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IV. Trade policies by sector

(1) Introduction

1. PNG is primarily an agrarian economy, heavily dependent on primary production, much of which is subsistence.  Natural-resource-based industries, including processed commodities, logs, fish, minerals, and petroleum are the mainstay of the economy, generating most exports.  The economy is therefore vulnerable to the effects of international commodity price fluctuations.  Several major foreign-owned gas-processing export operations in the pipeline will substantially boost economic growth and government revenue.  Substantial state minority ownership exists in petroleum and mineral projects.

2. The Government views agriculture as a key sector in promoting export-driven growth, rural development, and poverty reduction.  Food security, interpreted as self-sufficiency, including greater food processing, is a priority.  Due to high tariff protection, PNG is almost self-sufficient in sugar, pork, and chicken.  However, agriculture, except for the recent boom in oil palm, has under-performed due primarily to low productivity, largely reflecting inadequate research and development, poor application of technological improvements, and lack of scale economies inherent in smallholder farming.  Other major constraints include inadequate transport facilities, unreliable and expensive utilities, prevalent crime and lawlessness, and insecurity of land ownership and tenure.  Major crops, except oil palm, are marketed by statutory marketing boards, including in the past stabilization funds (coffee, cocoa, and coconuts);  these may have impeded agricultural development through inefficiency and over-regulation.  Logging non-sustainability remains a major problem, largely due to past permit approvals in contravention of the moratorium on issuing permits.  Fisheries in particular are being "domesticated" as licensing arrangements are increasingly being tied to on-shore tuna processing, but concerns persist over fishing non-sustainability.
3. Despite substantial tariff reforms, relatively high MFN tariffs, generally of up to 40%, still provide substantial and disparate effective rates of protection, especially to food processing and other inefficient areas of manufacturing.  High tariffs penalize PNG consumers regressively and reduce economic efficiency.  For example, sugar growing and processing, which is inefficient, is protected by PNG's highest MFN tariff of 70% until 2011, when it is due to fall to 40%.  It also relies on duty-free quota exports to the United States at prices well above international levels.  Imports of refined petroleum products are prohibited under a 30-year government agreement with the owner of the Napa Napa refinery, but import parity pricing is administered by the ICCC in conjunction with the refinery's owner. Cigarettes and beer, produced by domestic multinational monopolies, are assisted by prohibitive specific tariffs that conceal high ad valorem equivalents.

4. Telecommunications reform, after some uncertainty and delays, is moving towards competition and the end of the state-owned Telikom monopoly over fixed-line services (local, national, and international calls) from August 2010.  The monopoly on mobile calls ended when Digicel started in 2007 and subsequently captured 65% of the market.  Mobile prices have since fallen by up to 60%, and coverage and quality improved.  The ICCC's economic regulation of telecommunications is being transferred to a new independent regulator, the National Information Communications Technology Authority (NICTA), which is to replace the PNG Radio Communications and Telecommunications Authority (PANGTEL).

5. The inefficient state-owned power utility, PPL, regulated by the ICCC, continues to provide inadequate services.  In preparing the Electricity Industry Policy, reforms focusing on private-sector participation and competition, especially in power generation, are being considered.  Competition on air routes from Australia has increased recently with the entry of Pacific Blue as a code-share partner for Airlines PNG to compete with Qantas, which code-shares with Air Niugini.  Foreign equity controls apply to air services.  Cabotage is prohibited, including in coastal shipping.  The banking and finance sector is relatively open and private-sector based, except for the state monopoly in providing compulsory third-party motor vehicle insurance and in general reinsurance.
(2) Agriculture, Forestry, and Fisheries

6. The share of agriculture, forestry, and fishing in (nominal) GDP increased from 31.0% in 2000 to 32.6% in 2009 (34.0% in 2005) (Table I.2).  Yet agriculture employs some three quarters of the workforce, revealing low labour productivity that lags well behind over sectors.  It is the most important income source for the majority of people, since 85% live in rural areas, many relying on smallholder agriculture and subsistence farming.   

(i) Agriculture

7. Agriculture accounted for around a quarter of GDP in 2008.  The sector consists mainly of subsistence or semi-subsistence farmers growing mostly sweet potato, banana, yam, cassava, taro, coconuts, sugar cane, maize, and peanuts. Smallholders produce almost all food consumed in PNG and over 80% of exported crops (e.g. coffee, cocoa, copra, and vanilla).  Labour-intensive plantation estates of some 50-150 hectares grow tree products for export, especially palm oil, coffee, cocoa, coconut, tea, and rubber (Table IV.1).  Despite the sector's overall low productivity, farm exports, especially palm oil, copra (including oil), coffee, and cocoa, accounted for 18.7% of total merchandise exports in 2009 (Table IV.2).

8. The Government sees agriculture as a key to export-driven growth, rural development and poverty reduction.  One of its priorities is to ensure food security, interpreted as self-sufficiency, including increased food processing.  High tariff protection has helped PNG to become almost self-sufficient in sugar, pork, and chicken.  Agriculture has under-performed, with export volumes generally falling and poor average yields contributing to low productivity, largely reflecting inadequate research and development, poor application of technological improvements, and lack of scale economies inherent in smallholder farming.  Except for oil palm, plantings have generally not expanded, and crop production was no higher in 2007 than in 2001-03.
  Any productivity growth was due to oil palm.
  Other major constraints include inadequate transport facilities, unreliable and expensive utilities, prevalent crime and lawlessness, and insecurity of land ownership and tenure.
  

9. The principal agricultural research and development (R&D) agency is the state-owned National Agricultural Research Institute (NARI), which focuses on general activities and semi-subsistence smallholders.  Crop-specific R&D and extension services are provided by non-profit statutory research institutions, i.e. the PNG Cocoa and Coconut Research Institute (CCI), the Coffee Research Institute (CRI), and the Oil Palm Research Association (OPRA), which are funded mainly by commodity levies.  Governance issues have adversely affected R&D institutions (and commodity boards), largely due to political appointments of directors and politicization, making them almost dysfunctional.

10. The National Agricultural Development Plan 2007-16 involves annual government funding of K 100 million.  It aims to develop a well coordinated planning and implementation strategy centred on research and extension, training and information, industrial tree crops, food and horticulture, spices and minor crops, livestock, apiculture and aquaculture, and regulatory and technical services.  In 2009, agricultural projects received K 80 million (70% in cocoa and coffee) and a credit facility for agriculture, run by the National Development Bank, received K 20 million.  Transport infrastructure, a major impediment to agriculture, is being improved.  The Large Plantation Rehabilitation Program is being funded in 2010 at an estimated cost of K 26 million.
Table IV.1

Production of major primary commodities, 2003-08

(Quantity and US$ million)

	Commodity
	2003
	2004
	2005
	2006
	2007
	2008

	Agricultural
	
	
	
	
	
	

	Palm oil ('000 tonnes)
	327
	339
	346
	362
	368
	446

	US$ million
	119
	136
	126
	150
	263
	382

	Coffeea ('000 tonnes)
	69
	63
	72
	52
	55
	67

	US$ million
	84
	88
	152
	145
	190
	281

	Cocoa ('000 tonnes)
	40
	42
	44
	44
	48
	53

	US$ million
	73
	68
	64
	66
	88
	129

	Copra ('000 tonnes)
	8
	19
	22
	13
	13
	33

	US$ million
	2
	5
	6
	3
	4
	15

	Copra oil ('000 tonnes)
	48
	45
	54
	42
	51
	62

	US$ million
	19
	25
	30
	23
	28
	34

	Tea ('000 tonnes)
	7
	8
	7
	7
	6
	5

	US$ million
	5
	7
	7
	7
	6
	6

	Rubber ('000 tonnes)
	4
	4
	5
	4
	4
	5

	US$ million
	3
	4
	6
	8
	8
	11

	Mining
	
	
	
	
	
	

	Copper ('000 tonnes)
	231
	174
	226
	217
	199
	186

	US$ million
	399
	479
	831
	1,459
	1,424
	1,293

	Gold ('000 kg)
	68
	67
	71
	57
	58
	63

	US$ million
	792
	862
	..
	1,102
	1,254
	1,774

	Silver ('000 kg)b
	62
	47
	48
	51
	53
	..

	US$ million
	9
	10
	12
	..
	..
	..

	Crude oil ('000 barrels)
	15
	13
	13
	15
	14
	12

	US$ million
	460
	513
	710
	933
	982
	1,182

	Logs (m3 million)
	2
	2
	2
	3
	3
	3

	US$ million
	104
	110
	131
	180
	215
	208


..
Not available.

a
By coffee year, October to September.

b
Excludes small-scale mining.

Source:
IMF, Papua New Guinea:  Selected Issues Paper and Statistical Appendix, Country Report No. 10/163, June 2010.
Table IV.2
Main exports, 2001 and 2003-09
('000 tonnes and K million unless otherwise specified)
	Commodity
	2001
	2003
	2004
	2005
	2006
	2007
	2008
	2009

	Agriculture (value)
	803.8
	1,390.8
	1,688.0
	1,949.9
	1,653.3
	2,295.4
	2,969.0
	2,223.5

	  % of total exports
	13.2
	17.8
	20.1
	19.0
	12.9
	16.3
	19.0
	18.7

	Palm oil
	
	
	
	
	
	
	
	

	  Volume
	309.1
	326.9
	339.0
	345.8
	362.3
	368.3
	446.0
	428.4

	  Value
	244.8
	421.3
	438.7
	391.4
	430.1
	672.2
	1,011.9
	714.3

	  % of total exports
	4.0
	5.4
	5.2
	3.8
	3.4
	4.8
	6.5
	6.0

	Coffeea
	
	
	
	
	
	
	
	

	  Volume
	65.4
	68.8
	63.0
	72.1
	52.3
	54.6
	67.0
	62.2

	  Value
	246.6
	298.5
	283.8
	471.0
	337.0
	408.4
	520.2
	460.3

	  % of total exports
	4.0
	3.8
	3.4
	4.6
	2.6
	2.9
	3.3
	3.9

	Cocoa
	
	
	
	
	
	
	
	

	  Volume
	38.0
	40.3
	41.5
	44.2
	44.0
	47.8
	53.3
	48.1

	  Value
	120.5
	257.7
	218.0
	198.7
	204.4
	276.5
	345.6
	336.1

	  % of total exports
	2.0
	3.3
	2.6
	1.9
	1.6
	2.0
	2.2
	2.8

	Copra
	
	
	
	
	
	
	
	

	  Volume
	22.3
	8.4
	19.2
	22.3
	12.7
	12.6
	32.6
	15.2

	  Valueb
	24.1
	73.9
	98.2
	111.0
	68.7
	132.2
	247.8
	100.3

	 % of total exports
	0.4
	0.9
	1.2
	1.1
	0.5
	0.9
	1.6
	0.8

	Tea
	
	
	
	
	
	
	
	

	  Volume
	7.5
	6.6
	8.1
	6.9
	6.6
	6.4
	6.1
	5.6

	  Value
	21.0
	19.3
	22.9
	20.2
	21.2
	20.0
	18.9
	18.4

	  % of total exports
	0.3
	0.2
	0.3
	0.2
	0.2
	0.1
	0.1
	0.2

	Rubber
	
	
	
	
	
	
	
	

	  Volume
	3.8
	4.2
	3.8
	4.8
	4.4
	4.1
	4.9
	5.4

	  Value
	6.9
	12.3
	13.8
	18.0
	23.8
	22.9
	32.6
	26.0

	  % of total exports
	0.1
	0.2
	0.2
	0.2
	0.2
	0.2
	0.2
	0.2

	Other agriculturec
	
	
	
	
	
	
	
	

	  Volume
	..
	..
	..
	..
	..
	..
	..
	..

	  Value
	139.9
	307.8
	612.6
	739.6
	568.1
	763.2
	792.0
	568.1

	  % of total exports
	2.3
	3.9
	7.3
	7.2
	4.4
	5.4
	5.1
	4.8

	Forestry (value)
	332.3
	416.0
	459.5
	476.3
	526.7
	631.2
	537.9
	409.9

	  % of total exports
	5.4
	5.3
	5.5
	4.6
	4.1
	4.5
	3.4
	3.4

	Logs
	
	
	
	
	
	
	
	

	  Volume (m3) 
	1,373.0
	2,016.0
	2,012.0
	2,270.0
	2,653.0
	2,816.0
	2,512.0
	1,212.2

	  Value
	255.7
	369.6
	355.7
	404.9
	491.0
	567.6
	468.0
	383.1

	  % of total exports
	4.2
	4.7
	4.2
	3.9
	3.8
	4.0
	3.0
	3.2

	Otherd
	
	
	
	
	
	
	
	

	  Volume
	..
	..
	..
	..
	..
	..
	..
	..

	  Value
	76.6
	46.4
	103.8
	71.4
	35.7
	63.6
	69.9
	26.8

	  % of total exports
	1.3
	0.6
	1.2
	0.7
	0.3
	0.5
	0.4
	0.2

	Table IV.2 (cont'd)

	Fisheriese 
	
	
	
	
	
	
	
	

	  Volume
	17.7
	17.8
	43.0
	54.5
	45.5
	49.3
	55.8
	53.6

	  Value
	75.3
	125.3
	262.1
	193.0
	191.3
	221.6
	293.2
	203.7

	  % of total exports
	1.2
	1.6
	3.1
	1.9
	1.5
	1.6
	1.9
	1.7

	Total agricultural, forestry, fishing (value)
	1,211.5
	1,932.1
	2,409.6
	2,619.7
	2,371,3
	3,148.2
	3,800.1
	2,837.1

	  % of total exports
	19.8
	24.7
	28.6
	25.5
	18.5
	22.4
	24.3
	23.8

	Mining (value)
	4,895.6
	5,890.0
	6,007.5
	7,651.9
	10,459.3
	10,910.6
	11,855.5
	9,057.0

	  % of total exports
	80.1
	75.3
	71.4
	74.5
	81.5
	77.6
	75.7
	76.2

	Copper
	
	
	
	
	
	
	
	

	  Volume (tonnes)f
	170.1
	230.6
	173.9
	226.1
	216.7
	199.4
	185.7
	153.7

	  Value
	859.1
	1,415.0
	1,544.2
	2,497.7
	4,329.5
	4,172.7
	3,616.7
	2,035.9

	  % of total exports
	14.1
	18.1
	18.3
	24.3
	33.7
	29.7
	23.1
	17.1

	Gold
	
	
	
	
	
	
	
	

	  Volume (tonnes)
	69.1
	68.4
	67.3
	70.5
	56.7
	57.5
	63.3
	63.3

	  Value
	2,115.1
	2,811.2
	2,779.5
	2,834.1
	3,090.9
	3,674.4
	4,669.3
	5,366.7

	  % of total exports
	34.6
	35.9
	33.0
	27.6
	24.1
	26.1
	29.8
	45.1

	Silverg
	
	
	
	
	
	
	
	

	  Volume
	..
	..
	..
	..
	..
	..
	..
	..

	  Value
	32.0
	31.9
	31.6
	37.0
	50.4
	79.9
	63.4
	..

	  % of total exports
	0.5
	0.4
	0.4
	0.4
	0.4
	0.6
	0.4
	..

	Crude oil 
	
	
	
	
	
	
	
	

	  Volume (million barrels)
	21.4
	15.0
	12.6
	13.3
	14.5
	13.8
	12.2
	10.0

	  Value
	1,889.4
	1,631.9
	1,652.2
	2,283.1
	2,988.5
	2,983.6
	3,506.1
	1,610.4

	  % of total exports
	30.9
	20.9
	19.6
	22.2
	23.3
	21.2
	22.4
	13.5

	Refined petroleum products
	
	
	
	
	
	
	
	

	  Volume
	0
	0
	..
	..
	..
	..
	..
	..

	  Value
	0
	0
	202.8
	496.8
	263.9
	503.5
	510.7
	221.5

	  % of total exports
	0
	0
	2.4
	4.8
	2.1
	3.6
	3.3
	1.9

	Total PNG
	6,107.0
	7,822.1
	8,417.1
	10,271.1
	12,830.6
	14,058.6
	15,655.6
	11,902.8

	  % of total exports
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


..
Not  available.
a
By coffee year, October to September.
b
Includes oil.

c
Includes oil palm by-products, canned tuna and vanilla and a small share of other manufactured products.

d
Includes timber, plywood and woodchip.

e
Includes tuna (but not canned or tuna caught by foreign purse seine operators paying access and sent for foreign processing, barramundi, beche-de-mer, lobsters and prawns.

f
As of March quarter 2003, volumes are gross amounts.

g
Excludes small-scale mining and alluvial gold.

Note
Figures may not add due to rounding.

Source:
Bank of PNG (2010), Quarterly Economic Bulletin, March Issue, 2 July.

(a) Oil palm

11. Oil palm production has grown quickly, from 32 thousand tonnes in 2003 to 446 thousand tonnes in 2008.  It is based on relatively large "nucleus estates", with smallholders growing around large company‑run plantations that also buy from them and provide inputs and credit.  Plantations produce almost three quarters of output.  Processing mills and one refinery produce crude palm oil, palm kernel oil, and palm kernel expeller.  Exports grew from K 244.8 million in 2001 to some K 1 billion in 2008 (6.5% of total merchandise exports) to become PNG's leading agricultural export. 

12. New Britain Palm Oil Ltd (NBPOL), which has 50.68% Malaysian-owned equity and 8.28% owned by the West New Britain provincial government, is PNG's largest oil palm plantation/milling company.  It has almost 40,000 hectares of plantations in West New Britain, operates four mills, and commissioned its palm oil refinery in 2003.
  NBPOL sources 30% of its fruit from some 7,000 independent smallholders.  Its research division deals primarily with seed production, plant breeding, and environmental issues related to plantation and mill management.  It is the sole supplier of seeds.  
13. The statutory Oil Palm Industry Corporation (OPIC) provides extension services to smallholders, and is 50% funded by NBPOL.  The non-profit Oil Palm Research Association (OPRA) consists of the six oil palm growers and approximately 18,000 oil palm farmers.  It is privately funded by NBPOL and other oil palm growing firms paying a per tonne production levy.
14. Imported crude palm oil generally attracts an MFN tariff of 15%.
(b) Coffee

15. Coffee, mainly Arabica, is grown in the Central Highlands mainly by smallholders on customary land, as many traditional plantations are still to be rehabilitated.  Some 400,000 households cultivate coffee, which is the main income source for 2.5 million inhabitants.
  The estate sector, consisting of block-holders and plantations, produces some 15% of output.  Coffee production fell to a low of 52,000 tonnes in 2006, but rose to 67,000 tonnes in 2008.  While exports grew from K 246.6 million in 2001 to K 520.2 million in 2008, they fell as a share of total exports from 4% to 3.3%.  Coffee remains PNG's second largest agricultural export, and contributes some 7% of GDP.

16. A major challenge for the ailing sector is to reverse declining and inconsistent quality, which has seen the world price of PNG coffee decline.  Smallholders produce fair average quality (Y grade) parchment, which is consistently discounted by about US$0.15 per pound against New York "C" quality.  Grower incentives to improve quality are handicapped by insufficient price premiums for better quality coffee.  Other problems include poor production techniques, on-farm processing, and a weak marketing system whereby most smallholders sell parchment to roadside buyers.  The statutory marketing board, the Coffee Industry Corporation (CIC), implemented a plan to improve overall quality in 2002, and introduced a new grade for green coffee (Premium Smallholder Coffee or PSC) recognizing that many growers grew superior quality to the Y grade.  However, while this receives an average premium of K 0.47 per kg above Y1 grade, exporters have realized this as the introduction of the new grade has not improved processor or mill prices.
 

17. The CIC has introduced several collaborative marketing programmes with the private sector.  For example, Kongo Coffee Ltd implemented extension services in the Simbu Province to help growers improve quality, and pays higher prices for better quality parchment.  Also, the largest coffee exporter, PNG Coffee Exports Ltd, buys cherry coffee from growers and processes parchment and green bean for export to specialist markets (e.g. Starbucks).  The CIC provides extension services and research.  Supported by the Department of Agriculture and Livestock, it adopted the Smallholder Support Services Pilot Project (SSSPP), based on the Participatory Rural Appraisal and Planning process, and has contracted-out some extension services.  The CIC also assists growers through the Coffee Credit Guarantee Scheme (provides concessional credit until the crop is sold) and the Freight Surety Scheme (pays air freight for remote and disadvantaged growers accessible only by air, for reimbursement when coffee is sold).

18. PNG growers receive over 70% of the f.o.b. coffee price on Y grade coffee.  Parchment sells at a sizable discount to cherry, reflecting poor quality of processed parchment by smallholders.  They not only receive a higher price for cherry from wet mills but incur less work and costs.
  In 2006, in an effort to safeguard growers from perceived low prices for good quality cherry (red and ripe), the CIC introduced a requirement that cherry must be sold only to licensed traders.  Since 2007, regulations regarding who growers could sell their cherry to has prevented them from obtaining price premiums over parchment coffee.
  These controls were aimed at reducing widespread cherry theft from growers, especially in the Eastern Highlands.

19. The CIC licenses coffee dealers (exporters, processors, and manufacturers) and inspects all premises, including roadside coffee buyers.  Nationally owned firms, especially with broad-based grower shareholdings, receive preference in issuing manufacturing and processor licences.
  Licensed processors (currently some 60) must sell to licensed exporters and meet the PNG Standards for Green Coffee and the Minimum Quality Standards for Unprocessed Coffee.  Many processors operate below capacity.  Manufacturers and processors must have a "localization programme" training PNG nationals. 

20. According to PNG authorities, the CIC's Coffee Stabilization Fund no longer operates.  An export levy of K 80 per tonne funds the CRI.
21. Imports of green coffee for processing are prohibited, as is blending of Arabica and Robusta.  According to the authorities, this is line with the requirements of the International Coffee Organization.  Imported processed coffee is subject to an MFN tariff of 25%.

Export controls

22. PNG exports predominantly green beans;  the rest is roast and ground.  Only the CIC may directly export coffee above 10 kg.  It exercises this statutory role by annually licensing exporters, who must submit copies of invoices and register contract details (e.g. quantity, grade, price, buyer, and destination).  The CIC may reject contracts for prices "significantly" below prevailing market levels.  Licensing is according to the Standing Policy Guidelines.  Export licences are non-transferrable, and fully foreign-owned companies are ineligible:  they may only export coffee in joint ventures with nationally owned firms producing coffee, or as domestic grower-based firms.  Entities with broad-based grower shareholdings receive preference in issuing export licences.  Exporters must train PNG nationals in coffee trading, export a minimum of 6,000 bags annually, and have testing/liquoring facilities.  Twelve firms export green coffee (14 are licensed), five firms undertake roasting and grounding, and one firm does both.  Exporters must buy from licensed processors, and cannot trade between themselves without CIC approval.  The CIC is funded by an export levy of K 100 per tonne, which raises some K 6-7 million annually.

23. The CIC enforces export standards for green bean by inspection and certification for size, colour, odour, and defect levels.  A sample of beans is taken per consignment to observe quality by taste.  Smallholder coffee processed as cherry by registered wet mills can use plantation grades (AA, A, AB, B, C PB and X), while smallholder parchment must be graded as PSC, Y1-3 or T.  Two Fairtrade-registered exporters sell to Starbucks under CAFE practices.  Such coffee must be grown in an environmentally sustainable manner and meet other conditions (e.g. use no child labour).  In 2007, this accounted for about 1% of coffee exports (by value).  Prices are equivalent to plantation grade.

(c) Cocoa

24. Cocoa is grown mainly in East New Britain and Bougainville.  Output was 53,000 tonnes in 2008 (40,000 tonnes in 2003).  The industry's main constraints are lack of an effective technology delivery system;  poor farm management practices;  inefficient marketing, transport, and infrastructure;  and pests and disease.  Annual yields are low, at 300 kg per hectare.  Exports, mainly of dry beans, rose to K 345.6 million in 2008 (K 120.5 million in 2001), accounting for 2.2% of total merchandise exports.  PNG belongs to the International Cocoa Organization (ICCO) and is a signatory to the International Cocoa Agreement.  

25. The statutory Cocoa Board of PNG, funded by an industry levy, plans to raise production to 100,000 tonnes by 2012.  It regulates the growing, processing, marketing, and export of cacao, cacao beans, cocoa beans and cocoa products through licensing.  Exports must be quality inspected.  Cocoa imports generally face an MFN tariff of 15%.

26. The CCI, formed in 2003 by merging the PNG Cocoa and Coconut Research Institute and the PNG Cocoa and Coconut Extension Agency, is owned jointly by the Cocoa Board and the CIC.  It is 50% funded by commodity levies of K 4 and K 30 per tonne of production on copra and coconut, respectively.  

(d) Coconuts

27. Copra production (excluding oil) rose to 33,000 tonnes in 2008, following a large decline to 13,000 tonnes in 2006;  it remained at 13,000 tonnes in 2007.  Exports, mainly of crude coconut oil and copra meat, increased from K 24.1 million in 2001 to K 247.8 million in 2008 (1.6% of total merchandise exports).  Some 10% of copra meal is used domestically for animal feed.  The share of copra crushed into crude oil rose from 77% in 2005 to 90% in 2007.  A third major oil mill has commenced operations, which along with new buyers has increased competition among mills and raised coconut prices.

28. The Coconut Industry Corporation (Kokonas Indastri Koporesen, or KIK) replaced the Copra Marketing Board in 2002 as part of the Government's plans to deregulate the industry (Kokonas Indastri Koporesen Act 2002).  An interim board was to restructure the industry, including controlling and regulating production, processing, marketing, and export.  The KIK licences buyers, manufacturers, processors, and exporters of coconut products.  Its exclusive marketing powers were removed within five years and a permanent board was formed.  The KIK also inspects and certifies exports of copra and coconut products for PNG quality standards.  It is funded by an export levy, initially set at K 60 per tonne on copra, K 80 on coconut oil, and K 30 on other coconut products.  By 2007, these rates had fallen by 49% on copra and 45% on coconut oil, and saved exporters some K 1 million.

29. The Coconut Industry Fund was reinvigorated in 2002 to stabilize prices, provide grower credit, and engage in promotion.  It was financed from an export levy on coconut products, but no longer operates according to the authorities.
30. Coconut and copra imports are subject to an MFN tariff of 25%, and coconut oil to a rate of 15%.
(e) Sugar 

31. Cane sugar covers about 8,000 hectares in PNG's Ramu Valley.  In 2009, some 433,000 tonnes of cane was crushed and 36,000 tonnes of sugar produced.  The sugar factory can crush 500,000 tonnes annually.  Annual PNG sugar consumption ranges from 32,000 to 38,000 tonnes and exports, principally to the United States, range from 7,000 to 10,000 tonnes.  The sole sugar producer, Ramu Agri-Industries Ltd (RAIL) (formerly Ramu Sugar), a fully owned subsidiary of NBPOL (section (a) since late 2008, has diversified into oil palm and beef production.
  While PNG is self‑sufficient in sugar, shortfalls occur periodically, such as in 2008, when RAIL imported some 3,000 tonnes from Australia duty free.

32. PNG sugar growing is inefficient.  Yields are low, at 5.7 tonnes per hectare, and it is heavily protected by PNG's highest MFN tariff rate of 70% until 2011, when it is due to fall to 40%.
  The viability of sugar production with no tariff protection is questionable with yields at below 8 tonnes per hectare, but RAIL more recently reported that it could survive with a 40% tariff.
  Sugar exports are "assisted" by preferential duty-free quota access to the United States, where prices are well above world levels.  PNG's export quota in 2010 is 7,258 tonnes of raw sugar.  It is not clear whether this quota has been filled in recent years. 
33. Sugar processing is also inefficient, handicapped by poor technology and small throughput, which prevents economies of scale.  Sugar (brown and white) is a declared good subject to price monitoring by the ICCC.  RAIL's monthly ex-factory prices are monitored against independent comparator prices obtained from the PNG National Statistical Office and the Australian Bureau of Statistics.  Until October 2009, the ICCC regulated the wholesale and retail margins on sugar, holding them constant in absolute kina terms.

(f) Spices and rubber

34. The main spice produced in PNG is vanilla, which is grown by smallholders.  Exporters of processed and unprocessed spices, including vanilla, must be licensed by the Spice Industry Board (Spice Industry Act 1989).  In 2003, a six-month moratorium was placed on issuing new licences, exports were restricted to PNG-owned firms, and a levy of K 10 per kg was imposed on vanilla exports to better manage interventions and the quality certification system.  However, it is not clear whether these arrangements still exist, especially given the failure to appoint new board members since 2005.  Spice imports have an MFN tariff of 15%, except for vanilla, which has a rate of 25%. 

35. Rubber production is relatively small, and exports amounted to K 32.6 million in 2008.  It is processed in four technically specified rubber (TSR) factories;  two are government owned.  Rubber remains the only state-controlled and managed-industry, and is the responsibility of the PNG Rubber Industry Board.   New board members are yet to be appointed following expiry of the previous Board in October 2009.
 
(ii) Forestry

36. PNG's substantial forest resources have been plagued by non-sustainability and illegal logging issues.  The sector's GDP contribution has fallen substantially to some 3-5%.  Most large-scale logging is in the West New Britain, East New Britain, Western, and Gulf provinces.  Log exports rose from K 255.7 million in 2001 to K 468 million in 2008 (3.0% of total merchandise exports).  Some 90% of logs are exported.  Other exports are mainly timber, plywood, and woodchip.
37. PNG logging costs are reportedly higher than Asian suppliers (e.g. Indonesia and Malaysia).  This reflects many factors, including PNG's difficult terrain and large distances from forests to log export centres.  Timber yields of 18‑20 m3 or even up to 30 m3 per hectare are also relatively low.

38. PNG forests are traditionally on customary-land owned.  Logging is regulated by the PNG Forest Authority (the Forestry Act 1991) in line with the National Forest Policy.  Its main objective is to manage forests sustainably in order to achieve economic growth and employment, including through greater PNG participation and on-shore processing.  Forest concessions (timber permits) are issued formally by the Minister of Forestry, based on the Authority's recommendations and input from the National Forestry Board.  Before concessions are tendered, the Authority negotiates a Formal Management Agreement with traditional landowners to acquire the timber harvesting rights. The developer signs a project agreement with the Government and the landowner.  When an Environmental Plan is approved the permit is issued and the developer submits a five-year work plan to the Authority for approval followed by a one-year development plan.  Some 3.7 million hectares are under 29 long-term concessions, held mainly by foreign loggers.  Five firms fell 80% of logs, and one handles 45% of exports.

39. A moratorium on issuing new permits was introduced in 1991 and extended until 2005.  However, some areas are being logged at unsustainable levels, largely due to past permit approvals in contravention of the moratorium.  It is unclear whether the moratorium is still in place.

40. In addition to annual royalties of some US$6 million paid to landowners, and the provision of services and infrastructure in remote areas, the sector contributes substantially to government revenue through income tax and log export taxes, mainly one of 28.5% of the f.o.b. value of logs (excluding plantation logs) (Chapter III(3)(ii)).
  Loggers must also implicitly bear the export tax on domestic sales since these prices are also reduced by the amount of the tax.  The PNG Forest Industries Association claims that logging viability is threatened by the excessive log export tax, which accounts for some 34% of gross export receipts, on top of the costs of providing landowner benefits, which on average represent another 15% of receipts.
  The forestry industry is one of PNG's more heavily taxed activities, being subject to other levies and payments (Chapter III(4)(i)).

41. Draft National Forest Development Guidelines, underpinning the National Forest Plan, were prepared in 2009.  Efforts to preserve forests under carbon-trading schemes for environmental reasons are a potential threat to the logging industry, with unclear implications for the PNG economy.  A Forestry and Climate Change Framework for Action 2009-2015 for the PNG Forest Authority was released by the Minister for Forests in November 2009.  Its main goal is for all natural forest carbon to be owned by the customary landowners and to be managed by the Government by 2015.  Research and development is carried out by the PNG Forest Research Institute.  SGS continues to monitor log exports, aimed at preventing tax avoidance.  The Forest Authority is to establish a State Marketing Agency.

42. Wood and timber imports are generally levied an MFN tariff of 15%, except for veneer and plywood, for which the rate is 40%.

(iii) Fisheries

43. PNG has considerable marine resources, its economic zone (EEZ) is the largest in the South Pacific.  The fisheries sector comprises large-scale deep-water tuna (mainly skipjack and yellowfin), as well as barramundi, lobster, shark, crabs, prawns, beche-de-mer (sea cucumbers), and pearl oysters.  Fishing is mainly conducted by artisanal communities in inland and shallow coastal waters, medium-sized domestic prawn and long-line boats, and foreign purse seine tuna operators.  The National Fisheries Authority (NFA), overseen by the National Fisheries Board, a non-commercial statutory body, is responsible under the Minister of Fisheries for regulating and developing the sector, which is a government priority (Fisheries Management Act 1998 and related regulations e.g. Fisheries Management Regulation 2000 and Fisheries Regulations 2005).  It is self-financed, mainly from access fees from distant water fishing nations (DWFN) vessels.

44. The average annual market value of PNG's fisheries catch is estimated at K 450-500 million (over 1% of GDP).  In 2008, marine products represented 2% of PNG's total exports (K 293.2 million).  Tuna accounts for some two thirds, and is exported fresh, chilled (air freighted to Japan's sashimi market), frozen, canned, and as fishmeal.  Beche-de-mer exports, have risen gradually to some K 15 million annually, and annual shark exports are worth around K 5 million.  Annual prawn and lobster exports average some K 3 million and K 4 million, respectively.

(a) Structure

45. Commercial fishing is mainly of tuna caught by domestic and DWFN vessels under access arrangements, almost all using purse seine methods.  Prawns and lobsters are caught mainly in the Gulf of Papua, but also in Orangerie Bay and the Torres Strait (co-managed with Australia under the Torres Strait Treaty Arrangements aimed at preserving the fishery for traditional inhabitants).  Prawns are generally processed and packed on vessels (small catches from Orangerie Bay are processed on-shore).  A number of integrated firms carry out fishing, processing, and export;  there are also contract processors.  RD Tuna Canners Ltd, formed in 1996 when its subsidiary RD Fishing (PNG) Ltd received a 20-year fishing licence, accounts for about 40% of the domestic tinned fish market, and for some 30% of canned tuna exports.

46. Coastal fisheries contribute significantly to food security and community incomes.  Small‑scale non-commercial harvesting is an important activity.  Around one quarter of households engage in fishing, 60% of which on a subsistence basis.  Some reef fish is exported, either frozen or chilled.  While still young, aquaculture especially in barramundi and prawns, is developing, and a National Aquaculture Policy has been adopted.  A pearl hatchery is also in operation.

47. Seafood imports are generally subject to an MFN tariff rate of 25%.  Tuna imports for processing by licensed processors may be zero rated.

(b) Regulation

48. PNG's fisheries management consists of a number of Fisheries Management Plans designed to manage the main fisheries sustainably, based on estimates of total allowable catch (TAC).  The regulatory instrument is vessel licences issued by the NFA.  Fish exports must be licensed and quality inspected (PNG Standards of Fish and Fishery Products Regulation 2009). 

Tuna fishery

49. The National Tuna Fishery Management Plan 1998 covers long-line, purse-seine, pole and line, and handline/pumpboat methods based around TACs and licences.  The annual catch, at around 430,000 tonnes, is below the estimated sustainable yield or TAC of some 500,000.  However, there are concerns that yellowfin and bigeye tuna are over-fished.  The plan envisages 100 licensed vessels each for long-lining and purse seining, most of which would be PNG-registered, and an annual catch by DWFN vessels of 258,000 tonnes. 
  Since 2008, the purse seine fishery in the Western and Central Pacific Ocean has been managed under the Vessel Day Scheme (VDS), a management and conservation measure adopted by the Western and Central Pacific Fisheries Commission.
  

50. Most tuna is caught by licensed DWFN purse seiners paying access licence fees to catch fish for overseas processing.  Access agreements are in place with China, Chinese Taipei, Japan, the Philippines, and South Korea.  Negotiated annually, they establish allowed vessel numbers and the access fees, which are set under the plan at 6% of the catch's f.o.b. value.  Total access fees average some K 50 million annually.
  There are currently 140 licensed vessels.  DWFN vessels must meet certain mandatory port requirements.  PNG bans transhipment at sea and requires the use of designated ports for transhipment and inspection.

51. "Domestication" policies in place since 1995, and stipulated in the MTDS 2005-10, are aimed at greater on-shore processing, which is encouraged as an access condition.  Foreign and domestic access has been linked increasingly to on-shore processing.  Some 50% of purse-seine-caught tuna now involves on-shore processing.  The Tuna management plan set the TAC for these operators at 60,000 tonnes annually (Table IV.3).  PNG operators, including locally based foreign vessels flying their national flag (LBFVs) receive preferential access to fishing licences, a lower access fee of 2.5% of the f.o.b. price, and five-year instead of annual fishing licences.
  LBFVs offload their catch at processing plants for export as loins or canned fish (Box IV.1).  PNG-flagged purse seine vessels are exempt from licensing requirements.
Table IV.3
Allocation of fishing licences for purse seine operations

	Licensed category
	Allocated catch level (annual)

	PNG-registered & flagged vessels, & locally based foreign fishing vessels
	The overall TAC is to be a moving average over three years to allow for the possibility of it being exceeded in any year due to the operation of more PNG vessels permitted above the estimated.  Any such increase will cause a corresponding reduction in the number of licences allocated for bilateral vessels.  No limit is set on the number of vessels or the level of catch, but the TAC is set at a maximum of 60,000 tonnes.

	FSM Arrangement vessels & U.S. Treaty vessels
	Access to PNG waters by U.S. vessels and regional vessels is governed by the U.S. Treaty and the FSM Arrangement, respectively.  Access fees are paid to PNG based on the amount of catch.  The TAC of a maximum of 20,000 tonnes will be determined as a moving three-year average.

	Bilateral agreement vessels 
	TAC of a maximum of 258,000 tonnes.

	TAC
	338,000 tonnes.


Source:
PNG National Tuna Fishery Management Plan Schedule 2, National Gazette, March 1999.
	Box IV.1:  The National Tuna Fishery Management Plan

Guidelines and conditions on licensing purse seine, long-line and pole-and-line vessels are aimed at industry domestication.  Long-line licences are to be given preference to national fishing firms operating PNG‑registered and flagged vessels.  First priority for purse seine fishing licences is to be give to PNG-registered and flagged boats, followed by locally based foreign vessels (LBFVs) operated by PNG firms. 

A.
Long-line tuna fishing

(a)
Restricted to citizens and national companies. Ventures with over 49% foreign equity not permitted;

(b)
Domestic licensed boats must not land catch directly in an overseas port;

(c)
No wet charters allowed.  Short-term dry charter of foreign boats allowed under quota and firms must have one PNG-owned vessel for each chartered boat. Charters only allowed if insufficient domestic capacity;

(d)
Chartered boats to meet national safety and survey standards and be cleared by Customs;

(e)
To avoid a monopoly, no single fleet can exceed either 20 boats (owned and chartered) or have a combined daily (set) fish hook capacity above 24,000;

(f)
Lease-purchase agreements are encouraged under the same guidelines as dry charter boats;

(g)
Gear to be specific to long-lining and be certified by the NFA or an independent expert;

(h)
Observers are to be placed on board periodically to monitor operations;

(i)
Fishing is prohibited within 6 miles from any land, island or declared reef;

(j)
Use of satellite monitoring will be mandatory when available;

(k)
Freezer vessels (below -4oC) are allowed provided they are registered and owned, or chartered, by PNG firms and land and export fish through a PNG port;

(l)
Vessels can operate in territorial sea, offshore, and archipelagic waters.

B.
Purse seine tuna fishing

(a)
Only LBFVs operated by PNG citizens and national firms can be licensed;

(b)
Approval for continued operations will only be given if IPA requirements are met;
(c)
LBFVs must operate from a PNG port;

(d)
Catch of LBFVs within the EEZ (and on high seas) must be landed in PNG for processing or transhipped as PNG export from a designated port;
(e)
LBFVs granted one-year licences, renewed annually, and licence conditions reviewed anytime to consider the firm's domestic involvement in catching, processing, and marketing for the NFA to set renewal conditions;

	Box IV.1 (cont'd)


	(f)
Locally based foreign vessels to comply with legal reporting requirements and licence conditions;
(g)
Observers are to be placed on vessels with similar conditions to crew and at the operator's expense;
(h)
In addition to the licence fee, locally based foreign vessels will pay an access fee set by the NFA similar to that for vessels licensed under the FSM Arrangement which are charged a nominal fee of 2.5%, i.e. access fee = average regional catch per vessel x average price of tuna x 2.5%;

(i)
Licensing procedures shall comply with the Fisheries Management Act 1998;

(j)
DWFN and locally based vessels can operate only in offshore waters, but PNG-registered and ‑flagged vessels may also operate in territorial seas (except within 12 miles from land) and archipelagic waters;

(k)
Expansion of the locally based fleet to the Plan's limit is to be met and any further demand for licensed vessels accommodated by reducing the number of vessels licensed under bilateral access agreements.
C.
Pole-and-line tuna fishing

Access only for PNG-registered and flagged vessels and locally based foreign vessels operated by PNG firms.  No licensed pole-and-line vessels are currently operating but, as required, an appropriate number of licences will be allocated by reducing the number of licences under bilateral access agreements.

Source: PNG National Tuna Fishery Management Plan, National Gazette, March 1999


52. PNG tuna processing capacity is about 100,000 tonnes annually, but only half is currently.
  Locally based purse seine fleets (including LBFVs) supply the foreign-owned cannery in Madang and the three canneries in Lae, as well as the loining plant in Wewak (daily processing capacity of 200 tonnes) funded by Chinese Taipei (Table IV.4).  There are 43 such vessels, of which 34 are LBFVs.  PNG is promoting more investment in the Madang Province by establishing the Pacific Marine Industrial Zone (PMIZ) capable of containing ten tuna factories, but implementation has been slow.  A fourth Chinese-owned, cannery (daily capacity of 250-300 tonnes) is planned, and a Filipino/Thai consortium is planning another with daily processing capacity of 350 tonnes in Lae City, Morobe province.  However, the PMIZ is progressing very slowly, and no formal agreements have been reached between the Government and investors.  The State Agreements with Niugini Tuna and the Chinese investor in the Lae cannery are being negotiated, and no details were available on possible licensing arrangements.  The agreement with the Filipino/Thai consortium (Majestic Seafoods Ltd), which requested ten licences has been signed, but no details are available.  According to the authorities, no new incentives were granted except for exemptions of duties on imported goods.
Table IV.4

Onshore fish processors
	Fishery type
	Operator/company
	Processing capacity (tonnes per day)
	Product type
	Location

	Purse seine
	RD Tuna canners
RD Fishing
	150-200
	Canning, loins
	Madang Province

	Purse seine
	Frabelle PNG Ltd
	80-120
	Canning, loins
	Lae, Morobe Province

	Purse seine
	South Seas Tuna Corporation
	100
	Fishing, frozen loins
	Wewak, East Sepik Province

	Purse seine
	Pacific Marine Indust1rial Zonea
	..
	..
	Madang Province

	Purse seine
	Majestic Seafoods
	300
	Canning, loins
	Lae, Morobe Province

	Longline
	Fairwell PNG Ltd
	120
	Fresh, chilled
	Port Moresby

	Longline
	Sanko Buchan
	..
	Fresh, chilled
	..

	Processing
	International Food Corporation
	50-120
	Canning
	Lae, Morobe province


..
Not available.

a
Proposed.

Source:
The PNG authorities.

53. Long-line tuna fishing is closed to DWFN vessels.  Licensed vessels must be majority PNG owned and flagged;  LBFVs must be operated by PNG companies.  Fish must also be landed at PNG ports (Box IV.1).  The management plan's annual TAC for long-line tuna is 10,000 tonnes.  Most long‑lining operators had closed, but several small new operations have developed.  There are now 26 licensed long-line vessels.  There is no pole-and-line fishing, which is open only to PNG-flagged vessels and LBFVs operated by PNG firms.
  The annual TAC of 20,000 tonnes was to be utilized by the purse seiners if unused.

54. U.S. purse seine vessels also fish in PNG's EEZ under a multilateral treaty administered by the Forum Fisheries Agency (FFA), extended for ten years in 2003 (Treaty on Fisheries between the Governments of Certain Pacific Island States and the Government of the United States).
 While the U.S. fleet has declined substantially to well below the cap of 40 vessels, fishing has increased significantly since 2009 because Taiwanese boats that traditionally fished in PNG waters re-flagged to fly the U.S. flag.  The Plan set the TAC for tuna under the U.S. Treaty and the FSM Arrangement (see below) at 20,000 tonnes.  However, in practice it seems that U.S. vessels are not subject to TAC limits or any conservation and management practices, but are monitored by the NFA under the VDS.  As a member of the Palau Arrangement for Management of the Western Pacific Purse Seine Fishery, PNG is committed to reducing the number of DWFN vessels annually by 10%, and to give priority to Palau Arrangement members in granting fishing licences.  The NFA is updating the Western Central Pacific Fisheries Commission (WCPFC) registry of tuna fishing vessels (both domestic and LBFVs) operating in PNG's EEZ to effectively track them using the VDS.  This complies with the latest European regulation, effective in 2011, aimed at improving traceability of all fishery products traded with the EU.  However, the authorities are concerned that the stringent EU requirements of the IUU Regulation will impose compliance difficulties for PNG-located vessels, many of which are foreign, thereby threatening its European exports.  They indicated that such exports are already beginning to be affected, and that PNG needs substantial technical assistance to enhance compliance possibilities as well as to administer such arrangements effectively.
55. As a member of the FSM Arrangement for Regional Fisheries Access, PNG aims to:  provide access for each parties' vessels on no less favourable terms than for DWFN vessels;  secure maximum sustainable economic benefits from tuna;  promote greater participation by member nationals in fisheries development;  and allow vessels access on terms consistent with the Palau Arrangement. Domestically registered vessels obtain reciprocal access based on a "points system" used by the FFA to issue regional access licences.
  Vessels operating in PNG waters with these licences (currently two) pay access fees of 2.5% of the catch's f.o.b. value.
Beche-de-Mer fishery

56. Under the 1998 National Beche-de-Mer Fishery Management Plan provinces set annual TACs for high and low value species.  The annual national TAC is 668 tonnes (425.5 tonnes of low value species).  The Plan establishes export and storage facility licences, issued by the NFA.  Only PNG citizens and firms may hold export or storage facility licences.  While the number of export licences in each province is unlimited, provinces may recommend to the NFA the issue of a specific number of licences based on available resources.  Licences are renewable annually and non-transferrable.  Exporters must meet conditions, including packing according to species, clear libelling, and complying with PNG standards (Fish Quality Control (Export) Standards).  Beche-de-Mer  must not be moved across provinces unless authorized by the NFA.  The fishery is closed for three years, until October 2011, due to over‑exploitation.

Prawn fishery

57. The Gulf of Papua Prawn Management Plan 1998 controls prawn trawling.  Annual catch is some 1,000 tonnes, with average exports of K 10 million.  While no TAC is set, fishing is controlled by licensing and related measures, such as fishing and gear restrictions.  The maximum number of licensed prawn trawlers is 15, but only 6-8 vessels are operating due mainly to unseaworthy trawlers, high fuel costs, and unfavourable market conditions.  The fishery is closed to foreign investment and only PNG firms can be licensed;  eight firms operating.  Preference is given in allocating licences to traditional resource owners.

Shark fishery

58. The National Shark Long-line Management Plan 2002 complements the National Tuna Management Plan, which limits the shark "by-catch" in tuna long-line fishing.  It sets annually renewable non-transferrable export and factory licences, which may only be held by PNG-owned firms or citizens;  charter of foreign vessels is banned.  All crew (except the captain, engineer, and master fishermen) must be PNG citizens.  Only freezer vessels may operate, and licence numbers were fixed at nine;  new entrants are prohibited.
  The plan sets an annual TAC of 2,000 tonnes and requires observer coverage on vessels of 20% of fishing days.  Sea transhipment is prohibited.
(3) Mining

59. Mining, especially of gold and copper, contributes some 14% of GDP.  Mineral exports, which totalled to K 8.3 billion in 2008, account for over half of total merchandise exports.  However, this share is lower than the peak of some 58% in 2006, reflecting a fall in copper exports (from 33.7% in 2006 to 23.1% in 2008).  The share of gold exports increased from 24.1% to 29.8% in the same period.  While mining is mainly an "enclave" capital intensive activity that provides highly concentrated economic benefits, the economy gains from substantial government tax revenue (Chapter III(4)(i)).  PNG is considering joining the Extractive Industries Transparency Initiative (EITI). 

60. A major challenge is to develop new projects.  The main Porgera mine is due to close shortly and the Ok Tedi mine in 2014.  While there has been considerable exploration, plans to open new mines from 2009 have mainly stalled.  As of June 2009, there were 279 exploration licences, 22 license renewals, and 104 applications;  13 advanced exploration projects are nearing feasibility stage.  Hidden Valley Ltd has recently commenced gold mining.  The mining sector is diversifying slowly;  a Chinese-owned 20-year nickel and cobalt mine is to be established;  initially due to start in 2010 but recently delayed due to court action regarding environmental concerns.  Extraction of sulphides in the Bismark Sea is also planned for 2011.  Strong mining growth is forecast, buoyed also by higher output from some existing mines. 

61. The statutory Mineral Resources Authority (MRA) aims to promote sustainable mining and to regulate the industry to maximize opportunities (Mineral Resources Authority Act 2005).  It is largely funded by a levy of 0.25% on producer's assessable minerals income, including exports of alluvial gold (levied on the f.o.b. value).  This levy raised some K 18 million in 2007.  The MRA's Mining Advisory Council processes tenement applications for exploration and mining, and makes recommendations to the Minister of Mining (Box IV.2).  Applications for exploration licences require work programmes to be submitted and minimum annual expenditure.  
	Box IV.2:  Types of mining tenements

Tenements are issued by the Mining Minister on recommendations from the Mining Advisory Council (MAC) (Mining Act 1992), except for special mining licences, which are issued by the Head of State based on advice from the NEC.  The types of tenements are:
Exploration licence – may be granted for up to two years and extended for periods not exceeding two years;
Mining lease – usually issued for small to medium-scale alluvial and hard rock mining operation for up to 20 years, and may be extended for periods not exceeding 10 years;
Special mining lease – generally issued to the holder of the exploration licence for large-scale operations for up to 40 years, and may be extended for periods not exceeding 20 years.  The exploration licence holder must also have a Mining Development Contract with the Government.  Before granting the mining lease, the Minister must convene a development forum of stakeholders e.g. lease applicant, landowners, and national and provincial governments;
Alluvial mining lease – only granted to a PNG citizen or a land group in respect of land owned by that person or land group for up to five years, and may be extended for periods not exceeding five years.  A lease will not be granted over land already subject to another tenement (other than an exploration licence or a mining easement).  The land must be a river bed or be located within 20 meters from a river bed and will cover a maximum area of five hectares;
Lease for mining purpose – granted to mining operations to be conducted for (a) constructing buildings and other improvements, operating plant, machinery, and equipment, (b) installing minerals-treatment plant, (c) deposit of tailings or waste, (d) housing and other infrastructure required in connection with mining or treatment operations, (e) transport facilities including roads, airstrips a ports, or (f) any other purpose ancillary to mining or treatment operations or to any of the preceding purposes approved by the Minister.  The lease term will coincide with that of the special mining lease or mining lease covered by the lease for mining purposes;
Mining easement – granted in connection with mining, treatment or ancillary operations conducted to construct and operate one or more of a road, an aerial ropeway, a power transmission line, a pipeline, a conveyor system, a bridge or tunnel, a waterway, or any other facility ancillary to mining or treatment or ancillary operations in connection with any of the preceding purposes approved by the Minister.  The term will coincide with term of the tenement covered by the mining easement.
Source:  PNG Minerals Resource Authority online information.  Viewed at:  http://www.mra.gov.pg/InvestorsGuide/   tabid/122/Default.aspx.


62. The Government may take minority equity in mining projects up to the statutory 30% limit, either when the licence is issued or retrospectively, at cost.  These shareholdings are held by the state-owned Mineral Resources Development Company Limited (MRDC).  It holds the State's 31.5% equity in the Ramu Nickel Joint Venture, exceeding the 30% statutory limit, and the 2.5% equity holding in Mineral Resource Madang Ltd.  It also holds the equity interests negotiated by provincial governments and landowners, currently covering a 5% equity in the Porgera gold mine, 2.5% in the OK Tedi mine, 5.1% in the Lihir gold mine, and 3.95% in the Ramu Nickel Joint Venture.  MRDC also holds the Western Provincial Government's 2.5% equity holding in the Ok Tedi mine.
63. In March 2007, the state-owned Petromin Holdings Ltd was formed to hold the State's assets and to maximize indigenous ownership and revenue gains in the mineral and petroleum sectors (Petromin PNG Holdings Limited Authorisation Act 2007) (Box IV.3).  As the national oil, gas, and minerals company, it is empowered to encourage greater production and downstream petroleum and mineral processing through proactive investment strategies, including in partnership with developers.  Petromin's group of companies includes Edna Oil Ltd (interests in the Morn Oil Project), Tolukuma Gold Mines Ltd, Edna Minerals Ltd, Petromin Gas Ltd, and Edna LNG Ltd.  

	Box IV.3:  Petromin PNG Holdings Ltd

The Government may nominate Petromin PNG Holdings Ltd and its subsidiaries as the state nominee under mining contracts.  It may also acquire oil, gas, and mineral interests from the Independent Public Business Corporation (IPBC) and the Mineral Resources Development Company Ltd (MRDC) on agreed terms and consideration.  The terms are to be negotiated and mutually acceptable to ensure that investment decisions are taken transparently.  Petromin is mandated to be the special purpose vehicle to hold the State's equity in development of PNG's oil, gas, and mineral resources, to raise PNG ownership of these resources, and to develop them either wholly or in partnership with other investors.  It has no regulatory or  policy function, but can make investment decisions independently.  

Through Edna Oil Ltd, Petromin holds 20.5% interest in PDL5 of the Central Moran Oil Field with the option of taking up a further 20.5% interest.  This was acquired from the MRDC in August 2007.  This field is operated by Oil Search (PDL2) and ExxonMobil (PLD5).  Petromin acquired 100% of the Tolukuma Gold Mine from Emperor Mines in February 2008.  Eda Minerals Ltd is the holding company for all of Petromin's mining and exploration interests, except for Tolukuma Gold Mines Ltd,  Petromin Gas Ltd is the parent company of Eda LNG Ltd, the special purpose vehicle through which Petromin will participate in the proposed LNG project.  Eda LNG Ltd is a joint-venture partner in the ExxonMobil-led PNG LNG Project and owns a 0.244% interest.  Estimated to cost over US$10 billion, the project will involve producing 960mmscf/d from assigned gas fields comprising Kutubu, Gobe, Moran, Hides, and Juha.  Gas will be liquefied at a plant near Port Moresby, and exported.  Petromin also has a number of oil, mineral, and gas exploration tenements.

In April 2010, Petromin entered into a competitively tendered joint venture with a Malaysian oil and petrochemical shipping operator (subsidiary of Petronas), to be called the Western Pacific Shipping Ltd, with Petromin's wholly owned subsidiary owning 40%.  The joint venture will help Petromin in transporting LNG in future projects in support of PNG's national content plan and with other general shipping.  The Malaysian partner will initially manage the joint venture but this will be handed to Petromin once PNG citizens have been trained.

Source:  Petromin PNG Holdings Ltd online information.  Viewed at:  http://www.petrominpng.com.pg/index.html.


64. The PNG Sustainable Development Program Ltd was established in 2002 when BHP Billiton divested its 52% holding in Ok Tedi Mining Ltd (OTML).  Its objective is to support selected sustainable development programmes, especially in Western province. 
(4) Manufacturing

65. The contribution of manufacturing to GDP declined consistently during the review period, from 9.6% in 2000 to 5.9% in 2008.  It primarily serves the domestic market, except for exports of processed agricultural products (e.g. refined palm oil), fish (e.g. canned tuna), refined petroleum products, and forestry products (e.g. plywood).  Manufacturing has been pressured by cheaper imports and suffers from relatively high labour, power, raw material, and transport costs.

66. Government policy is to expand manufacturing by encouraging processing of primary products.  Priority areas include petrochemicals, canned tuna, furniture, and bio-fuels.  However, much of the sector is inefficient and relies on relatively high tariff protection, especially food processing.  

67. While the Tariff Reduction Program (TRP) reduced effective rates of protection, these remain high for certain products (ranging from 32% for steel products to 96% for sugar), and disparate (Tables IV.5 and AIV.1).  Cigarettes and beer are assisted by prohibitive specific tariffs that conceal high ad valorem equivalents (Chapter III and Table IV.6).  They are produced by domestic monopolies, both subsidiaries of multinational companies (British American Tobacco and South Pacific Breweries, a subsidiary of Asia Pacific Breweries Ltd).  According to the company, one of PNG's two breweries would close if tariffs were reduced.
  The major producer of plywood, veneer panels, sawn timber, and laminated wood (PNG Forest Products), has faced large reductions in MFN tariffs (from 100% to 40%).  Fresh fruits and vegetables are also subject to relatively high MFN tariff protection generally of 40%.  High tariffs regressively penalize PNG consumers.  Much of the manufacturing sector is concerned that the Government did not accompany the TRP with the related general reforms agreed needed to reduce the costs of doing business in PNG and to improve the country's competitiveness (e.g. enhancing public infrastructure), and hence are lobbying against further tariff reductions, and in some cases for increased rates.  Such fundamental general reforms would help alleviate such resistance to further tariff cuts.

Table IV.5
Effective rates of protection, selected products, selected years

(%)
	Activity
	1998
	2001
	2003
	2006

	Sugar
	114.1
	98.5
	94.9
	96.2

	Rice
	13.7
	-0.4
	-0.4
	-0.3

	Salt
	16.5
	-2.2
	97.9
	36.6

	Flour
	86.1
	51.9
	47.7 
	36.6

	Tinned fish
	122.1
	51.9
	47.7
	36.6

	Biscuits
	86.1
	73.5
	72.8
	62.4

	Soap
	107.3
	72.4
	76.7
	63.8

	Cooking oil, bottled for retail
	28.0
	62.0
	51.1
	38.2

	Cooking oil, other
	107.3
	-0.2
	-0.3
	-0.3

	Clothing
	76.9
	45.6
	44.7
	36.6

	Steel products
	110.0
	45.3
	41.8
	31.9


Source:
Robert Scollay (2007), Review of the Tariff Reduction Program, Report prepared for PNG Treasury by Auckland UniServices Ltd, July, p. 67.

Table IV.6
Specific MFN tariff rates on alcoholic beverages and tobacco products, 2010

(%)
	Tariff item
	Description
	Tariff rate

	22.03 
	Beer made from malt
	

	2203.00.10
	--- Beer made from malt, including mixed drinks
	K 55 per litre of alcohol

	2203.00.20
	--- Beer made from malt, including mixed drinks
	K 55 per litre of alcohol

	2203.00.30
	--- Beer made from malt, including mixed drinks
	K 55 per litre of alcohol

	2203.00.40
	--- Beer concentrates
	K 6.25 per kg

	2203.00.50
	--- Beer concentrates
	K 55 per litre of alcohol

	2203.00.90 
	--- Other
	K 6.25 per kg

	22.06
	Other fermented beverages (for example, cider, perry, mead), mixtures of fermented beverages and mixtures of fermented beverages and non-alcoholic beverages, n.e.s.
	

	2206.00.90 
	--- Other
	K 55 per litre of alcohol

	22.08 
	Undenatured ethyl alcohol or an alcoholic strength by volume of less than 80% volume; spirits, liqueurs and other spirituous beverages
	

	2208.2
	- Spirits obtained by distilling grape wine or grape marc:
	

	2208.20.10
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.20.90 
	--- Other
	K 55 per litre of alcohol

	2208.3 
	 Whiskies:
	K 55 per litre of alcohol

	2208.30.10
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.30.90
	--- Other
	K 55 per litre of alcohol

	2208.4
	- Rum and other spirits obtained by distilling fermented sugar-cane products
	K 55 per litre of alcohol

	2208.40.10 
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.40.90 
	--- Other
	K 55 per litre of alcohol

	2208.5 
	 Gin and Geneva:
	K 55 per litre of alcohol

	2208.50.10 
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.50.90
	--- Other
	K 55 per litre of alcohol

	2208.6 
	 Vodka:
	

	2208.60.10 
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.60.90
	--- Other
	K 55 per litre of alcohol

	2208.7 
	 Liqueurs and Cordials:
	

	2208.70.10 
	--- Containing alcohol by volume not more than 50%
	K 55 per litre of alcohol

	2208.70.90 
	--- Other
	K 55 per litre of alcohol

	2208.9
	- Other:
	

	2208.90.21 
	--- Mixed drinks of a strength not more than 3% alcohol by volume, not for medicinal purposes
	K 55 per litre of alcohol

	2208.90.22 
	--- Mixed drinks of a strength more than 3% alcohol by volume and not more than 4.5% alcohol by volume, not for medicinal purposes
	K 55 per litre of alcohol

	2208.90.29
	--- Mixed drinks of a strength more than 4.5% alcohol by volume, not for medicinal purposes
	K 55 per litre of alcohol

	2208.90.30
	--- Compound alcoholic preparations used for the manufacture of beverages
	K 55 per litre of alcohol

	2208.90.90
	--- Other
	K 55 per litre of alcohol

	24.01
	Unmanufactured tobacco, tobacco refuse
	

	2401.10.00
	- Tobacco, not stemmed/stripped (tobacco leaf)
	K 0.40 per kg

	2401.20.00
	- Tobacco, partly or wholly stemmed/stripped
	K 0.40 per kg

	2401.30.00
	- Tobacco refuse
	K 0.35 per kg

	24.02
	Cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco substitutes
	

	2402.10.00
	- Cigars, cheroots and cigarillos, containing
	K 0.45 per kg

	Table IV.6 (cont'd)

	2402.2 
	 Cigarettes containing tobacco:
	

	2402.20.10 
	--- Cigarettes of dark fired tobacco without filter (spear and the like)
	K 0.65 per 1,000

	2402.20.20 
	--- Cigarettes of dark fired tobacco with filter (spear and the like)
	K 0.65 per 1,000

	2402.20.90 
	--- Other
	K 0.65 per 1,000

	2402.90.00
	- Other
	K 0.65 per 1,000

	24.03
	Other manufactured tobacco and manufactured tobacco substitutes; "homogenized" or "reconstituted" tobacco extracts and essences
	

	2403.10.10
	- Smoking tobacco, whether or not containing tobacco substitutes in any proportion
	K 0.45 per kg

	2403.10.30
	--- Chewing tobacco
	K 0.45 per kg

	2403.10.40
	--- Snuff
	K 0.45 per kg

	2403.10.50
	--- Twist or trade tobacco
	K 0.45 per kg

	2403.10.60
	--- Stick tobacco
	K 0.45 per kg

	2403.9
	- Other:
	

	2403.91.00
	-- "Homogenised" or "reconstituted" tobacco
	K 0.45 per kg

	2403.99.00 
	-- Other
	K 0.45 per kg


Source:
PNG Tariff Schedule.
68. As well as assisting certain industries, tariffs on inputs penalize industries by raising prices and hence production costs, which continue to hamper manufacturing, along with inadequate infrastructure.  For example, manufacturers using sugar, e.g. makers of soft drinks, biscuits, and ice cream (industrial sales represent about one third) face higher costs due to the sugar tariff of 70%, which may also inhibit new industries e.g. confectionery.
  The estimated effective rates highlight the anti-export bias of the tariff regime:  agricultural and mineral exports receive negative rates, indicating that they are penalized, on balance.

(i) Food processing 

(a) Rice

69. The rice industry comprises mainly one company (foreign-owned Trukai Industries Ltd) that imports rice grain, and mills, blends, and packages it.  Its market share is some 90-95%.  Elimination of the 11% MFN tariff on rice imports under the TRP has increased competition.  Consequently, the ICCC relaxed price controls on rice (white and brown) from 2006 until the end of 2010 and introduced monitoring of quarterly ex-factory prices of standard rice (Roots rice brand) in various sized packets.  This is based on maximum ex-factory prices set at the start of the regulatory period and comparing movements in ex-factory prices against benchmark prices supplied by the PNG National Statistical Office and the Australian Bureau of Statistics.  The ICCC also monitors internal freight rates from Trukai's factory to its national branches, and controlled maximum wholesale and retail margins until in October 2009. 

(b) Canned tuna and beef

70. In addition to canned tuna, tinned mackerel (using imported fish) and meat are an important part of the food processing industry.  Tinned beef is produced for the domestic market, mainly using imported beef.  Imported canned fish and beef represent about 20% of the market, and prices of tinned fish and beef were fully deregulated in 2006.  Canned tuna is assisted by a relatively high MFN tariff of 15% (reduced from 40%), and the rate on canned dark-meat tuna was raised to 20%.  Canned mackerel also has an MFN tariff of 20%.  Imports from Fiji and the Solomon Islands are subject to a preferential zero tariff.  The industry also relies on exports to the EU under preferential access.

(c) Flour, coffee, and tea 

71. Two major flour millers (one locally owned) manufacture and distribute flour products, mainly importing wheat to mill and package locally.  There are also several importers of packed-flour products for resale, or as inputs for own use.  Wheat and flour imports are subject to an MFN tariff rate of 15% (down from 40%).  Imports represent a small but increasing market share, especially duty-free preferential imports from Fiji.  The ICCC regulates flour prices (currently under review).

72. PNG has a strong export-oriented industry in growing and milling coffee as well as in grinding and roasting coffee beans.  While instant coffee is no longer produced in PNG, Nestlé (PNG) Ltd exports beans to Australia to re-import instant coffee for filling and packaging.  Tea is produced by one main company, which has four plantations.  Imported coffee products and tea face an MFN tariff of 25% (down from 40%).  The limited import competition is increasing.  Tea and coffee prices were deregulated from 2008. 
(d) Poultry

73. The poultry industry has expanded rapidly, initially under protection from an import ban, and more recently due to high specific tariff on frozen chicken of K 2.20 per kg.  

(5) Energy

(i) Oil and gas

(a) Oil

74. The petroleum sector accounted for an estimated 13.1% of GDP in 2008.  Over 80% of crude oil is exported, for a total of K 1.6 billion in 2009 (K 3.5 billion in 2008), equivalent to 13.5% of total merchandise exports (22.4% in 2008).  Unless there are new discoveries, production is expected to continue to fall, and to cease by 2015.  Refined petroleum products have been exported since 2004, and were worth K 221.5 million in 2009, representing 1.9% of total merchandise exports (K 510.7 million in 2008).  Government policy is based on the Oil and Gas Act 1998, administered by the Department of Petroleum and Energy.  Income tax incentives apply (Chapter III).
 

75. The Napa Napa refinery (foreign owned, by the InterOil Corporation), which opened in 2004, refines light "sweet" crude oil from Kutubu.
  PNG is self-sufficient in petrol, diesel, and kerosene.  In 2006, InterOil purchased Shell's retail and commercial distribution network, consisting of 70 distribution outlets including terminals, depots, retail service stations, and commercial re-fuelling facilities, and leased it back to Shell.  InterOil also bought BP PNG in 2004, which had the largest downstream wholesale and retail oil products business in PNG (market share of some 70%).  InterOil's 30-year government agreement, expiring in 2035, provides a monopoly, as distributors must purchase refined petroleum products from the refinery at import parity.
 

76. Four major distributors (Mobil, Islands Petroleum Ltd, Niugini Oil Company, and InterOil Products Ltd (an InterOil subsidiary) sell to retailers, with InterOil the dominant player.  They distribute products from the refinery, either by ship for storage at smaller ports or direct to retail outlets by road, either themselves or using contract road or shipping companies.  Most distributors own retail sites operated on commission or as franchise outlets.  
77. The ICCC monitors prices of petrol, diesel, and kerosene, and aviation under the Government's import parity pricing agreement.  The ICCC determines the selling prices of petroleum products ex-refinery, in consultation with the refinery's owner, and is currently reviewing the arrangements for the next five years.  Current arrangements include monitoring of aviation gas (all imported) prices, freight costs for refined products, including shipping and cartage, setting wholesale, retail and "drum filling" margins, and annual adjustments based on the CPI-X formula (where X equals 1%).  It publishes "indicative" maximum retail prices for petrol, diesel, and kerosene based on import parity prices and regulated margins.

(b) Gas

78. InterOil, in a joint venture, is to build a Condensate Gas plant adjacent to its refinery to export gas piped from its natural gas Elk/Antelope fields.  Estimated to cost US$9.3 billion, construction is due to start in 2011, with production planned in 2014-15.  The Government's project agreement, signed in December 2009, sets fiscal terms for 20 years, including a company tax rate of 30% and certain exemptions applicable to large-scale projects.
  The State, through Petromin Holdings Ltd, has 20.5% equity, and the landowners 2% equity.  The plant will expand to an annual capacity of 10.6 million tonnes.  The LNG project may contribute some 15-20% of GDP by 2020.
79. The LNG project, involving ExxonMobil Corporation, will pipe gas from the Southern Highlands Province to an onshore LNG processing plant in Port Moresby, for export to Asia, especially Japan, India, and China, from 2014.  The project will be the country's largest, with a capital cost of US$15 billion and a projected life of 30 years.  The Government signed the LNG Gas Agreement in May 2008 and the Umbrella Benefit Sharing Agreement in May 2009.  The project includes gas production and processing, onshore and offshore pipelines, and liquefaction facilities with an annual capacity of 6.3 million tonnes.  PNG government equity will be held by the newly formed state-owned Kroton No. 2 Ltd, separated from the Independent Public Business Corporation (12.4%), Mineral Resources Development Company (PNG landowners, 7.0%), and Petromin Holdings Ltd (0.2%).  The tax rate for the project is 30%, and the Government's expected maximum capital funding requirement is US$1.6 billion, which is expected to be in the form of 30% equity and 70% debt.

80. Excise taxes of K 0.61 and K 0.06 per litre apply to petrol and diesel, respectively.  No excise tax is levied on kerosene.  All products are subject to 10% GST.  Petroleum products and minerals, if imported, are free of tariff.   

(ii) Electricity

81. Electricity is supplied by the state-owned monopolist PNG Power Ltd (PPL), corporatized in 2002 as the successor to the PNG Electricity Commission (ELCOM) (Electricity Commission (Privatization) Act 2002).  Some 70% of power is hydro generated, and supplies the systems of Port Moresby, Ramu (Lae, Madang and the Highlands), and Gazelle in East New Britain.  While there is no national grid, PPL plans to interconnect the Ramu and the Port Moresby systems.  Regional centres not connected to main centres rely on diesel-powered thermal generating plants.  Electricity supply is unreliable and very expensive for the quality of service, thus raising the costs of doing business in PNG.

82. PPL has 23 independent power systems serving 27 urban centres.  Electricity demand growth has averaged 2.2% in the last decade.  PPL's Ten Year Plan projects annual demand growth of 3% to 2015, mainly from the mining sector.  While PPL has been corporatized and prepared for privatization (including the Government writing off ELCOM's debts of US$56.71 million), this has not happened.  PPL has been under financial stress, and has had difficulties in servicing government loans and overseas borrowings.
  However, its financial capacity has improved recently, with revenue growing by 5.8% in 2009 (second quarter).  A foreign-owned independent power producer (IPP), Hanjung Power Ltd, operating since 1997, generates about 16% of the country's electricity from its Kanudi thermal plant.  It supplies power to PPL under an expensive purchase agreement.
83. As a monopoly service provider in the generation, transmission, distribution, and retailing of electricity, PPL is regulated by the ICCC.
  The ICC regulates competition, controls prices, and protects consumers.  It has issued PPL licences to sell, generate, transmit, and distribute (Electricity Industry Act ), and is in the process of releasing a Revised Electricity Code, which regulates the terms and conditions of supply.  An associated Standard Customer Supply and Sale Contract for PPL and General Licensees is also being prepared.  A Regulatory Contract established in 2002 (valid until the end of 2011) provides the mechanism for establishing and changing retail tariffs, and sets out required service standards.  Maximum average tariffs are set on a "bundle" basis using a formula that adjusts for changes to variables such as the local, Australian, and U.S. consumer price index, fuel prices, kina to $A and US$ exchange rates, and the cost of purchased power from the IPP.  PPL uses some 35 million litres of fuel annually, and fuel price movements have a strong effect on its costs of generating power.  Electricity charges determined by the ICCC were reduced for the first time from 2010 (by 2.7%), due mainly to falling fuel prices.  The electricity price reduction in 2010 was on top of customer rebates from December 2008 for low service quality, in line with ICCC undertakings.
84. At the end of 2006, the Independent Public Business Corporation injected equity of K 65 million into PPL to provide on-going rural electrification.  PPL also performs the technical regulatory role on behalf of the ICCC, including approving licences for electrical contractors, and certifying electrical equipment and appliances for sale.  The Electricity Industry Policy contains a proposal to shift this role to a neutral body (e.g. Department of Petroleum and Energy).  An Electricity Management Committee is also being considered to oversee implementation of national rural electrification programmes.
85. The Government is preparing the National Electricity Policy, focusing on private sector participation and competition, especially in generation and rural electrification.  This will include improving third-party access regimes to enable generators to access the electricity network and introducing "feed in" tariffs to provide guaranteed revenue for entrants.  A Rural Electrification Fund is also being considered.  

(6) Services

86. Services accounted for 33.3% of GDP in 2008.  Construction is the most important, followed by "community, social and personal services", wholesale and retail trade, and "finance, real estate and business services".
87. PNG has not submitted GATS offers on services in the Doha negotiations.  Its commitments have not changed from those scheduled in the Uruguay Round, which covered a limited number of sectors.
(i) Telecommunications

(a) Structure

88. PNG's inadequate telecommunication services are mainly supplied by the state-owned PNG Telikom, which has a monopoly in local, national, and international fixed-line services.  Its monopoly in mobile services, held initially by its subsidiary, Pacific Mobile Communications, and by BeMobile, ended formally in March 2006.  Digicel, which entered the market in July 2007, also provides a comprehensive GSM network.
  BeMobile was partially privatized through divestment of 50% equity for US$45 million in 2008.
  Competition has lowered mobile call charges by as much as 60% and improved quality and coverage.
  The Government has estimated that the expansion of mobile services boosted GDP by 0.7 percentage points in 2007.
  However, telephone services are still inadequate, especially for fixed-line and international services, on which Telikom relies heavily for revenue.  Plans to privatize 51% of equity in Telikom to an overseas company and to liberalize telecommunications were abandoned by the Government in the early 2000s.

89. Telephone density remains low.  There are some 61,000 fixed lines, corresponding to a density of less than 1%, most of which are used by government and business.  Mobile penetration rates also remain low, at some 13% (900,000 subscribers) in 2009 (48,300 subscribers in 2004), after especially jumping since 2007.  Digicel already had some 65% of the mobile market in 1999.  Internet penetration in 2009 was very low at almost 2%.  Telecommunications density is lower than any other pacific island country and is also low relative to most other economies with comparable per capita GDP levels.  

(b) Policy

90. Uncertainty in the Government's telecommunications policy ended with the NEC approving the National ICT Policy Phase II Reforms Final Report in March 2009 (in the National Information and Communications Technology Act of November 2009).  The Act provides a comprehensive reform package for introducing open competition.
  Some parts, relating to the transition to the new regulator (the National Information and Communications Technology Authority (NICTA)), became operative on 3 March 2010.  The rest of the Act, regarding the succession of functions, will enter into force on 2 August 2010, when the independent industry-specific telecommunications regulator, NICTA, will replace PANGTEL and take over the ICCC's regulatory functions.  The international gateway will also be liberalized by allowing all network licensees to operate them provided they meet the minimum specified licensing criteria.  Wholesale access and interconnection obligations will be applied to "declared" services, including the fixed network and terminating of mobile calls, for all relevant licenses.
91. This followed revision of the Government National ICT Policy of June 2007, which had proposed an indefinite network monopoly, to no longer structurally separate Telikom into a network company and a service company, or indefinitely restrict competition to resale (NEC Decision No. 188/2007).
  Mobile services would continue to be provided by Telikom and Digicel under existing licences until Phase I of the National ICT Policy started (no later than 14 February 2008).
 
(c) Regulation

92. Telikom is regulated as a "declared" entity under a Telecommunications Regulatory Contract, currently covering 2007-11.  These regulatory powers were transferred from PANGTEL to the ICCC in 2002 (Telecommunications Act 1996, as amended), which left PANGTEL to regulate and manage the radio spectrum (Radio Spectrum Act 1996) and to issue technical standards for telecommunications equipment.
  There are four types of telecommunications licences, all valid for ten-year periods:  the General Telecommunications Carrier License (GL) (currently only held by Telikom);  Public Mobile Telecommunications License (MC) (currently three licensees but one is non-operational);  Value-added Services (carrier grade and ISP grade) (three carrier grade licensees, Telikom, Digicel, and BeMobile, and 16 ISP licensees);  and Restricted General License/Private Network License (RGC) (two licensees but one licence was revoked).  Government policy sets the limit to the number of licences, and the ICCC cannot issue any new GL or MC licences.  VOIP is not illegal, but is not widely available.  Access to the internet is unavailable at reasonable speeds, and limitations are placed on the international data gateway capacity, which also greatly reduces service quality.
93. BeMobile was subject to retail price regulation when it was a full Telikom subsidiary, but prices are now freely set, as with Digicel.  Competition may appear to be limited in mobile services due to licensing constraints placed on using the latest technology (3G) or data services, whereby the licensee (especially Digicel) must obtain the ICCC's consent.  This is intended to provide time for all participants to be able to apply the latest technology.
  Telikom's fixed-line services are regulated by a price cap arrangement that sets a future price path, minimum service standards, and future capital expenditure requirements.  
94. Under Part XI of the Telecommunications Act, carriers may access other carriers' networks under arrangements enforced by the ICCC.  Carriers negotiate access agreements, and either party may request the ICCC to arbitrate if commercial agreement is impossible. 
  The ICCC determines access fees taking into account, inter alia, the access provider's direct and indirect attributable incremental capital costs, as well as direct and indirect attributable incremental operating costs and "reasonable" contribution to the provider's common costs.  Access determination and fees are not released due to commercial confidentiality;  only retail prices, which include margins, are made public.  BeMobile and Digicel signed an access agreement in April 2010.

95. Under NICTA's regulation, Phase II reforms from August 2010 will establish a three-tier horizontal licensing regime, based on the categorization of operator licensees as network licensees, applications-service licensees, and content-service licensees.  Current licensees will be required to operate in accordance with their existing licences until they have been fully transferred to NICTA.  Regulatory barriers to market entry will be reduced by increasing the use of class licensing.  Operator licences may either be individual licences or class licences.  Phase II reforms also contain a framework to regulate the radiofrequency spectrum, involving spectrum, apparatus, and class licences, and a clear mechanism for allocating the spectrum adopted.  Interconnection (a form of access needed by a company to terminate phone calls of its customers in another company's network) charges will be based on internationally accepted costing methodologies to achieve full cost recovery, with NICTA arbitrating on access disputes.  Access providers may submit binding reference interconnection offers to NICTA for pre-approval for an appropriate time period (3-5 years).  The Reference Paper adopted by PNG in its GATS schedule requires the Government to publish interconnection or reference interconnection agreements.   

96. NICTA is to review whether on‑going price regulation of Telikom's fixed network services is required.  It will take into account whether the operator has substantial market power in providing the service, the harm that could be substantially mitigated if retail price regulation was imposed, and whether the benefits of imposing retail price regulation outweigh any detriments, including any potential costs arising from market distortions or delays to the development of competition.  A Universal Access Scheme retaining mandatory roll-out obligations will be established to meet the Government's Community Service Obligations of providing internet access and VOIP access to other areas, with all telecom operators to be eligible for funding.  It will be partially funded by an ad valorem levy on net revenues of licensed operators, to be implemented after 2010. 
(ii) Financial services
(a) Structure and performance

97. The expanding financial sector currently comprises mainly 4 commercial banks and 10 financial institutions (i.e. finance companies), 21 savings and loan institutions, 5 life insurance firms, 4 life insurance brokers, 7 superannuation funds, 7 trustees of superannuation funds, 3 investment managers, and 4 fund administrators.  The PNG-owned Bank of the South Pacific Ltd is listed on the Port Moresby Stock Exchange, and is the largest bank, with 35 branches and a market share of 50%.  It had total assets of K 6.8 billion at the end of 2008.  The other three banks are foreign bank subsidiaries.  The financially troubled state-owned PNG Bank was acquired by the BSP in 2002.
98. Commercial banks continue to dominate the sector and their profitability has improved.  Total assets were K 15.2 billion at the end of 2009.  Bank interest rate spreads, measured as the difference between the weighted average interest rate charged on loans and that paid on deposits, fell from 10.5 percentage points (14.6% less 4.1%) in 2001 to 8% in 2009 (10.2% less 2.2%).  Margins remain relatively high reflecting several factors, including the inefficiency of financial intermediation and risk.  Assets of finance companies and savings and loans societies were worth K 380.2 million and K 739.2 million, respectively at the end of 2009. 
(b) Regulation and supervision

99. The Bank of PNG (BPNG) is prudential regulator of the financial sector, and is responsible for the financial system's stability (Central Banking Act 2000).  It regulates banks and finance companies (Banks and Financial Institutions Act 2000), life insurance companies (Life Insurance Act 2000), superannuation funds (the Superannuation (General Provisions) Act 2000), and savings and loan societies (Savings and Loan Society Act 1995).  Government policy is to maintain an "open" regime for establishing banks and other financial institutions that meet the licensing criteria.

100. BPNG's prudential supervision aims to minimize bad loans and to protect depositors from poor financial practices and management.  Its supervisory framework includes strict entry criteria, off‑site surveillance, on-site examinations, and enforcement and compliance.  Off-site supervision covers analysis to ensure specific requirements are met on capital levels, large exposures, and concentration;  provisioning of asset quality and classification;  foreign exchange and single currency exposure;  and diversification of investments.  Board directors and senior management must continually address risk management polices and controls to risk to ensure that these are correctly measured and managed.  On-site verification involving reviewing the institution's operations, policies, and procedures is performed if problems are detected.  External auditors must submit reports to the BPNG on the institution's financial performance and adherence to prudential standards, directives and guidelines.  According to the BPNG, these are consistent with international best practice. 
Banks and finance companies

101. All banks must maintain minimum capital adequacy ratios of 6% for leverage capital, 8% for Tier 1 risk-based capital, and 12% for total risk-based capital (PS 1/2003, Capital Adequacy).  The BPNG has also issued prudential standards on "fit and proper" requirements (PS 8/2005), transactions with related parties (PS 6/2005), and external audits (PS 7/2005).  The minimum paid-up equity capital of banks is K 15 million.  Only PNG incorporated entities may have a bank licence, i.e. foreign branches are not allowed.  Applicants must submit a viable business plan, and an institution will generally not be considered to be in PNG's best interests if it will hold over 40% of all bank and finance company deposits.  A business plan must also be submitted when opening a branch or significantly changing operation, such as an amalgamation.  Licences must be renewed annually.  There is no joint venture or foreign ownership control.  While the number of bank licences is not limited, in principle, it appears that obtaining one may not be free of political influence.
102. Non-performing loans fell from some K 275 million in mid 2001 (21% of total loans) to K 35 million in mid 2004, before rising to around K 65 million by mid 2007 (2% of total loans).

103. The NDB succeeded the Rural Development Bank in 2007 (National Development Bank Act 2007).  It has 18 branches and provides long-term agriculture and commercial loans, as well as credit scheme loans, like the fisheries credit facility, the SBDC Credit Guarantee Scheme, and the Village Oil Palm Credit Scheme.
  The NDB launched a commercial micro-finance scheme in 2007.  It also operates a Tourism Promotion Credit Scheme with the Tourism Promotion Authority.  The BPNG does not prudentially supervise the NDB.
104. The minimum paid-up equity capital for finance companies is K 1.5 million.
Life insurance

105. Only PNG-incorporated firms may sell life insurance policies or act as insurance brokers;  foreign branches cannot be licensed.  Licences must be renewed annually.  Life insurance companies must maintain a minimum equity capital outside statutory funds of K 4 million, consisting of paid-up share capital represented by ordinary shares and/or irredeemable preference shares.  This must be maintained in shareholders' funds as "excess" assets, with at least 50% (K 2 million) held as "eligible" assets.
  Licence holders must maintain statutory funds that ensure adequate capital to support solvency.  The BPNG may also require life insurance firms to hold an approved minimum guarantee of K 4 million.  It has also issued standards on valuation of policy liabilities for life insurance companies, external audits (PS 5.2008), financial statements formats and disclosure requirements, life insurance companies investments (PS 7/2008), and fit and proper requirements.

General insurance

106. There are 13 general insurers and 1 reinsurer (Pacific Reinsurance Ltd) in PNG.  They are predominantly subsidiaries or branches of foreign insurance companies.  Allianz (New Zealand) Ltd operated a shared joint venture with the state-owned Motor Vehicle Insurance Ltd (MVIL), called Pacific MMI Insurance Ltd, until late 2009 when MVIL acquired its 50% interest.  Pacific Reinsurance Ltd is 52% state owned through MVIL, with the remaining equity held by foreign PNG subsidiaries.  The Office of Insurance Commissioner regulates general insurance firms (Insurance Act 1995).  Risks in PNG must be insured with PNG insurers unless local insurers have insufficient capacity, e.g. PNG airline carriers must use local underwriters, which allegedly raises insurance costs.
  Broking services are provided by international groups and local firms.  Most high-risk insurance is placed offshore.  Reinsurance must be placed through Pacific Reinsurance Ltd, unless rejected, when it can be placed directly overseas.

107. MVIL has a statutory monopoly for the supply of compulsory third-part motor-vehicle insurance (Motor Vehicles (Third Party Insurance) Act, Chapter 295).  It is regulated by a Regulatory Contract that controls premiums using a maximum average net premium set by the ICCC.  

(iii) Tourism

108. The embryonic tourism sector, a government priority, contributes some 2-3% of GDP.  The National Tourism Master Plan 2007-17 plans to double tourist arrivals every five years.  It is based on inter-agency cooperation, and government/industry partnerships.  The statutory PNG Tourism Promotion Authority, which is implementing the plan, has conducted substantial overseas promotion and marketing of PNG tourism.  Tourism arrival numbers rose strongly from 56,200 in 2003 to 120,100 in 2008.  Estimated tourist expenditure in PNG grew from K 394 million to K 960 million during this period.  Tourist arrivals are expected to reach 202,150 by 2012.  Business travellers account for some 45% of arrivals.  Holiday tourism has also grown significantly.  Tourists are predominantly from Australia (50%), followed by the United States (9%), New Zealand (5%), Japan and the United Kingdom (4%).

109. PNG tourism continues to face many of the same hurdles confronting other sectors, including expensive air travel, law and order and security concerns, poor quality and expensive utilities, inadequate infrastructure (e.g. roads, tourism resorts), and insufficient foreign investment.  To tackle these issues, the National Plan has prioritized marketing, product development and investment, transport and infrastructure, human resource development, and institution/industry partnerships.  Recent land tenure reforms (Chapter II(6)(i)) and the introduction of competition on major Australian PNG air routes in 2008 is expected to boost tourism.  Income tax concessions were introduced in 2007 to promote tourism investment (Chapter III(4)(i)).  

110. Tour operators are mostly locally owned.  Foreign-managed operators must be registered with the IPA.  Some have Australian offices to service customers directly, and a growing number are also operating from Australia without a PNG partner and contracting services to PNG firms.

(iv) Transport

111. The National Transport Development Plan (2006-10) sets priorities for transport expenditure and development.  Poor prioritization of expenditure has hampered construction and maintenance of transport infrastructure.  The Department of Transport is currently formulating a new National Transport Strategy (2010-2030) to be implemented through five-year medium term transport plans.  To assist construction of transport infrastructure, the Government intends to use its National Public Private Partnership (PPP) Policy, endorsed in December 2008, to establish PPP's as a means of harnessing private investment and management in major projects.  Inadequate public infrastructure, including in transport modes, impedes development and is a major barrier to trade, both domestic and international. 
(a) Air transport

112. The Civil Aviation Authority (CAA) was corporatized from 2001 and has been progressively separating its commercial functions from its regulatory and safety role under the Public Sector Reform process (Civil Aviation Act 2000).  The CAA owns and runs 22 airstrips:  13 are of jet standard and have been certified as meeting the safety standards of the national civil aviation rules applied from 2004;  the nine non-jet airports are still to be certified and all are expected to be by 2011.   Aropa (Kieta) airport remains unavailable for commercial flights due to the safety and security issues related to the Bougainville crisis, and seven were certified as meeting safety standards by October 2009.  Airline operators conduct business through lease arrangements (Aerodrome (Business Concessions) Act 2000).  The Government is committed to "open skies" but until recently competition on international services was minimal.
  International rights are negotiated under reciprocal bilateral air services agreements.  Cabotage, although not currently feasible, is prohibited.  Poor airport infrastructure has impeded air transport operations, but an infrastructure improvement programme funded by an Asian Development Bank is targeting improvements at 21 airports.

113. Two companies, the fully state-owned national carrier Air Niugini (National Airline Commission Act 1973), and the privately listed carrier Airlines PNG, provide international services to PNG.  Air Niugini's international destinations cover Australia, Singapore, Japan, the Philippines, China, and Malaysia as well as the Pacific islands of Fiji, and the Solomon Islands.  Due partly to bad management, the firm almost went bankrupt in 2002, and was assisted by a government guarantee on loans from the Bank of South Pacific Ltd (since expunged and repaid).  Airlines PNG competes on the two Australian routes, Cairns and (since August 2006) Brisbane.  Air Niugini and Qantas provide code-share services between PNG and Australia.  In the past, lack of competition was found to be a probable major explanation for the expensive international airfares charged by Air Niugini.  Competition, through the entry of Pacific Blue as code-share partner for Airlines PNG on both Australian routes, has reduced airfares and freight charges.  The ICCC must approve code-share arrangements.
114. National carriers providing international services must be majority PNG-owned and be less than 25% owned by a single foreign airline.  International charter passenger, freight, and cargo air services will be licensed on a case-by-case basis, to balance the commercial interests of existing operators for users and the economy generally.  Majority-foreign-owned operators will not be licensed unless authorized by law or permitted under a state agreement. 
115. Domestic aviation services are open to any licensed carrier on all routes.  Some 23 licensed carriers operate, as well as a number of smaller, third-level operators.  While several firms service more profitable routes (e.g. Port Moresby to Lae or Port Moresby to Mount Hagen), Air Niugini is the dominant carrier, with some 60-70% market share, especially on the major routes.  Airlines PNG operates in competition with Air Niugini on most routes, and provides charter services to the mining sector, along with Airlink.  Foreign-owned companies may operate domestic services provided they divest to majority PNG equity within five years.  Contracted charter services, including by mining companies, are only allowed as joint ventures with a majority PNG-owned air service operator. 
116. At many airports, Air Niugini and Airlines PNG operate their own terminal building, paying nominal leasing charges to the CAA.  Elsewhere, the CAA provides the terminal space.  Air Niugini has long term leases over three terminal facilities owned by the CAA.  Terminal space is allocated based on historical arrangements, seemingly at uneconomic charges that do not recover the CAA's costs of providing services at most airports.  

117. Air refueling services at Jackson's Airport have been provided by Airlines of PNG (PNG Ground Services), which supplies only its own fleet, and by Shell Oil Products (PNG) Ltd, an overseas subsidiary.  ICCC has granted conditional clearance for Aviation Operations and Aircraft Refueling (PNG) Ltd (AOAR) to acquire Shell Oil Products (PNG) Ltd's (SOPL) aircraft refuelling facilities at Jackson's Airport.  These consist of fixed storage tanks, a hydrant distribution system, and various offices and workshops.
  Current market shares are Shell 65%, InterOil 35%, and Airlines PNG 5%.

(b) Maritime transport

118. Maritime shipping is regulated by the Department of Transport (Merchant Shipping Act (Chapter 242) consolidated to No. 11 of 2003).  The National Maritime Safety Authority handles safety (National maritime Safety Authority Act 2003), and is responsible for registration of domestic merchant vessels, and for controlling shipping pollution in PNG waters.  The Authority is a member of the International Maritime Organization.

119. Coastal shipping has been restricted to domestic-flagged and -licensed ships since the early 1960s to protect local shipping:  i.e. cabotage is not permitted as foreign vessels may unload cargo only to certain ports (e.g. Lae and Port Moresby), and local freighters distribute this cargo to other feeder ports.  This is implemented by restricting the issuance of licences and permits to local shipping companies to operate on certain routes e.g. Laurabada Shipping for the Southern Region and Lutheren Shipping for the Northern Region.  Several temporary permits have been issued to foreign firms recently to ferry overseas cargo directly to feeder ports under charter arrangements.

120. A licence is required to operate in the coastal shipping market.  The licence is issued by the Minister for Works, Transport and Civil Aviation based on the advice of the Coastal Trade Committee.  Any IPA-registered foreign firm that is competent and knowledgeable in shipping and has a registered office in PNG can be licensed.  Licences are generally not restricted to routes. There are 14 coastal shipping companies.  Consort provides most cargo services to the northern ports and Laurabada Shipping Services (Steamships) to the ports in the Central, Western, and Gulf provinces.  Rabual and Lutheran Shipping provide passenger services to regional ports.  

121. Maximum rates for coastal freight are set by the Department of Transport;  then have not been adjusted since 2002.  

Ports

122. In 2002, the Harbours Board was corporatized to become the PNG Harbours Ltd, and was renamed the PNG Ports Corporation Ltd (Harbours Act (Chapter 24) in November 2006).  It regulates, manages, operates, and controls "declared" ports, the movement of shipping in them, and the provision and maintenance of machinery and equipment.  The ports operated by PNG Ports handle over 90% of overseas ships:  it operates 16 of the 23 declared ports (the port of Samarai is operated by an agent).  The remaining seven declared ports are either operated by commercial interests (e.g. Bialla and Lihir) or are non-operational.  The three self-funding ports (Lae, Port Moresby and Kimbe) cross‑subsidize the PNG Ports' other ports, which either break even or run at a loss.  A few private ports are operated by companies for their own needs, and are regulated by the Department of Transport.
123. The ICCC regulates PNG Ports under a Regulatory Contract that sets the maximum prices PNG Ports can charge for essential port services (berth reservation, wharfage, and berthage) and stevedoring, and stipulates minimum service standards (a new five-year contract was implemented from February 2010).  The ICCC is also the licensing authority for essential port services, and such charges are reviewed annually based on CPI changes.  Under the tariff structure there are two tiers:  tier 1 ports include the ports of Lae, Port Moresby, Kimbe, Samarai, and Aitape, and tier 2 ports comprise all other declared ports.  PNG Ports is licensed as an essential port services operator to provide wharfage, berthage, berth reservation services, and stevedoring services in declared ports.  It also provides container storage and pilotage services as the sole declared Pilotage Authority by instrument of delegation under the Harbours Act.  PNG Ports performs the harbor management functions for declared ports, and administers stevedoring licences by issuing five-year licences to private operators.  Terminal handling and equipment are out-sourced to private operators.  At the port of Port Moresby, licensed firms must use labourers from PNG Ports' registered labour pool;  the labourers are paid a minimum wage funded from a cargo levy of K 1.28 per tonne administered by PNG Ports.
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� Reddy (2007).


� Fleming (2007).


� Investment Promotion Authority (2009b), p. 12;  and Australian Centre for International Agricultural Research (2009), p. 2.


� Warner and Omuru (2008), p. 11.


� Some 10% of refined oil is sold in PNG, mainly as cooking oil but also as stearin as an input to making soap.   


� Australian Centre for International Agricultural Research (2009), p. 4.


� Many mills do not discriminate in parchment quality and classify all green beans from smallholder parchment as Y1 grade.  Exporters sort and grade the coffee at their expense to enable separate sales at different prices.


� However, many smallholders have no option but to process parchment as the cherry must be delivered to the wet mill on harvest day if good quality parchment is to be made.


� Warner and Omuru (2008), p. 11.


� Existing manufacturing firms with over 25% foreign equity had to divest foreign equity to this level. Existing processors with foreign equity must detail the foreign partner's involvement in coffee growing.  


� Only one firm imports processed (instant) coffee.


� Warner and Omuru (2008), p. 10.


� The Government's 25% equity in Ramu Sugar was divested to NBPOL as part of the acquisition.


� This is well below the 10 tonnes per hectare obtained in major sugar exporting countries.


� NBPOL, p. 12.


� Previous board members were terminated by the Minister of Agriculture but reinstated in 2009 following a successful court challenge.


� PNG Forest Authority (1993).


� Royalties paid to landowners are set at a fixed rate according to species, and is estimated to average nationally K 13.86 per m3.  Changes can be made by Ministerial notice to each permit holder, and a 5% royalty withholding tax applies (Hunt, 2010).


� FIA PNG online information.  Viewed at:  http://www.fiapng.com/forest_sector.html.


� PriceWaterhouseCoopers (2006).


� The plan envisages 70 long-line licences issued to PNG-flagged fresh-chill vessels, 10 for locally based foreign vessels (with these reduced as PNG-flagged vessels increase), and 20 PNG-owned freezer vessels.


� The VDS has been implemented by the Nauru Agreement parties since December 2007 to limit purse-seine fishing in their EEZs.


� PNG Post Courier, "Kapris announces marine park plans", 3 March 2008.


� PNG-flagged purse seine vessels have first priority, followed by LBFVs.


� Investment Promotion Authority (2009), p. 17.


� LBFVs may also fish in territorial sea and archipelagic waters for the first years of a licence, provided their catch is landed onshore, after which they must be PNG registered and flagged.  


� Originally a total of 50 vessels could operate in the EEZs of participating Pacific island nations.  Total fees paid by the U.S. to the FFA are US$21 million, of which US$3 million is from the U.S. tuna industry.  Of this, 15% is divided equally among FFA members, and the rest distributed pro rata based on tuna weight landed in each EEZ.  The U.S. Government pays the other US$18 million to the FFA as aid. 


� Vessels require a minimum score of 26 points to qualify as domestic vessels. Points are awarded based on nationals employed, local purchases, and onshore investment.


� Three licensed trawlers operate in the Torres Strait fishery and one licensed PNG-owned trawler operates in Orangerie Bay under the Orangerie Bay Prawn Fishery Management Plan.  


� The plan allows for removal of two vessels after the first year, for sustainability, in view of the significant increases in the number of sharks likely as by-catch by long-line tuna vessels.


� Scollay (2007), p. 62.


� It makes producing competitive soft drinks difficult by protecting an inferior product that involves additional costs to meet production quality standards (See Cocoa-Cola Amatil, 2008).


� ICCC (2010b).


� Standard exploration licences are for an initial six years followed by a five-year extension for half of the area.


� Viewed at:  http://www.hydrocarbons-technology.com/projects/napanapa/.


� InterOil online information.  Viewed at:  http://www.interoil.com/refinery.asp/.  Import parity prices are set monthly and take into account prices of refined products from refineries located near and traded in Singapore, and the shipping costs to the equivalent Napa Napa refinery gate delivery point.  It is the average Singapore price converted to the average posted price plus freight charges and other costs e.g. marine insurance, ocean loss, landing charges, inland loss, additives, and demurrage.  At InterOil's request, from November 2007, Singapore-posted prices were replaced by the Mean of Platts Singapore prices, another exchange rate source used, and different spread margins applied to develop import parity prices.


� In 2009, the wholesale margin was K 0.267 per litre (K 0.24 per litre in 2005).  The corresponding retail margins were K 0.174 and K 0.155 per litre.


� InterOil News Release, "Government of PNG Signs InterOil's LNG Project Agreement", 23 December 2009.  Viewed at: http://www.interoil.com/newsrelease/2009-12-23_IOC_PA_Signing_final_.pdf.


� Cocoa-Cola Amatil (2008).


� During 2003 to 2005, PPL was virtually insolvent.  A major debt facility for K 331 million with local financial institutions helped refinance debt and fund some major power generation and transmission projects.


� However, the ICCC has issued Electricity Undertakers licences to PNG Sustainable Energy Ltd and PNG Forest Products Ltd.  While the latter has a generation, distribution, and retail licence, it may operate only in Western Province in the area designated in each licence.


� Two mobile licences were tendered.  The other licensee, an Indonesian firm, has since been liquidated.  Telikom challenged the legality of these new licences in the courts.  Digicel's licence requires it to roll out its network over five years to all major and mid-sized towns and to a significant number of smaller and more remote population centres.  Digicel is well ahead of this commitment.  BeMobile is under the same obligation.


� Consortium domestic partners are Nambawan Super Ltd (5%) and Nasfund Super Ltd (5%), and international partners are the Hong Kong investment fund, General Enterprise Management Services (20%), and U.S. Trilogy International Partners LLC (20%).  They intend to float 10% of the company domestically within three years.


� Budde Comm (2008).


� Pacific Economic Survey (2008), Chapter 4 Telecommunications, p. 43.


� PNG Department of Communication and Information (2009).


� PNG National Gazette, "Notification of Government Policy on Telecommunications", No. G167, 25 October 2007.  Viewed at:  http://d1567396.u165.pngconnect.com/docs/National%20Gazette%20No.%20 G165%20251007.pdf#search="telecommunications".  The revised policy also called for the staged introduction of competition in all sectors, and the transformation of the incumbent operator, Telikom, through restructuring and a transitional period to open competition.  


� PANGTEL tried to revoke the spectrum licences issued to Digicel, but this was successfully challenged in the courts.  Because Digicel was unable to connect to the Telikom network, the ICCC "temporarily" allowed Digicel, under its mobile licence, to own and operate a second pair of international gateways from July 2007.  Telikom and the Minister of Communications and Information unsuccessfully challenged the legality of this in the courts, and Digicel was permitted to continue operating its own gateway even though the original "temporary" reason no longer applied.  


� PANGTEL's Board is appointed effectively by the Minister and, unlike the ICCC, is not independent.


� ICCC (2008), p. 17.


� ICCC (2006b).


� Digicel incurred major delays in obtaining access to Telikom's network, and both parties appealed to the ICCC's arbitrated Access Agreement.


� BPNG, 2009.


� The National Fisheries Authority (NFA) signed a Memorandum of Agreement in January 2007 to establish a commercial Fisheries Credit Facility to assist coastal fisherman, inland fish farmers, and fish exporters.


� "Excess" assets are the extent to which assets of shareholders' fund exceed liabilities.  "Eligible" assets are the assets of the shareholders' fund excluding those invested in related companies.


� ICCC (2006a).


� PNG has signed but not ratified the Pacific Islands Air Services Agreement (PIASA), which came into force in October 2007 between six Forum countries. 


� The ICCC held that the acquisition would not substantially lessen competition in the market for the into-plane supply of aviation fuel in PNG, conditional on AOAR giving the Commission the same undertaking that Shell provided when acquiring Mobil's interest in these facilities.  This condition is that, in the event that in future, other persons wish to supply fuel through these facilities, AOAR will offer to divest the requisite share of these facilities to them on the terms applying under clause 19 of the Joint Venture Agreement governing these facilities (ICCC, 2010a).





