THE IMPACTS OF CIVIL UNREST AND RIOTS IN GEREHU,
PORT MORESBY ON THE ECONOMIC CONDITIONS OF THE
MICRO, SMALL, AND MEDIUM ENTERPRISES(MSMES)

School of Business and Public Policy
Mr. Jason Eki Kundi
Mr. McDonald Jack
Dr. Joyce Jazmin-Rayel




PRESENTATION OUTLINE

1. Introduction

1.1 Research Questions

1.2 Research Objectives/Aims
2. Literature Review

3. Conceptual Framework

4. Methods

5. Findings and Discussion

6. Conclusion




1. Introduction

Background of the study

Civil unrest and riots is a common type of security incidents that disturbs business houses and put
personnel and individual lives at risk.

Many civil unrests, protests and riots happened in many parts of the world including advanced and
emerging market economies.

The positive outlook for PNG is challenged by severe economic and security issues faced in the
first quarter of this year.

Riots in Port Moresby in January, triggered by security forces protesting over pay, led to 22 deaths
and business losses estimated at PGK1.27 billion (1% of GDP).

Tribal conflicts in the Highlands have intensified with access to high-powered weapons, resulting
in @ deadly ambush in Enga province with 49 casualties in February.

Additionally, a fuel crisis emerged when Puma Energy announced a halt in fuel supplies,
prompting Mobil to increase distribution and the PNG Government to seek long-term solutions
(Export Finance Australia, 2024).



Cont...

e According to Mako (2024), hundreds of jobs were lost during the Black
Wednesday riot, and many small businesses, including farmers
supplying city supermarkets, were severely affected. Recovery will
require time and investment. The riots also damaged the country's
reputation and heightened insecurity for thousands involved.

 "Black Wednesday" led to 22 deaths and over K1.27 billion (USS0.33
billion) in business losses. Ongoing governance issues and unresolved

development challenges continue to fuel fears of another similar crisis
(Faiparik, 2024).

 Nehi (2024), stated that on January 10th, 2024, Papua New Guinea
endured "Black Wednesday," the worst public riot in its history.



1.1 Research Aim

This paper examines the impacts of civil unrest and riots on the economic conditions
of Micro, Small, and Medium Enterprises (MSMEs) in Gerehu area of Port Moresby
during Black Wednesday of January 10, 2024.

The study focused on investigating the impacts of the civil unrest and riots,
challenges faced, strategies employed to mitifate these challenges, and the long-
term implications on business sustainability and growth.

1.2 Research Questions

1. What are the impacts of the civil unrests and riots on MSME operators in
Gerehu, Port Moresby during Black Wednesday?

2. What are the challenges faced by the employees of MSMEs from these civil
unrests and riots?

3. What are the long-term implications of the civil unrests and riots presents on the
business sustainability and growth of the MSMEs?



2. Literature Review
Riots

* According to britannica.com, riot, in criminal law, a violent offense against
public order involving three or more people. Like an unlawful assembly, a riot
involves a gathering of persons for an illegal purpose (britannica.com, 2024).

* Newburn (2021) defines riot as a gathering of people that creates a public
disturbance while posing threats to people and property.

Civil unrest

to Lawlnsider, civil unrest means the gathering of more than one person, in
reaction to an event, with the intention of causing a public disturbance
inclusive of violent protests or disorder (excluding peaceful demonstrations),
riots, arson, looting, occupation of institutional buildings, border infringements
and armed insurrection in violation of the law (Lawlnsider, 2024).



Cont...

* Riots and civil unrest can create an environment conducive to
criminal activities, including theft, vandalism, and arson.
MSMEs often lack adequate security measures to counter

such threats, making them easy targets (Bhattacharya &
Glickman, 2019).

* These tumultuous events not only divide communities along
social, ethnic, or religious lines but also affect the
relationships and trust between different stakeholders,
including MSMEs and their customers (Mehta & Singh, 2020).



2.1 Civil unrest and riots on MSMEs

* Research suggests that MSMEs are particularly vulnerable during periods
of civil unrest and riots, with direct financial losses being a primary
Impact. These losses can stem from looting, property damage, inventory

destruction, and temporary or permanent closure of businesses (Ali,
2018).

e Destruction of infrastructure, logistical challenges, and road closures can
lead to delays in receiving raw materials, experiencing shortages, and
inability to deliver products (Mehta & Singh, 2020).

e A study conducted by Mahmud et al. (2019) found that MSMEs in
Bangladesh experienced significant financial losses during periods of civil
unrest, with many businesses forced to shut down temporarily or
permanently due to damage or security concerns.



Cont...

* In 1997, there were over ten days of demonstrations, riots and some
incidents of looting in many parts of PNG. The demonstrators supported
Singirok's actions and called for the downfall of Chan over the Sandline
Crisis Issue (Dinnen, May and Regan, 1997).

* There was a week long riots happened in May of 2009, all across PNG in
major towns as an anti-Chinese riots. Because of increasing Chinese
migrants from mainland China who operate small businesses displacing
indigenous business, it had triggered riots.

e Several dozen merchants’ shops and kai-bars (fast food outlets) were
torched and looted, and at least three ethnic Chinese were killed (Chin,
2010).



2.2 PNG MSMEs Classification

* Micro, Small and medium are defined by World Bank as business with
fewer than 250 employees.

e The classification of MSMEs varies by country. For example, in India
MSMEs are classified based on investment in plant and machinery for
manufacturing and turnover for service enterprises.

* However, in PNG MSMEs are businesses that are registered with the
Investment Promotion Authority (IPA), Internal Revenue Commission
(IRC) or those that have current borrowing with Bank South Pacific
(BSP), the country’s dominant commercial bank.



PNG MSMEs Classification
by ADB Asia SME Monitor

Asian Development Bank (ADB) Asia SME Monitor 2023
Papua New Guinea

Table 1: MSME Definition

A. Present Definition
MZME = micro, small, and medium-sized enterprise.

Mote: MSME defintion from SME Policy 2016.

B. New Definition

ltem Micro Small Medium

Annual Turnover Less than KE60,000 Mare than KG0,000 and less than More than K250 000 and less than K5
k250,000 million
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K1 million K0 million

MZME = micro, small, and medium-sized enterprise.
Mote: MSME definition is from the upcoming SME Policy—approved for publication but its official launch is pending approval of the Department of National Planning and Menitoring (as
of March 2023).

Source: ADB Asia SME Monitor 2023 database. Data from Small and Medium Enterprise Corporation. : :
Source: ADB Asia SME Monitor 2023



3. Conceptual framework

* The theoretical framework is based on the model developed by J.
Cornwall and Smelser on the Theory of Economy Breakdown and Theory
of Collective Behaviour .

* Breakdown theory is the classic sociological explanation of contentious
forms of collective action such as riots, rebellion, and civil violence. The
crux of the theory is that these sorts of events occur when the
mechanisms of social control lose their restraining power (Useem,
1998).

e Semelser says that break down theory posits that social instability
examined on how civil unrests lead to disruption in economic activities,
affecting MSMEs through damages and operational interruptions .



Conceptual framework

/

Challenges
Civil Unrest
& Riots
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Impllcatlons




4. Methodology

* This paper adopted a qualitative phenomenological research approach,
where observations and interviews were conducted with the MSME
operators and senior employees who have been affected by the event.

e Some community members were also included in the interviews to get
some insights on the events in their parts of the area.

* The study was conducted using purposive sampling technique to select and
concentrate on very key and important people to get valid data about the
events.

* Data analysis technique was decided to have used thematic analysis.



5. Findings and Discussion
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5.1 Impacts of the Black Wednesday to
MSME Operators in Gerehu

* Financial Losses: Many MSMEs have suffered severe financial

losses due to lootings, property damages, and disruptions to
business operations.

* Supply Chain Disruptions: The unrest disrupted the supply
chains for these businesses, leading to shortages of goods and
raw materials, further affecting their operations.

e Loss of Jobs: The damages and economic strains forced most
MSMEs to lay off their employees, leading to job losses for these
employees .

* Increased Insecurity: The riots heightened feelings of insecurity
among business owners and employees, impacting their
willingness to invest or continue operatine in the Gerehu area.



Impacts...

* Damage to Reputation: The unrest tarnished the reputation of
Gerehu as a stable business environment, potentially deterring
future investments.

* Recovery Challenges: MSMEs in Gerehu faced prolonged recovery
periods, requiring significant time and financial investments to

rebuild and restore their operations.

* Impact on Livelihoods: For many business owners, especially those
running small family businesses in Gerehu, the civil unrest and riots
have severely impacted their livelihoods and long-term economic
stability.

* Potential for Closure: Many MSMEs will likely going to shutting
down their businesses permanently due to the severe impacts from
the civil unrest and riots and struggling to recover from the
extensive damages and financial losses incurred.



5.2 Employees of Micro, Small, and Medium
Enterprises (MSMEs) face several challenges
during and after civil unrests and riots, including:

* Job Insecurity: Many MSMEs were forced to downsize and
closed temporarily due to damages and financial losses,
leading to job insecurity for their employees at the moment.

* Loss of Income: With businesses disrupted and destroyed,
employees experienced an abrupt losses of income, making
it difficult to meet their basic living expenses such as rents,
foods, and healthcare needs.



Employees’ Challenges...

* Transportation Disruptions: Riots had l|lead to roadblocks, damages to
infrastructure, and curfews, making it difficult for employees to commute to
work, further disrupting their ability to earn a living during the civil unrest and
riots.

Health Risks: Exposure to violence, smoke from the burning buildings as well as
the current remains of the burnt buildings, other poisonous items have been
used and left at the sites during the unrest and riots posed direct health risks to
employees and long-term health issues for owners as well.

Psychological Impact: The chaos and violence associated with civil unrest and
riots caused significant stresses, anxieties, and trauma for the employees,
affecting their mental health and also hardly forget the unforeseen events
happened. Such event have never been experienced before for most of them
and witness such a big riots and burning down of buildings have caused major
livelihood challenges who have worked and lived in Gerehu area.



5.3 Strategies of MSMEs in coping up with the
civil unrest and riots incident

e Safety Concerns: Employees were feeling unsafe because of absence of security forces
in those affected areas of civil unrest and riots. Because of the experiences, some
employees are undecided to resume work immediately if the shops reopen soon.
These security concerns are affected their willingness to resume normal duties sooner.

e Safety and Security: Most MSMEs were unprepared for such events, as PNG had not
experienced similar civil unrest and riots before. ConsequentI%/, they did not
implement any advanced safety measures or emergency plans. The focus on securing
their premises was limited, and many were left to navigate the situation without
established protocols because they were caught off-guard.

* Financial Resilience: Many MSMEs struggled with financial resilience due to the lack
of preparedness. Only one large business organization managed to employ a few
people during the crisis till today. Most businesses are currently waiting for
government support grants to be made available to rebuild and restart their
operations. They have not yet resumed normal business operations due to the
ongoing uncertainty and financial constraints.



Strategies Cont...

e Customer and Community Relations: Due to the unexpected nature of
the unrest and riots, MSMEs could not immediately communicate
effectively with customers or engage in community support activities.
Most are holding off on reopening until conditions stabilize and
government aids or grants are becoming full available. Assurances were
given to some employees by few MSMEs about returning to their
workstations once the situation improves and businesses back to
normal, but there has been little immediate action taken.

e Operational Adjustments: The lack of prior experiences with such
disruptions left most MSMEs without established operational
adjustments. They are now waiting for government assistance and have
not yet made significant changes to their operational plans. The focus is
on recovering from the immediate impacts and preparing for future
resilience.



5.4 The long-term implications of the civil unrest
and riots on MSMEs and their communities

* Employee Job Losses: Many MSMEs have forced to lay off their
employees due to the financial constrains caused by the civil unrest and
riots. This job losses impacted both the livelihoods of workers and the
local economy of Gerehu area.

* Reputational Damage: The reputation of the Gerehu area has been
severely affected, making it less attractive to potential investors. This
damages could hinder future business developments and economic
growths in the region.

* Financial Recovery Challenges: Most businesses are struggling to
recover from significant financial losses incurred during the civil unrest
and riots. This ongoing financial difficulties affect their ability to resume
normal operations and invest in business growth into full strengths.



Cont...

* Customer Retention Concerns: There is a fear among MSMEs that they may
lose customers as a result of the civil unrest and riots. Rebuilding customer
trust and loyalty is a major concern for businesses trying to regain their
footing and it will be a costly exercise for them.

* Local Economic Decline: The civil unrest and riots have led to declining in local
economic activities along and within the surrounding areas, affecting the
availability of daily goods and local foods at the nearby locations. Residents
are struggling to find essential items at supermarkets and markets, further
Impacting their daily lives.

e Community Impact: The broader community is facing economic hardship due
to the disruption of local businesses. This downturn in economic activity
affects the overall well-being of the residents and the vitality of the local
economy. People who have survived on small roadside markets near the
affected supermarkets and event Gerehu area as a whole are mostly being
affected in their daily income in sales.



6. Conclusion

* Many MSMEs in Gerehu were caught off guard by the civil unrest and riots,
lacking effective safety measures and coping strategies.

* Job losses have been significant, impacting employees and contributing to
broader economic difficulties in the area.

* Businesses are struggling to recover from financial losses, and reputational
damage to Gerehu has deterred potential investors.

* The civil unrest and riots have led to reduced local economic activities,
affecting access to essential goods and services for residents.

* Most MSMEs have not(}/et implemented effective strategies due to ongoing
Ena_nual constraints and are waiting for government support to rebuild their
usinesses.

* The civil unrest and riots have highlighted the need for improved
preparedness and support mechanisms to help MSMEs and their employees
recover and build resilience for future crisis.






