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SUMMARY

Underdeveloped enterpreneurship and inadequate 
capacity to identify viable industrial projects are 
major constraints at the level of the indigenous 
population for the growth of industry it Papua New 
Guinea. The basic approach of the study is aimed 
towards an endeavour to promote and develop enter
preneurship in this sector.

Development of infrastructure for industry and 
decentralisation of economic activity are identified 
as related, areas which require associated priority 
attention. A strategy appropriate to this background 
is recognised as essential for achievement of results.

An Industrial Estate is generally defined as "a tract 
of land developed and subdivided into plots according 
tc a comprehensive plan with provision for roads, tran
sport and public utilities with or without built-up 
(advanced) factories„ sometimes with common facilities 
and sometimes without them,, for the use of a community 
of industrialists". The Flexibility of adaptation is 
the special feature of this concept. Industrial 
estates have been adopted as a flexible instrument 
in many countries to promote and develop industriali
sation. The concept is identified as a strategy 
applicable to Papua New Guinea. The emphasis is on 
its role as a means to stimulate and promote national 
entrepreneur-hap, -ru the potential to contribute 
iowardt 2 chi-.vcmert of national cb; octaves..



4 The more import anl aspects oi t he Industrial Rstates
programme suggested in this report, are as follows:-

4.1 Industrial Estates is presented as a comprehensive 
activity which will steer selected national entre
preneurs through all stages of establishment and 
operation.

4.2 The Papua New Guinea Development Bank and several 
industrialists in the large industry sector have 
accepted uhe concept of the industrial estate and 
agreed to cc-operate in the promotion of nationally 
owned and operated feeder industries.

4.3 One such estate is recommended for location in the 
Gerehu Infusorial Area in the National Capital 
District as a Pilot Project to concentrate efforts 
anc. fer maximum "demonstration effect". Suitable 
land and immediate services are available in the 
area.

4.4 The Papua New Guinea Development Bank is identified 
as suited to undertake implementation of the Pilot 
Project. This institution is well oriented towards 
implementation of viable development programmes. 
Feasibility of the estate being undertaken as a Bank 
Project has been agreed to in principle. In recogn
ition of the national importance of the project, the 
Bank has made a tentative request to the Government 
for reservation of suitable land at Gerehu in Port 
Mcbesby.

7 .



3.

1.4.5 The national benefits which would be realised through 
the success of the Pilot Project are emphasised. It 
is suggested that implementation may be extended to 
the national level through a programme of inter
relationship between large and small industry under 
the sponsorship and management of the Papua New Guinea 
Development Bank. It is recommended that the Govern
ment ensures that co-operation is extended by its 
Departments and Agencies to the Development Bank on 
this project.

1.4.6 Provision of appropriate supporting services and in
centives co-ordinated by a suitable agency is recognised 
as a prerequisite for achievement of objectives of
the Pilot Project.

1.4.7 Small scale industry functioning as ancilliary units/ 
sub contractors to large establishments is identified 
as an area with potential and prospects for success.

1.4.8 Definitions of size based on investment or employment 
limits are not applicable at this stage. Introduction 
and promotion of a modernized sector of industry on
a scale permissible as "Small" in the national context 
is the real need.

1.4.9 Goals of employment and productivity, consistent with 
the viability of the project and creation of environ
ment in which new enterprises can operate and develop 
as viable projects is emphasised.
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1.5 A proposal of the Western Highlands Development Cor
poration to set up an industrial estate at Mt. Hagen 
is presented. This project among other objectives 
promotes the decentralisation of economic activity.
Support of the National Government is recommended for 
the project. Such action would demonstrate the principle 
of joint responsibility of National and Provincial Govern
ments for overall development of the country.

1.6 Establishment of an estate at Lae in the Morobe Province, 
is envisaged as an early followup.

1.7 Shortage of serviced industrial land is reported. Com
prehensive data on industrial land is not maintained.
A Directory on Industrial Land has been compiled as Part 
II of this report. Further work on this Directory to 
provide information to Government Planners as well as 
potential investors is recommended.

1.8 Knowledge of the national population on the scope and 
potential of modern industry is lacking at present. It 
needs to be stepped up very much. Some "Feasibility 
Studies" undertaken by Government Departments are delayed 
or remain inconclusive for too long a period. Standard 
studies such as Fact Sheets, model schemes or industry 
Profiles will stimulate interest. Small industries could 
be set up on the basis of such studies. Effective im
plementation by government, as an important function of 
its responsibility for promotion of industries is recom
mended
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1.9 Provincial Governments need to know their resources 
and potential for developing industries. Through 
preoccupation with initial tasks and problems of 
setting up provincial administration, this aspect 
has not îeceived sufficient consideration. Priority 
attention is recommended for collection of data and 
study of potentials as a regular and continuing 
activity of the provincial planners.



6.

2.0 INTRODUCTION

Reference to the Nationally accepted 'Eight Aims' 
of Papua New Guinea which constitute the basic 
approach of the country towards its development 
objectives, and the guidelines set out by U.N.I.D.O. 
on possible achievements by an Industrial Estate 
Programme are given below, as an overall introduct
ion to the scope of this study.

2.1 Eight Aims of Papua New Guinea

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

More equal distribution of economic benefits, 
including movements towards equalisation of 
services among different areas of the country.

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

An emphasis on small scale artisan, service and 
business activity, relying where possible on 
typically Papua New Guinean forms of business 
activity.
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A more self-reliant economy, less dependent 
for its needs on imported goods and services 
and better able to meet the needs of its 
people through local production.

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

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

Government control and involvement in those 
sectors of the economy where control is necessary 
to achieve desired kind of development."

2.2 UNIDO's Guidelines on Industrial Estate Programme

The United Nations Industrial Development Organisa
tion's guidelines of possible achievements by an 
industrial estate programme adequately supported and 
co-ordinated with other development programmes are 
as follows : -
"Contributions to economic and industrial development 
Industrial Estates serve :-

a. To promote more rapid industrialization of the 
country;

b. To increase national and local employment;
c. To achieve a more balanced regional distribution 

of employment and production, and consequently 
more balanced regional growth;
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d. To attract private investment, both national and 
foreign ;

e. To promote the development of small national 
industries ;

f. To bring industries and industrial employment to 
rural areas ;

g. To induce structural changes in production and 
employment, especially diversification;

h. To encourage more affective use of resources 
through the development of large-scale industrial 
complexes, including diversified industries of all 
sizes, centered on major projects such as portf 
airports, railroad and highway junctions, power 
plants,oil refineries, steel mills and chemical 
plants :

i. To improve product quality and increase productivity;
j. To train labour and increase its productivity;
k. To achieve economies in investment in public 

infrastructure ;
l. To reduce cost of capital investment to the 

industrialis e ;
m. To eliminate delays for the industrialist in 

obtaining a suitable site, utilities and buildings.

Contributions to urban and regional planning as part of
urban and regional Industrial Estates serve :

a. To promote decentralization by preventing or 
checking excessive concentration of growth of
single urban areas, especially large metropolitan
areas;



b. To increase the economic, productive and employ
ment base of urban communities ;

c. To requlate the inflow of industry and to guide its 
orderly location within the metropolitan area ;

d. To strenghten the economic base of small and 
medium-sized towns;

e. To provide an industrial base for new towns;
f. To preserve the most suitable urban land for 

industrial use;
g. To provide a more, healthy and attractive urban 

environment ;
n. To minimize distance to work and to reduce load on 

the transport system;
i. To maximize efficient land usage;
j. To integrate urban marginal population into the 

productive industrial system;
k. To reduce cost of land and development;
l. To provide sites to relocate industries displaced 

by urban renewal projects;
m. To protect residential and other non-industrial 

areas from nuisances created by industry;
n. To achieve economies in the provision of urban 

services utilities."

2.3 PROJECT BACKGROUND

The United Nations Industrial Development Organisation 
has promoted the establishment of Industrial Estates 
in developing countries as one of the tools for an 
integrated programme of small industry development,

/4 r



and a number of Industrial Estates have been 
established in developing countries during the past 
ten to fifteen years. Further, the activities which 
have been ccirried out by UNIDO as a whole have 
emphasised the strengthening of indigenous capabilities 
of the developing countries.

2.3.1 Studies of the experience of application 
and evaluation of industrial estates in 
several countries lend support to the 
view that the industrial estate concept
is now recognised as a flexible instrument 
which could be adopted appropriately to 
promote and develop industrialisation in 
a developing country.

2.3.2 Interest in the development of Industrial 
Estates has been onviced in PNG over the 
past few years. Within the Department of 
Labour and Industry, arguments in favour 
and against, the idea have led to lengthy 
exchange of memos. While the concept in 
broad terms fitted into the national 
objectives of the country, it did not receive 
priority ranking in its implementation
programmes.
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2.3.3 Against this background, a Small Industry Expert 
Team from India sponsored by UNIDO made a 
study on ''Potentialities and Programmes for 
development of Small Industries in Papua New 
Guinea", in 1974. The Teams' recommendations 
included the establishment of sixteen industrial 
estates to be provided with 68C factory sheds 
at an estimated cost of twenty million dollars 
($20,000,000) excluding cost of land. Government 
did not set up any estates. The interest in the 
concept however continued and the Government 
through the Department of Labour ar.d Industry 
made a request to UNIDO in 1979 for consultancy 
assistance to assess the role and potential 
of industrial estates for Papua New Guinea.
This report is the result of the Consultancy 
assigned by UNIDO for the period February - July 
1980.

2.4 SUMMARY OUTLINE OF OFFICIAL ARRANGEMENTS

Duty Station - Port Moresby
Date of Reporting - 12th Febraury 1980
Date of Completion - 2nd August 1980

Co-operating Government
Agency - Industrial Development Division

of the Department of Labour & 

Industry under the Ministry of
Commerce and Industry.
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Reporting Contacts - UNDP Port Moresby

- Mr. T. Unwin 

Resident Représentâtive

- Mr. K . McGrath

Deputy Resident Representative

Mr. A.H. C’ureshi

Assistant Resident Representative

Reporting Contacts - Cooperating Government 

Agency

Mr. Edward C. ( wen

O.I.C., Industrial; Planning Branch 

Industrial Development Division

hr. Gonzales Reynaldo

Projects Officer (industrial Services)

Industrial Planning Branch

Counterpart Officer 

Mr. Peter Bonny

Research Officer, Industrial Planning Branch

Adequate arrangements were made and much assistance was 

rendered by the co-operating Government Agency in matters 

relating to office accommodation, transport, counterpart and 

secretarial assistance. Guidance and assistance were readily 

offered and rendered by the United Nations Development Programme, 

'Representatives' and * he i r stati. .
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2.5.1-Promotion and development of indigenous entrepreneurship 

in Papua New Guinea for industrialisation of the 

country, is the major objective of this study. Re

cognition of the existing dc ficier.cies in this regard 

and supportive measures to help overcome tnis hanaicap 

are an integral part of tins objective.

2.5.2 Development of a suitable programme to be implemented 

by an existing Nations. Agency. The Industrial Estate 

concept is identified as an appropriate instrument

by which the objective c sb, a be achieved.

The setting up of one Inousuriai Estate in the National 

Capital I istrict ,- s a hi mb. Project, for ‘’Demonstration 

effect" to be ironsen.or.res by she Papua New Guinea 

D vclopment Bank, is er.v. s*„ycc; as an early move.

2.5.3 Recognising the role of bn.aii Scale industries and 

their suitabi1ity for location in the proposed estate.

2.5.4 Enlisting the participation of large industries to 

promote small industr ¡/ s as feeder units.

2.5.5 Setting up an information system on essential data 

such as availability of industrial land, its uses, 

infrastructure facilities etc - for ready reference 

by Government ar.d prospect ive investors. This is an 

urgent need in the cord,ext of shortage of serviced 

industrial land for IndusLry.
A Directory of allocated industrial land has been

prepared and is suoiru t ■ < s: -is fur' ri si tnis report.

2 S Objectives o*' t t-
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2.5.6 Recognising the importance of dissemination of inform
ation to the public on the scope for development of small 
scale industries through standardised studie,- .. such as 
Fact Sheets, Industry Profiles or Model Schemes 
Communication to the public in this regard in virtually 
non existent.

2.57 Speeding up procedures for allocation of land,
providing appropriate guarantees and other supportive 
means to Provincial Government or their agencies as 
a means of developing an Industrial Estates Programme 
as a tool for the integrated development of Small 
Scale industries on a decentralised basis.

STRUCTURE OF THE REPORT

2.6 The report is presented in two parts. Project findings 
and Recommendations are contained in Part I. The 
Second Part is a Directory of allocated industrial 
land throughout the country. Over two thousand five 
hundred allocations made up to July 1980 have been 
covered in this work and information on section, allotment 
numbers, occupancy and activity is presented. Physical 
verification of occupancy was not possible due to the 
large number of allotments covered.
Followup work that is required has been indicated and 
recommended in order to provide to the country a much 
needed information system on industrial land.
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These are grouped in relationship fc: -

a. the rr.air. i ̂ ooreiendat i on

b. related recosnuiidtioin ,

3.0 FINDINGS

3.1 IN RELATION TC THE MAIN rLFCOKMENDAT i C*.

Lack of entrepreneur s nip among the indigenous population
and the need to ntiraui ate end accelerate its development
is the basic issue that. ;.s' com.a up ir. this study. In

this regard :i~e foil '-. ; coneidoraticns are essential.
The manner ir which 1 vT ■cue •: ndust.r ialised highlights
the position. '■'he .■■/, i _ueu " ir- o f . a weli. organised foreign
sector with high technical ¿n-.i managerisl skills and 
entrep tene :.ru " no a ■ . r.o t r.e ns.clone 1 population — an al
most non •: x u  ::nr ~d i • u'.o.. u sector -  is t ne picture.
Industrla 1 isauio,. of the cour try i n  the desired direction

of promo . i;n; : ..gain ,-r e cer.: ereur s' d p has to be

supporte!. T.i -wi l l  red- 'axe p i e c e  on its own. In this

regard there: ru -hr he. 

essentials : -

. ov , no ■.-c.rioiderat ions are

3.1.1 An entrepreneuri* L career essentially comprises bringing 

together personal maroria1 and non material resources 

in new and profitable, combinations. This involves risks 

and requires a readiness or the part c>i: the entrepreneur 

to experiment with relat ionships ar:o various strategies. 

Often he : s faced vith multitude?, of pro% lems which 

demand derision 'vr: Thus, oaparity to identify,



plan, establish ar.c o,;era^ an industrial enterprise 

is the very ..Truncation of industrial development.

3.1.2 Taking into account social end cultural parameters,

any limitation =C rho irr•' i'jer.oas porrai a tier, or Papua

Pew Guinea in regard to :f ac '• cr s sucr. c. s organisationa.1

capacity, attitudes in*'a;: is tan ina risks, innovative

and exploratory tendero., machin::..,- shills, attitudes

towards regularity and r t see r.sic ■ c t y - are viewed 
against the un i  rr . i  eed  p en* i a ’ o l  t u r  n m r  race to
learn new concepts, acqc r..- :¡ev; s k i l l s  and undergo

change in attitude.

3.1.3 The r a t e  o f  t h e s e  ct n.ge s s e r r i c i  ,;>y p r ev io u . - ,

e x p o s u r e s  to  s m u a r  m  ■-_ u t  ; one-, and t o  a p o p u l a t i o n

that i s  n o t  f ami 11 i s  n l : n i; he c o n c ep t ,  o f  c n i u s t n a l i s -

a t i o n ,  t h e  rc ;c £o r an. lu i r i & v :  s u p p o r t i v e  a s s i s t a n c e

becom es  a l l  i k e  more  m  1• ■•rant a n d  i n d i s p e n s a b l e .

3.1.4 The Industrial estate toucep f  i s  a log'cal extension

of the inclus'..rial a r e a . doth a c e  ferret  o f  industrial

clustering. r.o r v,: c o ri r  only improved sites.

The estate co-tv . ;o: o ■he provision ol serviced

industrial lead and r h-'e lO-w I incentives such

as advance fat..ary on;. a;L r conait facilities and

services, continuing r  - vyem.-nt,  iitomial assistance

and other support . this influence ' - .'li 1 he considerably 
stronger than the provision of industrial land alone.
In Papua Pew G a i n * ■ a , a .-ysfcom. of ¿tor. ing is anapted and
the scheme of aliona tm > serviced industrial land is

already in exj at :<v<- ! 1
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3. 1 . 5 A sy'it' em u t ; .ii. t. i'ci ic. v . ii:4ustr ic L 0.1 ear l s 

adapted m  PMG at present. S.-vaii industrial estates 
could be located er the same tract of land. This will 
enable achievement o_ economics .in development and 
buildings cco . - f ' exilv.. 1 ;  n land uev. end iaclitates 
urban planning. " r- ; estate would group to
gether standardi s x- d •'ar-^nea. uo-.t3r.on services ar.d 
facilities. I: pilot-':, hcrefere the physical identity 
of the area and the : will oe maintained.

3.1.6 Location c t ¿ ria l. : r.-m e ■ ,.n c ■.w- .'¡.mediate n eigh-

bourhood of lure' .. ' . i as >.ouensure.- complementary
relationship i” . ~v ax subcontract ing oetween
large and smaiГ .. " I -  r '.es . fuel. v: car -.on would also 
facilitate a rational e -u : - о .сло.. uetvev-o industrial
and resident : : л: ’ r . u the гra.r.ework of urban

develu fti.P g r . ' _■..no Act of P't; provides for

conato . упь • r ..~j  ; U r .  c-l 30 It:r.g up of industries

which could pr(..vide tor a closer :. n<"egret ten between

the t --о land ni e s ' : : : . ?. ...i-: i. : erf. reu.di:icr. In the

context of the lim.1 ed ¿.VAI i.d O: fi-v .it serviced land

in Papua Tew 0 enea t-.Ls eg;.rearh lies much significance

The concession s V 8 . . . , . ecemiiy to a :argi industry, dew

Guinea Industr ... e n, _ .:•/ о ...ion ;r v.he Gerehu industrial

area in the -Jarione". Termini 0,T..riot se.-ves to locate

employment opportuni' u . -?s ; a o.,.ose proximity to place of 
residence. The project under refer enee is to provide 
employment for two hundred persons frc-m toe area and 
the concession::, a ncluiod -among others exemption from 
advertisement , wrivnr v prepi'im sum and c special 

residence in > ■■ 'A . p '• 1 .■ ■■ -



3 .] .7 Assista:'c ~t r ■ r , r •• • < • r- v  '-r- r<r.o weakness
specially ; o-e •: runt;--es or ..c. : cf

factors rrr' :• -acr .cary .- “b h e c r ; h. r-y managerial

skills di f r ..1 ;... -, r. i v .-.y: ar ■ : - •. c: o _ r. cî a : ■ e

easy tO pri'Oj : - . ' : .• : . 

as an esta ce

rr : _ ci r i ocotion

3.1.8 Provision ci • . - ‘

Workshop fcCir: i. - .... ' t 

afford indep-t m;. r •; • '•. : . . ' m'. i '

. r .. :v -’O cannot

heat treat.'--.-ni ;rr y- .o- y :.“''in- , obtaining

quality v '; - o ■ o '■ c. - 

an estate .. - • . - ■

f toi 1 ...... ,y o c m  ch

3.1.9 Developmerr. c... r ne : .h o r t l . :-on Lisse i activities

is idem - - ’ : "t ' r h y-ter;t;rL arc prospects

for sucessc- ■ r ■ ■ ; r. rased on

the oxi. d o t  r.- .. ■: o . ■ ■ ‘ ."-m o ' m  m> .. ibv.stry sector

and the it ■ -j't-.la" ' y • ■ r •-■>e'. c ..t artab]rshed

between l.c :r • j - a d tea : orale m m  es 

a national ■ . oec r :.ve

iri , - ensuring

3.1.10 Definition ri" . ' • r mit r:t'C^cv at the

present stare -y m  y e m m  ,■ -r ; <■■ or. red smbie

as small : n .ht r - • '"t cxr ce■ J hi or adopted in

relation r ■ v,;-. c : o y. ■ s.,.mat ri.-..-'a:Cti les. Develop-

ment of bra.; n m .. i cm ; > •-,een ..m : he direction

and scale o." o; m. : ' r: rumu^di. The characteristic

features of h-.ali mm....  c '■?:■ •"

These irr: rin

; ippr>rt to this view.
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Small Scale Industries play a key role in the 
Industrialisation of many developing countries.

Compared tc large industry, small industries 
require a relatively smaller market and shorter 
gestation period.

Small Scale Industries have a comparatively 
higher labour/capital ratio, and relatively 
lower investment in absolute terms.

Small Scale Industries promote a diffused pattern 
of ownership & location and stimulate the growth 
of entrepreneurship.

3.1.11 - The Industrial Estate is an effective means of
which development of infrastructure for industry 
could be speeded up. Decentralisation of economic 
activity is another important feature Oi. national 
development which the industrial estate could 
assist to achieve.

3.1.12 - In the context of the underdeveloped entrepreneur-
ship and inadequate capacity of identifying viable 
industrial projects, provision of supporting 
services and effective co-ordination by a suitable 
agency is a prerequisite for achievement of the 
objective.



towards promotion of indigenous enterprises. The Bank 

has agreed to co-operate in this programme. The 

Consultant initiated discussions between the Bank and 

the Department of Lands.. Surveys and Environment, and 

the Bank has applied for tentative reservation of tana 

at the Gerehu Industrial area.

3.2.1 PNG Development Bank has with it funds of the Asian 

Development Bank specially meant for small scale 
industry development. The PNG Development Bank with 
i:s own reiourc... a sc. G... >■ , C . B . I n is ic. ir. a position 

no finance the proiece. This wouta - -1;^ve the 

Government of the direct financing.

3.2.2 The Consultant also discussed the project with 
existing large scale industrialists. Both the Bank 

and the industrialists have agreed to co-operate in 

the national venture of establishing an industrial 

estate as a Pilot Project in the Gerehu Industrial 

area. This estate will serve as a demonstration 

effect.

3.3 Large industries are capable of making location

decisions on their own. They have the resources 

and expertise to acquire and develop the site chosen 

by them. The attention required to be paid to large 

indu;tries in this regard would be allocation of 

adequate land or sites in locations that are suitable 

both from ihe industry and social point of view.

3.2 The Development Bank of Papua New Guinea is oriented



zo-.ts would serve this purpose.Industrial an;:.'- o 
The recer : al. occtim rf  ̂and to a large scale Steel 
Fabricating Place in tne Gerehu Industrial Area is an 
example of the recognition and support given by Govern
ment for the cev.-iopment of large industry in locations 
beneficial to both industry and the community.
Further, large scale industries have the capacity 
or access to facilities and resources to undertaxe 
feasibility studies and meet technical and other 
management requirements. They do not require 
assistance or incentive in the form of industrial 
estates for this purposes.

3.4 Foreign investors who seek to invest in P.N.G. in
response to the invitation by Government through 
incentives offered, by the same argument applicable 
for large industries. v?ould require allocations of 
adequate land ;r s_tes in suitable locations. They 
would be coming into che country with their own 
resources and the skills.

Decentralisation of manufacturing operations and 
creation of cells which could contribute identifiable 
components or assemblies which could be put together 
in a central location is a trend that is fast develop
ing. What is important and beneficial from the 
National point of view is to develop an indigenous 
sector, the existence of which would be an added 
attraction to foreign investment. The case for 
creation of Export Promotion Zones or Industrial 
Estates for foreign investors is inapplicable in 
t- he present' -face of dove ..oprtbnt of the country.



3.5 In relation tO Jtile -Oiiuviendat Ions

Only about 3% of the lend area of Papua New Guinea 
is owned by Government. Much of this is within the 
Urban Areas throughout the country. Addition to 
this supply could take place only by Government 
acquiring ownership of traditional land. Mandatory 
coversion of free hold or traditional land is under
taken by Government with much care and caution.
Areas within the Town Boundaries are toned for 
different uses by the Town Planning Division of the 
Department of Urban Deve.' opment. The Department of 
Lands is responsible for advertiser.tent and allocation 
of lands recommended by the Town Planners.

3.6 Leases granted by Government within the town
boundaries are for specified purposes. These are:- 
i.xght In "ustj.mul; Heavy Industrial: Commercial: 
Residential: Special Purposes (Schools, Recreational 
Areas etc,) and Mission purposes. The lease period 
is 9? /cars ana such leases are for sub-divided and 
¿erviced allotments. Replenishment of the stock 
of land is effected ■: a  ouch forfeiture action against 
non users of ânci and extension of urban land. The 
procedures relating to these are involved and addition 
to the existing stock is consequently slow. A 
limitation in many towns is also serviced infrastructure, 
^ack of it, or its operation at maximum capacity is 
the feature. There is a shortage of serviced 
industrial land. > This shortage is described in 
Government Departments os acute and chronic.
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In addition, allocation procedures are complicated 
and time consuming. The need to simplify procedure 
and reduce time factor is considered as "a very 
real and immediate need:.

3.7 There is provision for development of raw land under
a scheme known as 'Town Subdivision Lease'. Such 
leases are issued for five years with renewal option 
and the lease holder develops the service infrast
ructure. Individual allotment could then be trans
ferred by him at market prices, conditional upon 
the grant of individual leases by Government over 
the created allotments. The importance of t M s  
scheme is two fold:-

The arrangement speeds up allocation of land 
and it increases the supply of serviced indust
rial land which is of much relevance in the 
context of the shortage of such land for invest
ment .

The private industrial estate was developed at Lae 
in the Morobe Province on land obtained under such
a lease.

The Consultant worked closely with the Managing 
Director of the Western Highlands Development Corp- 
oretion Ltd, on a proposed 10 Hectare Industrial 
Estate for the Town of Mount Hagen in the Western 
Highlands Province. The proposal is at Appendix 8
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Land Allocation m  P.N.G. is being provincialised 
through the establishment of provincial land boards. 
These boards have been set up in seven of the 
nineteen provinces in the country, This policy is 
seen as a means uo enlist participation and infuse 
a sense of responsibility on the part of provincial 
government towards meeting the land problems. It 
is an integral part of government programme of 
decentralisation. In order to be effective it is 
necessary to allocate a greater of responsibility 
to the provincial governments.

In view of the importance of setting up an inform
ation systems on industrial land, the consultant 
worked on the compilation of data on allocated 
industrial land throughout the country. Over 2500 
allocations were covered. Physical verification was 
not possible due to the large number of allotments 
covered. The Directory of industrial land is 
presented as Part II of this report, subject to 
verification. The tabulated data presented indicates 
a distribution of the use of allocated industrial 
land, broken down into industrial use, non industrial 
use and vacant groups shows that each of the groups 
share an approximately equal number of lots, The 
total area of land in industrial use cannot be 
expressed due to the unavailability of data on the 
area of some of the lots. Yet arguments may be 
presented in favour of a situation in which a part 
of the land allocated for industry is used for non 
industrial. pur;.o..es or r.or used, a4" ili a'd r- rnnin
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»

The criteria adopted for non industrial uses area :-

(1) Wholesale activities
(2) Commerce
(3) Offices/Missions/Churches
(4) Fuel Depots/Oil installations
(5) Finance/Inport Export Companies
(6) Real Estate
(7) Government Departments

Some of the non industrial uses listed may have 
indirect contribution towards industrial use.
Though the use of land allocated for industry, for 
non industrial purposes may not be illegal, such 
use is not desirable. Compilation of data on 
allocated industrial land with physical verification 
should be carried out. Such work should be obviously 
a continuous one. This aspect forms the basis of 
a recommendation that is being made.

3.10 Inadequate capacity of identify industrial opport
unities is a deficiency at the national level in 
many developing countries. The public therefore 
have to be informed on the scope for setting up 
of industries this could stimulate the emergence 
of entrepreneurs. In Papua New Guinea information 
available to the public on potential industries 
is virtually nil.
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3.11 The Small Industry Research and Development Centre 
of the Department of Commerce undertakes studies 
with a view to "hiving off" projects which could be 
set by small industiralists on their own. These 
studies are in the first instance tested out for 
their technical and commercial feasibility in the 
workshop of the Centre. In practice the prelimi
naries to hiving of projects have extended to con
siderable periods of time and effective dissemination 
of information by way of any model schemes for 
duplication of projects has not taken place.

3.12 The Industrial Development Division of the Department
of Labour and Industry has a programme for feasibility 
studies. Thirty four projects have been listed for 
studies over the past two years. These are indicated 
at Appendix 9 of this number, one had been
completed and a commercial operation has been estab
lished on the basis of the study. Three more are 
planned to start production soon. No action was 
proceeded with an eight studies due to lack of staff. 
Twelve studies remain inconclusive. The major 
difficult in the way of the Division carrying out
its feasibility studies is the lack of staff. Hence 
studies are undertaken intermittently. It was also 
observed that the Division was called upon to carry 
out a variety of assignments and in doing so, with a 
limited staff, feasibility studies remain pending.



3.13 A situation is thus seen where there is no knowledge 
of who the potential rational entrepreneur are, what 
their interest and capability are. Information 
obtained from the Registrar of Companies show that 
only 360 companies of the 2000 registered were fully 
owned by nationals and these were engaged mainly in 
agricultural activities and trade stalls. The 
information obtained from the Registrar in respect 
of nationals and other business groups has been 
handed over to the Industrial Development Division 
for follow up of action in regard to the interest 
and capabilities of nationals already engaged in 
activities from which they could emerge as indust
rialists.

3.14 The National Investors Scheme, and incentive measures 
introduced by government has been in operation for the 
past six months. It is meant to assist new national 
investors where investment in the project exceeds 
K125,000, Assistance is offered for feasibility 
studies in addition to other loan facilities by the 
banks, and the government directly. Application for 
feasibility studies were received from three parties
- two for fish processing and one for clothing 
manufacturing. One of the two fish processing 
projects required K300,000 for feasibility studies. 
This was not approved and sponsorship of the Asian 
Development Bank was sought. A problem arose over 
the consultancy of the feasibility studies for 
clothing. The study was estimated at K9,000 and 
the project is not being pursued. This position

(contd/...)



3.16

servec
b- t_ t ir
iritenti or ir t'_

rn-.r rye;opriate reas:n iifv 
m i r r o r e d  by g o / t r r r e r :  w r s r t  :...•:

• s i s t  sr.a.i.'! r e a le  nat io tc- l  eves'tors .

ate after ar. -=..r:. ' iCxfd. a to . ?.■*- t-'-’e

infornai icr or. rsrt as i
prod

r.-.'i: I

They will s‘r vr .sv j. r e . : . . or ’."'Tr^c ■_ ive

investors. P o -..in rial ■■>..•.<•_ r_ 1 nd u s ■_ r i ± i s a s cr-v 

benefit. :d for .ii.oh ..tit:. r,ji. ion . pubi.-vicc ¡vary

Vi .. Vie vie’- ' .v,r_vi.:-, ■ f - sta : citi
of  b a r i c  Pci- ;  a s . t ;  t  • i • : . i  v

ant ... ,n.o.. > io 1 •... jX. -,;;v o r  '' Ci<- i>? o.-

ina 3-jppiy ■. ;r*:> ao aro. a t io: an. go.
■ go7srnre. it. Tt ■ ' ; * : oven .led * ; ■. ■

i o r t y  .fli 11  Vi rir.o. , / A - j . 3 0 0 . 0 0 0 . 0 0 ,  u  

. ere prxchdfirsi by governa- r f at i .¡. r •. to 

irose correrei vere

a . coi.lection 

; in ■'• o. Wort?
t" ; 7 w bs f-igLC "J OV
-dpT' at’-'Z. r. ’be' h O 5. •'
ah of goods
r .;t a menti v-.

Na ’ ion a : Capi - 6-id.; .• :
Vo robe Province -■ T.ao
Madang Province - F.a da-g

J



Purchases were classified according to

i) Imported items -
Direct imports by the Division of Supply 
Indirect by local suppliers and agents.

ii) Locally manufactured items.

Preliminary information on a few grants indicated 
the following in regard to imports and local manu
factures .

GROUP SUB
GROUP

LOCAL MANU
FACTURE

DIRECT
IMPORT

INDIRECT TŒ A L  
IMPORT

Vehicles Bicycles 
& Spares

Nil Nil K53584 K53,684

Agricultural Sprayers
Garden
Equipment

K23,580 K262,679 N73,603 K359,862

Hardware Screws 
Nails 
Rivets 
Misc.
H 'ware.

K102,223 K37,263 Nil K135,496

Furniture Domestic
Furniture
Office
Furniture
Camping
Furniture

Kl,555,219 K255,977 K255,977 K2,640,022

Clothing Safety K, 87,326 K556,901 K519 Kl,044,746
clothing 
footwear 
Inter
changeable 
items 
Correct
ive ins
titutions 
Health 
Depart
ment 
Marine 
section 
Police 
Depart
ment
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Station- Office Nil K313,789.52 Nil K478,134.52
ery access

ories
Office
supplies
Office
station
ery

The consultant initiated this action in order to indicate 
that information source on markets could be used to 
publish informative fact sheets which create an interest 
in the scope of industrialisation in the general and 
small industry in particular. Likewise, contact was 
established with the Department of Minerals and Energy,
OK TEDI Development Corporation and several others to 
establish the wide range of the canvas that is available 
for market information. All data obtained were passed 
on to the Industrial Development Division of the Depart
ment of Labour and Industry.

3.17 The Small Industries Division of the Department of
Commerce has a network of Business Development Centres 
spread over the country. It was not possible to obtain 
data sufficient enough to make detailed observations.
The main area of activities of the Department fall into 
the following broad catagories.
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a. sericulture project
b. handicraft section
c. small industry research and development centre
d. special projects
e. industrial extension services
f. headquarters administration and technical inform

ation services.

The special projects operated by the Department of 
Commerce in various provinces include activities such 
as weaving, pottery, shell products and silk screen 
printing.

3.18 The problems encountered by the Small Industries
Division in the annual report of the Department for 
the period ended December 1978. A relevant extra 
is as follows :-

"It must be pointed out that even though we can 
enumerate all our inputs in terms of technical 
and managerial assistance, training, research 
etc. and do so as much as we can we cannot 
compell people into undertaking small industries.
As the old adage states 'you can take a horse to 
water but you cannot make him drink'. As in any 
country the number of entrepreneurs who have the 
ability, drive and resources to handle all aspects 
of managing a small business of small description 
is very small. However, as will be seen below this 
division does as much as it can to research into 
and carry out identified pilot scale projects, as 
well as attempt to identify potential entrepreneurs.
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Due however to the difficulty of finding 
suitable entrepreneurs the Department continues 
to implement projects with great strains on its 
resources."

3.19 This confirms the basic deficiency of lack of indigenous 
entrepreneurship. The approach of interelationship 
between large and small industries under the develop
ment of feeder units proposed in this study is meant
to deal with the problem at its very roots - that is 
to recognise the deficiency and to provide measures 
to overcome it.

3.20 An effective extension service is lacking in the 
country in regard to industrial promotion. Action 
is necessary on the continuing basis to take inform
ation to the people and seek out and encourage entre
preneurs to invest in identified projects. Developing 
countries adopt extension methods appropriate to
the needs of the country and the stage of development 
of entrepreneurial talent. The proposed industrial 
estate concept incorporates extension service.
Aggressive extension services to the country at 
larbe is the least that could be done to promote the 
development of Papua New Guinea at this stage.



3.21

33-

FINANCING OF THE ESTATE - COST BENEFIT ANALYSIS 
AND ADMINISTRATIVE MACHINERY

The following observations are made in this regard

1. P.N.G. is identified as almost totally lacking 
in indigenous industrial entrepreneurship. 
Indigenous participation could not be expected 
to be achieved until the basic requirement was 
looked into, means had to be devised to develop 
entrepreneurs. The consultant paid much attention 
to this aspect as a pre condition for meaningful 
development of the Estate Project.

2. The result of this effort and attention is 
the acceptance of the participation by the PNG 
Development Bank and several large scale industries 
in a programme to develop entrepreneurs.

3. Suitable Administrative Machinery was found 
through the willingness of the PNG Development 
Bank to establish the Estate as a Bank Project, 
utilising services of their Projects Department 
Assessment of manpower and financial requirements 
was not undertaken in this context.

4. Sources of aid finance too were not necessary 
for the planning and implementation of the 
project, when it was to be implemented as bank 
project.



34 .

5. On the basis of mutual recognition of the respective 
contributions by the P.N.G. Development Bank and 
the large industrial sector, the Bank will invest
in buildings, and services. At this stage it 
is not possible to forecast establishment costs, 
but it is envisaged that parallel development 
of the estate could take place in regard to 
provincial multi unit factory buildings and 
single unit operations. The services, as already 
indicated earlier in the report would be closely 
supervised operation meant to steer the selected 
tennant enterprises through all the stages of 
operations - in effect the creation of entre
preneurial skill and viable projects.

6. The proposed pilot industrial estate for P.N.G. 
in the context of the situation prevailing in 
the country would not lend itself to a cost 
benefit and analysis. The benefits include 
contribution to the economy which cannot be 
adequately expressed in monetary terms. In 
fact there will be more than commensurate 
financial investments made on the project.
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NAME OF COMPANY
1) New Guinea 

Industries

2) M.A.H. Birner

ACTIVITY OF COMPANY
Steel Fabrication 
Plant

Building Contractors

RESPONSE
Discussions be
tween Managing 
Director of the 
firm and PNG 
Development Bank 
continued. De
tails of partici
pation being 
worked out.

Support for a 
Joinery Unit, 
with market, 
technical train
ing, & super
vision .

*

i

3) A.R.C. Titan

4) Niugini Steel

5) Barlow Industries 
Pty. Ltd.

Building Contractors

Steel Products

Sheet Metal Work

Support for a 
Fabrication & 
Erection Unit 
with market. 
Technical Guid-'. 
ance.
Support for one 
industrial coat
ing unit and one 
fabrication and 
installation 
service unit, 
with market, and 
technical train
ing.

Support for a 
unit for charcoal 
buring stoves and 
other sheet metal 
with market and 
technical 
guarantee.

»

t

6) Hornibrook Con
structions Pty. 
Ltd.

Steel Fabrication & 
general engineering

Support for a 
unit fabricatinj 
reinforcing bar 5 
with shapes re
quired for con
tributions and 
one machine shop 
with market, 
Technical Train
ing & Supervision.



NAME OF COMPANY 
7) Longreach Clothing

8) San Migual & Swan 
Holdings Ltd.

9) W.R. Carpenter 
PNG Ltd.

ACTIVITY OF COMPANY
Readymade Garments 
& Industrial Pro
tective Clothing

Brewery

Commerce, Manu
facturing & 
Services

38.
RESPONSE

Support for one 
readymade Garments 
Unit with market, 
Training
Market support for 
Plastic Hoses, 
Stubby Coolers, 
Laminating services 
& Glass Tumblers.
Market support for 
Plastic Ware for 
Kitchen/Toilet - 
Initial K50,000. 
Written confirm
ation at Appendix

10) Atlas Plant Hire 
Pty. Ltd.

Plant Hire Support for repair 
Servicing Unit.

11) Burns Philp New 
Guinea Ltd.

Commerce, Manu
facturing & 
Services

Market Support and 
Offer of Assistance 
to Tenant Enter-

12) Steamships Trading 
Co.

Commerce, Manu
facturing and 
Services

prices on Machinery 
and Equipment 
Prices.
Market Support

4.3 RECOMMENDATION NO. 2

In order to fill the gap in the avialability of essentia] 
information on in dustrial land it is recommended that 
data should be collected systematically and continuously 
and be readily available for dissemination. The infor
mation should include features such as available land, 
proposed infrastructure, areas proposed to be rezoned or 
alienated for industry, allocated unutilised land, 
closure or commencement of activities. The usefulness 
to government of such an information system for planning 
purposes and the guidance it could provide prospective 
investors is emphasised. Co-ordination of this work
would be an essential element for its success.
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It is recommended that the implementation of this 
proposal be entrusted to the Industrial Development 
Division of the Department of Labour & Industry, as 
an activity of the Project Officer (Industrial 
Services).

4.4 TASKS CARRIED OUT BY CONSULTANT IN RELATIONSHIP TO 
RECOMMENDATION NO. 2

4.4.1 Compiled a directory of industrial land - coverage 
extending to the whole country. The information in
cludes section allotment numbers, occupancy and 
activity of over 2,500 allocated industrial allot
ments up to July, 1980.

'vs
4.4.2 Initiated work on preparation of maps which would 

indicate zoned industrial areas and allotments for 
about 20 towns. These maps will serve to ascertain 
locations of allotments compiled in the directory.

4.4.3 Initiated discussions with the Secretary, Department 
of Lands Surveys and Environment and the Secretary, 
Department of Labour & Industry with a view to early 
implementation.

4.5 RECOMMENDATION NO. 3

This recommendation is based on the existing situation 
in P.N.G. where the smaller indigenous entrepreneur who 
does not have sufficient experience or skill to formulate 
his own project has received little or no attention at 
all. Assistance at the preinvestment stage has tended 
to concertrate on the larger type of industrial projects
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attractive to foreign investors.

The Industrial Estate has been presented in this 
report as a means of stimulating indigenous entrepreneur- 
ship. An essential complementary measure which needs 
to be adopted for promotion of small industry develop
ment is, the dissemination of information on industry 
potential. Opportunities identified for establishment 
of new industries should be given publicity to attract 
public attention.

Government Agencies responsible for promotion of small 
industries in several development countries release 
preliminary studies containing sufficient information 
to create interest among small investors. Such 
studies for Papua New Guinea in the form of Fact Sheets 
and Industry Profiles, could include essential inform
ation on availability of market for the product at a 
proposed selling price, raw material sources, and 
possible locations with indications of availability 
of industrial land.

It is recommended that:-

. Attention be paid to expeditiously identify op
portunities for establishment of small industries 
of indigenous entrepreneurs.

. Preliminary information in the form of Fact Sheets 
or Industry Profiles be disseminated on a wide
scale to stimulate interest of investors.
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. The Industrial Development Division of the
Department of Labour & Industry be strengthened 
and assigned this function to be carried out 
as a regular priority activity.

The Planning Branch of Industrial Development Division 
of the Department of Labour & Industry is already doing 
work on feasibility studies. The emphasis should be on 
quick release of preliminary information. At the stage 
of project formulation and implementation, the assistance 
of the Projects Branch within the Division shoudl be 
available to the interested investors. Here again the 
limitation is lack of sufficient staff and resources.

4.6 RECOMMENDATION NO. 4

4.6.1 This is related to the national objective of Decentrali
sation. The role and potential of the Industrial Estate 
as a means to promote decentralisation of industrial 
activity is reflected in a tangible form in the proposal 
of the Western Highlands Development Corporation Ltd. to 
establish an Industrial Estate for the town of Mt. Hagen 
in the Western Highlands. The proposal is at Appendix 9 .

4.6.2 The lacuna that exist in the Provinces in regard to 
knowledge of and information on resources needs to be 
filled. The Provincial Planners Office would no doubt 
be the respository of this information. Availability 
of this information is essential for development. Here 
again, involved time consuming and extensive studies 
need not be undertaken. Collection and maintenance of
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updated information on resources would be a good 
enough guidance for the creation of interest. Thus 
an essential requirement could be provided by an 
existing Government office. The consultant met a 
number of Provincial Planners and discussed the 
importance of this aspect of work. Their response 
was positive.

4.6.3 It is recommended that:-

. The central government extend the fullest co
operation and support to the Western Highlands 
Development Corporation Ltd. to enable them to 
set up their estate project speedily.

. Central Government guarantee be considered to the 
Western Highlands Development Corporation Ltd. for 
specified periods, for return on investment made 
by the Corporation to provide advance factory 
buildings. The guarantee would be in relationship 
to occupancy rate and total number of buildings 
provided.

. The Central Government provide all possible back
up support to the Provincial Governments to enable 
them to undertake compilation r'A~. information or 
resources cf the Province. T%e mutual advantage 
and National benefits that would flow from this 
endeavour are emphasised.
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4.7 RECOMMENDATION NO. 5

This recommendation is on the participation by the 
Private Sector, in industrial estate development.
The activity is envisaged more as a national con
tribution extending beyond standard business notions 
of return on investment. The consultant discussed 
with private developers the concept of the estate 
with special reference to provision of advance 
factories as a means to reduce initial investment 
by small industrialists and accelerate development.

Confirmation was received from W.R. Carpenter (PNG)
Ltd., of their willingness to provide in advance two 
factory buildings (2000-2500 sq.ft, each) and build 
further when these were leased out. Offer of the 
land for ownership by the tenant was also included.
This company co-operated in the proposed Pilot 
Industrial Estate at Gerehu by ensuring the market 
for a line of plastic ware which would contribute 
to the setting up of a small scale project at the 
estate.

It is recommended that Government enlist the parti
cipation of private sector developers in the industrial 
estate development programme by appropriate extension 
services. Monetary gains are not the only inducements
to participation. Consultative meetings, and infusing /

/ 1c sence of social responsibility are for example, /
aspects of motivation.



RECOMMENDATION NO. 6

It is recommended that Government organise a programme 
of "Exposure visits" to indigenous small entrepreneurs 
to enable them to learn from experiences of other 
developing countries, where more progress has been 
achieved in relation to small industry development and 
Industrial Estate Programmes.

This recommendation assumes that the innate entrepre
neurial talent and capabilities which reside in the 
population of PNG, will respond quickly through demon
stration effect. At present there are no opportunities 
for them to learn from experiences within the country.

The Local ana Foreign Exchange costs of such visits 
could be shared by PNG and the host country. Assistance 
of industrial promotion Agencies could be sought and 
obtained as well.

Small scale entrepreneurs have in many countries grown 
into "captains" of industry - the potential exists in 
Papua New Guinea too.
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APPENDIX 1

PROJECT IN PAPUA NEW GUINEA

Consultant for Industrial Estates Planning

JOB DESCRIPTION 
SI/PNG/79/805/11-01/31.3E

POST TITLE:
DURATION:
DATE REQUIRED:
DUTY STATION:
PURPOSE OF THE 
PROJECT:

Industrial Economist/Engmeer 
Six Months 
January 1980
Port Moresby, with travel within the country 
To undertake a feasibility study for the 
development of an industrial estates 
programme in Papua New Guinea in the light 
of prospective development and recommend 
locations and sizes of industrial estates in 
full consideration of economic factors.

DUTIES: Specifically the expert will be expected:
a. To examine the relevancy and potential 

role of industrial estates in the deve
lopment of Papua New Guinea.

b. In co-operation with the Department of 
Lands, Surveys and Environment and the 
Division of Industrial Development, 
compile information on industrial land 
throughout the country, indicating res
pective features and characteristics# the 
need for development/improvement in the 
provision of necessary infrastructure, 
and the respective case of acquisition 
for industrial development.

c. To recommend suitable locations for 
industrial estates in full consideration 
of economic factors and development goals. 
Within the recommendation of each location, 
the selection criteria should be made 
explicit.
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d. To advise on suitable industries for 
location on industrial estates in Papua 
New Guinea. This assessment should 
indicate the size, feasibility and 
special requirements of each industry.

e. To recommend the most suitable means 
of achieving development aims through
an industrial estates programme. In this 
regard, consideration should be give to:
aa. the stage of development at which 

estates are to be made available to 
client industries (e.g. with or with
out advance factory units, or in 
some combination);

bb. the size, or range of sizes, of 
industrial estates;

cc. the provision of loans, technical
assistance, advisory centres, training 
facilities and ancilliary facilities;

dd. preference to nationally-owned 
enterprises;

ee. other industrial incentives to
enterprises locating on an industrial 
estate.

f. To recommend the most suitable administra
tive machinery for implementing an 
industrial estates programme, and advise 
on the associated manpower and financial 
requirements.

g. To indicate the financial costs and 
revenues, and social and economic returns, 
of an industrial estates programme in 
Papua New Guinea.

h. To advise on potential sources of aid 
finance for the planning and implemen
tation of an industrial estates programme.
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QUALIFICATION:

LANGUAGE :
BACKGROUND
INFORMATION:

An industrial economics engineer who has 
experience in the planning and development 
of industrial estates as part of an overall 
strategy for industrial development.
English.
The Government of Papua New Guinea has given 
the development of small industries great 
priority and in this context wishes to assess 
the feasibility of developing an industrial 
estates programme, since such estates very 
often play in important role in fostering 
industrial development i.e. by promoting and 
raising productivity in small-scale industries 
or promoting specific industrial sectors and 
groups of skilled and qualified persons.
The proposed feasibility study should provide 
facts and guide-lines for a Government decision 
to implement an industrial estates programme.
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PERSONS MET DURING THE COURSE OF DISCUSSIONS

Mr. Kipling Uiari

Mr. Philip Dandi

Mr. Waosi Wekina 
Mr. Jack Genia 
Mr. Pious Kerepia 
Mr. Ekonia Boas

Mr. Elipas Mosogo

Mr. E.M. wijenaike 
Mr. N.G. Chakrabarti 
Mr. P. Japhlom

Mr. M. Manning 

Mr. Amos White

- Former Secretary Dept, of Labour & 
Industry

- ^resent Secretary Dept, of Labour &
Irdustry

- Secretary Dept. Commerce
- Secretary Dept. Lands, Survey & Env.
- Secretary Dept, of Works & Supply
- A/Assistant Secretary Dept, of Labour 

& Industry
- Deputy Secretary Department of Decen

tralisation
- UNIDO Adviser - Dept, of Commerce
- Foundry Expert - UNIDO
- Commissioner National Housing Com
mission

- First Assistant Secretary Provincial 
& Statutory Institutions Division - 
Department of Finance

- First Assistant Secretary Policy & 
Research - Dept, of Lands Survy & 
Env.

Mr. R. Guise

Mr. Colin Huddy

Mr. Warren Bartlett

Mr. Peter Colton 
Mr. Utula Samana

Mr. Mel Togolo

Mr. Gabriel Waipek 
Mr. Gordon E. Gresham

Mr. Douglas A. Hinckfuss

Mr. Chris Warrilow

Professor Brian Brogan

Dr. N.V . Lam

-  First Assistant S e c r e t a r y  - Dept, o f  
Works & Supply

- Labour Statistian Dept, of Labour & 
Industry

- Managing Director - Western Highlands 
Development Corporation Ltd.

- Provincial Planner - Madang Province
- Former Provincial Planner - Morobe 

Province
- Provincial Planner - North Solomons 

Province
- Secretary Dept, of Western Highlands
- Executive Director Forest Industries 

Council of P.N.G.
- Manager, Corporate Planning, Bougain

ville Copper Ltd.
- OK Tedi Co-ordinator, Dept, of 

Minerals & Energy
- Head, Dept, of Economics, University 

of P.N.G.
- Institute of Applied Social ‘ Economic 

Research
- Director of Research Institute of 

National Affairs
Mr. Terry J. Pitt
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Mr. George A. Poulter

Mr. Michael E. Bendali

Mr. D.N. Harvey

Mr. Werner Rasputnik

Mr. James H.L. Seeto 
Mrs. R. White

Mr. McLellan

Mr. Gunter H. Trnka

Mr. P. Boening

Mr. Lou Port
Mr. Hans Rademacher
Mr. Alan Fleay

Mr. Philip Telesco 
Mr. Adrian Hughes 
Mr. Geoff Colman

Mr. R.B. Kagi

Mr. Louis Varstermans

Mr. Lou Dingjan

Mr. Albie Neal

Mr. Boe Arua 
Mr. Morakai Aru 
Mr. Russell Hayes 
Mr. George Kilamelona 
Mr. Tom Easton

Mr. Brian Aldrich 
Mr. W. Desini 
Mr. John Morey

Mr. Andrew Saun 
Mr. John Morey

Mr . .John p'i r we 1 1

- Director and General Manager, Burns 
Philp New Guinea Ltd.

- Managing Director, W.R. Carpenters 
(PNG' Ltd.

- Managing Director, Steamships Trading 
Co.

- Manager, Hornibrooks Constructions 
Pty. Ltd.

- Managing Director, LINGANA Pty. Ltd.
- Training Manager, Steamships Trading 

Co.
- Managing Director, New Guinea 

Industries
- Managing Director, Atlas Plant Hire 

Pty. Ltd.
- Managing Director, Nuigini Steel 

Corporation
- M.A.H. Burner Pty. Ltd.,
- Managing Director, PNG Colour Lab.
- Branch Manager, Port Moresby, A.R.C. 

Titan
- Managing Director, San Miguel Brewery
- Plant Manager, San Miguel Brewery
- Managing Director, Uni Groups of 

Companies P.N.G.
- General Manager, Longreach Clothing 

Pty. Ltd.
- Managing Director, Niugini Paper 
Corporation Pty. Ltd.

- Manager, A.C.I. Amalgamated Packaging
- Lae

- Company Secretary, Wewak Timbers 
Pty. Ltd.

- Director Hebamo Press - P.N.G.
- F & M Joinery
- Busu Coffee Pty. Ltd.
- Chairman - Landboard of P.N.G.
- Town Planner of P.N.G. - Dept, of 

Urban Development
- Urban Projects Manager, Dept. Lands
- Chief Draftsman - Dept, of Lands
- Chief Draftsman - Cartographic 

Section - Dept, of Lands
- Naitonal Mapping Bureau
- Provincial Natural Resources Officer

- Morobe Province
- 'V’dional Town , pi-inner !,»'•
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Mr. Daniel Datakumb — Provincial Natural Resources Officer 
- Madang

Mr. Norman Leat - Regional Surveyor - Madang Dept, of 
Lands

Mr. Roque Guiarao - Provincial Surveyor - North Solomons 
Province

Mr. John Austin - Provincial Natural Resources Officer 
- North Solomons Province

Mr. Terry Wapa - Dept, of Lands, Goroka
Mr. N. Mark - Town Planner - Goroka
Mr. Pepi Kimas - Provincial Lands Officer, Mt. Hagen
Mr. Nauda Aewadi - Draftsman, Dept, of Lands
Mr. Pius Koriawagen - Draftsman, Dept, of Lands
Mr. Olewale - Allocation Manager, Dept, of Lands
Miss Frieda Pickir - Dupty Chairman Land Board
Mr. Garia Gari - O.I.C. Leases - Dept, of Lands
Mr. Fredrick Brands - Manager, Lend Lease Pacific
Mr. Peter Alexander - PNG Banking Corporation
Mr. Robert Kostzka - Managing Director, Chimbu Coffee 

Ltd.'
Mr. John Reid - Proprietor, Koki Marine ^ S e r v ic e  

Station
Mr. Russ Johnston - Property Manager, W.R. Carpenter  

(PNG) Pty. Ltd.
Mrs. Carol Webb - Secretary, Port Moresby Chamber of 

Commerce
Miss Anne Hamyln - Secretary, Lae Chamber of Commerce
Mr. Ed. Arata - Operations Manager, Appropriate Tech. 

Development, University of Technology
Mr. John Cruikshank - President & Executive Officer, Assoc. 

Chamber of Commerce - P.N.G.
Mr. G . Zonneveld - President - Port Moresby Chamber of 

Commerce
Mr. V. Freedman - President - Lae Chamber of Commerce
Mr. Tony Cliff - President - Madang Chamber of Commerce
Mr. Cam Bennet - President - Goroka Chamber of Commerce
Mr. Mel Togolo - Chairman PNG Development Bank
Mr. Masket Langalio - Managing PNG Development Bank
Mr. Tony Reid — Manager, Operations Department - PNG 

Development Bank
Mr. Kare Moi - Registrar of Companies
Mr. R. Gilbert - Director of Census
Mr. W. Desini - Chief Architect, Lands Department
Mr. Makina Rawali - Secretary - NIDA Board
Mr. Wep Kanawi - Deputy Director - NTDA
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Mr. Gia Ola — Officer-in-Charge, Computer & 
Monetary - NIDA

Mr. John Christinson - Dept, of Primary Industry
Mr. B. Oleary - National Planning Office
Mr. V. Shenoi - National Planning Office
Mr. Kholi - National Planning Office
Mr. R - Montgomery - Dept, of Finance
Mr. F.X. Inere - Director - Bureau of Industrie 

Organisation
Mr. P. Sariman - Executive Officer, Apprerti о ..Oo ' 

Board
Mr. Mike Butt - Chief Estimator - Dept, сr ■ vk.. 

h Supply
Mr. Peter Brown - Adviser, Cataloguing
Mr. Pana Ranu - Senior Supply Officer - Heacpuar t с-.-
Mr. Isiah Peter - Inventory Manager - Division of ei' t ■ 

Badili - Dept, of Works & Supply-
Dr. Ken Newcombe - Energy Planner - Department of Miner " 

& Energy
Mr. Lamech Palasco - Research Officer - Dept, cf Hiñera;г 

& Energy
Ms. Paivoke Aira - U.N. Volunteer - Dept, of Mineral & 

Energy
Mr. J. Muttu Gware - Butibam Progress Association - be
Mr. Robin Kumaina - National Businessmen's Foundation, 

of P.N.G.
Mr. Frank Kramer - Secretary - National Businessmen-s 

Foundation of P.N.G.
Mr. Karl Dewit - Assistant Secretary - Dept, of Dommerc
Mr. D. Burrowes - Assistant Secretary - Dept, of r ominerc
Mr. Lipscombe - Principal Field ^raining O f f i c e r  - 

Department of Commerce
Mr. M.L.J. Bob Drew O.I.C. Small Industry Research i< 

Development Centre -  Dept. cl cor merer
Mr. A.C. Marchant • Senior Research Officer - B er t ,  of  

Commerce
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PAPUA NEW GUINEA DEVELOPMENT BANK 

A BRIEF LOOK AT ITS BEGINNING AND EVOLUTION

In a country perhaps best noted for its primitive tribes than 
anything else, Papua New Guinea has a long road ahead of it 
in becoming a developed country. The transition from 
basically subsistence farming to an industrial society will 
require considerable effort and involve a substantial amount 
of funds. At the grass roots level the government has taken 
a number of measures to assist this process one of which 
has been to establish the Papua New Guinea Development Bank.

The concept of a development bank in P.N.G. is not new and 
even before the PNGDB's formation there was some limited 
development finance operations conducted by the Native Loans 
Board and the Australian government owned, Commonwealth 
Development Bank operating through the branch structure 
of what was then the Commonwealth Banking Corporation’s 
operations in PNG. The Australian development bank's 
activities however were, and are, considerably different 
from those normally associated with developing countries.
Thus in 1964 when a visiting mission of the World Bank 
(IBRD) recommended the establishment of a separate development 
finance operation to supplement the other institutions in 
the PNG financial market, the suggestion was considered 
favourably by both Australian and the Territory's Administration. 
As a result the Papua Nev; Guinea Development Bank Act was 
passed in 1965 and the bank itself commenced operations 
on 6 July, 1967.

The Management and Board of Directors of the Papua New Guinea 
Development Bank have always been cognizant of the fact 
that: the term development covers social and political as well 
as economic aims, and that while DFI's must primarily 
concentrate on the economic aspect, they are obliged by 
their nature to ensure that any development program undertaken 
is in line with overall political (Government) strategy 
and that it does not create too great a disturbance of 
existing social and traditional values.
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Before the PNG Development Bank came into being the greater 
number of Nationals were engaged in the subsistence economy 
with no access to monetary credit from existing lending 
institutions.

Those nationals who were engaged in business (mainly 
agricultural cash cropping - coffee, cocoa, coconuts, etc.) 
and who sought an association with a commercial bank 
invariably found themselves limited to a credit account 
facility only.

The Bank realised that to properly fulfil its function it 
could not simply sit back and wait for the people to come to 
it; rather it had to devise a system of taking its service 
to the people.

This was not an easy task.

Although unlike most countries of the south west Pacific 
region in that it has a very large land mass, it is similar 
in other respects in that it has:

(a) relatively small population
(b) a great many islands most of which have 

some form of habitation
(c) inadequate road network
(d) high proportion of rural to total population
(e) high levels of essential food imports
(f) high proportion of agricultural exports to

total exports
(g) presently a low level of technological capability
(h) little industrial development
(i) insufficient properly trained extension workers

Since the majority of the people the Bank set out to help 
had no prior experience of loan finance, it was obvious 
that any system devised to deliver such loan finance must 
be highly personalised, must include an element of promotion
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(many prospective clients required guidance in business 
selection) and must be capable of providing effective and 
continuing after care i.e. lending must be in the form 
Supervised Credit.

Because the written word is not always the most effective 
means to communicate these ideas, the bank has made use of 
other government agencies' extension services as well as 
the commercial banking system to explain its lending system 
and has even prepared a comic strip story as to how a group 
of local farmers, through hard work and the help of their 
development bank, are able to enter the cattle business.

In making its advances, too, the bank's staff have had to 
keep in mind that the traditional outlook on borrowing is 
quite different than the Western system of regular monthly 
payments. So to avoid potential conflicts, the loan 
repayments, especially on cash crop related advances, are 
scheduled in line with tie sale of those commodities. 
Similarly when the b.. ak experiences some problems with its 
borrowers, it has ha, to choose either tc experience a high 
level of bad and doubtful debts or adopt a more flexible 
repayment period compromise. To police its debtors the bank 
has found the best policy is to make the payments as easy 
as possible and ensure that the bank's staff are frequent 
visitors to borrowers' projects. This "constant contact" 
programme has worked quite well as it has had a number of 
beneficial side effects in terms of more easily available 
professional advice and the borrowers developing greater 
self confidence. The bank is presently expanding its own 
field representative staffing as well as using other 
government _gencies and district officers to assist where 
possible, hs a result the local/national lending of amounts 
less th, . .,10,000 (an area where the most bad debts might 
be expected) ha a been able to report that only 6 per cent 
of the total a oa t outstanding is overdue by more than 2 

months.
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Another lending adaptation, which has been with the assistance 
of the government, is the lending to tribal or village 
groups as a whole rather than to just one borrower or a more 
form.il corporation. This was made possible through the 
Business Groups Incorporation Ac /hich allows villagers 
and other groups to operate commercial enterprises according 
to their own laws and customs. The government has encouraged 
such ventures also through its tillage Economic Development 
Fund which supplements the bank's lending with direct grants.
By 1978 over 140 such groups had received assistance under 
this programme.

While the philosophy of supervised credit is not new, PNGDB 
has initiated a new and un:q ;j type of development whereby 
field extension services are encouraged to use credit as 
an addition to their normal activities and which provides 
the means of promoting in ;>r .ctice what in the past they 
had been able to teach in heory only. A measure of the 
success achieved is provided by the following statistics 
on lending to National >n a vear by year basis.

NO K'000 AV. LOAN SIZE (K'000)
1967/68 422 678.2 1.6

68/69 Ò30 808.3 1.5
69/70 1,176 1,673.8 1.4

* 7C/71 1,889 2,290.0 1.2
71/72 2,203 3,884.2 1.8
72/73 1,392 2,920.6 2.1
73/74 1,529 3,461.5 2.3

♦ 74/7i; 2,182 5,818.4 2.7
75/76 1,751 7,206.3 4.1
76/77 2,469 9,636.7 3.9

6 mths July-Dee 77 2,873 7,201.4 2.5
1 78 5,457 14,934.2 2.7

This c radual increase in Papua New Guinean borrowing is
particlly from an expansion of the bank's agricultural
lendirg programmes. For example, in conjunction with the 
World Bank, the PNGDB has been involved in the financing 
of ma or palm oil land resettlement schdms in



West New Britain and Northern Province.
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However in many 
respects the change is simple reflection of the nat-.ona' 
economy and the bank has n- P _ nduct additi«..- i-i 
local commercial orientated lend.:-~a as more and mor.:
Papua New Guineans become involve ' in commercial and 
industrial businesses. Similarly ns tue governments 
agricultural developnst elans succeed, more commercial 
infrastructure is necessary to support rural areas.

True to its function unc tr the Act, the Bank has based its 
loan decisions on prospects of success, but it has not 
neglected the security aspect; it seeks wherever oossible 
to take some sort of charge over assets finance 1 _nd any 
other asset borrower may have.

Unlike other lenders in PNG, the Bank adopted an aggrossive 
policy towards provision of finance for devolopreu ^lan
land.

In most modern societies, land, whether ft :: agricultural, 
commercial or industrial development, is ce•'«’-ally considered

• to be a prime form of security. It is immovable, and.;, to
appreciate rather than depreciat in value and lagrl 
ownership can easily be established.

» This legal ownership (title) clearly identifies locution
and boundaries of the land and the usage ri- its. It also 
evidences transferability of usage rights e.g. by way of 
sale or sub-lease.

i
The situation regarding land in P.N.G. is that over 90% 
of it does not have legal title i.e. it is held according 
to clan custom under which usage rights are generally quite

* fragmented (e.g. could include rights to gather firewood,
cut down trees, walk over, live cn, hunt, grow crops, etc.). 
Such land, in Papua New Guinea, cannot be mortgaged.

The Food and Agriculture Organisation of the United Nations, 
in a Study of Agricultural Credit through Co-operative (1965) 
hnd this to snv: -
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"As far as long term credit is concerned, experience 
has proved that security of real estate is indee; 
indispensable. No credit institution can afford to, 
or should, provide loans for periods of 10 to 20 years 
with no other guarantee in its hand than the conviction 
that the borrower is ar honest and capable agricultural
ist and that for the time being the margin between his 
'gross income' and unavoidable expenditure leaves 
sufficient room to reray principal and interest."

The existence of the power to foreclose was no doubt seen 
as serving to re-inforce a lenders influence over policies 
of an enterprise in difficulties, which influence, if 
exercised sufficiently early, might anticipate difficulties 
and protect the viability of the enterprise. The security 
coverage sought by the different Development Finance 
Institutions varies considerably but a lvr~e number demand 
tangible collateral valued at twice the ame int of the loan.

At time of its establishment in July 1967 the Papua New 
luinea Development Bank was confronted with a situation 
where only a minute fraction of the alienated land in the 
country was owned by its indigenous citizens.

As well, legislative deficiencies and simple lack of 
manpower combined to make it impossible at the time for 
Government, through Department of Lands, tc make any impact 
on rationalisation of land tenure.

The then unpalatable fact had therefore to be faced that 
if the Bank wished to make loans to the indigenous people 
for agricultural development and thereby encourage their 
participation in the economic growth of the country, a 
flexible policy had to be adopted which accepted (albeit 
reluctantly) the present form of land tenure i.e. loans 
would have to be granted for development of clan land.
To add to the complexity of the siutation it was known that 
the great majority of applicants for loans to develoo clan 
land would have littie, if any, formal education and no
previous involvement with a lending institution.
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In seeking to overcome these very real constraints to lending 
for agricultural development in P.N.G. the Bank was encouraged 
by the wording of its Act which sets out clearly the basic 
policy to be followed

"It is the duty of the (Bank) within the limits 
of its power, to ensure that the policy of 
the Bank is directed to the greatest advantage 
of the people (of P.b.G.) and has due regard 
to the stability and balanced development 
of the economy and advancement of the indigenous 
population."

With regard to security, section 9(1) of the Bank's Act
states:-

"In determining whether or not finance shall be 
provided for a person the Bank shall have regard 
primarily to the prospects of the operations of that 
person becoming or continuing to be successful and 
shall not necessarily have regard to the security 
available in respect of that finance."

"Advancement of the indigenous population" and "prospects 
of success" were not taken as licenses to throw sound 
banking principles to the wind; to do that would have been 
a disservice to both the country and the borrower. Rather 
they were accepted as a challenge to adopt iending policies 
both suitable to the existing environment and of sufficient 
flexibility to adapt to the change to this environment which 
must inevitably fellow.

It can be argued that clan land shares in varying degrees 
all except one of the attributes of land with legal title; 
its location and boundaries can be identified and easily 
mapped, and with pat‘.erf, skilled investigation its usage
rights can be established.
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It is not, however, effectively ¿ransferaolo, at least not 
with any assured deg_.ee or perrm nency.

As a substitute for legal , a zhe Bonk r. ..... t what it 
calls a "Clan land usage : /e.-nar,̂ " nich al- hough not 
qualifying as collât- .el, •: .. .rt tally overcome the
problems relating to alley a.f l-rul us w  rights by
improving the chances of a ,;or .ver remu ruing _n undisturbed 
possession and thus ornai e :.<j in.a prospects t: success of 
the venture. The clan land usage agreement is not regist
rable as a mortgage, nor roes i . give a chaige over the 
land within the t Srn.. O'., Oil G .ucliiC ACi.

Howev u despite i- . - -VC 01 10 j . . s landing it serves a most
practical and u c . 1 . '.cv.ion.

the ^ rm allow., for -priori -f izze land on which the
' p" .. n proposes •_' u.1 1 - U S U-. ■ *!.(.:■ project ano states that

it i ■: 10 unanimous cioiV: of she clan that the stated
Ui j. eights belong zc zhe pro. .. zed bori'awe...

T> j V . i S sip . .0 ; . ari jd) by the clan leaders and
Vi - • c.ssed by a sanf • ' • Agent to certify that the
signs, .ories/marissmer. . -o .n i . enti tied to give such 
■ .ssarance and that is repn cents the genuine attitude of 
those concerned.

Te supp ort the clan I. nd a -ye grcement, tne Bank insists 
on a nan being su _ ..." no ; g a number of guarantors, such
people do not necessarily .v o'" sufficient financial 
substance tc cupa 7 the eoan m  he event of default, but 
rather to be members of tne sane clan as borrower, who 
could be expected to influence him to properly work his 
project and HOTTOUR his obligations, and in an extreme emergency 
(incapacitation of borrower) be acceptable to the clan as 
people who could take over management of the project and 
carry it through to fruition.

"To establish an equity in the project where borrower has no 
ca^h (or very little) to contribute, the Bank accepts certain
initial developmental work carried out by borrower and his
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clan, at no cash cost to the project, and prior co release 
of loan funds, as having an equity value e.g. cl i -ac, 
drainage, fencing and such like.
This is referred to as "Sweat Equity."

In some instance organised marketing institutions have 
been of assistance in deducting loan instalments frorr. 
proceeds of sale of borrowers produce (copra, oil palm, 
cocoa and cattle) and remitting them direct to the Bank. 
This relieves the borrower of the worry of having to meet 
a repayment deadline.

As can be seen, in the absence of collateral, i : has been 
necessary for the Bank to rely on the other ingredi^nts in 
successful lending which can be summarised as:-

(a) Evaluation of the project as economically 
viable*i.e. is the scope of the project 
reasonably within borrowers ability and 
experience? has he demonstrated a w'llingness 
and capacity to work? does he understand 1 - • 
obligations as to proposed development and 
repayment? - has he a record of integ^it"7

(b) Borrowers must have a meaningful **- uity 
(if not cash, then sweat equity) .

(c) Adequate extension services to supervise the 
development are required.

(d) Tight control must be exercised over disbursement 
of loan funds.

(e) Determination and ingenuity is needed in 
collection of repayments."

While the success achieved to date using these methods has 
been remarkable, it it considered that in the long term, 
some form of lega* evne’-ship or licensing of clan n.; n 
P.N.d. Is esnon ' i a 1. <> *■ old simplify ! end i nq,
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Bank) and facilitate the funding of larger i-.xo-c long tern 
projects.

The P.N.G. Government, -on? ex _cgnic_nc; dit p' ’Ix..... nu.. 
recently moved to adopt 1 ugi l_,ux.icr design*: c *. . ncour
clans to apply for i 3  3  uS C JL -i U Of ill Ot £ G1 j i . : -l*J ■* kd U-- t ■ 
tc their land.

The title is called a ''Special T ..rpcsex or. *." - n? ch ¿s at 
arrangement whereby, on requ-.-sh the s, ernmer.t
Officers survey and iup the it n..,. i.. quest • - ~ . . a c.? cry out
thoroucr. investigation cc clearly est.-i.nl sc • norcnix:. The 
lease is then issued for a ^ye: it ice „¿y n peric t
from 1 1 to 3G years) as dally to a ieg-1 ity ::• rtt•' from 
the traditional owners of the lar.d.

At th e t im e o f  i s s u e  o f  xr c l e a s e  ex sr. b e * > • f.g-1- - * ■■ \ 'L - -'J

.he ax •: ’sad unimgrox • ' ex -.:x. : t  v-r.q . „o.a _ a v a i l a b l e

t o  ti v t r a d i t i o n a l  ns re tc . ■ -x t  t.x a e v e lo p m e n t

cos  . . T h is  "grant"  i s  t i r e o e v e r c '  Gc "xernrxent by a
' d forn. o f  .. . r. . x x t a i  o v e r  the t err.  o f  th e  l e a s e .

The i r . t el ided o r x / . . . e c k . r i s .. ; r  th e  t ra x  1 t rô n a 1 owners  o f  th e

la n d  to o o t a i n  a spec... .". g tx* ..osex" l e a s e  ano ■ r e n t  arid approach
a lender to provide balance of :-jvelogment co^os.

The advantage to the clan of a special purposes 
unlike other forms oi

it can, if the trad, 
clan land.

This procedure, ..g : 
as a necessar1 r x  
what is recocni 
rationalisa t. o

The term loan x.x 
undmg, but h ir . px 

advances are a comma 
add : i on the bank c

lease is that

wr , o r

f land alienation the cl ar. never loses
I. une Ai xa i.e. on o.-:;p 1 £ / of f.he Ixj re,
vional owners so deni ' ' ! xevert back to

' iJOta. _y m  its 1 U L Cl ' i: . , 13 regarde
no VC . -tne a f-V'X : Tveroomin i
d i . U M ,  .ot. - rx x r. o’olem o f

nc to.». r~

r , . " :> ...w* fomu of UCVU i.opnrvif bank
3 o i inancmg and cUi v_i pmeut finance

.’r.ir t of its lending d O t. 1—iP,Ù1

U d -L d O up cgurtv P • •et : OPS , ' 1 o 1 e r' -
. . L a- 1 ' XV A c well, x ,. i'X X o



advance money to other institutions for on-lending. In the 
process, however, the carl;'' car*-.1 "(cation must be ' mi tod 
so that total outstanding to , ogle enterprise "s not
exceed 15 per ce‘'t (It per cert fc - equity investment' of the 
bank’s capital and reserves re: ir the case of foreign 
enterprise allov: ;c os' advance = •. ex̂ . . J 25 per cent "5 h 'c
bo rrowe r ’ s paid-up ca;pi ta 1.

The actual interest rates charged vary considerably depending 
on the size and type of advances as well as the purpose 
for which the monies are intended. Understandably small loans 
for agricultural development receive roc only the bank's 
first priority in attention out also in the ii teresu rates 
charged. Small leans for these purposes 1. j 0 0 to 710.000) 
range from around 3 to 11 oc" cent r e d u c i b ' r a l l y  at 
the lower rate. For laner amounts (over K10,000) the actual 
rate is determined at a •'-a."ri~> of 0.5 per cent to 1." o*?-- c'nt 
below what a comm-, ret a 1 ba~v could have ■■ lar :u th o *r i n 
question. After this is calculated, such fa~nrs s the 
project's ability to service the loan and its mred income 
generation are considers ’ c sotting the ec'-u.; margin: 
newer developments aenerrllc receive first orefere.'.c . 
Commercial and Indus hr 5. a 1 lea’ ~ have a similar, th r rh 
slightly less generous, policy for larger s 'var;es wnile 
smaller commercial and industrial advances ice made at 9 per 
cent reducible. Term advances range up to .'2 or more years 
in maturity and will often include an interest only "grace 
period" over the initial years. Hire purchase and equipment 
financing rates are sec regardless of purpose with 6 per cent 
flat (below K10,000^ and 7 per cent flat (K10,000 plus) for 
hire purchase, and 11 per cent and 13 per cent reducible 
respectively for equipment finance. These may be granted 
up to maturity of 36 nonf's. The bank can also advance funds 
to joint PNG - foreign vercures as well as solely foreign 
owned companies at slightly higher rates; 8 per ^ent flat 
for hire purchase, 15 per cent reducible on equipirnt 
finance, and te’on advance^ at a maximum o' 3. c per ont below 
rnarh'O .
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One difficulty for the bank is often the time and cost 
involved with processing 1c ..n r plications especial! / 
smaller loans. At one time ' rro .s-ine time from 
application to the approval and : o.:p+- ot money averaged 
around six months: hardly me h 'ncournc ement to the
prospective PNG entrepreneur. Acm .rusua _icn procedures 
have since been streamlined to reduce this tine and in late 
1976 a so called "mini loan1’ approval scheme '/as established 
to provide timely financial assistance to applicants wishing 
less than Kl,000. Now borrowers, who will a~ree to its 8 per 
cent flat interest rate and a repayment perio? of months 
or less, can receive an answer almosv or tb - spc _. This 
instant service has been important in reducing processing costs 
as well as allowing the more rapid handling of other applicat
ions .

Another method of encouraging local particicafio i in the 
economy and shifting the ownership of pro : -i\c as • 
from foreigners to Papua Nev Guineans is a pi n unde- vnich 
national employees of foreign owned enterprises are a~couraged 
to purchase certain pieces cf equipment to sub-confr. act to 
their employer. This has been particularly successful in 
transport industry and with heavy construction ecu. ... nt as 
it has allowed the local worker to move from an eng ..o/‘'c to 
a sub-contractor - one's own business - status.

One of the problems with commercial lending especially in the 
rural areas is the "follow the crowd" syndrome of many 
potential Papua New Guinean entrepreneurs. The ownership 
of a truck or being otherwise engaged in commercial activities 
has far greater status than a more simple agricultural pursuit. 
Thus once one fellow begins a trucking business and is 
successful, often the bank is flooded with loan .applications 
from everyone else. So to protect the bank's own investment 
as well as the financial health of the community, the bank 
often has to limit the number of new entrarts to the size 
of market especially in transport, retailing, building and 
construction, road construction, and road maintenance.
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As one of its information booklets explains to prospective 
borrowers, the develeoment ’'irk is different from c."ie] 
banks in that "you cannot ope" a pa s book or chequ :jun^ 
or deposit or withdraw as you - o with other banks." Instead 
the bank was funded by annual grants (now discontinued) which 
were approved as part c~ the acve'*nment' s annual budaet. 
Besides direct grants frcm the Papua New Guinea government 
and the cash flow from repayments, the bank, through the 
government, also received seme more specialised funding 
through overseas agencies such as the World Bank's inter
national Development Association and the Asian Development 
Bank. In addition to its normal development bank activities 
the bank has take" over the administration of two other 
specialised government lending programmes the Px-Fervice- 
men's Credit Board (acquire^ 1 January, 1? 9; and the 
Native Loans Board (1 April, 1969) - and retur" has been 
able to use the cash flow from these schemes: repayments 
to add to its own lending programmes.

In the field of Commercial and Industrial lending the bank 
very early realised that without some major in.it ^tive 
on its part it would be many years before ?NGians v -.¡Id be 
in a position to take on commercial and industrial . i icities 
on a medium to large scale.

At the time, with the exception of the co-operative 
movement the few PNG entrepreneurs who were engaged m  
commercial ventures were generally confined to small trade 
stores (better defined as extended family buying clubs), 
transport, and building contractors (the latter small, 
usually labour only type contracts.)

The Bank appreciated the lack of management skills available 
and clearly foresaw the many difficulties in this field, 
nevertheless it was aware that if it was to play a 
meaningful role in the promotion of this sector it must 
gear itself adequately to this high risk lending.



To more effectively do this the Bank established a Project 
Promotions Division with a small staff whose task \ tc 
identify and develop projects.

In doing this the Bank ~ecognised the primary need wan not 
just to develop profitable businesses but rather to develop 
Papua New Guineans with the necessary talent to successfully 
manage such businesses, and has contended that while there 
are many and varied difficultés facing would-be entrepreneurs 
in this country, the major retarding factor to date has been 
lack of opportunity, not lack of latent talent.

From the outset there have been many successful expatriate 
controlled businesses which the Bank considered to be within 
the management capabilities of suitably trained and supervised 
Papua New Guineans and one of Project Divisions major 
considerations has been to assist wherever o-ssible -. J t- 
orderly transfer of such businesses into ?ap_a New u ...t, 
hands.

As well it is constantly or the lookout for new de-, -ilopment 
opportunities and to this end maintains close contact with 
involved Government Departments and with the business community 
in general.

Import replacement is a consideration, particularly when it 
can be achieved by utilisation of locally available raw 
materials.

Under present policy, to be eligible for consideration as a 
project promotion a business should evidence theoretical 
profitability sufficient to meet cost of all establishment 
and supervisory inputs without increasing the cost to the 
consumer.
The procedure is that as a new project gets underway inputs 
costs are calculated and at time of implementation are 
charged as a fee against the business. Subsequent supervisory 
costs are treated in a similar manner.

APPENDI': i 'Page 14)
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In this way the adm:. a . strauive costs of project establishment 
and a^ter care are paid for by the businesses which are the 
direct beneficiaries, thus achieving development without 
sub^i^sation.

To establish an owning entity a company is incorporated in 
which all issued shares are held by the Bank. (Share issue 
is minimal). A loan is then approved to cover cost of 
establishment/purchase of the business and provide the 
necessary working capital. v

X,
In t: a case of "owner/manager" size projects (the majority 
of pro;ect promotions) a carefully selected and trained 
Papua New Guinean is offered a contract of employment as 
Probationary Manager.

Prov^sing the manager satisfactorily completes his probation 
(; via one year) he is guaranteed the cotion to purchase 
the .1 _ness and supplied Vitzh 'cr.e n£CCii: 3ci jTV -Oa.n finaHCG 
to CIC

I
In all 0 1 its Project Proi 3 .^oni tna 3ar.x ai.ru primarily at 
ownership and Management by Nationals. However it recognises 
f'at in some of the larger pro3ects a measure ci foreign 

i expertise and capital is not only desirable, but essential
to the success of the enterprise.

In the case of larger projects ultimate transfer of ownership 
% usually takes longer, depending on type of business, loan

funds outstanding, competence of intended shareholders/
Directors to effectively monitor Management etc. etc.

I To properly fulf'l its function, Projects Division provides
effective training to the businessmen under its care and as 
their competence dev lops, provides the opportunity to put 
that training to practical use.

It accepts a heavy involvement in day to day management and 
accounting functions of the particular business until the
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Entrepreneur businessman is competent and confident to accept 
bis fail role.

Such supervision is provide! o: k staff for at least as 
long as the Bank -^étains a fin~.ici.rl interest in the business.

The success achieved ir. thrt . ect P emotional field can be 
gauged from the following--

Businesses Established: Over 80 trade stores and snack
bars
Printery
Pent a Car Company 
Joinery Works
Customs Clearanc y/^reight Forwarder 
Soft Drink Factorv 
Industrial Cleaners

As well the Bank has extended Project Prorr: .ons into ru 
areas and has established three large sea’? rattle 'ancves, 
two of them in remote, iso7.'ted and previously undeveloped 
•regions of PNG, and a laro •' : vie pigge: v o~ the ov'-skirts 
O'; Po-̂ , Vor^ id fey „

Perhaps the most ambitious project, and ceroa.inly the most 
interesting of the bank's Special project ventures, is the 
"Stret Pasin Stoa" scheme. Under this programme the bank 
has established a chain of retail stores - grocery and 
general items - and a training school for new managers.
PNG nationals wishing to become managers may enroll to 
undergo a special course run by the bank. If completed 
successfully they are appointed as managers of stores which 
the bank has purchased in its own right. After a trial 
period of from one to two years, if the manager has proved 
successful and the store profitable, arrangements are made for 
him to purchase the store from the bank.

The store is not just sold by the bank; rather the new owner 
and PNGDB staff continue to maintain a close relationship 
in many ways. Through its "Retail Management Sorv.co" for
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example, the bank through one o" its subsidiary conr mies 
provides the new owner with full accounting/taxati^ ' 
service as well as other manageran-: services as needed: 
this "Ot only helps the owner but a so h ,lps safegue'* . the 
bank's interests. Operaoincr as part :f the Stret Pasin Stoa 
chain, the local manager also gain . economies of scale 
in buying power and advertising.

To conclude, the following brief statistics illustrate what 
PNGDB has so far achieved with its Projects Promotions : -

Total Project leans aooroved to 31/5/80 K '.59 million 
Total equity investments ,13 "

K10 . ‘ 2

Total Project loans currently 0/s
- Rural loans K 0.65 million
- Commercial & Ir.dusr.rlal 2.37 '■

Total current equity investment
- Rural Loans . -3 "
- Cogérerai & Indu iciel 3.60 "

K 7 -5 "

Total annual sales being ach 
Project businesses approx. 
Approx, returns to PNGDB 
(fees, dividends, interest) 
Approx, cost of operating 
Projects Division

Approx, net return to PNGDB

eved by
K30 million

K 0.56 "

K 0.20 "
K 0.36 million

(S . A . REID)
MAN/1ER OPERATIONS DEPARTMENT

3rd Aune,  199 0
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Reply Managing, Director 

Ref...... SAR/rh...

Heao Off ce.
Devaicoment Bank Building. 
Waigan:
P O Box 6310. Boroko 
Telex 22235 DEVBANK 
Telephone 259255

Mr. V. Cumarasamy 2 6  J u l y  i 9 6 0
D .N.I.D .O  C o n s u l t a n t  to  th e  

Govern. .0:n.c o f  PNG 
PORC MORESBY -  NCD

Dear S i r ,

'’■his s t c  confirm the Paroo New Guinea Development Bank's 
interest in, and commitment m  principle to, the e s t a b l i s h 
ment o f  ar Industrial Es n t a  complex to be s i t e d  a t  Gerehu 
ir the Nc.tj.-nal Capital to  .net for th e  promotion of 
N a t io n a l s  / owned and operated small t o  medium scaie manu- 
i c .u.'jnc i austries.

T e n t a t i v e  p i n s  are f o r  t i  t  proposed development to  p ro ceed  
as a Bank .ponsored project: 'the necessary funds to  c o v e r
t o t a l  e s t  .. . ..s'.inient costs are available and the r e q u i r e d  
lane h a s  t e e n  reserved.

Yc, f a i t ' f u l l y ,

MPJIAGING^I ,..:CT0 R“ T --------------



H O R N 1B R O O K  C O N S T m . ' N S  F T Y  J M 1 T E D
u o a r m c  omet: SPTOfQ QAJlO'a» ’tCAD, TOHOVs T  '' '-C»M8T. P JI.Û. Pwcnns: tatOM

P.0. Bos 1896 
Bflpofc:

WR:vmg 21 July 198C

Mi' V . C urn a r a s am y,
UNIDO Consultant 

to the Government 
of Papua New Guinea, 

PORT MORESBY

1

i

Dear Sir,
Further to our various discus : ' vis on your icP'n. on s m a l l  service 

industries to be establish-'d by • itdo nal businessmc • • t - supply 
larger companies with various o" .run uts an l re.eiir̂ ' r.tr:, v 5 comment 
as follows.
( 1)  We b e l i e v e  that  the ide ' h-s  m e r i t . but wi ] ] - ' work f  1 1: u
l a r g e r  companies, or  s o - c a l l e d  sue"so^s, a re  invo: v e i  r  m f e a s 
i b i l i t y  study s tage  o f  t i r  p o; ct vat through ro • imp1 *' " - r a t  on 
as w e l l  as in uhe operat  - ns ct the > . <iness f o r  i c ■

(2) This could be carried o it on ~ 1 .red fee bas?' >r a number
of years, the *ees b^ing ixet, to tu , - ver and pro.. achieved by
the individual service indus'1:; t ' v--ure that, the - • nsor cry inisa- 
tion will develop the service .n . •> u 1 fficiently. . i othe~ words, 
to give them eu incentive to bv - t v; service i .du Dry l 'h in
turnover and croftt.
(3) The detail e ci a r"angemenf of t ’" ' w fees can be ooked ut >.ter
as long as the bms 1 c • 'inc i; le? is a' • rea to and tie rees a: o
sufficient to r-ukw1 i t attr'C" ve to both part ies in:ol ed.
(4) The i u : c‘'•'meut of t h '*• ^■ o" •" company in the various service
Industa'i es wi 1.1 O ' pen d on ne : :x: pic y ' f y of the oper a t ions. T f
could vary from oui te a sho^t period to, say, two or three year’s.
Again, this wi] < have to be a-- -esseu in each individual cast .

As far us our company is concerned, we would bo prepared to 
invest,igate the following service industry in more entail 1 o come 
up with profitability of the ventures: we are suggesting.

(A ) Machine Sbop:

This could be set up nit icily / ith a lath, threading machine 
and, possibly, a p i aue.v in a u:- o: : • which would oprox.' mat el y
10 m x 10 m, with Drovisionr- dr . tensions at rater date.
Initially, we believe we w o -’ r-u ■  ̂ u1 1 work to rr ke this venture
reasonably at f "nc.ti.vu to u, ' ’ s 1 uessman. We do, ho' ̂ vur . 
believe that to make the von ’ ;■ y  ¡table me, 1 aer we r i n 
this line would have to he 'v> ■■ i 'r'' 'tht'e eompn n i • . The mount
of work a vui 1 nl 11 e ¡'mm o' ■ ■ voti! d have ' ■ >r> stue l in
more de t a i I ;e 1 ", ’ ; ! 1 v y - . . ., , : . ' r .

n x n « VA
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feasible that the volume of work available from other companies 
would make this quite a good proposition with quite a large scope 
to extend the shop into more detailed and sophisticated machinery 
work in small and easy stages.

This shop could well be set up in the estate you have in 
mind at Gerehu.
(B) Reinforcing Steel, cut bent and tag

This particular venture would consist of fabricating stock 
length reinforcing bars into the various shapes required in con
crete structures, i.e. buildings, bridges and wharfs. It would 
involve the setting up of a covered shed approximately 10 m span 
x 20 m long, providing one or two bar croppers and one or two 
bending machines. It would also involve the stocking of reinforcing 
steel in stock lengths which we would be prepared to supply as 
consignment stock to cut down on the initial investment. For 
this reason and also for technical reasons, it would be better 
if this venture was set up near our fabrication shop.

At the moment we are carrying out this work ourselves in 
our workshop and we only carry out our own work for building 
sites in and around Port Moresby. We also do some work for 
other contractors on a smaller scale. We believe that this 
venture could well be a proposition and would be prepared to 
look into this in greater detail to come up with a feasibility

Obviously, these studies will take some time and effort on 
our part and we do not want to go into this without some under
takings that we are not wasting our time. If we have a definite 
approach from a Government Department or Development Bank with 
some firm undertakings, we could put the time and effort into 
both projects to develop them both in full with initial establish
ment and a planned expansion program over the next few years. We 
are familiar with this type of work and can cite as an example a 
joint venture project we have undertaken at Arawa between ourselves 
and a local group on Bougainville Island.

We look forward to your reply on the above, but will not go 
any further at this stage.

study.

W. RASPOTNIK
MANAGER
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PAPUA NEW GUINEA
D E V E L O P M E N T  B A N K

Head Office,
Development Bank Building, 
Waigain,

Reply Managing Director P.O. Box 6310, BOPYko.
Ref___...............  Telex 22295 DEVBANF.

Telephone 259255
24 July 1980

Mr. W. Raspotnik 
Manager
Hornibrook Constructions Pty. Limited 
P.O. Box 1396 
BOROKO - NCD

Dear Sir,
RE: YOUR LETTER OF 21ST JULY TO MR. V. CUMARASAMY
Before providing specific comment on issues raised in your 
letter it might helr< you to better understand our position 
if we give you a brief outline of how the Development Bank 
first became involved in project promotion.
When the Bank was established in July 1567 the range of 
National entrepreneurs was found to be confined generally 
to small trade stores, transport operations and building 
contractors, and it was quickly realised that without some 
major initiative on our part it could be many years before 
they would be in a position tc take on commercial and 
industrial activities on a medium to large scale.
As a first step towards overcoming the problem, we set up a 
Project Division with the task of identifying and promoting 
business opportunities suitable for National Management 
(and ultimately ownership).
In doing so we recognised the lack of management skills avail
able and realised that if we were to achieve any measure of 
success in developing National businessmen an element 
of training would have to be added to the usual supervised 
credit facility.
A Projects Division was therefore established which has now 
been functioning over five years in which time it has promoted

- over 80 trade stores/snack bars throughout P.N.G. 
(includes Gerehu Supermarket)

- Printery (i- bamo Press)
- Rent a Car Company (Nationwide Rent a Car)
- 2 Joinery Works
* Customs Clearance/Freight Forwarder
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- Soft Drink Factory
- Industrial Cleaners
- 5 large cattle ranches (in Morobe, Southern Highlands 

and Northern Provinces)
- 300 sow piggery breeding/fattening unit (Port Moresby)

In cash terms our investment in these projects totals in 
excess of K7 million, and the combined annual sales of all 
enterprises already exceeds K30 million. We have not yet 
had a business fail.
Coming now to your letter's comments (1) to (4)

(1) We agree.
(2) We agree and should here make the point that in 

establishing Projects Division the Bank has sought 
to ensure that it was self sufficient i.e. 
commercial fees a.a calculated and charged to
the various 1 unnosses promoted to cover the 
total cost of a i inputs, which means that the 
businessmen being helped, pay for the assistance 
provided, and no subsidy, hidden or otherwise 
is involved.

(3) We agree.
(4) We agree.

So far as the two servi' ■ industries mentioned are concerned, 
the Bank is prepared t p iov'dr , by way of loan and equity 
funds, their total esKb! !■ ui•/¡it and operational cost, 
subject of course to pio • k  ■ of feasibility studies 
illustrating acceptab;' prc-n; ts of economic viability, and 
subject to the availability of the necessary skilled work 
force (i.e. tradesmen1' .  ̂ j . v/hat you have written we agree 
that the "Machine Shop" w > • id seem suitable for inclusion 
in the proposed Industrial Estate at Gerehu, with the Steel 
Fabrication unit being located near to your existing workshop.
One final comment: should this undertaking of the Bank
encourage you to commit staff to preparation of the necessary 
feasibility studies, the relevant cost would be accepted as a 
first charge against any loan which might eventuate (i.e. your 
full costs would be re-imbursed if loan was approved).
Your further advice would be appreciated.
Yours faithfully,

(S.A. REID)
MANAGER OPERATIONS DEPARTMENT
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PO Box 105 Port Moresby Papua New Guinea Telex Camohe NE230 35 
United Church Building Douglas Street Port Moresby Telephone: 211344

W.R. CARPENTER (PNC) LIMITED

MCB/jhs 23 July 1980

Mr. V. Cumarasamy
Division of Industrial Development 
Department of Labour and Industry 
P 0 Box 5644 
B0R0K0---PNG * 1 2

Dear Mr. Cumarasamy,
Further to our discussions last week I would confirm the following points:

1. Should a local industry be sec up to produce domestic plastic
ware for kitchen or bathroom we would expect to be able to purchase 
at least K50,0G0 worth of these products at wholesale prices, 
provided the design and price are reasonably competitive.

2. We would consider tak . t; a I m s p from the Government on industrial 
land for the purpose of industriel estate development. Acceptance 
of land for leasing would depend upon physical criteria, e.g. 
suitability for building, services available, location and of course 
cost.

On this land we woi Id be prepared to build, awaiting suitable tenants, 
two small buildings sav of 2(7/0 - 2500 sq.ft, for each. As and when 
these are leased then we could build further.
We would be prepared to publicise the availability of these buildings.

Eventually we would anticipate, providing title to the land could be 
given, that we would sell back to the leasing companies the buildings 
which they occupy.

We would of course expect in the initial stages to exercise some 
control over the choice of industries and tenants.

Yours faithfully,

M. C. BENDALL 
MANAGING DIRECTOR



WESTERN HIGHLANDS DEVFLOl W1NT O )R PORATION F. ïMT TEP

11th July, 1980

P.O . BOX ° 2 4, 
MOUNT HAGEN 
Papua New Guinea
Telephone 521897 

521829 
521562

Our Reference: 17.71
The Assistant Secretary,
Division of Industrial Development,
Dept, of Labour & Industry,
P.O. Box 5644,
BOROKO. Attn: Mr. V. Cumarasamy

Dear Sir,
PROPOSED 10 HECTARE INDUSTRIAL ESTATE FOR THE TOWN OF MT.HAGEN
Reference discussions with Mr. V. Cumarasamy during his visit 
to Mt. Hagen and also in Port Moresby.
1. STRUCTURE OF THE WESTERN HIGHLANDS DEVELOPMENT CORPORATION
The Western Highlands Development Corporation Limited is the 
public company investment <_rm of the Western Highlands 
Provincial Government. Its prime objective is to promote 
development within the Vies tern Highlands Province, both as an 
investor and as a catalyst. The structure of the corporation 
anc its group of companies is briefly as follows:-

Western Highlands 
Prov. Govt.

Melpa Development 
Corporation P/L 
(100% Prov. Govt. 
Holding Company)
Western Highlands 
Dev. Corp. Ltd.
(Min Shareholding by 
Melpa Dev Corp of 51% 
L.G.Council Sharehold
ing up to 49%

Western Highlands 
Local Government 

Councils

Melpa Prop
erties P/L 
(100% owned 
property co.)

i

Central Highlands 
Printers r 'L. (100% 
owned printing Co.)

Niugini Rent- 
a-Car P/L 
(Hertz) 30% 
owned, 70% by 
other Prov. 
Govts.

Lottery Manage
ment Services 
P/L 17% owned, 
83% by other 
PGs/Ccuncils

Gilsenan Meip.. 
P/L 49% owned,; 
51% expat. ! 
Building 
elect, 
hardware, 
retail 1

Melpa Electrical 
to. :i'actors P/L 

owned.
Id c
contracting.

Proposed 
Industrial 
Estate at 
Dobel

Proposed Melpa 
Gardens Resi
dential, com
mercial, hotel, 
recreation etc, 
estate.
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South Pacific Coffee 
Pty Ltd (Joint ven
ture with other PGs 
and coffee growers) 
Proposed instant 
coffee factory.

Proposed vegetable 
growing & processing. 
Part ownership with 
growers, etc.

The Western Highlands Development Corporation Limited has been 
funded by share and loan funds provided by the Western High
lands Provincial Government through the holding company, Melpa 
Development Corporation Pty Ltd, and also shareholding by local 
government councils of che Western Highlands Province. Total 
funds made available from these sources to date are K819,200.

The present investments of the Western Highlands Development 
Corporation are as follows:-
Melpa Properties Pty Ltd {i00% owned property company)

Existing

Under Const- 
struction

6 intermediate cost staff residences for 
the W.H.D.C. group of companies.
. ngen i'lv'.a shop and office complex valued 
at ox^mately K600,000 with loan funds 
available from the PNG Development Bank.

Future Plans - Town House residential complex.
Indus1! i- Estate at Dobel
Residential, Commercial, Hotel, Recreation
al complex on Mt. Hagen Golf Course estate

Gilsenan Melpa Pty Ltd (49% shareholding by W.H.D.C.)
This business is an established company heavily involved in 
building construction, sheetmetal, plumbing, electrical 
contracting, supply of hardware, building supplies, 
electrical goods, h:-fi, radio, cassettes, etc. As of 1st 
May, 1980 the operations of 100% WHDC owned Melpa Electrical 
Contractors Pty Ltd have been transferred to Gilsenan Melpa 
Pty Ltd.

Central Highlands Printers P-.-.y Ltd (100% owned printing Company)
This is a new business established by W.H.D.C. in 1979 
and provides commercial offset printing services in the 
Highlands.
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Niugini Rent-A-Car Pty Ltd (30% shareholding by W.H.D.C.)
The balance of shareholding is held by other provincial 
government development corporations and 10% by Hertz 
Australia. The company is the Hertz Rent-A-Car licencee 
in Papua New Guinea.

Lottery Management Services Pty Ltd (17% shareholding by
W.H.D.C.)

The balance of shareholding is held equally by Provincial 
Government Development Corporations from Eastern and 
Southern Highlands, Chimbj and Madang Provinces and the 
Port Moresby City Council. Tie comoany operates the Win 
Mcni Lottery which commerced in the above provinces in 
February, 1980.

The objectives of the Corporation are to become actively 
involved in development of r m T industries, businesses and 
agricultural projects in conjunction with other groups, 
companies and individuals. Ac such, the developments will 
create employment in the urban and rural areas of the Province 
and promote spin-off activities and businesses. Overall, 
the economy of the Province should increase as the developments 
come tc fruition.

2. DEVELOPMENT OF THE INDUSTRIAL ESTATE CONCEPT
The concept was evolved in 1?79 by the Town Planning Section 
of the Dept of Lands in Mount Kagen. Because of the lack of 
industrial land in the town of Mount Hagen, the Lands 
Department in 1972 reclaimed a coffee plantation at Dobel on 
the Highlands Highway some 6 ; ilometers from Mt. Hagen town 
and rezoned it for industrial purposes. The plantation was 
sub-divided into 16 portions varying in size from % hectare 
to 10 hectares. To date leases have been granted over 8 
portions as follows:-

Portion 818 Coffee Factory 2.4 hectares.
Portion 840, 841, 843, 84^ Government stores 1.7 hectares.
Portion 849 British Pet re - cum Fuel Depot 1.8 hectares.
Portion >.'42 Plantation Supp]y & Service- 

Bulk Store

oCM hectares.

P or' ion 892 ! NS Pl f'c+r1 ■ y ’ommission Tub-
r' 1 *- ; r-I- 2.1 } - < - < • t -1 r e S .
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Refer Department of Lands Noting Plan 77 Dobel, Milinch 
Hagen, Fourmil Ramu. A photocopy of the Plan with the 
proposed Industrial Estate is attached.

To speed up the allocation of industrial land to prospective 
lessees, the Provincial Town Planner, in conjunction with 
the Western Highlands Development Corporation (Melpa 
Development Corporation) recommended that the Corporation 
be granted a Town Sub-Division Lease over Portion 904 "DOBEL" 
under Section 73 of the Land Act. The Provincial Town 
Planner prepared a draft design (attached) of the proposed 
sub-division including 24 industrial allotments varying in 
area from H to 1 hectare. Application for a Town Sub-Division 
Lease over Portion 904 was then made by the Corporation and 
a Lease recommended by the Western Highlands Province Land 
Board No. 1208 in October 1979.

The recommendations of the Land Board now await the approval 
of the Minister for Lands, “urveys & Environment for the 
granting of the Town Sub--';•’.vision Lease to the Corporation.

Upon granting of the e. at tention will then be given to 
the following matters
a) A detailed Town Su-I iv j >n Design is tc be prepared

by a registered su1veyor and submitted to the Surveyor K600
(GSt)General for approval. Engineering plans for drains

and roads are also ti< be prepared and submitted K1000 (est)
b) Upon approval by tne S ■rvoyor General of the design, a

physical survey of boundaries is to be conducted and 
submitted to the Surveyor General. K3000(est)

c) Portion 904 is already serviced by 3 phase electricity.
Additional supply lines may be required as well as a 
transformer. K10000 (est)

d) Engineering construction of 240 metres of sealed roads 
including kerbing, guttering and drainage is then to
proceed at estimated cost of K150 per meter Length K36,000 (est!

The estimated cost of this work on the preliminary
design of 24 allotments is K50,600 (est.
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It is envisaged that rhe preliminary design ir.ay be amended to 
provide for fewer bvc larger allotments and less service roads. 
The number could be reduced from 24 to say 15. The prime 
objec . of the leases will be for industrial purposes however 
anciiliary buildings for staff accommodation, trade stores 
etc are a necessary requirement, particularly in regards to 
security and national staff accommodation.

The industrial estate will include the services of electricity, 
telephone reticulation and sanitation and garbage collection 
as these are already provided to adjoining developed portions.
It is envisaged that the town water scheme (currently under 
construction for Mt. Hagen town) will not be extended to Dobel 
for up to 10 years and sewerage reticulation not ba considered 
for at least 10 years. Water supply for the estate will there
fore be rain water collected on each block from roofs into 
storage tanks. Water could be pumped from nearby Ganga Creek 
on the North-Eastern boundary of the estate for industries not 
requiring pure water. Sewerage disposal will nead to be in 
septic tanks on each block.

The Provincial Government's main aim, through the Development 
Corporation, in developing the Industrial Estate is to speed 
up the allocation of land. To promote industrial development 
in the area it would possibly be worthwhile for the Corporation 
to construct a small number of basic design industrial buildings 
on fenced allotments complete with water storage, septic tanks, 
staff housing and with electricity and telephone services 
connected. Cost of each such developed block would be in the 
vicinity of K200,000. Each complex could either be sold to 
a business concern or leased to them. The Government would 
be requested to assist with any such development, possibly 
in the form of a guaranteed loan for construction of advance 
buildings in a serious attempt to attract industrialists.

3. NATIONAL & PROVINCIAL GOVERNMENT REACTION TO THE PROPOSAL
Both the National and Provincial Government should be in favour 
of the industrial estate concept as it will speed up the 
allocation of land and promote industrial development. The 
Western Highlands Provincial Government is keen on the Dobel 
Estate concept as well as the proposal to re-develop the 
present Mt. Hagen Golf Course Estate along similar lines for



residential, commercial, hotel and recreational purposes.
I enclose copy of the Melpa Gardens development proposal 

. under cover of W.H.D.C. letter 17.71 of 26/6/1980 to the
Western Highlands Province Town Planning Committee. The Melpa 
Gardens development proposal is planned to commence at the end 
of 1981 with relocation of the Mt Hagen Golf Course at its 
new site at Kagamuga during 1981.

With the Dobel Industrial Estate and Melpa Gardens Estate 
proceeding somewhat simulataneously, Mt. Hagen will be able 
to provide investment and development opportunities for many 
levels of business, industry, commence, residential and re
creational requirements of the fast growing town.

It is believed the Industrial Estate concept will speed up 
and promote regional industrialization as a means of promoting 
industries and employment and utilizing available materials 
of the area to meet local markets. Industries such as 
furniture making, repair shops, food processing, cold storage 
and coolrooms, bulk storage, etc are envisaged, mabe initially 
with expatriate involvement in ownership and management of 
a number of the larger industries or businesses.

4. PROGRESS TO DATE
Until the Minister for Lands approves the granting of the Town 
Sub-Division Lease there has been and will be little progress 
made on the proposal. Once approval is granted and the lease 
issued, funds will need to be allocated by the Corporation 
for the cost of the design fees, engineering works, registration, 
legal expenses, tendering of available allotments, etc which 
should be in the vicinity of K50,000.

5. BALANCE OF PROGRAM FOR COMPLETION
Program for completion of the proposal is as detailed in 
paragraph 2 above and dependent: on availability of qualified 
surveyors, engineers, road construction equipment and 
Electricity Commission and Telephone reticulation completion. 
Until all works are completed to the satisfaction of the 
Surveyor General, then it will be impossible for the Corporation 
to transfer allotments to leasees.

APPENDIX 8 (Page 6)
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Upon completion of the necessary works to the satisfaction 
of the Surveyor General, all allotments will be advertised 
for tender and applications will be considered by a committee 
comprised of the Provincial Lands Officer, Secretary of the 
Department of the Western Highlands (or his delegate) and 
a representative of the Western Highlands Development 
Corporation. It is envisaged that maybe up to five allotments 
will be released in the first allocation of leases as demand 
for land in the immediate future is not considered as critical.

It is therefore envisaged that from the time the Minister 
grants approval for the Town Sub-Division Lease to the time 
when transfer of Title to Allotments is finalized and regis
tered will be a period of .2 months if all goes smoothly.

6. CORPORATION"S EXPECTATION S F ROM ESTATE
Mainly to speed up land allocations in the Province to promote 
further development. Because of the present semi-development 
of the Estate area, i is not envisaged that development costs 
will be high and ther. fore '; • Corporation should recover costs 
after releasing say 4ue th blocks of land. Profits gained 
from the release of subse<uert allotments can be utilized for 
development costs of other proposed estates sometime in the
futute. x v

'  \

7. REQUIREMENTS FOP SPEEDY IMPLEMENTATION \

The main problem envisaged lor speedy implementation of the 
Industrial Estate propose L io administrative procedures 
within the Dept, of Lands, Surveys & Environment. This is 
due mainly to the fact that there are very few records of 
similar estates on file and precedents set in the past would 
be most handy for Lands Officers to follow in this and future 
documentations.

>

8. PROMOTION OF NATIONAL ENTREPRENEURSHIP

It is considered that most of the major developments on the 
Estate will be t; existing businesses in the Highlands area 
who wish to expand onto larger areas of land or open a new 
branch in Mount Hagen. The main interest expressed by National 
businessmen for land is for the purpose of trucking depots and
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bulk stores. However, the promotion of other services such 
as repair shops, furniture manufacturing, etc can be 
emphasised once the estate is in operation.

If the Government wishes to promote National entrepreneurshi 
or new industries, it may have to offer incentives such as 
rent free or rent reduced tenancies during the initial 
period of the industry. If such be the case then the 
Government would need to guarantee the Corporation its 
return on investment on the buildings. In order to reduce 
the period of guarantee, the Government would need to 
promote industrialization and thereby ensure that buildings 
are taken up.

To keep development and construction costs to a minimum, 
and subsequent Government guarantees to a minimum, it would 
be advisable to adopt low cost design buildings suitable 
to industry for advance building prospects.

9. MANAGEMENT OF THE ESTATE

It is considered that the Industrrai Estate is too small to 
warrant setting up a management office purely for the Estate 
However, such office would be beneficial if the industrial

* estate and Melpa Gardens Estate were to be developed
simultaneously. Such office would then be responsible for 
the complete planning, financing, co-ordination and 
construction of each estate and the subsequent leasing and

* or sale of the blocks of buildings as well as the daily
management of both Estates.

Provi; ion could also be made in such management office to 
1 provide administrative assistance to National businessmen

on the Esta!es in the form of accounting and managerial 
advice and services and to assist with negotiations in 
business dealing, if required.
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10. LIKELY CANDIDATES FOR THE INDUSTRIAL ESTATE

The following firms or groups have expressed keen interest 
in obtaining land at the Dobel Industrial Estate

Lama Sawmill of Ialibu - Timber yard to sell timber
which is milled at Ialibu.
(100% National) 2 hectares

Roadways (NG) Ltd - Road Haulage freight yard
and truck depot. Roadways 
are the British Petroleum 
Agents in Mt. Hagen and 
would require to be located 
close to the BP Fuel Depot 
(Portion 349) Roadways is 
1001 Nationally owned. 2 hectares 

Foamboard Building Systems - Prefabricated housing
construction. Presently 
located in short term 
leased premises in Mt. Hagen.
Expat firm seeking Prov.
Govt shareholding once 
business established. h hectare

Traisa Trading Pty Ltd.*- Road haulage freight yard
and truch depot including
services of vehicles and
staff accommodation
(100% National) h hectare.

It has been suggested that with industrialization, particu
larly on a regional or provincial basis, if a Resource 
Centre could be tied in with Industrial Estates. Such 
Centre would be associated with the Bureau of Statistics 
and could supply information in respect of the Province 
or Region which would be of benefit to prospective investors. 
At the present time information on investment potential 
is totally lacking on a provincial basis. For instance a 
prospective investors. At the present time information on 
investment potential is totally lacking on a provincial basis. 
For instance a prospective investor seeking information on 
establishing ap import substitution industry would v/ish to



know the quantity of import^ of a particular product and 
its landed cost, and similarly require to obtain sufficient 
information to calculate the cost, ci production including 
cost of labour, raw materials, freight, housing and factory 
rents, taxes, vehicle expense.-. • i c .

APPENDIX 3 (pay':: 10)

11. EXISTING INDUSTRIAL SECTOR j-N Old HAGEN AREA (as Known;
tSTi: . EC

NAME OF FIRM ■ V.-V • NATIONAL IQlATY— -.... '- ...... — ----
MOTilc-T Pi'JG Lt i 1 t ' c- ,:.r:.e lactate 2 4 i
Kc*-9 cUTlugS. NdCuicii P ITOti U'.' G.u r : e ’.0. .ii rectory i 00%

Pc taco Li 1 - cS
Hagen Bottling P/L m r : ' - tact or'/ i ;&3
Plantation Supply/Sers ice P i U U c.-CYYii : ilSi'S
British Petroleum ’ ... . epcc
K.Paua Tradin'-. , ..k i 10 o %
Fresh Food Market d p i ma O  f t ,. :.r lu0%
Bindon Plan tat .¡.ori r-/ L r :-u. : e. •••- 100%
Wamp kGA Motors P/L t" ...*. Woj rs’nop, Sales 10 0%
Lie Motors ' • ' ■ i ' ‘ , Workshop, Sales 24%
Foambo^d Build. System. . ' ’ J * . housing NIL
1 agon Kofi Pty i td O ‘ \ I./ t O X y 100%
Centifli Highlands 
Printers

P :. i n  ii..-i Factory 10 0%

Glen Eildon Timber Y i 1 lard
ATA Limited Timber I ard 100%
ATA Limited Y o : 1 '< inu Construction 10 0%
ATA Limited !<;..■ . u 1 ansport 100%
PNG Highlands freighters 1< O ci ■ * ’ -r-r i IS port 10 0%
Hagen Hauliets Oi., 0 r .1 nr po r t 100%
AGK Pacific P:y i 1 c . it .p-;;nq Construction 10%
Wilson Lie- rri nil ;.t i f? (.: ■ , 'ml Contract 7 —

Kiluwa r . ip ty Ltd r, i T'rv. n: ; p' : t »—1 o o l*5

Kaiwe Motor;, y o ; .ie Per a j. . s 10 0%
Ur a Motor.. voir:. d (■ repairs 10 0%
Kubor Win.->1 i Civil Pngt r i ng -
Pangia Construe l.I on <" i v ; 1 Eng l .eering, Build G o

Madaka Construction Bu1 1 <ii.ng Cor.sfcruction 75%
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Gilsonan Melpa Pty l t d  Bui lding Const ruc t ion ,shootmeta1,electrical, 
plumbing, hardware etc. 49%

Jimi Earthmovers P/L Road Construction 100%
CAP Machinery Pty Ltd Road Construction 75%
TDE Pty Ltd Electrical contracting 50%
Roadways NG Ltd Road Transport 100%

Submitted for your information, please.

Yours faithfully,

Dept, of The Western Highlands

Warren R. Bartlett 
Managing Director.

cc The Secretary 
Dept, of The ' 
?.0. BOx 17, 
MOUNT HAGEN.





APPiìnP»* S \ )

r

^*ngth of new roads £ k C  ret res 
(centre line)

.ubdivision provides 2 k indu trie1 
■-1 lotmerts . Development. sm ■■
••.tent at periphery of the c 
that inner sites can be used f. i 
expansion of existing sites if 
necessary.
Blocks I. 1 to I.*» could be further- 
subdivided if necessary.
Two or three trade store sites 
could be provided i f  required. 
Suitable s ites  would be part of
1.1 or 1.5.
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.'■ubdivision provides 21* in ’u tri'-O 
-T lotrrerte . DeveT oprrent s: < •
• tart at periphery of the o. ' c 
that inner sites can be used f.-.i 
expansion of existing sites if 
necessary.
Slocks 1.1 to I.U could be further 
subdivided if necessary.
Two or three trade store s i t e r  
could be provided i f  required, 
-lui-table s ite s  would be part o f *  
1.1 or 1 .5 .

j'jAI, *
BABE ' -1 Dobel ' P' m

Nil in 1 f 
Fourm r- • i~u
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PROGRESS ON INDUSTRIAL P.nOJECT STUS.iltS 
~IVISION

\ • r> 7 ! ^ j.'i i.' •j> * p.t d^-VFLOPmEm r

DEPARTMENT OF LABOUR AN? INDUSTRY

All references to periods near, stuo 1 es were cone 
intermittently.

SECONDARY INDUS?:? IS i .-.IOil?'Y IN’ tA < 1  At

1. Act ivars-: > * L 1 ■ c or.t ??• ix : hsrcoa1

Prettabicil ; i.y , i.A ie.i' L i c A'ducted tor
past 2q vea. c?ci x r ir_.;. ,
Estimated Ir.Vt. s'-N'.C-T.t - A- ;*■. j i  L  C  11 ■

N . P . E . I . Rcqs _■: i cropo..--e'. f.'cr i. “■

2. A CJ r - • t ■ C  ■ 1

Dr --ft < A ■- .1.?;’ D: 'Li j.•' • - ..lUl’IiCtrC a A /OdirS EiQO •
' . C. _ .. A. v- n - - v. ? — I ■-RAJ on. ?NT.lx. lee a carried
cut ,:u;v.y ... . .Oior.', --Fix x, 198 0.
Feâ :. - v . - • JV v.ill be carried out in
J C l ), J O A ? _ number c* locally based
companies A-ve .■•.pressed in.ercst. in the
project.

3. Fuel tuccnot ::;s B.io-u.s.ss _Respyr. cis

Minerals and Enc ray too? c:vtr project. After
2k years. Pnoc Plant proposed on Cassava. 
Investment Kb 5?,000 - based on Cassava.

Prefetsx ‘ 1 l ity .:cuee;.: <:;oj nq on i.or Alcohol
and ' roqar based on Poqar.
Iron Accor ̂ K i . 1 !<w ! 1 1 on .

Mi ¡eraIs and hu.sv.y - St vdy ir.q project for 
.j (' ..; j bason on Nipe Saqo Resources at two 
pis . a . pectively.

i Gulf Province
i i .  bast ..op: k .
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4 . Essent xai Oxl Process i nq

Prefeasibility studies for the past 2h years 
Feasioility Study to start in July 198C.
Investmert K300,000.

5. Integrated Sr.ipbuildinq and Repair

Data coxlection stage has been pendinu for 
a year for lack of funds. Tc commence 
hopefully July 1980. Application for 
funds made 1st Quarter 1980. Request
approved.

6• Dry Cell Batteries

Studies going on for 2-i years. Feas: r j iity 
Studies proposed to be undertake beginning 
Jut ,r A 8 0. Estimated Capital Investment 
K2.5 million. Meanwhile, an Overseas 
company is progressing with the Submission 
of an lives, m n t  proposal.

11 - SECONDARY INDUSTRIES - OPEC AC' ‘IVITIES - PROCESSING
industries

1. Fruit, Nuts h 'Jigetaoles -

Request for Technical information being 
sought from various sources U.K., Singapore, 
Taiwan, UNIDO, Australia, Scale of Operations 
not .Luentxfied yet. Assistance is being 
giver, to a rational company who are planning 
to ¿tcro mho small scale canning of tomatoes. 
■A >earnr. ..x ôir.g undertaken into wet coconut
pxocessing.
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2 . SjJ lCc:.

Prefeasibility Studies to be initiated if 
funds are made available. Planning an 
NPEP Submission 1981 which will include 
the subject.

3. Rattan

Concept of Project proposed to Provincial 
Government (4 months ago) February 1980. 
Submission for aid funding will be in July 
1980. It is expected that project will 
be support ed . I r.ves t mcr. t y ̂ t , 0 0 r> .

4. Canning of Imported Beef

Request for feasibility study submitted 
to v.'ov .ment in April 1980 for approval. 
Decision pending. Since then three 
companies have expressed interest in proposal 
and are conducting investigations. Invest
ment Y.2 million.

J11 SECONDARY INDUSTRIES - OPEN ACT TV ' ! r - MANU
FACTURING INDUSTRIES

1. Bandages, Plaster. Sanitary Towels & Wrappers

Project forgotten for oneyear for lack of 
staff

2• Boxts, Nuts, Screws, & Rivets

study on at. least for 5 years. Conflicting 
ideas on feasibility because scale of operation* 
not ''entitled. However an engineering company 
in PNG is confident of the projects feasibility 
and is contemplating investing. Investment 
approx. «250,000.
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Cement ¿1 Lime

Project considered for many years. 
Negotiations with various companies proved 
unsuccessful. Now looking into the estab
lishment of bulk handling facilities as a 
first stage.

Ceramics

Identified as feasible in 1979. Pilot 
Project under establishment. Project behind 
schedule primarily because of UNIDO delays 
and now hoped to start in September 1980. 
Initial Investment K250,000.

Confectionery

No studies because of lack of staff.

Electric Wires & Cables

Studies delayed due to lack of staff.
Might be taken up by an electrical retailing 
and repair establishment which have had 
several discussions with Department.

Explosives

No technical expertise to take up study.

Fertiliser Mixing

Stuc-es delayed due to lack of staff.

Nets, Linas & Ropes

3t 6  ' .2 delayed due to lack of staff.
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10. Furniture and Other Wooden Goods

Consultancy from UNIDO - identifying problems 
of industry. Feasibility Studies will be 
completed in July 1980 and used to promote 
projects.

11. Garments

Feasibility Studies proposed end 1980.
Some initial interest hopefully expressed 
by overseas companies. Small establishment 
will start producing in Chimbu this year as 
a result of Department's assistance.

12. Glass Household Wares

Studies delayed due to lack of staff.
Might be taken up by glass bottling plant.

13. Injected & Blow Moulded Plastic Goods

Studies delayed due to lack of staff. 
Discussions have been held with a packaging 
manufacture who may start a blow moulding 
project.

14. Leather Shoes

Preliminary Market data collected. Availing 
information from one Foreign Investor.

15. Rubber Goods

Pilot manufacture of rubber thongs has been 
undertaken for many years. Department current 
investigation possibility of plant going 
full commercial.
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• Feasibility Studies being carried rut for
5 years - Work with a national owned company 
have taken project for funding and machine 
sourcing point; Capital Investment K1 million.

17. Travel Goods (Bags & Suitcase)

Project being formulated in conjunction with 
a Foreign Investor and a local partner

18. Wood Veneer and Plywood

Studies going on logical location in 
association with a new or existing logging 
and sawmilling project.

19. Weaving of Cotton Textiles & Terry Towelling

Studies and promotional efforts for last 
5 years. No Foreign takers because 
protection policy not clear and viability 
uncertain. Promotional efforts still going 
on.

20. Metal Founding

UNIDO assistant of status of industry 
commissioned by Department of Commerce. 
Department of Labour and Industry currently 
investigating market for founded goods 
in conjunction with a national company.

SECONDARY INDUSTRIES - OPEN ACTIVITIES - ASSEMBLY 
& FABRICATING INDUSTRIES

1. Domestic Electric Appliances

Preliminary Studies made and assistance 
given to a national company who are considering 
investment. 1 1  1
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One project successfully establishes v. a 

decentralized location on basis c ' ~ : uc.re

investment K50,9C0. Other v ' 

in decentralized iooat ions h a *■. be 

identified.

3. Motor Vehicle & Tractor Ass-- b

After 7l'i years study, proper; i 

Sanction vas prepared in Deri

ve c to be rvbrcittad. Disci:; a 

tii,:.- ■ Wilt severe..! cotta l-j,

4. So , pa.:ors

Pre.: . rv.rid'"y Studies dor;e in ...919. Ore 
Foreign Ficm invited. Shoved interest -r first. 

Dropped out later. Discussions hav.. boen 

initiated with an overseas Cotptfy ad cr rdy 

in Papua bow Guinea.

5. dU-ii_oai-dhp non

No r asibi.lj.ty .Studies. Assistant:., bom been 
give5: to ... national company ¡.r ' in; H: g inlands . 
foreign investors participation has boon 
.ought.

Engineering it Met-ai FabrIvdUi:,j
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