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Distinguished Guests, Ladies and Gentlemen. 

 

It gives me great personal pleasure to be here today on the occasion of the signing 

and ground breaking ceremony for the Gazelle Restoration Authority programme 

of upgrading 19 streets and town roads in Kokopo, which is supported by PNG 

Sustainable Development Programme.   
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It is precisely this sort of infrastructure improvement, which enhances the quality 

of life of the ordinary people of PNG.  Better roads assist traffic flow and improve 

safety for all users, including pedestrians and, especially importantly, for our 

children.  Equally importantly, by freeing up traffic bottlenecks, they facilitate the 

quick and efficient transport of goods to and from the port, thus encouraging 

industry and creating jobs for people in the province.  I see this role, of removing 

impediments to business and improving the lives of the people, as the essence of 

Government responsibility.  I know that my colleagues from PNG SDP would 

agree with me that it also represents the essence of what PNG SDP is all about - 

achieving a better life for the people of Papua New Guinea.  

 

At the outset, I want to acknowledge our “partners in progress”, PNG SDP, which 

has committed K19.57 million to this project.  

 

A total of K322.4 million has been committed to the Medium Term Restoration 

Programme (MTRP) as of 31st March 2006.   Of the 116 MTRP projects planned, 

65 have been completed and handed over to the East New Britain Provincial 

Government, Administration and end users in communities. 

 

The upgrading of Kokopo Town Roads and Drainage is a priority under the MTRP 

and enjoys the strong support of all stakeholders; all levels of government; and the 

broad community. 
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National Economic Management 

From the improvement in macroeconomic stability to the introduction of 

competition in key sectors like telecommunications, the Government has made real 

progress in creating an environment conducive to private sector investment, where 

certainty of economic, fiscal, and competition policy has facilitated business 

certainty; where the State has avoided ‘picking winners’, but rather let market 

forces determine the successful players; where the increasing certainty of the 

business environment has encouraged investment; and, as a result, all Papua New 

Guineans have begun to share in the economic benefits.  

 

Fiscal and Economic Update 

Papua New Guinea now offers a much more stable macroeconomic environment, 

compared to the start of this Government’s term and the medium term outlook also 

looks favourable.  Our hard work to turn things around and embed good practice in 

economic management has borne fruit.   Consider the following: 

 

• Real GDP growth is projected to be 4.5 percent in 2007, which would mark 

the fourth consecutive year of economic growth outpacing population 

growth.   

 

• Inflation has fallen from 11.8 per cent in 2002 to a record low of 1.7 per cent 

in 2005.  

 
• Interest rates have more than halved in the same period – and are now 

broadly comparable with rates in Australia.  

 



4 

 4

• The Kina has recovered from being worth less than 20 US cents in 2002 to 

around 32 US cents now.  

 

• Government debt has fallen from 72 per cent of GDP at the end of 2002 to 

42 per cent of GDP at the end of 2006.  

 

• The budget position has successfully been turned around from a deficit of 

K450 million (3.9 per cent of GDP) in 2002.  

 

• Government expenditure in priority areas under the Medium Term 

Development Strategy has increased from 78% in 2005 to 88% of our 

development budget in 2007. This means that Government expenditure is 

increasingly directed towards areas where it will have the largest impact on 

Papua New Guinea’s poor. 

 

• Our foreign exchange reserves are at record levels, currently standing at 

around 1.5 billion US dollars. 

  

• The higher than expected mineral tax receipts in 2006 enabled the 

Government to introduce two supplementary budgets totalling K1.3 billion.  

 

Preserving the benefits of a commodity boom 

Importantly, the vast majority of these windfall revenues were directed towards 

development expenditure, and have not contributed to increases in unproductive 

recurrent costs or pressures on inflation or interest rates. 

 



5 

 5

Papua New Guinea lives in its villages.  We are particularly focused, therefore, on 

those sectors that provide employment and incomes to the large numbers of rural 

Papua New Guineans, such as the agriculture, forestry and fisheries industries, 

especially by facilitating economic activity through infrastructure improvement.  

 

Infrastructure 

Most relevant to the business at hand today, the Government is committed to the 

rehabilitation, maintenance and improvement of essential infrastructure to 

encourage growth in the private sector, which provides employment to the people.   

 

Roads exemplify the role of infrastructure, which constitute ‘public goods’, most 

appropriately provided by the State.  They: 

 

• allow individuals to engage in more trade and income-earning opportunities;  

 

• help the Government to deliver essential services; and  

 

• allow the private sector to take advantage of new opportunities.   

 

Road improvement in particular, increases safety for people, especially children. 

 

Under the Immediate Term Restoration Programme (ITRP), the Gazelle 

Restoration Authority, through its Project Implementation Unit, has provided 

construction, supply and consultancy work, extending over five years, with a total 

value of K60 million, out of a total of K219 million under the programme.   
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This project, supported by PNG SDP, consolidates a number of restoration 

activities commenced under ITRP and is aimed at a number of important 

objectives, including : 

 

• restoration of certain parts of Rabaul Town which is necessary to ensure its 

viability as the regional port for the New Guinea Islands region and District 

Headquarters for Rabaul District; 

 

• stimulation of economic diversification in the Province; 

 

• building institutional capacity for long term development planning. 

 

We are focusing on all infrastructure affecting rural people.  In addition to roads, 

money has been earmarked for rural electrification; rural telecommunications; 

airport upgrading; and other infrastructure.   It is these areas that need 

improvement to provide jobs and other income-earning opportunities where the 

people are. 

 

Developments in competition policy 

Competition is the most effective spur to efficiency.  Even the threat of 

competition improves the performance of monopolies.  In recent years we have 

seen considerable improvements in the services offered by State-owned utilities. 

Electricity outages are much less frequent, postal services are more reliable, and 

progress is being made towards better telecommunications links. Both domestic 

and international experience has shown that to maintain and build upon these 

improvements it is necessary to introduce competition. The Government has 

therefore taken significant steps towards the introduction of competition in key 
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economic sectors.  The international aviation sector now has two operators.  New 

routes are being serviced and some international and domestic fares have fallen 

substantially.  These developments have allowed the tourism sector to grow and, if 

sustained, this will mean additional income-earning opportunities for people in 

rural areas.   

 

In late 2005 the Independent Consumer and Competition Commission was given 

the task of selecting two new licensees to provide mobile phone services and the 

successful bidders have been announced. We expect these licensee-designates to be 

operational by mid-October this year.  This will have far-reaching economic 

consequences because telecommunications is an input into other businesses and 

performs an ‘enabling’ function throughout the economy.   

The introduction of competition in key sectors of the economy creates the impetus 

for wider growth and competition in other sectors of the national economy. This 

focus on competition, therefore, gives me great hope that the benefits of 

competition will increasingly flow to the people of PNG. 

 

Sectoral Reviews 

The Government, through the ICCC, has also conducted a number of sectoral 

reviews in 2006 which aim to inform the Government’s policies in coastal 

shipping, stevedoring and aviation.  These reviews are helping to increase 

efficiency and improve regulation of public services, which are required for rural 

development. 
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Removing impediments to business 

The Government is determined to allow the private sector to deliver economic 

growth by addressing regulatory impediments that currently constrain business 

activities. The Government set up the National Working Group on removing 

Impediments to Business and Investment several years ago to look at ways to 

lower the cost of doing business. This has had valuable results, such as efforts to 

reduce the number of days it takes to start a business and streamlining of business 

visas.  Similarly, the Investment Promotion Authority’s foreign investment 

certification process, which deals with applications from foreign enterprises 

wishing to do business in PNG after being initiated in 2006, will be strengthened in 

2007. 

 

A significant impediment to business is corruption.  No country, whether a 

developing or economically advanced one, is immune from corruption, which can 

range from influence-peddling by lobbyists to systemic governance problems and 

petty corruption. 

 

I know the business community remains concerned about corruption.  It is an issue 

we will continue to resolutely address at all levels of the public sector and in the 

private sector as well. 

 

It is worth mentioning that corruption has both demand and supply sides.  If 

corruption is to be overcome quickly, the business sector must do its part. 
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Gas and Petroleum sector 

As you will be aware, the proposed Gas Pipeline Project to Australia was recently 

abandoned because of escalating costs, especially on the Australian section of the 

pipeline. At the same time, rapid changes in world energy markets provide 

significant new opportunities for gas commercialization, such as in liquefied 

natural gas and petrochemicals. These developments led to agreement by all 

participants in the Gas Pipeline Project to pursue more attractive alternatives.  

 

New proposals are being examined as I speak. Additional exploration licenses are 

to be granted in the Gulf of Papua. The Government remains committed to the 

commercial development of our country’s significant gas reserves, and we are 

convinced that world-scale projects can be delivered within reasonable 

time-frames.  

 

A pro-active approach by the Government is needed in this sector, but it should be 

one which ensures that commercial considerations shape the projects pursued in 

the gas and petroleum sector in the coming years. Therefore, the Government will 

continue to play a facilitating role, offering  private participants the opportunity to 

compete with each other to expedite the development of our gas sector.  

 
All of this means that there will be opportunities in this sector for investment.  

 
Given the obligations that exploration and development companies have under 

various laws, we will continue to monitor developments and ensure that private 

parties meet their commitments and, consequently, that the interests of the people 

of Papua New Guinea are well served.    
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While the deferral of the Gas Project is a disappointment, the emerging 

opportunities for the development of our gas sector offers new and exciting 

opportunities for business and industry.   
 
Conclusion 

All of this work, - embedding macro-economic stability; infrastructure 

improvement; the introduction of competition to increase efficiency of essential 

services to business and individuals; and anti-corruption measures - are part of the 

Government’s efforts to promote long-term private investment in PNG, especially 

in the provinces.  This work is beginning to bear fruit.  It does not happen 

overnight and will require continued commitment and many more hard decisions.   
 
As we all know, a national election is imminent.  In light of the clearly-visible 

benefits of our sound approach to economic management, I fully expect that the 

new Government will subscribe to these principles and will continue to implement 

them strenuously in the future. 

 

For my part, I remain committed to serve you, the voters of Kokopo, faithfully and 

conscientiously, as I have done for these many years and, offer myself for re-

election to enable me to continue to do so.   

 

Thank you. 
 


