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The sustainability of 

economic growth

This paper was commissioned by the Institute of National Affairs, Papua 
New Guinea, for the PNG at 40 Symposium, ‘Learning from the Past and 
Engaging with the Future’, held in Alotau, Papua New Guinea, March 2016. 
It is reproduced by kind permission of the Institute of National Affairs.

Back in 1972 the Club of Rome published a report titled The Limits 
to Growth (Meadows et al. 1972). Its basic argument was that natural 
resources were finite and that the exponential increase in exploitation of 
non-renewable resources—the result of rapidly growing global population 
and rising standards of consumption—was unsustainable. At the time, 
this argument was vigorously contested by critics, who pointed to flaws in 
the Club of Rome’s estimates of resource stocks, and looked to continued 
growth in gross domestic product (GDP). More recently, in the face of 
growing pressures on resources from increased global population and 
rising levels of consumption, environmental degradation, climate change 
and a realisation that high rates of growth in GDP do not necessarily 
guarantee higher levels of overall wellbeing, there has been some shift in 
focus from GDP growth to levels of inclusive or comprehensive wealth and 
intergenerational wellbeing, in other words, sustainability of  economic 
growth.

For countries like Papua New Guinea that have been heavily dependent 
on the export of non-renewable natural resources (mining, petroleum and, 
to an extent, forestry) and that have experienced high rates of population 
growth, questions of sustainable development are particularly salient, in 



STATE AND SOCIETY IN PAPUA NEW GUINEA, 2001–2021

188

the short term and for the long term. If the current returns from extractive 
industries are not used wisely, and if population growth outstrips GDP 
growth, living standards will decline.

The situation in Papua New Guinea
On attaining independence Papua New Guinea could boast a generally 
healthy economy, with a diversified export-agriculture sector, a large mine 
already in operation and further mining and petroleum prospects. It also 
had a framework of soundly based policymaking and financial institutions, 
and a commitment to increased local participation in business and to 
inter-provincial and inter-regional equity.

As against this, Papua New Guinea inherited an economy largely 
dependent on commodity prices over which it had no control, a workforce 
that was, relative to other countries in the region, low-skilled, a mostly 
inexperienced public service, high population growth, and an emerging 
law and order problem. Both agriculture, and mining and petroleum have 
suffered from market volatility and (especially mining) from landowner 
disputes. Moreover, mines, which in any case have a limited life span, can 
have negative environmental impacts, as has been amply demonstrated in 
Papua New Guinea.

Despite some pessimistic forecasts at independence, Papua New Guinea 
weathered its first decade fairly well. But from 1987 real GDP declined, 
precipitating a financial crisis in 1994–1995. Facing heavy demands 
for public expenditures, a weak tax base and declining real levels of 
development assistance, governments (and some communities) have been 
attracted by the immediate prospect of income from mineral and forestry 
projects, arguably without adequately weighing the returns (discounted 
by tax concessions and expenditures on associated infrastructure) against 
the longer-term costs (especially environmental impacts and the social 
effects of growing inequalities). Expectations, both of communities and 
governments, were often unrealistic, and disgruntled landowners have 
demonstrated a propensity, and a capability, to disrupt the operations of 
major resource extractive projects.

Since the mid-1990s economic performance has been erratic, with high 
GDP growth in recent years associated with mining and petroleum 
developments, especially liquefied natural gas (LNG). The agricultural 
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sector’s contribution to growth has been patchy, with palm oil, briefly 
vanilla, betel nut (at least until the recent bans in Port Moresby) and 
vegetables for the domestic market being perhaps the most notable. 
(The  successes of vanilla, betel nut and vegetables, it might be noted, 
have been achieved largely without support from government agricultural 
extension services.) But there seems to be a general consensus (supported 
by social indicators) that exploitation of the nation’s resources has not 
yielded significant benefits to the mass of the population. Personal and 
regional income disparities appear to have widened, debt to GDP ratios 
appear to be rising, and it is doubtful (LNG notwithstanding) whether 
Papua New Guinea can be said to have achieved sustainable development.

Why has the record not been better?

Poor policymaking?

In Papua New Guinea, as in Australia and elsewhere, it is easy to point 
to poor policy decisions and failures to take account of predictable 
developments. In many policy areas, however, sound policies have been 
developed but there has been a serious gap between policymaking and 
policy implementation. In an extensive study of policymaking and 
implementation in Papua New Guinea (May 2009a), authors identified 
as major causes of failure to implement policies, high rates of turnover of 
ministers and senior line officials, and the politicisation of public service 
positions. Planning processes have also been deeply flawed. A review 
of the 2005–2010 Medium Term Development Strategy (MTDS), for 
example, reported that:

during discussions with stakeholders, much was said about lack of 
consultation and coordination between the central agencies and 
other departments and implementing agencies, and between the 
national government and sub-national governments. There seemed 
to be a general view that the CACC, PSRMU and DNPM had 
failed to provide leadership in policy coordination and planning. 
As the lead institution in overseeing the implementation of the 
MTDS, DNPM has been plagued by institutional instability 
and high turnover of responsible ministers and senior personnel. 
(Saneto and May 2010)
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Often, stated policy objectives have been simply ignored. (The MTDS 
2005–2010, for example, listed ‘rehabilitation and maintenance of 
transport infrastructure’ as its first expenditure priority, and a Transport 
Infrastructure Priority Study identified 16 ‘roads of national importance’ 
for priority funding; the 2010 budget, however, noted that a significant 
proportion of funds had been spent in non-priority areas—including the 
allocation of K20 million for a ‘missing link’ road between Angoram and 
Bogia!) The inability or reluctance to implement sound policies has been 
reflected in the failure to achieve sustainable development goals, even in 
periods of high GDP growth. There has also been a tendency to go for 
big new projects at the expense of maintenance and ongoing running 
costs of existing assets and activities. (Failure to maintain state assets—
roads, schools, housing, vehicles and other equipment—I would argue, 
is a particular cause of infrastructure degradation in Papua New Guinea.)

Corruption?

Despite constitutional provisions (such as the Ombudsman Commission 
and the Leadership Code) and copious legislative and regulatory provisions 
(as, for example, in the Public Finances (Management) Act and the Fiscal 
Responsibility Act) there is little doubt that corruption has become endemic 
in the public and private sectors and that funds are often diverted away 
from their designated purpose by corrupt politicians and officials or 
dishonest contractors. From 2011 Investigative Taskforce Sweep seemed 
to be having some success in reversing this trend, until attempts were 
made to disband the taskforce, retrench its staff and ultimately cut off its 
funding. But while it is relatively easy to identify such corrupt behaviour 
by politicians and officials it is not always acknowledged that the same 
citizens who accuse politicians and officials of corruption often place 
heavy demands on members of parliament (MPs) and wantok to gain 
benefits from public spending and financial support from MPs, and do 
not see this as potentially corrupt behaviour. It is also necessary to bear in 
mind that corruption is not confined to the public sector.

At least in part, both these problems have their roots in the political system: 
in the (predictable) absence of a developed party system, with electoral 
outcomes heavily dependent on parochial factors and turnover of MPs 
high, most politicians act, quite rationally, to maximise returns to their 
electoral supporters (if not to themselves), and political leaders reward the 
members of coalitions that support them. The public service has become 
increasingly politicised, from national to district level—especially since 
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the changes to the Organic Law on Provincial Governments and Local-
Level Governments in 1995—and the discretionary funds available to 
national MPs have fostered an increase in political patronage.

Capacity and service delivery

Apparent declines in service delivery, however, are not simply due to 
corruption. Arguably, the capacity of government, at national, provincial, 
district and local levels, to deliver services has deteriorated across large parts 
of the country. Papua New Guinea’s rugged terrain and susceptibility to 
natural disasters contribute to this, but this does not explain why missions 
and private businesses (such as mining companies) can provide services 
where government cannot. Despite the skills and dedication of many 
government employees, low levels of education and training seem to be 
a significant factor in poor service delivery, along with poor infrastructure 
maintenance and lack of support services (including accommodation) 
for government employees in remote locations. (Issues of capacity are 
discussed in Howes et al. 2014.)

Education, training and entrepreneurship

More generally, notwithstanding attempts to increase the number of 
children in schools, and recognising that a small number of Papua 
New  Guineans have succeeded in high-level employment outside 
Papua  New Guinea, there seems to have been some deterioration in 
standards of education and training across the country, notably evident 
in the present state of the University of Papua New Guinea. Sustainable 
development requires good levels of education, skills training and 
adaptability. Low levels of education and skills limit productivity and 
employment options available for young people, and make it difficult to 
compete economically with other countries.

In the late pre-independence and early post-independence years there was 
much discussion of the need to promote Papua New Guinean businesses 
but the country’s small manufacturing sector remains largely under 
foreign management, and development of small and medium enterprises 
has been modest. Sustainable development would seem to require greater 
Papua New Guinean participation in these fields. Whether or not access 
to finance has constrained Papua New Guinean businesses I am not able 
to judge; there have been many institutional attempts to address this issue.
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Law and order

Problems of law and order (apart from those relating to corrupt behaviour) 
also affect the sustainability of development. Criminal activity has an 
impact on business, service delivery, foreign investment and development 
generally: people will not take their produce to markets if they fear they 
will be robbed or harassed; banks and other businesses will withdraw from 
provincial towns and district centres if they are threatened by criminal 
activity; teachers, doctors and nurses will not operate effectively if they 
cannot work in a safe environment; foreign investment will not flow if 
risks are deemed to be too high. And intergroup fighting has frequently 
destroyed or damaged state assets. In recent years there seems to have 
been something of a vicious circle involving law and order problems and 
the capacity and morale of the Royal Papua New Guinea Constabulary. 
If personal and regional disparities in income and wealth increase and 
urban unemployment remains high, law and order problems are likely to 
get worse.

Urbanisation

Internal migration, particularly the movement of young men to towns, 
and urbanisation have been longstanding concerns in Papua New Guinea. 
People migrate to towns partly in the (often misplaced) expectation 
of gaining employment in the cash economy and/or better access to 
government services. Policies designed to counter these trends over 
a number of years have had little impact. Urbanisation is by now almost 
certainly irreversible. If sustainable improvements in national wellbeing 
are to be achieved, what is now needed are policies that balance service 
delivery in rural areas, where the bulk of the population still lives, and 
provision of basic services and housing to peri-urban migrant settlements. 
The private sector may have an important role to play in the commercial 
provision of housing and urban services, but anecdotal evidence (plus 
some first-hand observation) suggests that more effective regulatory 
frameworks and scrutiny of contracts may be needed.

Population

Papua New Guinea has one of the world’s highest rates of natural increase 
in population. Although this has been welcomed by the Catholic Bishops 
Conference, a very high rate of population growth puts pressures on 
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resources (including arable land) and public services (such as health 
and education). If population increase outstrips GDP growth, GDP 
per capita must fall. Recognising this, a national population policy has 
been formulated and endorsed (at least twice); but policy appears to have 
lapsed.  The National Population Policy (NPP) 2000–2010 addressed 
the issues associated with population growth and targeted a reduction in 
population growth to 2.1 per cent per annum by 2010 and 2.0 per cent 
per annum by 2020. The MTDS 2005–2010 endorsed the NPP targets 
and listed as one of its key objectives strengthening implementation of 
the NPP. However, a review of the NPP in 2007 noted that the National 
Population Council, which came under the Department of National 
Planning and Monitoring (DNPM) and whose functions included 
policy monitoring, had not met since 2004 and had never been allocated 
a secretariat. The review noted widespread agreement that the NPP goals 
should be retained, but made no reference to growth targets. The same 
year an MTDS stocktake recorded that ‘the Government has taken a 
“pro-natalist” approach in addressing population’ and (contrary to the 
MTDS) ‘has given low priority to addressing population issues’. Population 
policy was also a notable omission from the Papua New Guinea Vision 
2050, though the 2009 Progress Report on the Millennium Development 
Goals saw large average household and family size as ‘an impediment for 
future development’. Unfortunately, this lack of commitment to, and 
even ambivalence about, stated policy goals has been demonstrated in 
many areas of policy.

In a broader context …
Issues about sustainability and short time-horizons are not unique to Papua 
New Guinea. Arguably, short time-horizons, linked to electoral cycles, 
are endemic to democratic systems (though non-democratic systems are 
seldom long-sighted either). Consider, for example, the current Australian 
debate over coal mining versus prime agricultural land and the potential 
impact of coal processing facilities on the Great Barrier Reef, or the 
effects of China’s ‘economic miracle’ on the Chinese environment. But 
in at least some developed democracies there is a lively and sometimes 
informed debate over policy directions, and a degree of accountability 
and continuity in politics that encourages longer-term perspectives and 
discourages corruption. If Papua New Guinea is to achieve sustainable 
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development—which will be a challenge for an economy that has been so 
dependent on mining and forestry—it must achieve a better management 
of its natural resources and human resources than it has to date.

So, what is to be done?
There is no easy answer to this question. Returns from mining and 
petroleum will decline over time, which implies a need to promote 
growth in other sectors—agriculture, sustainable forestry and fisheries, 
perhaps tourism, and maybe small-scale manufacturing and service 
delivery. The  private sector has an important role to play in this, but 
private investment will not be forthcoming if risks and uncertainty are 
perceived as being too high.

I suggested above that a major problem in government policy has been 
non-implementation of basically sound policies. In reviewing the MTDS 
2005–2010 my colleague Ilivi Saneto and I pointed to a lack of ongoing 
consultation between the DNPM and line agencies, and failure on the 
part of the Central Agencies Coordinating Committee and Public Sector 
Reform Management Unit to provide the necessary leadership in policy 
coordination and planning (Saneto and May 2010). Policy objectives 
are frequently ignored by ministers and public servants. There is clearly 
a need for more effective monitoring and accountability for policy 
implementation in virtually all areas of policy.

There is also a need for better financial management and accountability 
across the public sector. We have an auditor-general and a parliamentary 
Public Accounts Committee, but when they do report their 
recommendations are frequently ignored. Tendering processes are often 
questionable, and it is not uncommon for contractors to receive payment 
for work not done (as well as for suppliers and contractors to provide 
goods and services and not be paid).

For sustainable development, financial responsibility more generally and 
forward thinking are required. The passage (finally) of legislation to create 
a Sovereign Wealth Fund is a small step in this direction, but there are 
several outstanding issues where decisions have been made and resources 
committed without reference to proper financial procedures. Such actions 
may set dangerous precedents.
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For effective planning and service delivery there is a need for better 
cooperation and coordination between national, provincial, district 
and local levels of government. There have been many reforms in 
decentralisation over the years, but the problems remain.

Private sector investment is essential for sustainable development, but it 
is important to ensure that the foreign investment brings long-term gains 
to Papua New Guinea, not just in terms of output and revenue but also in 
terms of building local capacity.
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