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Abstract
One of the major tax policy measures in the 2017 Papua New Guinea (PNG) National Government Budget
was the proposal to increase the taxable component of employer-provided housing benefit. The flurry, however,
of newspaper reports that followed the announcement suggests that public belief in the fairness of this proposal
was mixed, at best. The objective of this study is to measure and assess the dimensions that influence public’s
perceptions about the fairness of increasing the taxable component of employer-provided accommodation. To
do this, data were obtained from a survey of public and private sector employees in four major urban centres:
Madang, Lae, Goroka, and Port Moresby.
The results from Fisher’s exact tests of (statistical) associations, with significant values estimated using Monte
Carlo methods, show that Housing Benefits Tax (HBT) should only apply to upmarket and very high cost
housing. In general, some support for the HBT generally are evident. Mixed findings are reported regarding
HBT as a way to contribute to public revenue used to pay for essential accommodation. Testing the impact
of demographic factors support increasing the HBT based on whether the benefit is perceived as a societal or
personal gain. The results reveal that middle-aged participants, and to some degree, those with higher levels of
education perceive HBT as societal good. The perception of reasonableness or (un)fairness of HBT depends on
whether or not an employee lives in employer-provided accommodation.
These results are useful in interpreting the policy significance of the public perception about HBT and the
country’s tax system generally. The HBT has implications for the perceived unfairness of the overall tax system
in light of the larger issue of unaffordability of housing in PNG. If the lack of housing, and then the income of
citizens prevents them from obtaining affordable housing, then an increase in the HBT could have a detrimental
effect on taxpayer confidence.
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Introduction and Background
One of the major tax policy measures in the 2017 Papua New Guinea (PNG) Government Budget was the
proposal to increase the taxable component of employer-provided housing benefit. The Government argued that
this measure was considered on horizontal equity grounds, as the housing allowance received in cash is taxed in
full (subject to a variation notice discussed later), while the value of employer-provided accommodation is taxed
at concessional rates. However, the Government was also convinced that the prescribed values of employerprovided accommodation had been, on the one hand, very low and stagnant. While, on the other hand, the
actual values of employer-provided accommodation, especially in major cities around PNG, had been steadily
increasing thereby enhancing the total compensation of employees (PNG Taxation Review Committee, 2015).
The Government was therefore convinced that large amounts of revenue can be raised from the revised housing
benefit tax rule. Whereas the Tax Review Committee recommended that the introduction of the tax upon only
“high cost houses or flats” of employer-provided accommodation (PNG Tax Review Committee, 2015), the
revised legislation introduced two new tiers, including both an “upmarket cost” and “very high cost” category.
The Government decreed that the tax be imposed where the taxable values of employer-provided upmarket
accommodation market rental is between K5,000 (Kina)1 per week but less than K7,000 per week, and for very
high cost accommodation where the market rental is K7,000 per week or more (PNG Department of Treasury,
2016).
To operationalise the new tax rule, the 2017 Government Budget documents suggest that modest accommodation
previously assessed as “low cost” or “medium cost” will now be assessed as “high cost”. Some areas that were
previously assessed as “low cost” are now assessed as “high cost” areas (PNG Department of Treasury, 2016).
Such re-classification was necessary in order to keep up with the appreciation of housing costs over the years.
However, the flurry of newspaper reports (Yapumi 2016) suggest that public belief in the fairness of this proposal
to increase the taxable component of employer-provided housing benefit, is mixed at best.
The objective of this study is to specifically identify and analyse the public’s perceptions of the fairness of
increasing the housing benefits tax. In particular, the study:
•

Explores how the public perceive the increase in the taxable component of employer-provided housing
benefit;

•

identifies the dimensions that influence the public’s perception of tax fairness in metropolitan PNG using a
combined sample from Port Moresby Lae, Madang and Goroko; and

•

measures and interprets the policy significance of the public’s perceptions and attitude towards the fairness
of the increase in the HBT.

This paper is structured as follows: In section two, a brief review of the tax fairness literature and specifically
those studies that relate to the HBT and individual demographics will be canvassed. A description of the
research methodology will follow, including; the survey instrument, data collection procedures, sample and the
proposed statistical tests in section three. Section four proceeds to present the research results, and the analysis
of the research findings. Section five concludes by providing a summary of the main findings, the tax policy
implications, and the study’s limitations and suggestions for future research.
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One Papua New Guinean Kina equals $0.40 Australian Dollar. So K5,000 equals approximately $2,000 Australian dollars.
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Literature review

Tax fairness and the Housing BenefitsTax
In assessing the public’s perceptions of the HBT in PNG from a fairness perspective, it is important to review
the literature on tax fairness and PNG housing. When there is a budget change that recommends an increase in
taxes, in this case the HBT, there is usually some predicted and expected resistance from the public. How the
government then communicates and justifies this tax increase is critical to gaining the public’s acceptance and
support. Hite (1997) and Robben et al. (1990) found that positive vertical equity messages regarding the benefits
which could be potentially derived from an increase in taxes had a positive influence on tax fairness perceptions.
The PNG Government needs to emphasise how the increase in the HBT will result in much needed government
revenue, which will result in better housing affordability and government services for its citizens.
Smart (1999) also found that tax fairness perceptions are enhanced when ordinary taxpayers are informed about
the high levels of taxes paid by the wealthy. In this regard, there is a real feeling of the tax burden being shared
equally by all. Gravelle and Gravelle (2006) who examined the tax implications of horizontal equity and the
treatment of families found that lower income families with two or more children received more favourable
treatment, mainly because of a larger earned income credit, while high-income families without children were
favoured only slightly. Therefore, increasing the HBT, particularly for those in very high cost or up-market
housing, would result in potentially greater perceived tax fairness for those in the medium and low cost housing.
Likewise where families on lower incomes were given some incentives or favourable treatment compared to those
on higher incomes when it comes to the payment of the HBT, this could also improve fairness perceptions. As a
result, the likelihood of taxpayers complaining about the increase in the HBT would also be reduced.
Taylor (2001) found that the main reason people complain about paying taxes is in regard to tax fairness. In
particular, greater unfairness (both distributive and procedural) for both themselves and similar taxpayers and
violations of their expectations as to what is fair. Therefore, both those who are directly and indirectly impacted
by the increase in the HBT need to be convinced about the overall benefits to the whole community to dispel
any negativity. Failure to adequately communicate the benefits of the HBT to the larger community can result
in perceived inequities amongst taxpayers (Mosser et al., 1995). The perceived unfairness of the HBT could also
result in taxpayers justifying or rationalising their avoidance of such (Warneryd and Walerud, 1982).

Housing policy, status, and the taxation of housing benefits in PNG
Housing policy in PNG
The provision of affordable housing for low and medium income households has been a long-standing issue
for the government since independence (Ezebilo, 2017). The PNG Department for Community Development
(2007) highlights two major policies that were initiated at independence: First was the 1975 White Paper
on Self-Help Housing which attempted to provide for housing needs of urban dwellers who could not afford
houses in the formal sector market. The government undertook to assist with land, funding, building plans and
materials; the scheme collapsed in the mid 1980s. Second, was a concurrent attempt at mass construction of
low-, medium- and high-cost houses in formal areas by the then National Housing Commission (now National
Housing Corporation); this project also stopped in the late 1970s.
The collapse of these early formal home ownership and settlement upgrading schemes prompted several other
housing development efforts in. PNG. From the Morgan Committee Report 1978 to the Independent Consumer
and Competition Commission Report 2010, the focus has been on how to make housing affordable to Papua
New Guineans (Webster et al., 2016). These past housing policy reports mainly focused on housing development
initiatives and constraints such as non-availability of trunk infrastructure, high cost of building materials, and
accessibility to customary land. To supplement the stock of public sector housing, the policy developments
were intended to create a conducive environment to mobilise private sector participation to improve supply of
affordable homes.
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The goal of the current National Housing Policy (NHP) is to ensure that all Papua New Guineans have access
to decent housing accommodation at an affordable cost. In order to achieve this goal, the government has
pursued several policy objectives including improvement of infrastructure services, mobilisation of private sector
participation, improvement in the quality of housing, mobilisation of financial resources, and the establishment
of an institutional framework to facilitate housing development schemes (PNG Ministry of Housing, 1994;
2002).
Despite these initiatives, the chronic shortage in supply of houses together with high prices make it difficult for
low and medium households to access quality and affordable housing in the cities and towns. As a result, several
organisations (employers) from both public and private sectors have introduced housing ownership schemes
and housing rental schemes for their employees. However, most of the initiatives in the public sector have not
been sustainable except institutional housing. In 2014, the government resolved to provide at least 10 houses in
each district for public servants; the government also initiated an annual K200 million credit facility (through
commercial banks) to Papua New Guineans to buy houses across the country. The ultimate objective is to ensure
that Papua New Guineans have access to decent housing accommodation at affordable costs.
The status of housing in PNG
There is a general and widely accepted perception in PNG that employers have the obligation to provide housing
for their employees and that urban home ownership had not increased significantly up to 1993 (Kaitilla and
Sarpong-Oti, 1993, p. 59).
Stretton (1979) indicates that the rental housing market in PNG is heavily subsidised by the government which
undermines home ownership. It is also evident that most Papua New Guineans are unwilling to break away from
their rural obligations in fear of being accused of desserting their duties by their wantoks (relatives and friends).
Nevertheless, public housing in PNG has been both unavailable and unattainable for a large portion (60% in
1993) of the urban population for some time (Kaitilla and Sarpong-Oti, 1993).
Kaitilla and Sarpong-Oti (1993) also indicated that employer–provided housing was closely associated with
people’s wages. Most high income earners settled for employer-provided housing while lower income earners
owned urban homes (p. 67). Kaitilla and Sarpong-Oti (1993) found that nearly 50 percent of respondents
indicated that employer-provided housing increased job stability. It also removed the worries of urban
accommodation, while a lack of finances and the desire to retire in their home village, were also strong incentives
to not take up urban housing (p. 68). The only disadvantages associated with employer-provided housing was
the control of the employer and restrictions on job mobility, although nearly 31 percent of respondents could
not provide a reason for not having it (p. 69).
The housing issue per se in PNG revolves around a shortage and affordability. Hence, employer-provided housing
is deemed essential. However, urban home ownership is a subsystem of broader socio-cultural and political
structures and is a function of a number of factors in which housing operates. Kaitilla and Sarpong-Oti (1993)
suggested that the government should change the eligibility criteria for employer-provided housing by limiting
it to executives or more senior officers, whose employment packages may include housing as an employment
fringe benefit2 (pp. 72–73). Providing housing to a group who are more able to afford may assist in attracting
more highly educated and professional workers to PNG.
A second study by (Kaitilla and Sarpong-Oti, 1994 p 14-15) suggests that some rationale for investing in
employer-provided housing: to improve economic growth through the generation of other benefits, such as
increases in infrastructure, and to attract quality labour which would raise efficiency and productivity at work
places. Thus, it was believed that better quality employer-provided houses had the potential to improve the social,
health, and economic environment. Furthermore, the provision of housing was also essential for employers to
remain competitive by retaining senior and experienced national staff (Kaitilla and Sarpong-Oti, 1994, p. 19).
Even then, employer-provided housing still constituted a financial burden to normal business operations. It
The Commissioner General accepts packages that are no more than 40 percent of the employee’s overall salary. Refered to as the
60/40 Rule – See Taxation Circular TC 2013/1 Distinguishing employees and independent contractors and their tax implications –—
paragraphs 61–63.
2
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discouraged effective employer participation in the PNG housing market (Kaitilla and Sarpong-Oti, 1994, p.
21).
Further to this, a Bank of PNG report examined the demand for urban housing finance and the structure and
extent of the government’s housing subsidies (Levine & Levine, 1982). The housing problem could be traced
back to colonial policy where heavily subsidised rents and high standard conventional accommodation were
considered necessary to attract expatriate staff while cheaper versions of the same were built for Papua New
Guineans (Levine & Levine, 1982, p. 324).
The demand for housing was far in excess of supply. A lot of private organisations also felt obliged to offer
subsidised housing as well in order to compete for staff. However, the resulting stock of urban accommodation
was “completely inappropriate in terms of the income of Papua New Guineans and the country’s aspirations for a
more equitable society” (Stretton, 1979, p. 6). Consequently, the allocation of government subsidies aggravated
this inequality, with the better paid, upper level public servants paying a more heavily subsidised rent to live in
expensive, relatively luxurious, high conventional houses (Levine & Levine, 1982, p. 325). Given this scenario,
there emerges a valid argument for the HBT to be increased particularly, as the majority in this higher income
group exploit the rewards of the housing benefit.
Taxation of housing fringe benefits in PNG
Employer-provided housing in PNG is associated with the central government, provincial governments, and
statutory authorities and institutions, such as universities and hospitals, rather than with typical private sector
employers. This is not to suggest that private sector employers in PNG do not recognise that their common
difficulty in recruiting and retaining qualified employees is connected to housing issues. Instead, most private
sector employers prefer paying third party rental house providers or cash house allowances to their employees,
rather than have their own houses to accommodate their workers3.
It may be that most private sector employers prefer these arrangements because the tax treatment of the employee
benefit is not complicated. A housing allowance4 is considered fully assessable until such time as a housing
allowance variation notice5 is supplied to the employer. Where a variation is obtained the employee is taxed on
the prescribed value of the accommodation and to the extent that the allowance exceeds the actual cost of the
accommodation. Consequently, where a variation is approved, a tax return is lodged claiming the amount of the
allowance less housing expenditure/deductions incurred6.

A detailed discussion of these issues — a possible subject of future work — requires a survey of business executives and human
resource professionals to gauge their perceived link between recruitment and retention difficulties and employees’ housing problems.
4
Housing allowance in s. 4 of the Income Tax Act means…”any allowance paid or provided to an employee, whether directly or
indirectly, for the purposes of subsidizing residential accommodation to be occupied by the employee” — see also the IRC – Taxation
Circular 2016/, paragraph 42.
5
Housing allowance variation notice — once a housing allowance becomes assessable in the hands of the employee, at that stage
the employee would lodge a housing allowance variation to claim any reduction in the taxable nature of the allowance. See IRC –
Taxation Circular 2016/1, paragraph 45.
3
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IRC – Taxation Circular 2016/1, paragraphs 51–56.
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Table 1: Prescribed values for taxing cmployer-provided accommodation (K)

Accommodation type
Very high cost*
Upmarket*
High cost
Medium cost
Low cost
Private mess/barracks
Government mess/barracks
Approved low cost housing scheme
* New cost categories.

From 1 January 2017
Area 1
Area 2
2,500
1,500
1,500
1,000
700
500
400
300
160
150
60
50
7
7
Nil
Nil

Prior to1 January 2017
Area 1
Area 2
700
500
400
300
160
150
60
50
7
7
Nil
Nil

On the other hand, the prescribed value of employer-provided accommodation,7 is taxed at concessional rates
(see Table 1)8; but the PNG income tax law applies to any employee to whom an employer provides a housing
benefit.
Prior to 1 January 2017,9 the prescribed taxable value of employer-provided low cost housing (in Goroka, Lae,
Madang, Mt Hagen or Port Moresby)10 could fetch K400,000 or less if sold in the open market, or for which
market rental was K1,000 or less per week.
On the higher end of the spectrum at that time, an employer-provided high cost housing located in any of the
four major cities mentioned above could fetch K800,000 or more if sold in the open market, or for which market
rental is between K3,000 but less than K5,000 per week.
In between, the taxable value of a medium cost employer-provided housing could fetch more than K400,000,
but less than K800,000 if sold on the open market, or for which market rental was more than K1,000, but less
than K3,000 per week. A comparative look at these figures suggests that in nearly all cases more than 80 percent
of the value of the employer-provided housing benefit was not subject to tax.
On 1 January 2017, the Government introduced two new tiers for upmarket and very high cost houses, to
particularly target the affluent and high income earners, in order to increase the taxable component of employerprovided housing benefit. As such the taxable value of very high cost employer-provided housing could fetch
K3,000,000 or more if sold on the open market, or for which market rental is K7,000 per week or more was
established. Similarly, the taxable value of upmarket accommodation was any unit of accommodation which
would fetch between K1,500,000 and K3,000,000 if sold on the open market and in any other case where the
market rental was between K5,000 per week but less than K7,000 per week (PNG Department of Treasury,
2016).
However, the introduction of the very expensive property valuation tiers were not the only changes to the
taxation of housing fringe benefits. In order to keep up with the appreciation of housing costs over the years,
modest accommodation previously assessed as “low cost” or “medium cost” are now assessed as “high cost”;
Some areas, which were previously assessed as “low cost” are now assessed as “high cost” areas (PNG Department
“Accommodation” refers to a house, flat, unit, hotel, motel, guesthouse, etc. that an employee is provided with the right to occupy
or use as the usual place of residence; but ownership of these types of accommodation does not pass from employer to employee.
8
See Regulation 9A fortnightly prescribed rates IRC – Taxation Circular 2016/1 paragraph 46.
9
The prescribed taxable benefits in relation to employer-provided housing were last updated in 2011.
10
From 1 January 2017 the list of major cities classified as Area 1 has been expanded to include Kokopo, Alotau and Kimbe. Major
urban centres included in Area 2 are Arawa, Buka, Bulolo, Daru, Kainantu, Kavieng, Kerema, Kiunga, Kundiawa, Lihir, Lorengau,
Mendi, Popondeta, Pogera, Rabaul, Tabubil, Vanimo, Wabag, Wau and Wewak. Any other place in PNG not in Areas 1 and 2 are
classified in Area 3 where the prescribed values of employer-provided accommodation is nil. We will, however, limit the discussion
in this paper to the major cities in Area 1 for illustration purposes.
7
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of Treasury, 2016).
Based on the foregoing discussion the study’s first hypothesis is formulated as:
H1. There is a positive/association between increasing the Housing Benefits Tax (HBT) and the fairness perceptions of
PNG nationals in this regard.

Demographic factors associated with employees’ perception of housing benefit
tax
In investigating the public’s perceptions with regards to the increase in the HBT, the public demographic will also
be influential. That is, key demographic features do impact upon tax fairness perceptions, including employee
perceptions of the HBT. For instance, Tan (1998) found a number of statistically significant relationships
between age, working status or occupation, income level, and tax fairness perceptions. Where older taxpayers
were found to be more accepting of tax changes/increases than younger taxpayers (under 40 years) may have
implications for the HBT. For example, more senior and experienced employees are attracted to and supportive
of the HBT. They are more likely to afford “very high cost” and “upmarket housing.”
The age demographic is linked to the income demographic where older workers are likely to be earning larger
income and salaries than their junior counterparts (Feinstein 1991). The affordability of the employer-provided
housing is becoming a real issue among PNG nationals, particularly as wages growth has been slow. If an
employee is not appropriately remunerated there are negative perceptions of the tax increase. The opportunity to
evade the tax also becomes a reality (Christensen and Gupta, 1993).
The income demographic may or may not be linked with occupation or employment status, (Beron, et. al,
1992). Consequently, whether workers are public or private sector employees may or may not impact their
perceptions of the fairness of the HBT. Even though employer-provided housing is associated with the public
sector, the private sector is also open to housing issues. Mason and Calvin (1984) and Robben et. al. (1990) also
found that different occupational groups (self-employed and salaried) workers are no different with regards to
their fairness perceptions of tax.
Scholz et. al. (1992) found that categorising common perceptions about taxes that are systematically related to
specific occupations may provide the basis for linking socio-economic conditions with taxpaying behaviour. For
example, those in the higher paid occupations and a greater economic position may not be as sensitive to the
increases in the HBT as would those with lower paid jobs. The number of employment categories is also found
to impact tax fairness, with results varying greatly, depending on the particular employment categories chosen.
Earlier studies found an association between gender and tax fairness perceptions (Oxley, 1993), albeit not strong.
The tendency for women to view taxes more favourably than men does not hold for all types of taxes. This is also
likely to be the case for the HBT. However, there does seem to be a stronger link between gender and education
impacting on tax fairness perceptions as found. (Hite, 1997). Women with college degrees or tertiary education
were more tolerant of taxes. Men were less tolerant as their education levels increased. The increase in the HBT
is viewed separately by men and women, depending on their level of education. The higher educated women
are more supportive. However, as Richardson and Sawyer (2001) noted, there are varying levels of education,
ranging from general educational knowledge to specific tax knowledge. Hence, the level of education has the
ability to impact upon the perception on tax fairness.
Finally, prior studies regarding nationality and its association with tax fairness perceptions have largely been
minimal and inconclusive (Beron et a.l, 1992). The reason for some of these findings have been due to the
distorting effect of the income variable with nationality. The HBT impacts both PNG nationals and non-PNG
nationals alike as a result of those on higher incomes more likely to be subjected to the HBT. As such it is difficult
to gauge the effect of a taxpayer’s nationality per se upon the HBT.
Based on the foregoing discussion the study’s second hypothesis is formulated as: H2. There is a positive/association
between increasing the Housing Benefits Tax (HBT) and particular demographics of PNG nationals.
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Research Methodology
This study attempts to investigate various tax fairness dimensions in PNG. It considers real taxpayer data to
identify and analyse the public’s perceptions of the fairness of increasing the HBT. The project also seeks to assess
whether there is evidence to support the decision to increase the taxable component of the housing benefit.

Survey instrument
The survey instrument was initially drafted around addressing the research hypotheses. It comprised two major
sections. Section A focused on the various tax fairness dimensions with regard to the HBT. This was represented
by survey questions: 1.1, 1.2, 2.1, 2.2, 3.1, 3.2, 4.2, 5.1, 5.2 and 6.1 (see Appendix).
The second part of Section A focused on specific issues surrounding the housing benefits tax and are the focus of
this paper. Hypotheses 1 was represented by survey questions: 4.1, 5.3, 5.4 and 6.2. Section B comprised specific
demographic factors of the participants including: age, income, gender, nationality, occupation and education.
Hypotheses 2 was represented by survey questions 1 to 12. The survey also allowed participants to make any
comments in relation to the housing benefits tax and the study generally.
The survey instrument was pilot tested among a small group of 20 individuals associated with the University
of Papua New Guinea in Port Moresby. After the survey was refined and edited it was endorsed along with
obtaining the prerequisite Monash University Ethics Approval.

Sample selection and data collection procedures
Sample selection was in two stages. First, we selected four cities where the prescribed taxable component of
employer-provided accommodation benefits are the highest in the country, but similar across all the four cities.
Port Moresby and Lae were preferred because they are the only two metropolitan cities in PNG where formal
sector employment is concentrated. Goroka and Madang were included from among the country’s second tier
towns since they also have relatively large formal sector employers. The survey targeted subjects that were in paid
employment in the formal sector for three reasons. First, these participants are more likely to have incurred taxes
on their employment income; second, they are more likely to have been receiving a cash housing allowance or
living in employer-provided accommodation; and third, they are able to read and complete the questionnaire
written entirely in English by themselves.
Since different employing organisations and businesses in various sectors of the economy may be in one office
building in a city or town, it was not possible to use random sampling techniques to target individual respondents.
The second stage of sample selection was therefore judgemental, in that we selected relatively large public,
private and church or non-government organisations that were likely to have a large number of employees
in different but clearly distinguishable grades. We then sent introductory letters to the chief executives of the
selected organisations seeking their consent to allow our survey team to approach their employees who would be
asked to voluntarily take part in the survey.
Although the introductory letter explained the purpose, timing, expected duration of completing the questionnaire
and target participants of the survey, most chief executives did not respond to our request. We therefore assigned
a survey team of five people in each of the four cities who canvased the selected employers and continued contact
with their employees to complete the survey. Because some of the selected employers declined our request even
after face-to-face canvasing, we assigned each member of the survey team a designated region of the city where
they went door-to-door targeting office buildings to canvas the participation of employees of organisations
that had not been contacted earlier. In the majority of cases the survey teams were successful and contacted the
designated official, mostly a person from the human resources division of the respective organisations.
Some of the personnel officers arranged meetings between the survey team and the group of employees who
agreed to participate in the survey. In such cases, the survey team handed the questionnaires and an accompanying
explanatory statement that included an “informed consent” section that explained the research process in terms
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of data collection and handling, how personal information will be used, and assuring the potential respondents
of the anonymity of their responses. Some questionnaires were completed at these meetings and handed back
to the survey team. In other cases, the personnel officers chose to have the consenting employees complete the
survey later.
Table 2: The survey response rate

City
Port Moresby
Lae
Madang
Goroka
Total

Distributed
800
400
400
400
2,000

Completed
606
371
352
323
1,652

Response
76%
93%
88%
81%
83%

Since we were not going to reach every employee in each organisation where access was permitted, we did not
set a minimum or maximum cap on the number of questionnaires to be distributed in each organisation. We
therefore continued to give out as many questionnaires as possible until we reached the end of the predetermined
field work period. We ended up hand-delivering 2,000 questionnaires; 800 in Port Moresby and 400 each in
Lae, Goroka and Madang either directly to consenting employees or through the personnel officers in each of the
consenting organisation. In the latter case, some of the personnel officers collected the completed questionnaires
and arranged delivery by courier or pick up by our survey team. To increase the response rate, we made phone
calls and personal visits, in addition to sending emails, to the personnel officers requesting them to remind the
potential respondents to return the completed questionnaires. We also made at least two further attempts to get
more completed questionnaires returned to us during the week after the end of the predetermined field work
period. As a result of these efforts, we achieved a final sample of n=1,652 (response rate 83%) distributed in the
four cities as shown in Table 2.
List-wise deletion due to item non-response, removes 361 respondents (or 21%), leaving 1,291 usable
questionnaires. Removing such a large proportion of respondents has the potential to significantly bias results
in the presence of systemic item non-response. A missing value analysis indicated that item-level missing data
was low (at most 3% for the Rent Segment and less than 1% for most other items). The exception was 7 percent
missing values for question 6.2 “The concessional tax treatment provided under the housing benefits tax is better
than receiving a cash allowance” which compared with 1.2 percent or less for other main (non-demographic)
measures. For these main measures, Little’s MCAR test returns an insignificant p-value of 0.558 (Chi-square =
327.59; DF = 332) suggesting that variation in item non-response is sufficiently diffuse to indicate values are
missing completely at random. As such, the following analysis employs list-wise deletion for each bi-variate
analyses, recognising that the potential for minor biases caused by sample variations are justified in the face of
potential major systematic bias that would otherwise be associated with dropping 21 percent of respondents.
Consequently, a minor adjustment of 2.4 percent was made for non-response bias in the whole sample which
accounts for 40 respondents. (i.e. 2,000 x 80.6% = 1,612 respondents).

Statistical techniques
Descriptive statistics from survey data and Fisher’s Exact Test of Association are applied to empirically examine
factors that help explain peoples’ perception of the employer-provided housing benefit tax in the 2017 Budget.
The Fisher’s Exact Test is a non-asymptotic statistical test used in the analysis of contingency tables which tests
for association between two categorical variables.
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Discussion and analysis of research results
This section presents an overview of survey results in relation to the study’s hypotheses including descriptive
statistics and statistical tests comparing peoples’ perception about the fairness of the employer-provided housing
benefit tax changes in the 2017 Budget.

Demographic profile
Descriptive statistics presented in Table 3 show that the sample is evenly distributed among males and females,
with the majority aged between 31-40 years (35%), married, and of PNG nationality. The participants are also
generally highly educated (46% Bachelor Degree or higher), with a large proportion of professionals from public
sector employers. About a third of the respondents earn between K700 and K1,300 gross per fortnight (580;
36%). It is also evident that over two thirds do not reside in employer–provided accommodation, but rather in
their own home or house (1153; 71%). This needs are taken into account because as a result, the majority of
participants are not directly impacted by the HBT.

Participant perceptions of fairness of the HBT
The analysis around participants’ perceptions of the fairness of the HBT initially focused on the perceived
fairness of receiving a cash versus a non-cash benefit and the taxation of such. Given that a large percentage
of respondents did not receive employer-provided accommodation but may have received a cash allowance
instead, provides some important background information. It is also noted that accompanying the survey was an
Explanatory Statement, which provided participants with some background information about the HBT, what
it is and how it works.
Cash versus non-cash benefits
The findings in Table 4 indicate that 76 percent of participants disagreed or strongly disagreed that all types
of benefits should be taxed the same way. Clearly participants distinguished between receiving a housing cash
allowance as opposed to the actual rental accommodation. Some participants may have felt disadvantaged if they
received the cash allowance as this would be taxed at their marginal tax rate without concessional tax treatment
of the housing provision. This inequity could result in taxpayer rationalisations to evade (Smith, 1992) provided
the tax system give the taxpayers the opportunity to evade (Lampert 1992). The later outcome is outside the
scope of this paper, but could have valid tax policy implications.
Initially we ran a statistical test of association using Fisher’s Exact Test between select tax system measures (Q1.2
Equality of tax treatment) against all of the PNG tax fairness measures, as indicated in Table 5. Tests of association
are statistical tests that attempt to determine whether two categories in a cross tabulation are associated with
each other. If the distribution of the responses is sufficiently different across groups, a lower significance value is
expected and common practice is to compare these values against a set of cut-off points. Here, as per convention,
we use 0.05 as the cut-off point for 95 percent confidence and 0.01 for 99 percent confidence. Presented in Table
5 below the comparisons reveal statistically significant associations. The results indicate that how benefits are
taxed does impact upon the fairness perceptions of the PNG tax system overall.
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Table 3: Participant demographics

Gender
Age

Nationality
Marital Status

Education

Female
Male
21-30
31-40
41-50
Over 50
PNG National
Other
De Facto
Divorced/Separated
Married
Single/Never married
Widowed
Year 11 or below
Year 12
Certificate
Advanced Diploma or Diploma
Bachelor Degree
Postgraduate Degree
PhD

Income per fortnight

Employer Category

Employer-provided accommodation
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Less than K400
K400-K700
K700-K1300
K1300-K2700
K2700-K9600
More than K9600
Church or NGO
Private Sector
Public Sector
No
Yes

Frequency
742
870
428
570
384
199
1,586
26
1
138
1,110
311
52
212

Percent
46%
54%
26%
35%
24%
12%
98.4%
1.6%
<1%
9%
68%
19%
3%
13%

87
222
373
512
203
2
Frequency
114
299
580
417
148
34
126
501
967
1,153
453

5%
14%
23%
32%
13%
<1%
Percent
7%
18%
36%
26%
9%
2%
8%
31%
60%
71%
28%

Table 4: Cash versus non-cash benefits

Q1.2: All types of benefits whether received as cash
or non-cash should be taxed the same way.

Strongly
agree

Agree

4%

13%

Neither
agree or
disagree
7%

Disagree

Strongly
disagree

37%

39%

Table 5: Fisher’s Exact Test of Association (Q1.2) against Tax Fairness Measures

Fisher’s Exact Test of Association

Q1.2: All types of benefits
whether received as cash or
non-cash should be taxed the
same way.
0.001***
0.001***
0.001***
0.001***

Q1.1: The personal income tax system in Papua New Guinea is fair.
Q3.1: Overall, the level of taxation of individuals in PNG is reasonable.
Q3.2: Overall, the burden of all taxes is unfairly distributed.
Q4.2: The income taxes I must pay are unreasonably high considering the
services provided by the PNG government.
Q6.1: The current tax system in PNG provides discounts/relief for those
0.001***
who don’t deserve it.
* Significant at 90% confidence. ** Significant at 95% confidence.
*** Significant at 99% confidence.
Participant perceptions of increasing the HBT
The results in Table 6 with regards to the housing benefits being a way of paying for essential accommodation
services, was mixed, with 24 percent being indifferent. More than half of the respondents (57%) believed that
increasing the HBT was unfair and increased their tax burden. This finding is consistent with the Pacific Islands
Report (2017), which indicated that there was a large difference in amount between the tax imposed and its
sudden imposition and that it would put a lot of pressure on workers and their families. Over half (55%) of the
participants indicated that there were inequities with increasing the HBT, both for those who were on similar
incomes paying the same amount of tax and those on higher incomes paying higher amounts of tax, as was found
by Collins et al. (1992), and Collins (1998). However, it is noticeable that this percentage of around 55 percent,
is well below a convincing figure and consequently, there was mixed support for increasing the HBT.
However, over 60 percent indicated that increasing the HBT impacted upon those earning higher incomes paying
more tax and should only apply to upmarket and high cost housing and should definitely not apply to low and
medium cost housing. This finding is consistent with that of Kaitilla and Sarpong-Oti (1994) which indicated
that only more wealthy taxpayers such as executives or more senior officers, whose employment packages may
include better housing as an employment benefit should be subject to the increased tax.
The results also show that greater than 40 percent agreed that receiving a housing benefit was better than
receiving a cash allowance. The benefit of receiving one particular subsidy or discount over another can aggravate
inequalities. If those who are better paid, such as upper level public servants receive a more heavily subsidised
rent to live in conventional housing while others pay marginal rates of tax on the housing allowance clearly this
can cause problems as indicated by Levine and Levine (1982).
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Table 6: Participant perceptions of increasing the HBT

Q4.1: The housing benefits tax is a way of paying
for essential accommodation services for the whole
community.
Q5.1: The increased housing benefits tax will require me
to pay more than my fair share compared to others on
the same income.
Q5.2: The increased housing benefits tax will require me
to pay more than my fair share compared to others with
higher incomes.
Q5.3: The increased housing benefits tax should only
apply to up-market (K 3,000 rent per week) and very
high cost housing (K 5,000 rent per week)
Q5.4: The increased housing benefits tax should not
apply to low (K400,000) and medium (K800,000) cost
housing.
Q6.2: The concessional tax treatment provided under
the housing benefits tax is better than receiving a cash
allowance.

Strongly Agree Neither Disagree Strongly
agree
agree or
disagree
disagree
5%
22% 24%
29%
21%

18%

39%

20%

14%

9%

18%

37%

19%

16%

9%

27%

35%

15%

13%

10%

25%

39%

16%

14%

6%

10%

33%

27%

20%

10%

Participants’ demographics and increasing the HBT
We compared the results of the different indicators across a range of demographic variables to gauge HBT
support. First, as a measure of perceived societal benefit, question 4.1 “The housing benefits tax is a way of
paying for essential services for the whole community.” In other words, the HBT can be used to assist the
government generate revenue which can be used for goods and services. Second, in terms of personal impact
question 5.2: “The increased housing benefits tax will require me to pay more than my fair share compared to
others with higher incomes,” and also question Q5.1: “…compared to others with the same incomes.” HBT
support will also be investigated by looking at the cost of housing in questions Q5.3 and Q5.4. Finally, the issue
of concessional tax treatment under the HBT versus the cash allowance in question 6.2. Tests of association are
carried out between the different response categories and demographic factors using Fisher’s Exact Test with
significance values estimated and displayed in Table 7.
As indicated previously, tests of association are statistical tests that attempt to determine whether two categories
in a cross tabulation are associated with each other. For example, does being male or female, have an association
with whether the HBT is a way for paying for essential community services or not? (question 4.1). If the
distribution of the responses are sufficiently different between the two groups a lower significance value is expected
and common practice is to compare these values against a set of cut-off points. Here, as per convention, we use
0.05 as the cut-off point for 95 percent confidence and 0.01 for 99 percent confidence. Hence, Q4.1 does not
exhibit any significant association with gender (significance value = 0.147 which is more than the 0.05 cut-off).
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Q5.1: The increased housing benefits
tax will require me to pay more than
my fair share compared to others on the
same income.

Q5.2: The increased housing benefits
tax will require me to pay more than
my fair share compared to others with
higher incomes.

Q5.3: The increased housing benefits
tax should only apply to up-market
(K3,000 rent per week) and very high
cost housing (K5,000 rent per week)

Q5.4: The increased housing benefits
tax should not apply to low (K400,000)
and medium (K800,000) cost housing.

Q6.2: The concessional tax treatment
provided under the housing benefits tax
is better than receiving a cash allowance

Q1: Gender
Q2: Age
Q3: Marital status
Q5: Education
Q7: Employer category
Q9: Living in employer-provided
accommodation
Q9: Receive rent allowance
Q10:Accommodation type
Q11: Sales segment
Q12: Rent segment
Q8: Gross income
* Significant at 90% confidence

Q4.1: The housing benefits tax is a way
of paying for essential accommodation
services for the whole community.

Table 7: Fisher’s Exact Test of Association Q4.1, Q5.1, Q5.2, Q5.3, Q5.4 and Q6.2 against specific
demographic factors

0.147
0.001***
0.087
0.041**
0.060*
0.180

0.159
0.17
0.225
0.000***
0.144
0.210

0.018**
0.258
0.991
0.000***
0.951
0.316

0.193
0.337
0.013**
0.000***
0.182
0.247

0.165
0.189
0.195
0.093*
0.427
0.544

0.441
0.405
0.410
0.002***
0.289
0.780

0.879
0.096*
0.715
0.478
0.539
0.604
0.100
0.331
0.001**
0.073*
0.920
0.071*
0.274
0.000***
0.000***
** Significant at 95% confidence

0.272
0.020*
0.079*
0.499
0.631
0.244
0.020**
0.173
0.134
0.000***
0.129
0.222
0.000***
0.054*
0.072*
*** Significant at 99% confidence

Q1 gender
Gender was significant in the societal benefit measure (Q5.2) with proportionally more males reporting they
will need to pay more than their fair share compared to others on higher incomes. This finding is supported by
previous studies, Oxley (1993), who found that the views of males and females differed with regards to vertical
equity issues. It is also noted that education and (Q5.2) produced a significant result suggesting that this variable
also impacted upon vertical equity issues. These findings are consistent with that of Hite (1997) and may suggest
that males are more likely to feel a sense of unfairness in increasing the HBT. (See Figure 1).
Q2 age
Age reported a significant association with Q4.1 (societal benefit). In terms of how age is associated with views of
HBT as a funding stream for essential services, it appears that proportionally more early middle aged individuals
(aged 31–40) are likely to either ‘Disagree’ or ‘Strongly Disagree’. Similarly, proportionally fewer 21–30 year
old’s are likely to declare that they ‘Strongly Disagree.’ It should be noted that these findings reflect perceptions
of purely the HBT. As such these finding differs from previous studies by Tan (1998) who indicated that older
taxpayers were more supportive of taxes in general than their younger counterparts. (see Figure 2).
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Figure 1: Gender v Q5.2

Q5.2: The increased housing benefits tax will require me to pay more than my fair shair compared to others
with higher incomes.
Figure 2: Age v Q4.1

Q4.1: The housing benefits tax is a way of paying for essential accommodation services for the whole
community.

16

Q5 educational attainment
Educational Attainment reports significant association with all questions including (4.1, 5.1, 5.2, 5.3 and 6.2)
except Q5.4: increased housing benefit tax should not apply to low- and medium-cost housing. Each education
category shows similar distribution of responses. ‘Disagree’ is the mode response for education levels except
‘Postgraduate’ and ‘PhD’ degrees for which we see a mode centred around ‘neither agree or disagree’. Hence
there is some limited evidence that suggests that perceptions of HBT has some small positive relationship with
the level of education. This finding is qualified based on the measure of education as found in Richardson and
Sawyer (2001). That is, was this finding based on general educational attainment or specific tax knowledge?
More than likely it was the former and as such, those with a higher education level support the societal benefit
of the HBT (see Figure 3).
Figure 3: Education v Q4.1

Q4.1: The housing benefits tax is a way of paying for essential accommodation services for the whole
community.
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Figure 4: Education v Q5.2

Q5.2: The increased housing benefits tax will require me to pay more than my fair shair compared to others
with higher incomes.

Education is also significant for the personal impact measure (Q5.2) with higher levels of education relating to
proportionally higher assessments of personal impact. This finding is qualified as education is highly correlated
with income levels which may distort the results. As indicated previously, it depends whether this finding is based
on general educational attainment or specific tax knowledge. More than likely it is the result of general education
attainment which does not necessarily mean that participants also had detailed knowledge of the HBT. This had
impact upon their fairness perceptions (see Figure 4).
Q9 receive rent allowance
Employer paid rent or rental allowance in lieu of accommodation was significantly associated with Q5.4, a
preference for the HBT to apply to the highest tier of housing cost. While those who received rental allowance
were in the minority, they did show a slightly higher propensity to oppose the application of HBT to low and
medium cost housing. The findings suggest that there is the possibility of some resistance if the government
decided to increase the values of the low and medium priced housing which could then be caught by the HBT
(see Figure 5).
Q11 sales segment
Personal HBT impact assessment was similar across different house sale price segments except for those individuals
in the ‘other’ category. Findings also reveal that Gender, Education, Sales Segment and Gross Income are associated
with Q5.2 (The increased housing benefits tax will require me to pay more than my fair share compared to others
with higher incomes). Consequently, the location and cost of housing appears to be a consistent variable which
influences the HBT and may have implications for participants in high unemployment areas or who are work
mobile (Title, 1980). Likewise while gender and education influence is noted, the relationship of sale prices to
gross income needs to be appropriately qualified due to the potentially distorting effects of the income variable
indicated previously (Feinstein, 1991), (see Figure 6).
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Figure 5: Rent allowance v Q5.4

Q5.4 The increased housing benefits tax should not apply to low (K400,000) and medium (K800,000)
cost housing.

Q12 rental segment
There was statistically significant association between the respondents weekly house rental and their support for
the HBT applying only to the highest cost rental segments. Proportionally more disagreement was observed for
those in higher cost properties measured in terms of weekly rental price. This result is somewhat expected given
that those who live in the lower cost segments of the PNG housing market, did not want an increase in the HBT
to apply to them (see Figure 7). This is strongly aligned with income and affordability issues discussed earlier.
Q8 gross income
Those on higher incomes tended to be more likely to report having to pay more than their fair share compared
to others on higher incomes. This result partly explains why gender, education and income feature as significant
(Q5.2 p = 0.018, Q5.2 p = 0.000, Q5.2 p = 0.00 respectively) as both of those variables are potentially correlated
with income levels. This finding can be compared to previous studies (Richardson and Sawyer, 2001; Feinstein
1991) regarding the impact of the income variable on perceptions of tax generally not necessarily just the HBT.
The result needs to be interpreted carefully because of the potentially distorting effect of the income variable
(Christensen and Gupta, 1993), (see Figure 8).
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Figure 6: Sales segment v Q5.2

Q5.2: The increased housing benefits tax will require me to pay more than my fair shair compared to others
with higher incomes.
Figure 7: Rental segment v Q5.3

Q5.3: The increased housing benefit tax should only apply to up-market (K3,000 rent per week) and very
high cost housing (K5,000 rent per week).
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Table 8: Mann Whitney U tests of responses by respondent use of employer-provided
accommodation

MannWhitney U

Do you live in
employer-provided
accommodation?
Average Response
(1: Strongly
Agree; 5: Strongly
Disagree)
Sig. (2-tailed) Yes
No
Q1.1: The personal income tax system in Papua New Guinea is fair.
0.020***
4.16
4.32
Q1.2: All types of benefits whether received as cash or non-cash should 0.632
3.89
3.94
be taxed the same way.
Q2.1: A flat or proportional tax rate which is the same for everyone 0.906
3.75
3.72
regardless of their income level, is appropriate.
Q2.2: As high-income earners have a greater ability to pay taxes than 0.057*
2.60
2.74
low income earners, it is fair that they pay a greater portion of the taxes
that are levied (i.e. progressive rate of tax).
Q3.1: Overall, the level of taxation of individuals in PNG is reasonable. 0.009***
3.94
4.07
Q3.2: Overall, the burden of all taxes is unfairly distributed.
0.766
2.10
2.11
Q4.1: The housing benefits tax is a way of paying for essential 0.091*
3.30
3.42
accommodation services for the whole community.
Q4.2: The income taxes I must pay are unreasonably high considering 0.819
1.91
1.90
the services provided by the PNG government.
Q5.1: The increased housing benefits tax will require me to pay more 0.073*
2.50
2.63
than my fair share compared to others on the same income.
Q5.2: The increased housing benefits tax will require me to pay more 0.051*
2.51
2.65
than my fair share compared to others with higher incomes.
Q5.3: The increased housing benefits tax should only apply to up- 0.412
2.45
2.42
market (K3,000 rent per week) and very high cost housing (K5,000
rent per week).
Q5.4: The increased housing benefits tax should not apply to low 0.109
2.42
2.33
(K400,000) and medium (K800,000) cost housing.
Q6.1: The current tax system in PNG provides discounts/relief for those 0.621
3.17
3.12
who don’t deserve it.
Q6.2: The concessional tax treatment provided under the housing 0.215
2.84
2.92
benefits tax is better than receiving a cash allowance.
* Significant at 90% confidence ** Significant at 95% confidence *** Significant at 99% confidence
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Comparing participants across use of employer-provided accommodation
Table 8 above shows the results of a series of Mann Whitney U tests, comparing responses from respondents who
declared they were living in employer-provided accommodation against those who were not. Average responses
(1: Strongly Agree; 5: Strongly Disagree) are also reported.
At the 90 percent level of confidence, for the tax fairness questions; Q1.1: The personal income tax system in
Papua New Guinea is fair; Q2.2: As high-income earners have a greater ability to pay taxes than low income
earners it is fair that they pay a greater portion of the taxes that are levied.
With regards to Q3.1: Overall, the level of taxation of individuals in PNG is reasonable. Significant differences
in statistics were observed with respondents living in employer-provided accommodation reporting higher levels
of agreement.
Figure 8: Gross income v Q 5.2

Q5.2: The increased housing benefits tax will require me to pay more than my fair shair compared to others
with higher incomes.

Regarding the HBT in particular, similarly significant statistical differences were reported for Q4.1: The housing
benefits tax is a way of paying for essential accommodation services for the whole community; Q5.1: The increased
housing benefits tax will require me to pay more than my fair share compared to others on the same income, with
those respondents living in employer-provided accommodation reporting higher levels of agreement. Significant
statistical differences were also reported for Q5.2: The increased housing benefits tax will require me to pay more
than my fair share compared to others with higher incomes with those respondents living in employer-provided
accommodation reporting higher levels of agreement.
Support for a progressive structure for the HBT was noted; Q5.3: The increased housing benefits tax should only
apply to up-market (K3,000 rent per week) and very high cost housing (K5,000 rent per week); and Q5.4: The
increased housing benefit tax should not apply to low (K400,000) and medium (K800,000) cost housing, there
were no significant differences reported.
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Qualitative analysis of survey comments
In addition to the quantitative analysis above, a selection of participants’ general comments in particular relation
to tax fairness perceptions in PNG especially in relation to the HBT, is provided below. Overall the comments
indicate a fairly negative and probably a somewhat biased view, which can be cross-checked with the statistical
results to enhance validity and provide a richer insight to some aspects.
A strong theme that evolved from the survey comments is that although increasing the HBT could be considered
unfair per se, there is scope for refining and improving the HBT. The comment below is typical:
“The housing benefits tax itself is a very good initiative that should benefit citizens if managed well
by concerned authorities. On the contrary, the challenge yet still lies with the ability and desire of the
government and the implementing agencies on how effective they are to deliver to the citizens. If the
current tax system (generally) is not reviewed and amended focused on [sic] as to maximise service
delivery to the people, then the housing benefit tax could be more subject to abuse thus making it less
beneficial to the people as well.”
It was suggested that the HBT is reviewed and approved based on the development phase of PNG. PNG
is developing and its infrastructure is also improving. This means that the standard of housing in PNG is
also improving. There is potential for tax collection with this improvement. Affording a house is an issue that
needs to be addressed.The increases in the HBT need to commensurate with increases in salary and wages. The
following views demonstrate the housing concern of many of the respondents:
“Most working class professionals live in settlement rented properties because the cost of housing is very
high, on average, greater or less than K850 per fortnight for a decent self- contained accommodation
where common facilities and hygiene standards are low. Yet working class people are taxed heavily on
their income and housing allowance, regardless of where they live which is average.”
“I think that the housing benefits tax should be reduced. Government should build some public rental
flats for the public so they can get tax from the rental money. Because many employers don’t provide
houses for their employee, so why can’t the government provide rental apartment and single quarters/
flats for public rent? The National Housing Corporation is good, but there needs to be more houses as
the population of PNG is increasing.”
“Agree that government is getting housing tax to bring good services and development to us and
our country. But disagree on employees paying housing benefits tax and what about those who are
unemployed living in settlements who are not taxed. Government should remove housing tax as it is
unfair on employees and unemployed. Especially unfair for those employees who are living in company
houses.”
These comments support the status of the national housing policy in PNG outlined earlier. As found by Ezebilo
(2017). there is still a shortage in the supply of houses. This, combined with the high cost of housing generally
reduces the possibility of low and medium households to afford to live in the cities and towns. The increase in
the HBT needs to account for the implications on PNG housing.
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Conclusion
Summary of the main findings
The majority (greater than 60%) indicated that increasing the tax would lead to both horizontal and vertical
inequities in regard to HBT. Participants believed that the HBT should only apply to upmarket and very high
cost housing, especially to those who could afford it. However, some support for the HBT are evident as findings
were mixed with respect to the HBT being the way to pay for essential services. It suggested that as long as the
HBT was applied appropriately, for example, to more wealthy taxpayers or those who could absorb the cost as
part of their employment package, it was still feasible. A large percentage (43%) of participants also distinguished
that the concessional tax treatment under the HBT was better than receiving a cash allowance. The concept still
had merit. . Overall, while there was evidence of the public’s opposition to increasing the HBT, there was also
support for refining and improving the current HBT. Consequently, H1, was accepted in part.
Findings on the impact of particular demographics of PNG nationals supporting the increase in HBT are based
on both societal and personal benefit. The results reveal that middle-aged participants and to some degree those
with higher levels of education did have a relationship with the perceived societal good of the HBT. Age and
education produced significant results. It is noted, however, that these are correlated with income which can
have a distorting effect upon statistical results. With regards to the personal impact of the HBT, again the gender
and education variables produced significant personal impact on HBT. Males with a higher level of education
are more sensitive to the increase in the HBT. Personal impact of the HBT is significant. Gender, education,
sales segment and gross income are critical variables. In particular, those in low and medium cost housing are
particularly sensitive to the HBT increase. Overall, while the age and education demographic had a positive
association with increasing the HBT, the gender, income and housing demographic, did not produce a strong
association. Consequently H2,, was accepted in part.

Tax policy implications
The PNG Government has embarked on a brave move to increase revenue collections from the HBT in the
2017 Budget. The results of this study indicate the policy significance of doing so. The HBT has implications for
the fairness of the overall tax system in light of the larger issue of housing affordability in PNG and sustainable
wages growth. The lack of housing and unimproved income of citizens prevent many people from obtaining
affordable homes. An increase in the HBT could have a detrimental effect on taxpayer confidence (Levine &
Levine 1982). The alignment of the tax treatment of both the housing benefits per se and the housing allowance
could be explored. Evidence suggests that the divergence between the two has the potential to result in abuse
(Smith, 1992). However, this requires further investigation which is beyond the scope of this paper. Kaitilla and
Sarpong-Oti (1993, pp. 72–73) suggest that perhaps the government should change the eligibility criterion for
employer-provided housing by limiting it to executives or more senior officers, whose employment packages may
include housing as an employment fringe benefit.

Study limitations
The main limitation of the study, in terms of assessing the merits of the HBT, is that only 28 percent of
participants were actually in employer-provided accommodation. This may have skewed the results. The majority
were unaware of the issues facing those in the employer-provided housing. This could be easily overcome with
additional analysis focusing just on this minority group.
The sample, however, was also not fully representative. The majority of the respondents were highly educated
young to middle-aged, working in the public sector, making it difficult to extrapolate the results to the wider
PNG population. This was expected to some extent, given the nature and distribution of the survey.
Likewise, problems of honesty and misinterpretation in surveys are always present and hard to erase (Roberts,
1994), particularly in the case of sensitive ethical issues. To address the presence of any response bias, a large
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number (n = 1,612) was obtained in the survey sample and, along with extensive survey comments, allowed for
meaningful analysis and maintained the validity of the overall results.

Further research
The findings from this study have impetous for further research in the area of housing scarcity and affordability
within PNG. In particular, the question of the diminished concession of employer-provided housing on equity
grounds. By subjecting the current data set to further analysis and statistical testing (Yetmat and Eastman, 2000),
the characteristics of those who receive the housing benefits could be compared to those who do not with the aim
of assessing the oveall impact of this tax change upon both horizontal and vertical equity grounds.
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Appendix
A Survey of Public Perceptions about Housing Benefits Tax in PNG
________________________________________________________________
Thank you for your willingness to assist us with this research project.
Section A
Please circle the number that indicates to what extent you disagree or agree with the following statements.
1. General Fairness
1.1 The personal income tax system in Papua New Guinea is fair.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

1.2 All types of benefits whether received as cash or non-cash should be taxed the same way.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

2. Tax Rate Structure
2.1 A flat or proportional tax rate which is the same for everyone regardless of their income level, is appropriate.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

2.2 As high-income earners have a greater ability to pay taxes than low income earners it is fair that they pay a
greater portion of the taxes that are levied (i.e. progressive rate of tax).
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

3. Sharing the Tax Burden
3.1 Overall, the level of taxation of individuals in PNG is reasonable.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

Agree
4

Strongly Agree
5

3.2 Overall, the burden of all taxes is unfairly distributed.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

4. Self-Interest
4.1 The housing benefits tax is a way of paying for essential accommodation services for the whole
community.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5
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4.2 The income taxes I must pay are unreasonably high considering the services provided by the PNG government.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

5. Tax System equality/inequality
5.1 The increased housing benefits tax will require me to pay more than my fair share compared to others on the
same income.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

5.2 The increased housing benefits tax will require me to pay more than my fair share compared to others with
higher incomes.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

5.3 The increased housing benefits tax should only apply to up-market (K 3,000 rent per week) and very high
cost housing (K 5,000 rent per week).
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

5.4 The increased housing benefits tax should not apply to low ($400,000K) and medium ($800,000K) cost
housing.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

6. Tax incentives and discounts
6.1 The current tax system in PNG provides discounts/relief for those who don’t deserve it.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

6.2 The concessional tax treatment provided under the housing benefits tax is better than receiving a cash
allowance.
Strongly disagree
1

Disagree
2

Neither agree or disagree
3

Agree
4

Strongly Agree
5

Section B
This section asks questions about you.
Please circle the number that best corresponds to your answer for each question below.
1. What is your gender?
Male.......................................................1
Female...................................................2
2. What is your age (in years)?
21 – 30 ………………………….…………………………………………1
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31 – 40 …...……….……………………………………………….............2
41 – 50 ..………………………………………………………….………..3
51 – 60 ..…………………………………………………………...............4
61- 70 …....…………………………………………………………...........5
70+……………………………………………………………………........6
3. What is your marital status?
Single/Never Married………………………….……………………………1
Married………...……..………….…………………………………………2
Divorced/Separated.…………………………………………… ….……….3
Widowed………….………………………………………………..............4
4. What is your ethnicity?
PNG national………………………………….…………………………...1
European Origin………….………….……………………………..............2
Asian Origin……………………………………………………………......3
Australian Origin….………..……………………………………………....4
Other……………………………………………….…………..…………..5
5. What was the highest level of education you completed?
Year 10 (or below)…......................................................................................1
Year 11…………………………………………….………………………..2
Year 12...........................................................................................................3
Certificate......................................................................................................4
Advance Diploma/Diploma...........................................................................5
Bachelor Degree.............................................................................................6
Post-graduate Degree......................................................................................7
6. What is your occupational group?
Manager…………………………………………………………………….1
Professional…………………………………………………………………2
Academic (Professor/Lecturer/Tutor) ……...………………………………..3
Associate Professional /Education…………………………………………...4
Tradesperson………………………………………………………………..5
Clerical/Sales and Service…………………………………………………...6
Production and Transport…………………………………………………..7
Labourer………………….………………………………………………...8
Other (Specify)…...………………………………………………………...9
7. Which of the following best describes your employer category?
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Private sector………………………………………………………………..1
Public sector………………………………………………………………...2
Church and Non-Governmental Organisation……………………………...3
8. What is your gross employment income/earnings per fortnight?
Less than K400……………………………………………………………...1
K400 – K700……………………………………………………………….2
K700 – K1,300………………………….………………………………….3
K1,300 – K2,700…………………………………………………………...4
K2,700 – K9,600…………………………………………………………...5
More than K9,600…………….……………………………………………6
9. Do you live in employer-provided accommodation?
Yes..................................................................................................................1
No.................................................................................................................2
10. What type of accommodation do you live in?
House/home………..………………………………………………………1
Flat….……………………………………………………………………...2
Apartment…………………………………………………………………..3
Room………………………………………………………...……………..4
Other……………………………………………………………………….5
11. Based on your best estimate of house sale prices, what segment of the PNG housing market do you live in?
Low cost (Less than K400,000) …………………………..………………...1
Medium cost (K400,000 – K800,000) ………………………….………….2
High cost (K800,000 – K1,200,000) ……….……...………………………3
Up-market (K1,200,000 – K1,600,000) …………………………….……..4
Very high cost (More than K1,600,000) ..………………………..…………5
Other (mess/barracks etc.) ……..…………………...………………………6
12. Based on your best estimate of weekly house rentals, what segment of the PNG housing market do you live
in?
Less than K300.……………………….………………..…………………...1
K300 – K1,000……………………..…………...………………………….2
K1,000 – K3,000……………………………………..…………………….3
K3,000 – K5,000…………………………………….....……………...…...4
More than K5,000.…...………………………...……………...…………...5
Other (mess/barracks etc.)………………………………...….…………….6
13.
Please provide any comments you would like to make in relation to the housing benefits tax: ________
_____________________________________________________________________________________
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_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
Thank you for your time and contribution to the study.
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