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Addressing the perceived foreign dominance in businesses reserved for Papua
New Guineans

Small and Medium Enterprises (SMEs) play a crucial role as catalysts for economic growth and income generation in many
countries, significantly contributing to the development of a nation's economy. In every economy, SMEs, both formal and
informal, provide hundreds of thousands of employment opportunities for citizens. To achieve these economic milestones in
Papua New Guinea (PNG), the Investment Promotion Authority (IPA) Act reserves certain business activities exclusively for
PNG citizens. The SME Policy 2016 also outlines sectors that reserve business activities for Papua New Guineans to own.

However, for some reason, foreign nationals are operating trade stores, fast-food outlets, and beverage shops in settlements,
villages, and local market areas throughout the country. Why do non-PNG citizens dominate SMEs in PNG?

The PNG National Research Institute (PNGNRI) Spotlight, Vol. 18, Issue 4, titled: “Perceived Dominance by Foreigners in
Businesses Reserved for Papua New Guineans: Why and How to Address It?” authored by Dr. Philip Kavan, provides
insights into the perception that foreign businesses dominating the local small enterprise scene are hindering the expansion of
Papua New Guinean SMEs.

Foreigners possess comparative advantages in skills, technology, finance, and networks that enable them to thrive in their SME
businesses. Additionally, some foreigners have access to networks and support in their home countries that are unavailable to
local PNG SMEs. However, perhaps the primary reason why foreigners operate their SMEs throughout the country is that
PNG citizens either rent their properties to foreigners or partner with them to conduct businesses, such as mini supermarkets
and auto parts shops, among others.

These business arrangements with foreigners place the government in a dilemma. The government continues to allow foreigners
to register and operate businesses on the reserve list, while the presence of foreigners in these types of businesses is a significant
concern among local SME owners. They believe that foreigners are unfairly competing with local SME owners, which negatively
impacts their businesses.

PNG SME owners should enhance their business skills by leveraging technology, participating in financial literacy courses, and
establishing connections with local and international business partners. By doing this, they will reduce unfair competition from
foreign-owned businesses. However, PNG citizens also need to limit renting their properties to foreigners to curtail foreign
infiltration into the local community.

The Media Release can be accessed on the PNGNRI website https://www.pngnri.org.
Also, follow discussions and updates on the reports on our social media pages:

Facebook: https://www.facebook.com/pngnri
Twitter: https://twitter.com/pngnri
LinkedIn: https://www.linkedin.com/company/national-research-institute-of-papua-new-guinea-nri-/

For enquiries, please contact Samuel Kehatsin on Tel: 326 0061 or Email: Samuel.Kehatsin@pngnri.org.
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