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Public Perception on Small to Medium Sized Enterprises 
in Papua New Guinea (PNG): 
Are These Enterprises Really Partnering Well in PNG’s Development?
by
Peter Mirino
Brief Facts About Papua New Guinea
Papua New Guinea (PNG) was administered by Australia under un trust territory and gained its independence from Australia in 1975. it has been a sovereign nation 28 years ago as of 16 September this year (2003). PNG is a small island nation situated north of Australia and lies close to the equator. it has a population of 5.5 million of which one-third (1/3) is employed in the formal and informal sectors of the economy whilst the two-thirds (2/3’s) are unemployed and therefore lives on subsistence means.
PNG exports mainly cocoa, coffee, tea, copra, minerals (copper, gold & others), oil, timber and marine resources. the country imports mainly food stuff, building materials and heavy construction, mining & exploration equipment. its currency is called kina for notes and toea for coins.
PNG’s membership to the non-aligned movement has been steady since it joined membership some years ago. PNG has therefore contributed actively in the mission statement of this movement and among other issues is basically to ensure the prevalence of peace and harmony amongst the member states and their people.
My paper on the above stated theme may not include voluminuous coverage. however, the movements’ member states may wish to assist (whenever considered appropriate) in the country’s endeavor to implement the movement’s mission statement. 
Member states within the region that have successfully undergone industrialization have been called upon to assist in the PNG’s developmental efforts. Taiwan, Singapore, Malaysia, Indonesia, Japan, Hong Kong and other 
Member states have accorded peace and harmony amongst all nationalist living in those states. Peace and security therefore is the key to development. their rapid industrialization has come about just because of this. PNG wishes to copy the examples of those nations.
Before elaborating on the theme/subject, one should firstly define what “small to medium sized enterprises” mean. for PNG for convenience, we define small to medium sized enterprises as follows.
· small enterprises – this category of enterprises are normally one (1) man woman – businesses. Sometimes these businesses have titles such as enterpreneurship or proprietorship. Examples of these enterprises include welding, weaving, trade stores and mini auto-repair shops.
· partnerships – partnership enterprises have share-holders or normally called directors which number from two (2) to less than six (6). Examples of these enterprises include construction & maintenance, shopping complexes, farming and trucking. Such businesses are examples of medium sized enterprises which are largely family owned or extended family shareholding. partnerships number up to many thousands in PNG.
· companies – PNG or nationally owned companies are very few. Companies are public and exist through subscribed shares; normally by financial institutions. Examples include road construction, building constructions, canneries, farms and banking. National, provincial and/or local-level governments have certain shares in selected public companies. however, their interests are now gradually being sold off under the national government’s corporatization & privatization exercises.
· multi-million foreign companies – many multi-million companies exist and operate in papua new guinea. such companies have their parent companies in overseas but they come here to conduct exploration, mining, timber sawing, oil extraction, manufacturing and canneries.  Given their financial strength, these rich foreign companies tend to absorb png’s owned smaller companies/enterprises.
PNG is a small open economy and is a price taker of world market prices on goods and services.  As such, the small to medium sized enterprises explained above normally struggle to survive given the prevailing world market prices on basic goods and services. Non-aligned movement member states who are also members of world trade organisation (WTO) and similar bodies should have a say in huge price mark-ups on certain goods and services.
PNG government attempts to continue to provide a stable social, economical and political climate conducive for the enterprises to work in.  existing legislative framework ensures the smooth operation of these enterprises.  PNG cannot develop without having to partner with the three tiered governments:  national, provincial and local-level governments by these enterprises.  Enterprises can secure contracts for any tasks with departments and corporate sectors to realise development.
Although so much work is being accomplished every year round by both the national government and enterprises, the country’s progress has been very slow prior and even after independence.  in very recent years, the growth rate has been very negative; sometimes at – 3.00%.  2003’s economic growth rate has been projected to read a positive 3%.  This is yet to be seen.  Singapore at one stage grew by a massive 20%.  PNG has a long way for this.
People (both citizens and foreigners) perceive PNG economy as non-active.  They sometimes say the national government and enterprises are non-productive.  Economic welfare and per capita incomes are going down.
National government’s policy emphasis on “export driven enterprises” and “import substitution enterprises”, although are driven by the said enterprises, the whole policy concepts do not seem workable.
Bureauractic red tape, massive construction costs and non-market availability off shores (to sell finished products) make the enterprises difficult to yield any profits.  Import levies on imported machinery (for mini industries in PNG) far outweight the profit generating mentality.
Small to medium sized enterprises (given their varying sizes) operate differently from each other.  If they are partnerships, the shareholders/directors conduct meetings and decide on the investment and expenditures of the entity’s income.  Profits of many smes normally do not exceed k100,000 in any given accounting year.  However, big financial institutions such as the local banks yeild profits in millions of kina.
Donor organisations including embassies and high commissions continue to play an active role in injecting timely finances/funds along with aid, grants and technical assistance to community-oriented enterprises.  Private enterprises do not normally benefit from such foreign assistance.  In order to benefit from available foreign assistance, the beneficiary parties have to be community-based groups whose benefits go to improving community welfare.
National government (through the foreign affairs department) has bilateral, multilateral and other diplomatic ties with foreign countries that ensures which enterprises and business houses should benefit.  Australia gives annually about k600 million in aus$300 budget support aid.  most enterprises (being explained so far) indirectly benefit from such monies.
There are evident problems and weakness in the daily administering of the small to medium sized enterprises.  Lack of managerial skills including the absence of intellectual capacity/knowledge enable potential prospering enterprises to finally collapse.  Papua New Guineans who have had formal education with levels up to university studies are able to demonstrate strengths.  They are able to even acquire and incorporate into their businesses modern technological changes currently taking place world-wide.
Investment promotion authority (ipa); a body of the national government that oversees and monitors company registrations, makes investment opportunities (for both national and foreign companies) very flexible.  Appropriate legislations governing the investment formalities are even very flexible.  such a situation makes foreign investment very easy.  Due to the lack of policing capabilities, most “png reserved list of activities/enterprises” are also taken up by foreign companies.
National government charges companies at the company tax rate of 35% per annum.  Most national and foreign companies view the 35% company tax as too excessive diminishing profits to the shareholders. 
Such a legislation tends to act as a disincentive to potential foreign investment.  national government has recently appointed a tax review team whose terms of reference (among other issues) is to exhaust avenues of lowering the huge company tax base without having to adversely affect national governmnt’s revenue generating base.
The government hopes to shortly have every legislation possible to stimulate local investment in png.  Foreign investment in the country is a big campaign locally and internationally.  since other conditions are stable now, non-aligned movement member states (that currently do not already have investments in PNG) may wish to exhaust promising investment opportunities.
Government provides for an avenue where capable national/PNG owned enterprises are prepared to accept joint venture proposals with interested foreign enterprises to invest in various investment outlets.  Taiwan, Singapore, Hong Kong and other industrialised member states may wish to provide any timely assistance to both the national, provincial and local-level governments and the private sector.  PNG embassies and high commissions in those states are there to render assistance in this regard.
This paper has attempted to show that Papua New Guinea as a developing nation, can grow if our existing small to medium sized enterprises are equiped with appropriate managerial training and skills.  Many exist for a short while and then collapse due to the absence of necessary capital and training.  
Foreign multi-million companies with huge capital bases continue to play a disincentive role in the continued existence of PNG owned small to medium sized enterprises.
Other countries view the existence of the enterprises as great partners with national, provincial and local-level governments in the country’s development and progress.  Benefits from the operation of the enterprises normally go to the households (who are the main consumers of the goods and services produced by the said enterprises).  
Negative economic growth in PNG’s recent years has resulted in lower per capita incomes ultimately leading to lower living standards.  when these results occur, people, however, feel that PNG so far has not got the capabilities to move the country forward.
PNG’s campaigns in conferences, forums and seminars such as this, can attract foreign investment in the country.  Joint venture opportunities are considered suitable for the country’s development.  Country’s stable social, economical and political conditions (as is the prevailing case) can (in the medium to long-term) see foreign investments coming to PNG.  There is a space for industrialised non-aligned movement states to assist PNG develop small and medium enterprises.
Suggestions/Recommendations  
To conclude, I wish to leave the following suggestions to the member states of the non-aligned movement:
1. that the privileged non-aligned movement member states easily transfer aid, grants and technical assistance to under-privileged member states to promote the growth of small to medium sized enterprises whose benefits (after all) will greatly raise the living standards of the people as is the thinking of the non-aligned movement;
2. that the governing legislations on foreign investments be made flexible and stimulating to attract huge capital investments from foreign countries;
3. that the industralised member states be reminded to make scholarships available (if these are non-existing at this stage) for non-industralised members to greatly benefit training and acquire skills; 
4. that the under-developed member countries’ governments be allowed to assist small to medium sized enterprises with necessary capital, training and the sorting in of foreign technical assistance as these enterprises determine the economic growth of a nation government alone cannot achieve its mission; and
5. that the thinking of the non-aligned movement (nam) member states to establish a centre (in a nam developed state if there is none) to act as a vehicle for mobilising resources and in turn diverting these resources to the developing nam states be vigorously pursued until such is being realised.
