reducing the cost through time of the State’s liability, the 

Government’s payment of K150 million is likely to be used by Nambawan 

Supa for increasing its investments on behalf of members, especially in 

private businesses in PNG. From the perspective of developing PNG’s 

economy, this represents an excellent use by the Government of additional 

mineral revenue. 

 

5.3.2 Public Debt 

The level of public debt remains relatively high – although some 

substantial inroads have been made over recent years, with the ratio of 

debt to GDP falling by over half over the last five years to be currently 

around 34.9 per cent.  Repayment of another K200 million in 2008 should 

bring public debt down to about 32 per cent of GDP. 

 

This payment will free additional resources from interest expenses, which 

can be used for the expansion of basic services, for example in health and 

education in every year thereafter.  

 

This planned amount of debt repayment should also be seen as a safety 

margin in a Budget which is based on such a large amount of forecast 

mineral revenue.  Because of the volatility of commodity prices, there could 

be sudden large reductions of prices and resulting shortfalls in mineral 

revenue. The amount of K200 million is only 8 per cent of the forecast 

amount of mineral revenue.  
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5.4 District Service Improvement Programs (DSIP) 
Mr. Speaker, as I mentioned earlier, this Government has made it a priority 

to spend a large portion of the windfall revenue to our districts throughout 

the country where the majority of our people live.  To live to this 

commitment, the 2008 Budget provides each district with K1 million for 

each of the six District Service Improvement Programs, namely the District 

Transport, Health, Education, Water, Law and Justice and Agriculture 

Improvement programs at a cost of K534 million. This provision is on top of 

the K4 million provided for each district in the 2007 Supplementary Budget. 

Taking the two supplementary funding together brings total funding for 

districts to K10 million, a record not set by any other government before.   

 

Mr. Speaker, K10 million to the districts is a lot of money and I therefore 

must apply caution here.  Using the increased DSIP funds effectively and 

being held accountable and responsible for these funds will be a great 

challenge for district administrators. It will be important to spread this large 

funding over time, while spending plans are developed and implemented. 

This will avoid adding to the already building inflationary pressures, as well 

as ensuring that districts have the capacity of allocating the large increase 

in funds effectively. 

 

Mr. Speaker, it is for this purpose the funds will be placed in the District 

Services Improvement Program trust account, which was created as part 

of the 2007 Supplementary Budget, in order to allow for multi-year 

expenditure plans.  The district allocations will be spent strictly in 

accordance with Finance Instructions. 

 

Given the size of the enhanced funding for District Service Improvement 

Programs, it will be necessary to monitor and review the program on an 
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on-going basis.  Full accounting on the use of these funds will be included 

in regular public reports on the Budget – notably the Mid Year Economic 

and Fiscal Outlook and the Final Budget Outcome reports. 

 

5.5 Infrastructure – Major Projects 
In the Prime Minister’s State of the Nation Address to this Parliament on 18 

September 2007, he outlined the Government’s program for national 

infrastructure development during the next four years. This program covers 

all sectors, with the transport sector containing the largest needs for which 

funding has not yet been provided. 

 

The 2008 Budget allocates K195.9 million to the National Infrastructure 

Development Program. This sum will be held in trust until a five-year 

program for funding National Infrastructure Development is submitted to 

NEC and approved, so that the funds can be used for its next stage. 

 

5.6 State Equity in Gas Project 
The Government has not yet determined, in respect of LNG projects or 

other projects for commercialization of PNG gas resources, what amounts 

should be committed to State equity and how these commitments will be 

financed.  

 

But the need to decide those matters is drawing close, and because the 

Government remains committed to supporting the commercialization of 

PNG gas resources, the 2008 Budget provides another K100 million for 

the financing of State equity in gas commercialization projects. This will 

bring the total of funds set aside for this purpose to K600 million.  
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In addition, the Budget is providing K50 million for establishing the 

infrastructure of the Konebada Petroleum Park. 

 

5.7 Additional Priority Expenditures 
 Mr. Speaker, the 2008 Budget also provides a K446.1 million package of 

Additional Priority Expenditures (APEs) that are widely distributed and will 

provide direct benefits from the additional mineral revenue. The Additional 

Priority Expenditures are: 

• K50 million for national road maintenance, in addition to the K30 

million provided in the Development Budget, 

• K55 million for outstanding Memoranda of Agreement, 

• K40 million for a new Government aircraft, 

• K30 million for Rural Electrification, additional to the K65 million 

provided in the 2006 Supplementary Budget, 

• K30 million for Tertiary Institutions, this again is on top of the K50 

million provided earlier 

• K28 million for Land Reform, 

• K27 million for Public Housing, 

• K25 million for Maritime Boundaries, 

• K25 million for Lae Roads, this again is additional to the K25 million 

provided in the last supplementary budget, 

• K20 million for ICT Policy,  

• K20 million for Central City, bringing the total to K50 million including 

the K30 million allocation in the last Supplementary budget 

• K20 million for Technical Schools Maintenance, 

• K20 million for Misima Mine Closure, 

• K10 million for Cooperative Societies, 

• K20 million for Border Development,  
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• K15 million for Madang Marine Park, 

• K3 million for Lutheran University,  

• K3 million for the Buka / Arawa Road, 

• K4.1 million for South Bouganville Feeder Roads, and 

• K1 million for the Bouganville Regional Member’s Office. 

    

These Additional Priority Expenditures are to be one-off expenditures, and 

not additions to on-going spending.  Therefore if any of them continue in 

future years, they are to be absorbed in the Development Budget under its 

Budget Strategy ceiling. 

 

6. MANAGING THE RATE OF OVERALL SPENDING 
 

Mr. Speaker, including the allocation of additional mineral revenue which I 

have just described, the 2008 Budget provides for total expenditure and 

net lending of K6,999.4 million. This includes: 

• total recurrent expenditure of K3,636.3 million; 

• total development expenditure of K1,887.1 million, made up of K763.4 

million of GoPNG funds, and K1,123.7 million of donor grants; and 

• additional expenditures totaling K1, 476 million. 

 
This Budget, when combined with the drawing down of some of the large 

amounts held in trust accounts, can be expected to inject a substantial 

fiscal stimulus into the economy in 2008. Therefore, the Government 

intends to undertake actual spending in an orderly and prudent manner 

over a number of years, so that it does not create further inflationary 

pressures in the economy. This will require careful monitoring and 
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scheduling of actual spending, and is likely to influence future spending 

plans. 

 

7. GROWING THE ECONOMY THROUGH SUSTAINED REFORMS 

 
Mr. Speaker, the favourable rate of growth in the economy needs to be 

sustained through further structural reforms. 

 

Therefore, the Budget will be accompanied by promoting the 

Government’s reform agenda in critical sectors, through: 

• Maintaining a stable investment climate; 

• Enhancing competition and promoting private sector growth; and 

• Improving efficiency, effectiveness and affordability of the public 

sector. 

 

The Government will continue to remove impediments to businesses and 

investments, thus creating opportunities for further competition in key 

sectors of the economy, and to promote private sector growth. 

 

Mr. Speaker, the Government will continue its improvements in the 

management of public service numbers and the payroll system, using the 

Public Expenditure Review and Rationalization or PERR program begun in 

2003.  A new three year wage agreement that contains some significant 

reforms has been negotiated with the Public Employees Association and 

will be implemented soon. 

 

The Government is also committed to implementing best practices and 

transparency in financial management at all levels of government. It has 

made significant improvements in improving financial information and 
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communication technology. These improvements were undertaken to 

support whole of government financial management systems. Substantial 

inroads have been made into improving financial management over the 

past years and further reform is in prospect. 

 

The Government recognizes the importance of sustaining the district 

treasury roll out program and has provided an additional K15 million for 

this purpose in this Budget. The program will continue in 2008 to provide 

government financial services, complementing the expansion of funding for 

basic services in rural areas under the District Service Improvement 

Program (DSIP) which I described a few minutes ago. 

 

Substantial reforms have been made in the superannuation industry in 

recent years. The Government is committed to continuing with these 

reforms and will further address the remaining issues in this sector in 2008.   

 

A new initiative to be undertaken in 2008 will be the land reforms and the 

2008 Budget has allocated K28 million for this purpose. Poor management 

of land has been a hindrance to economic progress and investment. Some 

progress has been made in establishing the National Land Development 

Program to deal with land related issues. 
 

8. CONCLUSION   
 
Mr. Speaker, to conclude, let me summarize the key messages that 

underpin and guide the 2008 National Budget. 

 

The 2008 Budget is about sustaining economic growth, strengthening our 

financial position and improving service delivery thereby empowering the 
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people of Papua New Guinea. It reflects the sectoral priorities in the 

Medium Term Development Strategy. The recurrent and development 

expenditures give priority to areas of critical need, such as education, 

agriculture and improving health services.  

 

Mr. Speaker, we have substantially increased funding for the District 

Service Improvement Program in the 2008 Budget. This represents a 

significant shift of resources and responsibilities towards Districts, aimed at 

restoring basic services in the rural and remote areas. 

 

Large amounts of additional funds are also being provided for State equity 

in gas commercialization project and for the National Infrastructure 

Development Program.  The Budget expenditures, added to the funding in 

the 2007 Supplementary Budget, will bring the Government much closer to 

fulfilling the objectives stated by the Prime Minister in his State of the 

Nation Address to this Parliament in September 2007. 

 

Mr. Speaker, the Government intends to continue with the prudent 

approach of the proposed new Medium Term Fiscal Framework. To 

maintain fiscal responsibility, we have put a limit on increases in ongoing 

expenditures.  And we are continuing to reduce the State’s debt and its 

superannuation liability. 

 

The Government recognises that the large increase in spending in this 

Budget contains the risk of adding too much fiscal stimulus and increasing 

inflationary pressures in the economy. This will need to be carefully 

monitored and managed to minimize negative effects. 
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This Budget demonstrates how we are grasping the opportunity which our 

economic good fortune offers to improve the welfare of our people.  

 
Mr. Speaker, I now commend the Bill to the House.  


