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Infroduction

= Papua New Guinea is regarded as
latecomer in industrialization development
process in comparison with countries in
Europe, Africa, North America, and Asiq.

» However, Helen Hughes (1984), posited
that PNG can benefit for the lessons from
the industrialized countries and take
advantage.

» |[ndustrial Policy is an instrument to industrial
advancement.

® |t S among government intervention
policies responsible to correct market
fallure and stimulate economic
development and growth.




This discussion paper is based on the key
findings of Master of Strategic
Management Thesis on the Topic:

“Industrial Policy’s Contribution to rising
standard of Living specifically for

Employees of Malahang Industrial Centre”,

Malahang Industrial Centre is situation
outside Lae City, about 15 minutes drive
from the Central Business Centre.




Literature Review

« |Industrial Centre/Park development has
been an alternative driver of economic
growth in Europe, Africa and North
America in the 21st Century.

« But much more, in New Emerging
Economics, in Southeast Asia countries in
the last 27 years.

These countries includes Indonesia,
Republic of Korea, Malaysia, Taiwan,
'hailand and Singapore had seen
economic advancement that moved
from natural resources export to import
substitution to high technology exports in
all sector of industries.




Industrial Policy: Development Trend
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Background: PNG Industrial Policy.

« In 1984, Government explored
industrial policy option and directed
wider Stakeholder consultation.

epartment of Commerce, Trade
and Industry presented White Paper
called "Beyond Mineral Boom”™

The paper proposed Iinstitutional
approach to develop farget industry
fo attract investment to stimulate
industrialization. Perhaps leadin
towards the pathway 1o impor
substitution. To that extent It Is
arguable.




In 1990, the Government was forced by (i
World Recession and (i) Forced Closure of
Panguna Mine 1o adopt Industrial Policy.

During the same year, a legislation was
passed by Parliament fo establish Industrial
Centre Development Corporation (ICDC).

ICDC was given full responsibility to develop
nd manage Industrial Cenfres in the
Country.

About the same year, Regional Industrial
Centres for Momase was established in Lae,
Malahang Industrial Centre. And Ulaveo
Industrial Centre in Kokopo, for New Guinea
Islands Region.



Research Questions

Underlying Research Question:

* Did Industrial Centre Program
contribute to rising living standards of
the employeese

Supplementary Questions:

 How is the rising of living standards
measured?

« What are specific aspects of living
standards improved?

 To what extent did the living standards
Improvede



Industrial Centre Objective

» The study was narrowed to determine
Third Industrial Centre Objective that is
“rising livings standards”

Research Problem:

Since the establishment of Industrial
Cenftre, in 1990 there is little information on
the progress and assessment made on the
outcome of the objectives.



Industrial Centre
Development

» Between 1990-1995, the Nationadl
Government invested in excess of K19.9
million to establish Malahang and
Ulaveo Industrial Centres.

» Malahang Industrial Centre completed
fully service land, Shed building and new
business incubator facilifies.

» However, Ulaveo Industrial Centre did
not complete the infrastructure
development phase to-date.



Business Development Trend
Malahang Industrial Centre

mm_
Manufacture

Assembly 8 8 9 10
Wholesale 17 11 17 12

Retail 1 1 3 4

Other Services 6 7 6 24

Total 35 37 40 54
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MIC Parficipants

Manufacture

Engineeringand Assembly 24
Wholesales/Distribution 36
Retail Outlets 3
Other Services 27

Total 101

10.9%
23.8%
25.6%
3.0%
26.7%
100%



Graphical Representation

MIC Participants 2005
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Category | Capital

MIC: Investment/Employment

Benefits

Tot Nat
Invest’‘mt | Employed

K’million K’ million | K’million

Manuf 40.0 215 3.081.0 578.0
Assembly 4.8 46 354.0 182.0
W/Sale 6.0 249 1,596.0 120.0
Retail 0.42 42 432.5 2.4
Others 8.3 193 889.3 68.5
Total 59.5 745 6,352.8 950.9

Corp Tax

3,050.0
10.0
420.0
4.0
57.6

3,541.6

Partciptn
Company

19



MIC: Employees Eamings

K100>199 4.1%

K200>299 8 33.3%
K300>399 4 16.7%
K400>499 3 12.5%
K500>599 4 16.7%
K600>699 4 15.7%

Survey conducted on random selection among 24
employees representing small, medium and large
firms participating in MIC in 2012.




Socio-economic Impact
Housing (Dwelling) Survey

Owned Tally Town Village
House

Permanent 1 0
Semi-Perm 1 0 0
Bush House 1 0 0 1
Shanty 12 12 0 0
Total Tally 1 1
m

Permanent 3 3

Semi-Perm 0 0 0 0
Bush House 0 0 0 0
Shanty 1 1 0 0
Total Tally 7 4 3 0




Measurement/Trend of
Housing

Category Bush Semi- Perm
Material Housing
Shelter 1 13 1 9
Percentage 4.16% 54.16% 4.16% 37.5%
Description Unprocessed Scape timber Partly Processed
raw material and iron processed timbers and
sheet iron, timber iron roofs of
quality

standards
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Comparative Assessment:
Disposable Income/Affordability

Income No of | Water Bore Table/ | Power
Range Emply | T/Sup Water | Chairs | Genset
(Kina)

100>199 1 0 1 1 0 0 0
200>299 8 1 7 6 1 0 1
300>399 4 4 0 0 0 2 2
400>499 3 2 1 2 0 1 0
500>599 4 3 1 4 0 0 0
700>799 1 0 1 0 1 0 0
800>899 I 0 1 0 0 1 0
900>1000 2 2 0 2 0 0 0
Total 24 12 12 15 2 4 3
Percent 100% 50% 50% 62.2% 8.33% 16.33% 12.5%




Employees Disposal Income Budget

Expenditure Budget No of % %
Item Allocation Participant Distribution | Distribution
(Kina “00”) of Budget of Participant
Food 3,690.0 24 100% 100%
Accom/Rental 450.0 8 4.45% 33%
Healthcare 560.0 15 5.45% 63%
Education 1,464.0 14 14.45% 58%
Savings 890.0 14 8.73% 58%
Loan Repaymt 713.0 9 7.05% 38%
Entertainmt 692.0 14 6.83% 58%
Holiday/Leisure 565.0 6 5.57% 25%
Relative 662.0 15 6.54% 63%
support
Clothing 448.0 12 4.43% 50%

Total 10,134.0 24




Conclusion

» MIC: General Comments

» |ndustrial Policy initiative of the Government in the
development of Industrial Centre has brought mix-bag
results in overall Industrial development outcome. For
instance:

» MIC have mixed participants involved in manufacturing,
assembling, wholesales, retails and others.

enerally there is little presence of incubation of home-
grown (SME) industrial based in MIC.

MIC: Specific Outcome

Attracted investment K59.5 million
Employed over 745 people

Total Salary Paid Ké.4 million/pa

Personal Tax Conftribution K953.9/pa
Corporate Tax Contribution K3.5 million/pa
Return On Investment (ROI) 22.56%



Response to Research
Questions:

= Did Industrial Cenire Program contribute to rising living
standards of the employees?

l.Income
Total of 24 employees studied earned K10,134 fortnightly.
Lowest paid salary is K150fn. Per day K10.71.

World Bank benchmark for person in poverty US$1.25/day
(K4.16/day)
2. Consumption

Participants demonstrated ability to acquire wide range
of the household consumption including savings,
education, health and surplus to support relatives.



Response to Research
Questions:

= Did Industrial Centre Program contribute to rising living
standards of the employees?

3. Building/Housing
3.1 Owned
= 4.16% lived in Bush Material house in the village.

= 50% lived in Shanty houses in the settlement.

= 4.16% improved housing to semi-permanent in the settlement.

=  8.33% improved housing to permanent housing in the
settlement and 4.16% lived in the town




Combined Owned and
Rented Housing Trend.
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Household Consumption/Services

Entertainment .
6.83% Clothing 4.43%

Savings Education Health
8.73% 14.45% 5.54%

Relative Loan
Support Repayment

557 6.54% 7.05%

Holidays




Generalization on Research
Topic

The Industrial Policy experience in the Indusirial
Centres in PNG has achieved objective of rising
standards.

Furthermore for the purpose of this seminar, the study
provides additional information of interest that other
objectives includin attracting. investment and
creating employment are also achieved.

» Recommendations

The Industrial Centres program need be reviewed to

encourage specific Target Industry development 1o fill in

the gap of export driven economy objective of MTDS of

the government by value adding to natural resources

downstream processing fto coniribute to economic
rowth, development and advancement in Papua New
vinea.




End of Presentation
Thank you
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