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SUMMARY

The project is the outcome of a report made by a
UNIDO/UNDP team which visited Papua New Guinea in 1974,
which made recommendations regarding the potential and
programmes for small-scale industry in PNG which were
substantially accepted by the Government. A request was
accordingly made by Government for UNIDO/UNDP assistance,
and it was anticipated originally that to implement the
recommendations of the expert team with the changes and
amendments decided by the Government would require finan-
cial resources of about US$900,000 for experts short-time
consultancies, training, equipment etc. over a period of
10 years. However, due to the shortage of UNDP funds, the pro-
Ject scope had to be drastically reduced and the Consultant
assumed duties as Project Manager on 15/3/76 without any
supporting staff either UN or national. He was also
requested to function as Assistant Secretary, Small-Scale
Industry in the Department of Commerce or as it was former-
ly known as Business Development. Throughout the lifetime
of the project, due to continuiné shortage of funds, it
was not possible to recruit anythiny like the expertise
required to execute a8 project ofthe magnitude contemplated
originally. However, the Consultant was ahle to obtain a
few short-term consultanciés and UN volunteer support as
well as some manpower resources from other aid agencies.
Rlso as he functioned as Assistant Secretary (Small Indus-

tries) within the Department, he was able to direct the




Civision of Small-Scale Industry operations in such a
manr.er as to ensure optimal utilisation of the resocurces

that were available.

The achievements of the project are certainly quite
encouraging and beyond expectations considering the inputs

it receivéd.

Papua New Guinea is a newly independent nation with
a very small industrial sector employing about 19,000
. persons. The contribution to GNP in 1978 being only 8.89
percent. Nearly eighty-five percent of the population live
in the villages in a horticultural society as subsistence
farmers quite unlike the typical rice culture villages of

many Asian Countries.

Over ninety-five percent of all manufacturing indus-
try is ouwne! and managed by expatriate firms. There are
alsp a very large number of constraints in regard to the
promotion of small-scale industry. GSome of these are
unique to Papua New Guinea, such as the topography which
makes surface transport enormously difficult, "the wantok"
system; hign wage levels; a small and fragmented market
and most critical of all, the lack of entrepreneurial

initiative in the industry field.

This of course does not necessarily mean that there
is no future for small-scale industry in Papua New Guinea.

in the Consultant's view, provided appropriate development

strategies are pursued, small-scale indusiry despite the




formidable constraints that exist has a good potential
in Papua New Guinea, 85 the country's cash economy gra-
duslly expends, it's forest, marine and mineral rescurces
exploited and the agricultural sector is diversified and
modernised which will result in cleoser linkage with in-

dustry.

As far as the project is concerned, mast of the
immediate and lung-term objectives of the project, name-
ly: formulwting a strategy for development; advising
on policy support; generslly strengthening the sctivi-
ties of the Department of Commerce; identifying potential
entrepreneurs and types of small-scale industries to be
developed with an emphasis on local raw materials and
available skills etc. were achieve. It could hte said
also that the project has made a substantial contribu-
tion to the overall industriasl develaopment of the cgun-
try with a record of concrete achievement. There have
certainly been the ineviteble diseappointments and fail-
ures, but overall, the Consultant is of the view that
the project has been 2 success. O0One has only to compare
the situation today to what existed in 1976 to realise

this.

Particular mention must be made of the large numhber
of small industry projects presently either already in
the production stage ur in an advanced state implementation

which have ber~ promoted directly by government with




assistance from the project. To name a few, sericulture,
salt, leathercraft, coir, handloor weaving, chalkbuoards,
metalworking, cane furniture, handcrafts, wooden products,
blacksmithy, ceramics etc. The speed of implementation

of many of these projects has however been hampered by
lack of technical staff, funds, bureaucratic procedural
delays: and of course lack of sufficient policy suppurt
and an inadeguate institutional framework and infrastruc-
ture. Froposels made by the Consultant in respect of
some of these matters have yet to be accepted by Guovern-

ment, )

On the treining side, the project found opportuni-
ties for a very large number of Papua New Guineans to
obtain training in a variety of fields both locally and
abroad on multi-national or bilateral aid programmes.
While the greater proportion of those involved in the
training programmes were given mainly on-the-job training
locally, both theoretical and practical training has hbeen
provided to departmental officers as well as to potential

national entrepreneurs gr gverseas courses.

Some research also has been done into the utilisation
of local raw materials, but here again lack of gualified

staff has hampered progress.

Although much has been achieved,va great deal more
has to be done to provide the right pre-conditions for

small industry development in Papua New Guinea. Every




effort should therefore be made to consolidate uwheu has
so far hsen achieved and untiring efforts continue to be
made to make the smsll industry programme a real success

in PNG,

In conclusion, the Consultent must stress the scute
staff shortage situstion that presently exists, and the
necessity to recruit immedistaly experienced professionals
rather thsn romsntic smatsurs merely becsuss they sre
more resdily aveileble, This could well be disastrous to

the future of small-scele industry development,

The Consultsnt's recommendations regarding the future
promotion snd development of small-scele industry ers at

pages b0-b4,

Although the project officielly terminates on
30/6/81, United Netions input will continue ss & large
number of voluntesrs will be assisting Pspua New Guinea
in the promotion of small-scale industry in specislise

fields for st leest snother twoc or three years.

The Consultent has slso no doubt that short-term

consultencies will be required from time to time in

regard to existing and future projects,




Background
I The Project

This project is the outcume of the recommendations
contained in a report by a UNIDO/UNDP team of four Indian
experts who visited Papua New Cuinea in 1974 an the poten-
tialities and progremmes for the development of small-
scale industry in Papua New Guinea. Thefr report with
certain amendments wass accepted in principle by the Govern-
ment of Papue New Guinea. The Govermment however felt
that taking into carsidersation the socio-economic frame-
work of Papua New Guinea, that s cautious approach wag
necessary, but very high priority was given to this acti-
vity as it was very much in line with Goverrment's main
development philosophy ensirined in its eight aims. It
was felt that time span of at least ten years would be
reguired for the implementation of the project. UNDFP/
UNIDO eassistance was accordingly provided for Preparatory

Assistance in late 197% on the request of the Government,

In the Preparatory Assistance Phase of the project,
the immediate and lonn~-term objectives were described as

follows:

"Immediate Objectives

The immediate objectives of the project are:

(8) to advise and assist the Government of Papua
New Guinea in the formulation and implementation
ofsan intenrated programme of small-scale indus-

try develeopment, particularly in rural areas.




(b) to advise on strungihening the activities of
the Department of Business Development in the
field of promotion of small industrial enter-

prises.

(c) to assist in identifying potentlal entrepreneurs,
and to select within Government priaorities the
types of small-scale industries and locations
having favoursble development prospects, and
using locally available skills, and as ftar as

possible, locally availsble meterials,

Long-Term Objectives

The implementation of the full-scale project will
accelerate the comprehensive development of small-scale,
rural and village industries in accordance with the
Guvernment's established priorities and thus contribute
to overall industrial development, It is expected that
the project will provide increasing opportunities for
Papua New Guinesn participation in industrial activities,
foster the creation of new employment opportunities,
especially in rural area, and achieve & more equltable

l' distribution of income, in particular between the urban

and rural areas of the countrey."

It should be noted that the 12-month preparatory
phase contemplated the provision of the following:
1 Project Manager

1 Rural Industries Expert




1 Mechanlecael Engineer
Shart-term Consultants
Administrative Support Personnel Fguipment

Training of PNG Nationals

The cao-operating agency of Government for the pruject
vas the OUffice of Buslness Develgpment later rnamed the

Department of Commerce and Industry.

Unfortunately, houever, due to the acute position
regarding UNDP funds during 1975, it was possible to fund
anly the Project Mansger. It was hoped however, that
curing the course aof the year, some volunteer support
would be made aveilshle. The Consultant wes appointed
Project Manager on 15/3/1975., As the shortage of funds
continued during tha Consultent's entire tenure of office
of five years, he did not aobtain the support of eny long-
term experts at any time for the project. He wss alspo not
provided with an official transport or administrative
support personnsl., Throughout the five yeers, the Consultant
used his private car, but did not claim any travelling
allowance. A Secretary was provided only efter four years.
A counterpart was available only for a few months due to
the non-aveilability of suiteble candidetes. Limited
volunteer support however did become gvesilable Ssubsequent-
ly 8s well as short-~term consultancies. The Consultant
did not go to UNIDO Headquarters, Vienna for briefing when

he took up his appoaintment. His only personal contact with

BNIDD Headnuarters was a very brief visit in 1978, when he




was invited to read a peper at a seminar. Closer personal
contact with UNIDO Vienna would have bepen extremely use-
ful. iIn more than one sense therefore, this project
received step-motherly treatment which was perhaps unfar-
tunate. There was also continual uncertsinty regarding
the future of the project, as it was extended piecemeal

sometimes for less than a period a year,

In this situation, no long-term planning of any prec-
tical value for the project was possible. The originsl
long~term project envisasged an expenditure of sbout
U5$900,000 to be spent over a period of 10 years. The in-
putes to the present project were far smaller then this
over its lifetime of just over five yesrs, In the circum-
stances, any attempt to meesure inputs sgeinst the original
outputs contemplated will be totaslly unreslistic. The
Consultant, however wishes to record thet in his opinion
the outputs produced far exceeded expectations and com-
pared very favourably with what might hsve been produced,

had the originsl inputs been given.

At the request of Government, the Consultent also
agreed to function gs Assistant Secretery (Small Indus-
tries and Technical Services) without any additionsl remu-
neration which position suddenly fell vacent, and there
was no suitable candidets avelilsble. Although it is not
usual for experts to combine operationsl roles with advisorvy
roles in the particuler circumstances of this case, this

combination of roles helped consideratly towards the im-




plementation of the project, because the Cansultant was
able to involve himself directly with the staff of Lhe
Small Industries Division of the Department of Commerce
and utilise their services in helping toc implement the

project.

II, Sociel and Ecaonaomic Factors

Papus New Guinea emerged 8s en independent nation
in September 1975. New Guinea is the next to largest
island in the world, after Creenland, and the area covered
by the new nation is about 180,000 sguere miles, roughly
half of the island, the remainder being under Indonesien
administration. Its problems in regerd to the develop-
ment of smell-scele industry are unigue., New Guines has
been cut off for centuries from external influences by
an accident of geography. The situetion, <opography,
character, climate of Papus New Guinea, to which the
migrant ancestors of the present inhabitants came, offered
them a refuge that was well secure from contacts with the

outside world.

The topography has been one of the major constraints
to rapid industrial development, Nearly one third of the
country is composed of steep mountain pesks rising up to
10,000 feet. A similar asres is covered with swamps where
nothing can be cultivaeted or grown systemetically. This
has prevented the development of 8 good system of roed

or rail communicetions in @ country which is quite large,




with the result that mgst of the main urban centres are

almost totally dependent on air or sea transport. The
population of only 3,000,000 presents a small consumer
market, which not only has a very low per capita income,
but is bedly fragmented into tiny and in some cases in-

accessible parts.

Like many other develaping countries, Papua New
3uineea has 8 dusi economy, but it is a dusl economy with
g difference. As one writer has pbserved that the economy
is a peradox. It is primitive, less devaloped and modern -
all at the same time, While the primitive subslstence
sector of the economy has the features of the horticul-
tural society which existed about 10,000 years ago, its
modern sector, particularly trade, banking, urban housing,
construction, end communicetion, has the characteristics

of a8 modern industrial state such as Australia,

The manufacturing sector itself is extremely small
and very under-developed. Secondary industry contributes
abuut 7% of the gross damestic praduct and employs 10% of
the toteal workforce. The value of total manufactured out-
put in 1974-1975 amounted to roughly UG$250 million at
current prices and employment in manufacturing totalled
about 19,000 persons in 1978, Between 1972 and 1978,
employment in the manufacturing sector showed an over-all
increase of only about 3,000 with an absolute decline in
two of these years, whereas aoutput increased in real

terms by 16% in 1973-197b and 27% in 1J74-1975., Industdal




metals and machinery sub-section account for the largest

share in totel industriasl employment, with slightly mare
than one third of the total manufacturing workforce.

Two other industry groups, "food, drink and tobacco" and
"othei industries", employ the remainder. Apart from the
narrowness aof the industriel base, what is most import-
ant is that it is estimated that nearly 9% of manufactu-

ring industry is owned and managed by expatriates,

*" The paucity of linkasges within the ecano-
my is also striking, Only 8 per cent of primary
agricultural output feeds into the processing and
manufacturing sector whereas 23 per cent is for
final current consumption and 60 per cent is for
direct export. Almost no processing is done of
the output from the mining sector. In the manu-
facturing sector the inter-sectaral linkages are
small, teing 6 per cent of the total output of
the sector. However, a further 14 per cent feeds
into Construction end Building, 10 per cent feeds
into transport and commerce and 9 per cent into
agriculture., UWhere the linkages are strongest
in the economy are between the tertiary industries,
electricity, transport, commerce, etc. and the
other industries, Intersectoral linkages are
also well developed in the tertiery industries".

An informal sector is almost teotall 1sent due
partly to Government restrictions, such excessive protec-
tion of licenced firms, over regulstion of transport, re-

pair and maintenance, commerce and industvy, and too much

emphasis on the orderly development of towns.

* Re-Orientation of Industriasl Policies, Economic
and Social Commission for Asis and the Pecific, p.75.




The manufacturing sector is dominated by capital

intensive and labour-saving technologies. This has in-
fluenced those who have been treined technically. The
tendency 12 always to throw away and replace rather than
to repair, unlike many other developing countries where
every effort 1s made to repsir in order to save foreign
exchange and to incresse employment opportunities. High

wage rates in PNG make auch palicies impractical,

Manufacturing is heavily concentreted in three Pro-
vinces out of a totel of 21 - Morobe, Central and East
New Britain - and located meinly in the urban centres of

Moresby, Lae and Rabaul.

Over 85% af the population however live in rural areas,
and 8s mentioned above, they are mainly irvolved in
subsistence farming, although with the widening of the
cash economy - larger numbers are now getting invelved in
cash cropping. The Highlands Region, which is perhaps
the least developed has the lowest share of industrial

activity, but has the largest population.

If the artifact industry which employs large numbers
(perhaps around 150,000) mainly on a part-time basis is
not taken into consideration, rursl industry as such is

also virtually non-existent,

With a growing unemployment problem particularly

among the educated youth, the inability of the manufactu-
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ring sector to provide widening avenues of employment,

is a matter of great concern., If present trends continue,
it is estimated that by 19E4 there will be 310,000 schoaol
leavers without wege-earnirg employment., This could have

serious political implications. 1In addition, there is

o

considerable disparity in income levels betuween urban

and rurael waorkers., Minimum wages for rural workers grew
by 5% in real terms from 1971-1976, In contrast, the
urban minimuem wage rose by 116% in tne seme period. As

a result, the urban labourer earns much more than the
rural plantation worker and very much more than the rural
labourer. This wide disparity attracts th.: mare skilled
artisans to urban areas and has accelerated urhban drift
with a cumulative effect o1 unemployment, irncreases Ln
crime, social tension, pollution, and squatter settlements
in urban areas, As yet however, there are no financial
incentives for local industry in rural areas for fear of
perhaps creating e favoured class. Recommendations for
providing financial incentives for location of industry
in rural areas were made in 197€ by the Consultant, but

these recammendations did not receive support.

The urgentneed to divert a greater proportion of

resources ta rural areas is recognised by Lhe ifiovernment

in its national development strategv. 11l pinposes to




reduce inegqualities by creating income-earning apportu-

nities in rurel ereas. It is also concerned with main-

taining subsistence production and improving the range of
subsistence goods aveilable. Urban development will be
seen as complementing rural development as the foundation

for future industrial based expansaion.

The administrative system is ane of the mest central-
ised among developing countries. It is heavily dependent
on expatriates, and quite a few of whom have little or no
previous experience of the problems of developing countries

or of development administration.

As in many developing countries, the provision of
rural development services has been badly co-ordinated -
resulting in poor delivery and consequent loss of canfi-
dence in Government Departments. Emphasis is therefore

now being placed on planning at the "grass roots" level.

A major step towards involving rural people is the
establishment of Pravincial Governments of which there are
twenty-one now. Previously, there had been considerable
lack of communication between rural aress end the decision-~
makers with a consequent insensitivity to rural needs. It
is hoped that the estasblishment of Provincial Governments
will change this situation. Funds for small business
development have been specislly sllocated to Provincial
Governments under the National Public Expenditure Plan.

Promotion of small-scale industry however remains a national




function and backstopping for Provincisl Projects are being

provided by the Department of Commerce and Industry.

Fortunately, the vast amount of natural resources,
mineral, forest snd marine, elong with plantation crops,
have helped the economy to remsin stable in recent years
despite export price fluctuations, Sound economic marage-
ment with the objective of maintaining ® hard currency
by the Government has kept inflstion at relatively lou
levela. The country is however at present grest depend-
ant on Australisn eid. It is the Government's objective
to reduce progressively this dependency on Australis for

financial support.




FINDINGS

The industrial sector in Papus New Guinea as mentioned
earlier is small and under-developed, and the constraints
to the development of small-scale - some of which are

unigue to Papusa New Guines arc¢ formidable.

Lack of entrepreneurs. PNG has s very short history
of naticnal entrepreneurship - having entered the cash

economy relatively recently.

A high wage and cost structure. UWege levels for skilled
and unskilled labour sre the highest perhaps amongst the
developing countries of Asias, The fartnightly urban wage
is K73.56 in the main urban areas and the rurel weges 1is

K22.4b,

Small and fragmented markets due to geographicsl con-
ditions as elready mentioned, and s distribution network
dominated by & few large expatriste firms who have no real
commitment to promote nationsl sntrepreneurs.

Inadequate support by the Department of Supply in
regard to purchese of locally manufactured goods by in-

sistance on very high quslity standards etc.

Difficulties in obtsining expatriate technical and
managerial expertise as well as their high cost.

socio-cultural features such @s the ‘wantok' system.

Inheritence of the technology of an industrially
advanced country from the pre-independence era.

A subsistence sgriculture bssed on horticulture which

is at the moment unsble to give a resl fillip to rural

industrial developmenti,




Absence of an infurmal sector, as is found in nearly

all other Asian -ountries due to over regulation in local
authori*y areas.

General lack of exposure of the indigenous population
to an industriel culture.

A highly centralised public administration resulting
in time consuming delays in regard to recruitment of key
personnel and hampering efficient operation of Government
industrial promotion esctivities.

High cost of utilities such as electricity.

Disinclination of Government to give protection tao
infant industry except on an "import parity oprice” basis.

High cost of bulilding construction.

Non-availability of land and buildings to potential
national entrepreneurship at reasonable rentals.

As these constraints are very relevant to planning
and implementing any programme of development and have to
be overcome or strategies adopted to deal with them, some
detailed comment is necessary. However the need for bre-
vity compels the Consultant to restrict these additianal
camments to a few of the more important.

The fact that these constraints exist does not how-
ever necessarily mean that the picture for small-scale
industry development in Papua New Guinea is a gloomy ane,.
Far from it, 0On the other hand, one must not have un-
realistic expectations as regards the pace at which small-
scale industry development in PNG can be forced. Hasten-~
img slowly should be the strategy.

Perhaps, the most critical constraint to small-ucalre

induslry promation is the lack of national entrepreneuwrship



as is the case in most developing countries, although the

problem in PNG is much more acute. The present policies
of the Government are heavily committed towards the pro-
motion of nationael entrepreneurehip amangst the indigenous
population particularly the rural areas. This also means
that, unlike in centrally planned economies, the mamentum
of small-scale industry development must depend on the
availability of potential industrial entrepreneurs who are
today virtually non-existent.

In this context therefore, Government's great hopes
for the speedy development of modern factory type small-
scale industry in rural areas apart from cottage indus-
tries will not become a reality in the near future in the
great majority of rural areas, although we have achieved
some limited success in certain provinces.

Moreover at this time, neither the institutional frame-
work nor the infrastructure facilities or other basic neces-
sities exist in typically village areas - for the promotion
of economically viable small-scale rural manufacturing in-
dustries except for cottage industries.

These are hard facts which must be accepted and as the
Consultant sees it, the first step towards industrialisation
in rural areas will perhaps be the establishment of repair
and maintenance workshops, followed by manufacturing in-
dustries based on utilisation of appropriate technologies
and local raw materials, if they are economically viable
and can be competitive with imported products. This too
can only happen with the modernisation af agriculture or
the exploitation of natural resources which will help to

raise rural incomes.




The lack of capable national entrepreneurs interested
in industrial oppaortunities is a key problem which cannot
be solved avernight. While those with entrepreneurial
initiative can perhaps with industrial management training
improve their skills, it is not possible for Government

"to manufacture" enteepreneurs.

The political, social and econamic conditions at any
particulaer time will determine the growth of entrepreneur-
ship in any paerticular country. Government can however
help to a great extent by the creation of a favourable
climate faor such growth by offering appropriate incentives,
and praviding the required infrastructure and institutional

framewark.

The wantok system which guarantees ta thase belonging
to the same ethnic group or clan, the right to seek and
receive assistance frou those who are more affluent has
alsoc been very detrimentel to the promotion of industrial
entrepreneurship in the Consultant's experience. There
are others who take the opposite view and regard the system
as having great potential for industrial development, as
it could mean a pooling of resources. Howkver, the
Cansultant's own experience in PNG in regard to industrial
ventures certainly does not bear this out., 1It's parasitical

nature is disastrous to the entrepreneur.

Marketing is anmother major problem area. Although

much data on individual projects has been collected, it




is in many cases not adeguate to assess market potential.

Additionally, the domination of the distribution network
by large expatriate firms who do not have anyreal commit-
ment to promote the small-scale industrialist, is another
probiem which is compaounded further by the Department of
Supply insisting on very high standards of guality tor

locally manufactured goods.

If small-scale industry is to be promoted in real
earnest, a massive effort is necessary by Government in-
volving considerable capital expenditure. Inmany cases,
prnjects‘may have to be started off by Government or a
Government sponsored organisation, and later hived-off
when the timewas appropriate to suitable entrepreneurs.
The demonstration effect is extremely impaortant in a

developing country.

Gavernment executed projects however face extreme
difficulties due to the inflexibility of CGovernment rules,
and the bést solution therefore is the establishment of
an autonomous organisation to implement Government projects
on a commercial viable basis which the Consultant has

recammended.,

Another crippling canstraint is the lack of land and
accommodation for the small entrepreneur. The umall-scale
industrialist with meagre t'inancial resources and no col-
lateral, is unable to buy land even if land is available.

Most of the prime industrial sites are presently in the




possession of expatriate firms who can afford to develop them,

And possession of resources to develop is one of the

griteria for alienation of Government land.

On the Consultant's initiative, an advertisement was
placed in the daily paper in 1979 reguesting persans inte-
rested in zetting-up small-scale repair and maintenance
industries to make application to the Department of
Commerce, in order to assess what assistance could be
given ta them. A study of these applications from nearly
100 showed that the major constraints to these nationals
starting off their projects was their difficulty in obtain-
ing land, accnmmadation and finance. The rentel cost of
accommodation too is beyond the means of the potential
indigenous entrepreneur. The alternative of constructing
gne's own accommodation is also quite difficult, as cons-
truction caosts are now around K220 per sguare metre which
is also beyond the means of a national entrepreneur even
if he can get suitable land. Provisior of worksheds by
Government within an industrial estate complex at reason-
able rentals is therefore essential, wherein urban areas,
a semi-urban areas prospects far pramotion of industry
exist, Some element of Government subsidy is inevitable,

as it'is part of a promotional effort by Government,

Reference must also be made to the time consuming
bureaucratic procedures, that one has to go through in
order to gain possession of Government land. A major

project promoted by the Office of Business Development on




which much time was sperd by the Consultant is stagnating
for the last three years, though all parties were ready to

start off due to the reguirements of Land Board procedures.,

Government's policies of maintaining 2n open economy
with tariff protection for lacal industry granted only on
the basis of Mmport parity price" has certainly not helped
emall-~scale industrial development in PNG. The reluctance
of Government so fer to grant tex benefits as incentives
which have been granted in many psrts of the world as well
es tariff protection for smaell-scale industry has hean
‘besed partly on tha grounds, that it will leasd to
increesee in the cost of living end partly 1in the ideolo-
gical grounds of the need to preserve or create an egala-

terian society.

The exchenge velue aof Kina has appreciated consider-
ably with the result thet few small industries that are
in existence find it extremely difficult to compete
with imported products which have become cheaper., The
Department's moulded rubber goods factory 1s a case in
point. Inevitably, also local industry is unsble to export
its products as they have become more expensive with con-~
*inued revaluation. 1In this situastion, identification of

economically viable projects is therefore nat easy,

It should be noted however, that the Government has
provided certein incentives for indigenous entrepreneur -

namely: tax holiday for five yesrs for national companies




though nat for 4mdividuals; a natiaonal investor's scheme;
a credit guarantee scheme; and assistance for making

feasibility studies. These however are still insufficient.

The cost of electric power in PNG is very much higher
than in other South East Asian Countries, and mare than
double the cost in Australia, despite PNG's great resources
of hydro power, The recent increase of 25 percent in the

tariff will make the position even worse.

Another grsat weaknesses is the lack of training
in industrial management. No well-organised training in
this subject is yet imparted in the technical schools,
universities or anywhere else. Attempts to organise such
training locally have also not proved successful due to
lack of qualified personnel, and therefore the only other
possiﬁility namely training abroad has been resorted ta.
Perhaps the ILO Regionel Project for Entrepreneur Develop-
ment could lend some support, but this would be limited
as this project has to cover the whole reginn with priority
to the smaller countries. The expected linkage with the
ILO Projecc on Small Business Management also did nat

materialise.

Frustrations has arisen with regard to recruitment
of key technical staff due to procedural delays etc. A
major project like the silk prcject has been very adversely

affected by this, UWhatever the rationale of these proce-

dures may be, there should be some flexibility where
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projects involving physical outputs are concerned such as

the silk project. The Consultant notes that the situatiaon

has since improved scmewhat, However, he has brought the

gkrioushess of the dtaff ditdafiuhrtu the Secretary, that .
unless key stéff are in position by latest June this year,

muck of what has been schieved so fer will be lost., 1In

fact, implementation of some projects on which much work

has been done came to & halt due to poor management by

inexperienced staff.

There is edditionally conflict and overlapping amongst
Gavernment egencies in regard to the industry function which
is not only a contraints to development, but a wastes of
scarce Government resources. Differences of opinion as
between the Division of Industrial Development and the
Department of Commerce and Industry as regards their rela-
tive roles have yet to be resolved. There is also no

national strategy for industrial development,

Papua New Guines Development Bank has made a very
great contribution in promoting national entrepreneurship
in the field of commerce and agriculture. However, its
record in the field of industry is not impressive. uWith
its enormous resources end suppaort from the Asian Devglop-
ment Bank - it could play a much more sctive risk taking
role as this could have a very positive impact on Govern-

ment's small industry development pragramme.

One has o 3accept the fact that for many yeare to come,

Government will be denendent on foreign assistarice




in many technical fields for the promotion of a8 success-

ful small industry pragramme,

Every country has to specially design its small in-
dustry development programme to meet its own unigue caon-
ditions. It would be a fatal mistake to try and trans-
plant wholesale policies and praogrammes copled from
another country, however successful such programmes may
have been in that particular country. Thiec is particular-

ly true of Papua New Guinea.

The infrastructure and institutional framework that
presently exists can only support a very limited programme
of small industry promotion. It takes time to build up
infrastructure and institutions particularly in a coun-
try where indigenous professional skills in this area are
very limited and specialist expatriate skills also nat
easy to obtein for providing the planning, organisation
and implementation of any small industry development

programme.

Once egain lest what I have said before, may give the
impression to the reader trat the Consultant is a dismal
prophet as regerds the future of small-scaele industry, he
would like to stress that this is not so., Despite cons-
traints mentioned above, the prospects for the future are
bright ss PNG hes enormous potentisl in forest, merine

and minerasl resources. The exploitation of these resources

will provide many "spin off" industrisl opportunities for




the potential small-scale industrial entrepreneur, and

the present strategy of promoting the self-employed tradi-
tional as well as modern artisean will hopefull provide

the entrepreneurs of tcmorrow as has been the case in
other cauntries. Moreover, educational standard are

rising and communication within the country are improving

which are good auguries for tne future.




ACTIVITIES CARRIED OUT: QOUTPUTS PRODUCED AND ACHIEVEMENTS

In view of the fact that the resources planned for
the project by way aof full-time experts, machinery and
equipment etc. never beceme availaole during the lifetime
of the project, the Cansultant hed no alternative but to
adopt a somewhat pragmatic approaech with the limitea re-
sagurces that were available to nim., However as mentioned
earlier, during the later phase af ihe project, valunteer
support became avallaple as well as a number of shaort-term
consultancies which were funded under UNID(O's SIS scheme.
This support proved inveluable end helped greatly to
schieve many of the objectives originally contemplated in
the long-term project document. Much support was also
obtairmed fram ather volunteer arganisations as well as

experts from CFTC and of course departmental staff.

It should be noted, that the Ccnsultant up to February
1580 continued in the dual role of an operatiocnal expert
and an adviser. This meant that substantial portion of
the Consultant's time was involved in the dey-to-day admi-
nistration of the Divisian of Small-Scale Industry which
hed a large number of officers working for it including
expatriate staff of many nationaslities. Inevitably, there
were times when canflict between the Consultant's role as
UN adviser and his role as an operational expert. Fortunate-
ly houwever, this conflict did not escalate at any time to
any major proportions, More specifically, project acti-

vities and achievements could be summarised as follows.




(a)

Advising an policy support.

The Consultant sdvised that Department should res-
tricts i activities to projects where the invest-
ment in machinery and equipment is under K75,000.

This was because there were fgy Nationals who bad
the capability of involving trnemselves in very large
prajects and alsa pecause tre resources of the

Department were limited.

He also edvised the provision of a package of
incentives as policy support for the development of
small-scale industries somewhet similar tothet pro-
vided in other caountries, but designed to sult PNG

conditions,

A comprehensive memorandum on palicy support for
small-scale industry in Papua New Guines was prepared
and submitted., The policy support recommended covered:

(1) Granting of finencial and fiscal conces-
sions with specisl reference to industries
loceted in rural areas; corcessions an
duty; tariff protection; investment grants
etc.

(i1) Industriasl extension services.

(1ii) Merketing assistance, credit facilities,
manpower training, infrastructure facili-
ties and tariff protection.

However, the submission did not receive favourable

response from other Lovernment Departments, on vaviou:s




(b

grounds including the ground that incentives may
create 8 privileged class in society which was
against the development philosophy af the Gavern-
ment, and also that the grant of incentives would

lead to sebuscz,

The Conaultant felt that in the context of
Papus New Guinea, where ihere was very little know-
ledge of the technigues of small-scale industry pro-
motion - the time wes not opportune to pursue this
matter any further by trying "to convince" the
critice despite the fact that a greet deal of work
had been done on it., He took the view that with
the passage of time - at leest saome of the incen-
tives he had proposed wculd inevitably have to be
granted though pernaps piecemeal, when it was
realised that ihey were vital for industry pro-

mationes Thils has since happerned to some extent,

Assisted the Department in obtaining technical

assistance through egencies other then UN both

bilateral and multi-latersl, in view of the diffi-

culties in obtsining adequete UNDP assistance and

Government funding to support & small-scale indus-

try development programme.




(c)

UNIDO short-term consultancies were obtained
for the following key projects:

1. Salt *

2. Leather and tanning *

3. Rubberised coir *

4. Handloom weaving *

5. Foundry development *

Additionally, experienced volunteers who
had specialised in their particular fields were
jdentified and selected for pramoting the
following projects: handlooms; traditional hand-
crafts; woodworking; ceramics; blacksmithy;
silk reeling; rubber moulded goods and leather-
craft. Some of these volunteers were UN volun-
teers and served as members of the Consultant's

project team,

On the Cansultant's initiative, CFTC expert-
ise was also obtained for the sericulture,tra-
ditional handcraft, promotion of industrial
estates, coir fibre and cane furniture projects

as UN funds were not available.

Aspisted in obteining training facilities abroad

for potential Papua New Guineans entrepreneurs

and departmental staff as well as locally.

Training facilities for potential entrep-

reneurs and small industry personnel involved in




(d)

promotional work were abtained from UNIDO and
thrgugh TCOC in Indie, Indonesias, Thailand,
Korea and Philippines in fields such as furai-
ture meking, handcrafts, sericulture, ceremics,
handloom weaving etc. Training facilities were
also obteined in Japan and Ireland for depert-
mental persannel in small-scale industry pro-
motion. Locally organised training in various
crafts are also being provided for a large
number of nationals at a number of centres in

the country.

Assisted in strengthening departmental activities.
Departmental resources have been consider-
ably strengthened by the creation of new positions
on the recommendation of the Consultant such as
Mechanical Engineer, Industrial Marketing Officer,
Chemical Engineer, coir end leather technicisans,
Business Development Officer - (Technical) and
Industrial Economist. Business Development
Officers (Technical) would have a general engl-
neering background and be responsible for indus-
trial extension work in the Provinces. The
Consultent considers these positions as vital
to the success of any small industry develop-

ment programme.




(e)

The Cansultant by functiaoning as Assistant
Secretary in Small-Scale Industry in additian
to his role as Project Manager resulted in con-
siderable financial savings to Government, as
the position of Assistant Secretary would have
been held by a senior expatriate officer. He
was however, unable to train a counterpart as

there was no suitable cendidaete esvellable.

Supervising the plenning and implementation of

Government pilot projects and identification and

evalustion of new projects,

The Consultant was directly responsible for
overall supervision of the implementation and
managément of large number for departmentally
sponsored projects such as: sericulture; salt;
leathercraft; chalkboards; Aitepe Small-Scale
Industry Project; traditional handcrafts; cane .
furniture; blacksmithy; handloom weaving;
bicycle assembly; rubber moulded goods; ceramics;
coir; coconut scrapers; reconditioning of motor
vehicles.

It should be noted that the Consultant was
very much involved with the development of the
sericulture project on which considerable funds
hed been invested by Government. Special mgntien
shnula_also be made of a8 very successful Provincial

Small Industry Project identified by the Consult-

/\:./“:.e




(f)

ant which is located in Aitape irn a very under-
developed area in the West Sepik which is being
implemented very successfully under the direct
supervision of a specielly selected UN volun-
teer, A large number of small industry projects
such as cane furniture manufacture, gunsmithy,
industrial training manufacture of baking ovens
etc, are being promoted.

Notes on some of these projects are at

Appendix A,

The Cansultant nee also left a romprehen-
sive note in the Deperiment on the further
action that is regquired in regard to these

projects.,

Advice was 8lso given on the feasibility
of a number aof projects, In some cases thie
advice was disregarded by other Departments

with unfortunate results,

Assisted in invastigating the feasibility of

improving infrestructure by estatlishment of

industrial estates etc.

A submission was also prepared by the Con-
sultant for the esteblishment of an industrial
estates project in Port Moresby adjacent to the
Small Industries Research and Development Centre

so that the necessary extension services could




be provided easily. This submission which
envisaged the establishment of 12 units has

vet to be approved by the Gavernment, althaugh
over nearly 100 applicants are weiting for land
and buildings to start their own industries as

mentioned earlier.

A recommendation for the establishment of
an industrial estate was alsoc made by another
UNIDO expert recruited by the Division of In-
dustrial Develapment. He recommended that this
industrial estate woulid be managed and financed
by the PNG Development Bank and the tenants whao
would be sub-contractors had obtained large
contracts on the Ok Tedi projects. A few manu-
facturing projects were 8lso identified but no
viability studies were made of any of them.

The Consultant disagreed totslly with the con-
cept of the estate proposed which also had the
end objective of creating industrial entrepre-
neur, for the reasons that such an estate would
create if at all only & class of comprador en-
treprenaur. There wes slso no guerantee of
continued business and finally the PNG
Development Bank had elways insisted that it
would require an economic returns on its invest-

ment. No indicetion was given &8s to who would

provide the tresining and extension services.
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(h)
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The industriesl eatates‘expcrt did not discuss
his dreft report with the Conaultant, Houwever
if the Division of Industrisl Develapment
wishes to go shead with this project despite
the fact that promotion of nstional entrepre-
neurship is the responsibility of the Depart-
ment of Commerce, the Department of Commerce
should have no objection. It is however under-

tood that some af the lend identified by the

industriel estates expert has since been sllo-

cated to cther applicants,

Assisted in collecting, colleting end dissemi-

nating information regerding smell-scele indus-

try Ero]ects and prospects for poitentisl entre-

preneurs.

A great deal of informstion has been
collected and ® national was trained abroad in
this specisl field. He houwever, subseguently
left the service. Non-availability of an in-
dustrial economist hes however been 8 great
drawback particularly in organisirg information
and data relating to possible small-scale in-

dustry projects,

Assisted in exganding the activities of Small

Industry Resesrch snd Davelopment Centre.




UN volunteers specialised in ceramics,

woodworking, handlaoom weaving and leasthercraft
were attached to the Centre. The Consultant
also locsted a specislist on rubber moulded
goods who was responsible for setting up the

factory which is now in operation.

This institution has expended its activi-
. ties considerably, but it is not functioning
as it reslly should in relation to achieving
the objectives of the Department in regard to
small-scale industry development. The main
reason for this has been the fsct that since
it was established, it never had fully gqueli-
fied and experienced industrisl engineer in
charge of its management and operation. It has
up to now been unfortunately the responsibility
of smateurs with no specialised knowledge of
the techniques of small industry promotion or
research with the result thst Covernment is not
getting optimum benefit from it, It is essen-
tiel therefore, that a properly qualified engi-
. neer with innovative talents and experience of
industrial management be asppointed as O0IC - SIRDC
with the least possible delay.

The Consultant has advised that the insti-

tutian should have the following objectives:




(1) Evaluation of small-scale industry
projects for technical feasibility.
(11) Resesrch into appropriate technologles '
in regard to the menufacturing indus-
try.
(111) Treining of entrepreneurs and other
dkilled personnel in specisl field.
. (iv) Provision of common workshop facili-
ties for amall-scale industriaslists.
(v) Provision of technicel advisory service
to small-scesle industrialists.

(vi) Management of pilot projects.

(1) Represented PNG st an ESCAP Regional TCDC Meeting

of senior officers in Bengkok involved in TCDC,

and on & proposel made by the Consultant, @

TCDC project especislly designed for disedvan-

taged countries in the ESCAP Region hes been

accepted end being implemented by ESCAP.

(j) Accompanied the Minister of Commerce and Industry

as sdvisor to:

'. (1) ESCAP Ministers of Industry Meeting in
Bangkok.
(11) 1International Silk Conference in India
in 1978.
(i11) Thaiiand end Philippines on an obser-

vation tour of industry promotion in

1980,




Also represented PNG st an ESCAP Regional
Meeting of senior officiels concerned with
TCDC and the Fourth International Symposium

Small Businesses at Seoul, Korea in 1977,

Although the project officielly terminetes an the
30/6/81, United Nations will continue to be closely in-
volved with the pramotion of smell-scale industry in Papua
New Guinea, as there will be eight volunteers working

with the Department of Commerce in the following fields:

Sericulture (two)
Handcrafts (two)
Leathercraft
Mechanical Enginnering

Blacksmithy

This represents in a sense, & testimany to the

achievements of the project.

The Consulteant recommends that the work of these
volunteers should be supervised by the Assistant Secretary,
Small-Scale Industry of the Depertment of Commerce who

will also co-ordinate with the Resident Representative,

United Nations Cevelopment Progremme, Port Moresby.




RECOMMENDATIONS

1. The policy of smell-scale industry praomotion should
be one of caution and hastening slowly taking into consi-
deration the present socio-economic cantext of Papue New

Guinea,

2e Projects now being implemented or already in ope-
ration namely: rubber moulded goods; salt; sericulture;
Provincisl projects in Altepe and Kerema, North Solomons
and East New Britain; hendcrafts; ceramics; handloom
weaving; wood praducts; bicycle assembly; chalkboard manu-
facturing etc. should be put on a firm basis. The Consult-
ant has left detailed advice as to the further action
necessary on the various projects. The Department should
continue to investigate new projects so that "momentum"

is maintained. The need for careful planning and good

management must be stressed.

3. Determined efforts should be made to recruit the

key personnel required by the Division of Small-Scale
Industry particularly Chemical Engineer, Mechanical Engi-
neer, Industrial Economist and Industrial Marketing Officer,
Business Development Officer (Technical) who will function
as an Industrial Extension Officer. Provision exists in

the establishment for these posts, but they have remained
unfilled due to various reasons., Grest care should be taken

to fill these posts with candidates who are professionally

gualified and not inexperienced amateurs. Every Province




should have a Pusiness Development Officer (Technical) who

will function as an Industrial Extension Officer.

Additionelly every effort must be made to fill
vacant pasitions in the Handcrafts Develapment Division

and also export marketing expertise aobtained fram abraoad.

A multi-disciplinary team at Headgquarters is a must
for planning, project supervision and providing technical

and management advisory services.

b The relationship between the Division of Industriel
Development of the Department of Labour and Employment and
the Division of Industry in the Department of Commerce

and Industry should be clarified as this has created much
confusion and unnecessary overlapping. In the Consultan'ts
opinion, the relevant gazette notification which determines
the functions of the two departments is gquite clear and
should be strictly observed. The Department of Commerce
being responsible for promotion of national entrepreneur-
ship in industry and the Division of Industrial Develop-
ment in the Department of Labour and Employment being
responsible for promotion and development of overseas

investment in secondary industry.

More importantly it is necessary to formulate a
national industrial development strategy and clearly

demarcate the respective roles of the Departments of Pri-

mary Industry, Minerals and Energy, Commerce and Indusiry,




Lebour and Employment and the Natignal Investment and
Development Authority in reletion ta the industry

functiaon,

5. Similarly, important policy decisions 1in regard
to the promotion of treditionsal hendcrefts have to be
taken without any further delay particularly in regard
to the Depertment's relastionship with village Arts etc.
The proposals to hand-over trading sctivities to Village

Arts should be pursued.

6e The project for the establishment of an industriasl
estate in Port Moresby as & pilot praject, should be pur-~
sued as well as any recommendations of the HMT team on
jndustrial estates, if their report indicates that indus-
trial estates for engineering products are feasible in

Lae and Port Moresbhy or both places.

7. Informetion flow as regards smell industry pro-
motion as between the Provinces and Headquarters should

be improved.

8. The submission made by the Consultant regarding a
package of incentives for smell-scale development should
be re-submitted for Government approval with suitable

amendments which take into consideratior. incentives since

offered by Government.

9. The management system at the Small Industry Research

and Development Centre should be improved and proper costing




be done on all research. Project to be researched should

be decided by Headquarters and not by the O0IC - SIRDC.

10. Training opportunities for potential entrepreneurs,
observation tours and training for Smesll Industries person-

nel in developing countries should continue to be arranged.

1. Bileteral Technical Assistance Agreements should
be signed with countries such as India, South Kores,
Japan, Mslsyeis and Theiland. Close contact should be

continued with all bilateral and multi-lateral aid agencies,

12, Initislly, the general strategy should be to give
priority to the promotion of repsir and maintenance in-
dustry in preference to import substitution industries,
unless of course there are such industries which very
viable and the Depsrtment is able to provide the required

extension assistance.

13. Further efforts should be made to promote the in-
formal sector by relaxing rules snd regulations. Back-
yard operation which are not 8 nuisance or a health hazard

should be allowed.

1. The establishment of a Small Industries Corporation
for implementation of small industry projects and the pro-
vision of other services for small-scale industry promotion
@as on the lines on proposed by the Consultant should be
seriously considered as project implementation within the

Government buresucracy is not sestisfactory at all. Apart




from the other adventages, the establishment of such a
corporation will bring to small industry promotion con-
siderable dynamism and act as catalyst for entrepreneur

identification and pramotiaon.

15, The PNG Development Bank should take a more aggreu-
sive role in praomoting small-scale industry than it has
hitherto done. 1Its involvement in any industrial estates

programme is most vital and important.



Appendix wa"

SHORT NOTES ON PROJECTS

Sericulture

This project was inherited by the Department of
Commerce and Industry from the then Department aof Trade
and Industry. 0On the advice of an expert fram UNIDO, it
was started off based on ericulture and not on mulberry
silk, Conditions in PNG were caonsidered exceptionally
good for sericulture. However from the inceptian, the
project did not have gualified technical staff although
considerable funds were invested by Government an bulld-
ings and eguipment etc. In 1976, the future of the
project was in doubt Bs there were no returns whatsocever
after an investment of about K500,000 - the Department
was cansidering its closure. The Consultant houwever
suggested that the project be given a final chance and
as recommended by an FAOD expert wha had reported an the
proje.t, a switch over to mulberry silk be effected. The
change effected had encouraging results, and it was there-
fore decided to go ahead with the project and additional
funding from the Government was made availahble. The
Cansultant was also responsible for obtaining the services
of a CFTC sericulture expert from India. A UN volunteer
reeling technician and another UN volunteer as Commercial
Manager both members of the Consultant's project team
also assisted this project along with four other volunteers

from other volunteer agencies., At the present moment,

cocoons are being exported to Japan at a good price and
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inferior cocoons are being reeled and converted into hand-
loom fabrics. The praoject has goaod potential but still
has to overcaome some problems before it becomes viable.

A few hundred families in a very under-developed areas in
the Southern and Western Highlands are benefitting from
the project which is smallholder based. Foreign colla-
borations appearsthe best strategy. An FAD team which
investigated the project in 1980 recommended that further

assistance be given to the project.

Salt Project

PNG presently importas all its salt requirements. Can-
sumption is increasing by abaout 15 percent per year. The
total import bill is over K700,000. First investigations
were made by experts provided under New Zealand aid. The
experts however did not come to any definite conclusion
as to the feasibility of the project, end they advised

further investigation.

The Consultant shortly after he was appointed as
Project Manager obtained the services of a UNIDO expert
under the SIS scheme who advised that there appeared to
be prospects for the development of a viable salt project,
but further investigations on weather conditions and soil
etc. were necessary. He also recommended 8 pilot project
of 100 acres, if the project wes technically feasible
and financially viable. The services of this UNIDO expert

were later obtained on two subsequent occasions and who




finally recommended that the Department obtain a financial
feasibility and an engineering study of project from a firm
of consultants. The Department also obtained further advice
from the General Manager of an Australian firm of salt
manufacturers and also from a firm of salt menufacturers

in New Zealend. Both parties recommended that the first
step should be the packaging of imported salt to be followed
by the investigation of a pilat pioject later. The Can-
sultant however advised Government that the more prudent
course of action woulo be to go ahead with the pilot
project first, as the cost of the pilot project recommended
by the Australian consultant was not very high. The advice
was accepted and work on the pilot project bhas now been
completed. Hopefully, the first harvest of salt is
expected in May. It is estimated that 750 tonnes tu a
thousand tonnes of salt could be obtained. The Consult-
ant has arranged for further consultancy assistance through
the Industrial Development Unit of CFTC during the ope-
rational phase of the pilot project. Completian of the
pilot project was delayed seven months as the construction
work is being done by the Department of Works and Supply

cver whom Commerce has no control.

Rubber Moulded Goods

When the Consuitant arrived in the country, second-
hand machinery had been ordered for the manufacture of
rubber moulded goods namely thongs and car mats. However

it was nuted that some additional machinery was reqnuired




to set up a manufacturing operation. After discussion ang
advice on the feasibility of the project fram a UN expert
who was advising Department of Primary Industry an the
development of the rubber industry, it was decided to go
ahead. The services of an Australian volunteer with lang
experlience in rubber moulded goods, to erect the machinery
and commission the plant. The plant now is in operatian
. and managed entirely by nationals. However, 2 major prob-
lem of marketing exists due to the reluctance of Govern-
ment to give protection against plastic thongs which are
freely imparted and somewhat cheaper. The plant has there-
fore to work at below capacity and the project at present
is not viable. Scrap rubber with no opportunity cost is
used as the basic raw material. The Consultant telieves
that a determined marketing effort could made this project
viable. Export possibilities should be investigated parti-
cularly, as we have already made same small exports. The
plant has a rated capacity of 400 peirs of rubber slippers
per 8 haur ghift., The thange and car mats produced are

of high guality.

‘ Timber Products

Important projects that the Division of Small Indus-
try were involved sre the manufacture of tocol handles,
chalkboard and furniture. The chalkhboard project was
identified by the Consultant. About A50,000 worth aof chalk-
bopards are purchased by the Educatian Department. Up to

1977, chalkboards were imported. The Department executed




the cogntract in 1978 and 1979 and sub-contracted part of
the contract to small contractors. However if the Depart-
ment 1s to continue undertaking this order a more effi-

cient management system i1s necessary.

Leathercraft

On the advice of the Cansultant, the services of a
UNIDO expert wae obtained in 1976 to report on the pros-
pect for the esteblishment of & tannery and leathercraft
industry. The expert reported that the volume of hides
presently avallable was insufficient to econaomically
justify the setting-up of a tannery. He however advocated
the establishment of a leathercraft industry based on im-
ported leaiuer and the export of salted hides. 7The former
project is now in aoperation in charge aof a UN volunteer
attached to the Consultant's project. A variety of item
:uch as sandals, belts and handcrafts are being produced.
This project is doing g ite well with no marketing prob-
lem, The latter has not been implemented. It is the
responsibility of the DPI who has control of the abattoirs.
It is hoped that some progress can Bte made on this project

“.JO.

Coir

Since 1975, the Consultant has endeavoured to obtain
acceptability of coir by the Department of Supplies from
brooms, brushes etc., but these endeavours did not succeed

as that Department preferred products using man made fibres.




Moreover, tne technology of coir making on a cottage scale
is not kngwn in Papua New Guinea, though it has an exten-
sive acreage under coconut., At large fibre mill is also
lying idle in Madang due tgo the poor price of fiure in

the world market. 0On the initiative of the Consultant,
the praospects for rubberized coir were investigated by a
UNIDO expert who reported that it would not be econaomic-
ally viable. He however advised the investigatiocn of the
market in Australia for other fibre products such as needle
felt etc. [f the mill in Madang could be reactivated,
there would be a source of fibre for the indigenous papu-
lation who could then meke a variety goods at least far
domestic use, The Consultant has now been able to obtain
assistance from the Industrial Development Jnit aof CFTC
for funding a consultancy to investigate the market for
coir fibre products in Australia as UNIDO did not have the
funds and the IPF was exhausted. This took nearly ane and

a half years.

Aitape Small-Scale Industry /romation Centre (W. Sepik)

This project was identified by the Consultant in 1977
and with the support of an outstending good UN valunteer,
it has proved to be a real success in a very under-developed
area., The project is promoting brickmaking; cane furni-
ture manufacture; gunsmithy; repair and maintenance of
automobiles and boats etc. and training of nationals in

metalworking.




Fnundry

The services of a UNIDC expert were gbreined tg report
on the prospects of this project. The report revealed
that tnere was a vast amount of war-time scrap availahle
which could be utilised to produce amongst other products
grinding media for the large Bougainviile copper project
and the proposed Ok Tedi Copper Mines. Further follow-up
is however necessary in consultantion with Industrial
Development Oivisian. A pilat faundry praject has alsa
been recommended by the UNIDO expert. However the develap-
ment of the project is depend=2nt on the establishment of
plant to manufacture grinding balls faor the two larqe

COopper mines.

Blacksmithy

Qver the last fgur years, the Department has been
promoting blacksmithy which was unknown to PNG. Rural
peaple are now being trained in this trade to make simple
agriculture tools fram scrap. Four Provinces have already
been covered by the master blacksmithy who 13 an IVS

vaolunteer.

Handlooms

Excellent progress has been made on thic project.
Textile weaving is not traditional in PNG., Prior to 1976,
the weaving of woollen carpets and cotton bedspreads was
introduced. However the looms used were of a simple type

and productivity was poor. The project has now been




expanded and a greater range af items are now being waven
in cotton, wool and silk utilising the fly-shuttle loam
under the guidance o¢f a master handloom weaver wha is a

UN valunteer., Designs have also been improved. The
Consultant feels that there are good prospects particular-
ly irn regard to the weaving of Papuea New Guinean silk, if
we can emulate what Thailand has achieved. The project

is one which must be giver high priority because of its

linkages with the sericulture industiy.

Traditional Handcraf+is

This is one of the most important areas of activity
of the Division of Small-Scale Industry and the Consultant
was naturally deeply involved with its development. Hand-
crafts provide employment part-time or full-time to many
thousands of people in rural aress. Unfortunately for the
last four years, there has been a decline in exports due
to various reasons, and the Department along with the
National Cultural Council has been hard pressed Lo revive
the flagging fortunes of this industry. Although in 1975,
virtually nao trading activities of any significance were
undertaken by the Department. Today however in order to
assist the producers and keep alive the craft despite the
fact that departmental resources are limited, large scale
trading activities have been undertaken by the Department.
LLast years turn-over was over K150,000. However, many

problems still exist in regard te policy issues which need




early settlement with the National Cultural Council. A
member of the Consultant's project teem is located in
Sepik, the lergest artifact producing area in PNG as Hand-
craft Extension Officer. CFTC has provided considerable

assistance to this project.

Ceramics

There are ceramic projects in operation in Port
Moresby, Kainantu, North Solamons and Rabaul. This appears
to be an industry well-suited to Papua New Guinean skills,
and there is also a good domestic market for hand-made

ceramics ware.

Cane Furniture

Projects are in operation Pes, Daru and Kerema. All
seem to be doing well. A new project is being planned for
Wewak. A CFTC expert from its Industrial Development Unit
whose services were obtained on the initiative of the
Consultant is currently advising on the develapment of

the project.

perema Small-5cale Industry Centre

This Centre has a wide range of activities. A number
of business groups composed mainly of ex-trainees have been
set-up., Main products are handcrafts and bamboo cane

furniture.




Napa Napa Boatyard

One of the best projects identified. After much
argument, this boatyard which was to be stripped and
abandaned by Government was handed over to the Department
of Commerce. However by the time it was actually handed
over, it had been partially stripped and alsc partially
destroyed by vandals. The Department gquickly arranged
a joint-venture with the Pravincial Goverrmrment, a laocal
villagers and a consortium of small expatriate ship repair
firms to reactivate the boatyard and expand its aperations.
Up to the date of this repcrt, nearly 24 months, there has
been no decisian by the Land Board on the application made
by this consortium for a lease. This million Kina rational
asset continue to deteriorate and will soaon be quite worth-

less., What has happened is truly tragic.

Boron Rubberwood Prgject

The Consultant has initialed action to obtain the
services of a CFTC expert to examine the feasibility of
treating rubber wood to make it suitable for furniture
manufacture etc. as is done in Sri Lanka and Malaysia.

Thig project if feasible will help the rehabilitation of
the rubber plantation industry as well as provide a
relatively cheap source of timber to the people particular-

ly in areas like the Gulf.




Appendix "g"

UNITED NATIONS VOLUNTEERS WHO WERE ASSOCIATED

WITH THE PROJECT

Name

W. Hanspeter

K. Kazanjlan

L. Separatnam

D. Liyanage

C. Kappagoda
W.8, Dassanayake
We Moser

We Weismuller

J. Cunningham

Field of Speciamlization

Woodworking

Ceramics

Silk Reeling
Leathercraft
Handcrafts

Handloom

Mechanical Engineering
Mechanical Engineering

Commercial Management -

Sericulture Project




Appendix ng"

SMALL INDUSTRIES

OVERSEAS TRAINING COURSE/TOURS/SEMINAR

nNames Course Country Sponsaor
Zahn Maraga Motor Mechanic Japan Japan-Papua New Guinea

Goodwill Society

+

e Siuna Motor Mechanic Japan Japan-Papua New Guinea
Goodwill Society

Joseph Kaleapo Intensive Practical Mysore, India CFTC
Training in Sericulture

Michael Maya Intensive Practical Mysore, India CFTC
Training in Sericulture

“enry Manuke Motor Mechanic Japan Japan-Papua New Guinea
Goodwill Society

3-zven Nepao Motor Mechanic Japan Japan-Fapua New Guinee
Goodwill Society

Jz2-n Zendi Diploma in Tropical Mysore, India Indiar Gavt. in collaboration
Sericulture with Swiss Government

Jorn Zamar Project Implementation Dublin, Ireland IDA
and Operatians

. Nwa,emwana Handicrafts Export Japan & Europe CFTC
Survey

. Mwayemwana Handicrafts Marketing Jakarta, Irdoresia Indonesian Government

Expaort



_

Names
James Sangat

{ohia Daroga

James Palva

Roland Meiln

Herman Makis
Sapa lLavare
Philimon Sapuda
Jack Aru

Conrad Laman

Heni Igo

Felix Rotsomana

Waosi Wekina

Ajeet Kanuwal

Alban Elisha

Course
AL A

Handloom Weaving

Export Marketing
and wholesale handicrafts

Export Marketing
and wholesale handicrafrs

Export Marketing
and wholesale handicrafts

Silk weaving
Sericulture
Sericulture
Sericulture
Leather Tannery

Small Industry Entrepre-
neur Development

Small Industry Entrepre-
neur Development

Study Tour of Malaysia,
Philippines and Thailand

Study Taur aof Malaysia,
Philippines and Thailand

Sericulture
Observation Tour
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Country

Bandung,lndonesia

New Delhi, India

New Delhi India

New Delhi India

India

Mysore, India
Seoul - S. Korea
Seoul - S. Korea
Madras, India

Dublin, Ireland
Dublin, Ireland
Malaysia, Thalland

and Philipnpines

Malaysia, Thailand
and Fhilippines

Chinra

Spaorsor

Indonesian Government

Indian Gaovernment

Indian Government

Indian Government

UNIDO
CFTC
UNDP
UNDP
CFTC

EEC

EEC

CFTC

CFTE

FAQ




D
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Names . Course

—— ¥ —

Conrad Benkenansi Furniture

Matthew Sissi Furniture

Morakai Aru Furniture

Kaive Apu Handloom Weaving

V. Misikaram Introduction to Project
Appraisal

Ce. N'Drawatl Introduction to Project
Appraisal

M. Okaipa Training Methods and
Skills

A, Kamaral Treining Methods and
Skills

Litau Lani Identification of Indus-

trial Projects and
Investment Opportunities

J. Kaguhonama Identification of Indus-
trial Projects and
Investment Opportunities

D. Aristakao Agro-based Industrial
Development

Ke Al juwo Tenth Regional Industrial
Development

Ve Misikaram High Skilled Machinist




3-C

Cauntr! Spansgr
Thailand UNDP
Thailand UNDP
Thailand UNDP
Thailand UNDP
2uzlin, Ireland FEC
Cublin, Ireland EEC
-“yderabad. India UNIDO
Hyderabad India UNIDO
Dublin, Ireland EEC
Dublin, Ireland EEC
Kuala Lumpur ESCAR/FAQ

Malaysia

Juezan City Netherland Government
=“milippines

‘apan Japan-Papua New Lulnea
Goodwill Saciety



Names

“Kila wari

Paul Nakmal

A. Garkana

P. Francis
M. Uraka

francis Ronny

Paul Mitu

Kila Wari

A. Rungua

T Nou

L. kanan

*

Course
C ]

Expert Group Meeting on
Industrialisation in
Relation to Rurel
Develapment

Methods of Evaluation of
Industoial Projects

Seminar on Small Enter-
prise Development

Small Industry Promotlion
Small Industry Promontion

Seminar on Small Enter-
prise Development

Regional Industrial
Development Course
Canfectionary
Sericulture

Sericulture

Bakery



Countr

vienna, Austria

Tokyu, Japan

Japan

Hyderabad, India
Hyderabad, India

Nagaya, Japan
Quezon City
Philippines
Japan

Japan

Jdapan

Japar

Sponsor
UNIDO

Weorld Bank
Japarese Ggvernment

UNIDO
UNIDO

Japanese Government

Netherland Government
Japan-Papua New Guinea
Goodwill Society

Japan-~Papua New Gulnea
Goodwill Soctety

Japan-Papua New Guinesz
Goodwill Society

Japan-fapua New Guinea
Goodwill Eociet,




_
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Names Course

Ne Ereman Leather

T« Dogo Boat Building

He Jacksarn Boat 3ullding

R, Kuanando Diesel Engine Fuel

De Gamu Building Construction




5-C

Country

Japan

Japan

Japan

Jagan

Japan

Sgunsor

Japan-Papua New Sui-s:z
Goodwill Soclety

JapanePapus New Gulnez
Goodwill Socliety

Japen-Papus Mew G.i"e2
Goocdwill Soclety

Japsn-Papua New Guinez
Goodwill Society

Japan-Papua New Guiree
Goodwill Soclety







