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Abstract
This paper is the fifth in the PNG NRI economic modelling series on the Review and Forecast of the PNG
Economy. The modelling uses the Papua New Guinea General Equilibrium Model (PNGGEM), a Computable
General Equilibrium (CGE) model of the Papua New Guinea (PNG) economy to generate economic forecasts
for a 10-year period (2017-2026) based on a set of economic assumptions. The key conclusions of the paper
are as follows: In terms of the macroeconomy, the 10-year forecasts generated by PNGGEM point to a further
period of economic development. Non-resource Gross Domestic Product (GDP) growth is forecast to average
5.1 percent over the next decade while the average growth for total GDP is forecast to slip a little to 4.6 percent,
in line with the expectation of no new mining developments to come on stream until early to mid-2020s. For
sectoral impacts, over the next decade, PNGGEM forecasts solid growth across the private sector industries in
the non-resource economy with average growth ranging from 4.4 percent for construction to 7.6 percent for
transport. The resources sector is expected to have average growth of just 2.8 percent with most of this coming
in the early to mid-2020s as new projects come on stream. In terms of the fiscal outlook, the paper argues that
Government Budgets do a weak job of providing a clear picture of Government revenues and the Budget deficit
because revenues from mining, oil and gas are shrouded in secrecy and are poorly accounted for. Nevertheless,
within the modelling assumptions, the outlook to 2026 is for continued solid growth in Government revenue
underpinned by robust economic growth and by ongoing increases in tax and income earnings from the PNG
Liquefied Natural Gas (LNG) Project. Finally, the modelling predicts that between 2017 and 2026, an average
of 43,900 jobs per annum will be created, with rural jobs making up 62 percent of the jobs. Job creation is a core
social welfare measure and its close alliance with economic growth reinforces the importance of growth for the
socio-economic development of PNG.
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Introduction
This discussionpaper is part of a series of economic modelling reports on the review and forecast of the PNG
economy by the PNG National Research Institute (PNG NRI) since 2015. The modelling uses the PNG General
Equilibrium Model (PNGGEM) framework originally developed by Levantis (2004).
This fifth series provides modelling forecasts for key economic variables for the period 2017 to 2026. Sections 2
to 4 provide the background information and context for the modelling. Section 2 presents an overview of the
global and regional economy in terms of how they relate to the PNG economy. Section 3 discusses the global
market for PNG’s commodities focusing on oil and gas, metals, coffee, cocoa, palm oil and coconut oil. Section
4 provides an update and outlook for PNG’s resource sector.
Section 5 discusses the modelling assumptions and the results of the 10-year forecasts. The modelling
assumptions relate to commodity prices; mining, oil and gas production; Papua LNG; fiscal policy; land policy;
law and order; education policy; electricity infrastructure; and transport infrastructure. Based on the modelling
results, the forecasts for key economic variables relating to outlook for macroeconomic growth, sector economic
performance, fiscal outlook, and outlook for employment are analysed. The final section concludes the paper.
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The global and regional economy
The global economy has entered a period of stable and solid growth with low inflation and low interest rates.
There are just a few pockets of economic instability – mainly in parts of the Middle East and Africa as a result
of ongoing conflicts; and in South America where Brazil is just emerging from a deep recession and Venezuela
is suffering from an economic crisis. In Europe, the ongoing economic crisis revolving around Italy, Spain
and Greece has subsided. The negative hype around Brexit – in part driven by negative commentary from the
International Monetary Fund (IMF) – also appears to have disappeared as the British economy continues on its
stable growth path.
According to the IMF (IMF, 2017), advanced economies are estimated to have grown by 2.3 percent in 2017
and are forecast to grow by 2.3 percent again in 2018 (Figure 1). This would mark 2018 as the fifth consecutive
year of growth within the narrow band of 1.7 and 2.3 percent. Moreover, there is stability across advanced
economies with no standout performers and none in recession.
Amongst emerging economies, Latin America, Sub-Saharan Africa and the Middle East are all performing well
below their long term averages with expected outcomes in 2017 of 1.3 percent, 2.7 percent, and 2.5 percent
respectively. These regions have been a drag on global growth in recent years which hit a decade low of just 3.2
percent in 2016 and is expected to recover a little to 3.7 percent in 2017 according to the IMF (Figure 1).
Figure 1: Growth across the globe and amongst PNG’s neighbours, 2014-2018

Source: Calculated from data provided by the IMF (2017a)

At the other end of the spectrum are the countries of East Asia and the Pacific. PNG is fortunate to be located
in the most prosperous region on the globe. As discussed in the previous report, the developing countries of
East Asia and the Pacific now comprise more than 20 percent of the global economy, up from just 5 percent in
2000. Growth has been relentless with most nations in the region contributing. In 2017, growth was expected to
have been 6.5 percent which is consistent with the average growth of 6.7 percent recorded over the years 2014
to 2016 (Figure 1). This is down from the average of 8.0 percent in the 2000s, but this is to be expected as the
increased prosperity of these countries begins to reduce the scope for growth. Amongst PNG’s Asian neighbours,
only Mongolia, Sri Lanka and Thailand have growth rates that have dipped below 5 percent in 2016 and 2017.
On the other hand, all of PNG’s Pacific neighbours have grown at less than 5 percent.
The climate of renewed global economic stability with low interest rates and low inflation has laid the platform
for investor confidence. As a result, the IMF is forecasting further investment-led gains with global growth
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expected to pick up in 2018 and 2019 to 3.9 percent. It would seem that the global economy has finally emerged
from the great recession of the late 2000s. According to the World Bank, “...the global economy is expected to
return to its potential for the first time in a decade...” (World Bank, 2018, p.8).

4

The global market for PNG’s commodities
Oil and gas markets
There has generally been good news for PNG during 2017 from global commodity markets. Prices for oil, gas,
copper and nickel have all bounced back after bottoming out during 2016. Moreover, prices are expected to
continue to strengthen in 2018 and beyond into the next decade.
After averaging over US$100 a barrel over the years 2011 to 2014, oil prices slumped to just US$42.80/barrel in
2016, decimating profits and Government revenues (Table 1). Prices are expected to have recovered to an average
US$51.00 a barrel in 2017 and are forecast to be US$52.30/barrel in 2018. Steady gains in prices are forecast to
continue into the next decade, reaching US$62.10/barrel in 2026.
Table 1: Prices for PNG’s commodities, 2010-2026

Coffee Arabica
Cocoa beans
Coconut oil
Palm oil
Hardwood
logs
Copper
Nickel
Gold
Oil
Natural gas

US$/tonne
US$/tonne
US$/tonne
US$/tonne
US$/M3

Average
2010–14
4,426
2,714
1,110
902
335

Average
2015-16
3,575
3,013
1,292
632
260

2017
3,370
2,004
1,610
678
268

US$/tonne
US$/tonne
US$/ounce
US$/barrel
US$/MMBTU

7,744
18,094
1,338
102.3
16.7

5,189
10,729
1,205
46.8
8.9

5,939
9,787
1,250
51.0
7.1

2018
3,462
2,027
1,593
668
272

Forecasts
2019
3,614
2,092
1,576
675
274

2020
3,669
2,132
1,559
681
277

2026
3,690
2,464
1,462
744
302

6,038
9,960
1,238
52.3
6.9

6,089
10,298
1,226
54.7
7.0

6,130
10,629
1,214
55.9
7.0

6,485
13,519
1,144
62.1
7.6

Sources: Calculated from data in the Commodity Markets page of the World Bank website (http://www.worldbank.org/en/
research/commodity-markets) and the Primary Commodity Prices page of the IMF website (http://www.imf.org/external/np/
res/commod/index.aspx). The 2017–2021 forecasts are averages of the two sources, except for gold and coconut oil for which
forecasts are only available from the World Bank. The forecasts for 2026 are based on the percentage change forecasts for
2022–2026 of the World Bank.

What these forecasts tell us is that the high oil prices in the early part of the decade are expected to remain a thing
of the past. There are a number of factors at play here. On the supply side, the Organization of the Petroleum
Exporting Countries (OPEC) cartel has lost some of its market strength due to the surge in shale oil production
capacity in the United States. Perhaps the more important point here is that the investment in production
capacity was a response to the high oil prices of 2010 to 2014 – a scenario that countries in the OPEC cartel
would be wary of in any future attempts to significantly raise oil prices.
During 2017, OPEC has allowed oil prices to recover moderately by forging a deal to restrict production with a
number of non-OPEC countries – including Russia, Mexico and Kazakhstan. The deal has been extended to the
end of 2018 which should put some upside risk to the 2018 price forecast (OPEC, 2017).
On the demand side, the outlook for oil is less promising. Despite oil prices in 2016 falling to less than half
the level of 2014, global demand grew by just 2.1 percent in 2015 and 1.6 percent in 2016. Demand in 2016
amongst the developed countries of the Organisation for Economic Cooperation and Development (OECD)
remained below that recorded in 2010. This is attributable to the improvements in motor vehicle technology
which is seeing ongoing gains in fuel efficiency. Whatever growth there exists in global oil, demand is driven by
the rapid take up of motor vehicles in developing countries. This is especially the case for China, India and South
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East Asia which has accounted for 70 percent of global growth in consumption since 2010.
But now, oil producers are facing a more serious threat to demand. The world’s largest producers of automobiles
have committed to rolling out electric cars and fuel efficient hybrid electric-petrol cars – ramping up the
technological threat to global oil demand. Toyota, the world’s biggest producer of motor vehicles, announced
that ‘electric only models’ will soon become available across its range; and by 2030, Toyota expects to sell one
million electric vehicles (Toyota, 2017). The Volkswagen group has committed to introducing 80 new model
variants of electric cars by 2025 (Volkswagen, 2017). It is now inevitable that global demand for oil will begin
to wind down during the next decade. Under these emerging circumstances, the longer term oil price forecasts
are beginning to look less optimistic.
In a paradoxical way, PNG’s LNG Project will get caught up in the threat to oil markets of the emergence of
electric vehicles. Underpinning the drive towards electrification of vehicles is the need to reduce air pollution
and global greenhouse gas emissions. At the same time, gas is being taken up in electricity generation as a low
emission alternative to coal. Moreover, gas generation works particularly well in conjunction with renewables
such as solar and wind generation. This is because gas generation, unlike coal generation, can be fired up and
brought on stream quickly in the event that the sun stops shining or the wind stops blowing. However, the bulk
of future gas sales from the LNG Project have been tied in to the oil price – even though the gas market is almost
completely independent of the oil market. So in the event that vehicle electrification impacts on oil prices, then
PNG’s LNG prices will be negatively affected.
As it stands, prices for LNG sales to the East Asian market – which is where PNG’s LNG goes – are forecast to
be subdued over the next decade and move largely in line with oil prices (Table 1). This is despite healthy growth
in demand for gas generation in the face of global initiatives to reduce emissions. The problem lies on the supply
side with considerable capacity expected to come on stream in Australia and the United States. The forthcoming
Total led Papua LNG project (discussed later) will also be an important addition to global capacity.

Markets for metals
Nickel prices are forecast to hover around US$10,000 a tonne over the rest of the decade before strengthening
to reach US$13,519 by 2026 (Table 1). At present, most nickel production is used to manufacture stainless
steel. However, this is set to change due to nickel being a key component in the manufacture of batteries. As a
result, the nickel market will be subject to two dominant market influences over the coming years: the emergence
of electric and hybrid vehicles; and the rapid take up of battery storage for renewable energy. Late in 2017, a
new global milestone in renewable energy was reached with the installation of a 100MW battery attached to a
wind generation facility in South Australia (British Petroleum, 2017). This is part of a new global trend towards
attaching batteries of ever increasing capacity to renewable electricity generation.
The pace of change in vehicle electrification and in storage for renewable energy presents considerable uncertainty
in nickel markets, making the price forecasts look conservative. Already, nickel prices have touched US$12,000
a tonne late in 2017 – well above the forecast for 2018. A surge in prices driven by battery demand has already
been seen in the market for cobalt – another key component in battery manufacturing that is also mined in
PNG – with prices increasing threefold to US$75,000 a tonne late in 2017 compared with less than US$25,000
a tonne early in 2016 (Trading Economics, 2017).
Copper prices have recovered to an estimated US$5,939 a tonne in 2017 (Table 1) after slumping to US$4,868 a
tonne in 2016 (Table 1). Supply disruptions at mines in Peru, Chile and Indonesia have played a role. However,
prices continued to strengthen late in 2017 long after disruptions in Peru and Chile were resolved. This can be
put down to tight inventories and strong demand. China is the key player on the demand side taking on average
half of all global production of refined copper. As a result, copper prices have been heavily influenced by the
recovery in China’s industrial output and ongoing investments in energy infrastructure.
Nearly half of global gold production is used in the manufacture of jewellery. In turn, nearly half of all gold
for jewellery is purchased in India and China. Increasing affluence in these two nations is underpinning strong
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ongoing growth in demand for gold. Another positive for the gold market is the increasing use of gold for
industrial applications, particularly in electronics. In 2016, global production of gold reached 3,264 tonnes
against demand a of 4,347 tonnes – the difference made up predominantly of recycled gold. The outlook is for
stable growth on the supply side driven mainly by the commissioning of new mines.
Despite strong growth in jewellery and industrial demand and moderate supply growth, gold prices are expected
to steadily fall over the next decade to US$1,144 per ounce in 2026 compared to US$1,250 per ounce in 2017
(Table 1). This is due to the role that gold plays as a store of wealth. The holdings of gold amongst central banks
and investors dwarfs the amount that is produced each year. Investors and central banks are therefore, the main
drivers of gold prices. There are two key factors that influence investor demand for gold – interest rates and
geopolitical stability – and developments in both cases are contributing to the weak outlook for gold prices.
Interest rates have begun their process of recovery and have come off their lows in 2016 – encouraging investors
to shift away from investment in gold.
In periods of geopolitical instability, investors tend to shift to gold as a safe haven. Although there continues
to be matters of international concern that affect geopolitical stability, the heightened concerns of recent years
appears to have subsided, taking pressure off gold markets. This includes a return to economic stability following
the global financial crisis, an easing of concerns over Brexit, and the imminent defeat of the ISIS terrorist group
in the Middle East.

Coffee, cocoa, palm oil and coconut oil markets
Arabica coffee prices have weakened in 2017 to an expected US$3,370 a tonne (Table 1) compared with
US$3,619 a tonne in 2016 (Table 1). This is a response to a 3.8 percent jump in global supply for the year ended
June 2017 to 159.1 million 60kg bags from 153.2 million 60kg bags up to June 2016. PNG had a particularly
good year with coffee production surpassing 1 million 60kg bags. Global consumption grew more moderately
by 2.1 percent to 155.6 million 60kg bags. The forecast for 2018 is for prices to recover to US$3,462 a tonne
(Table 1) on the back of improved conditions in Brazil and Vietnam.
The performance of the cocoa market is heavily reliant on production in the West African nations of the Ivory
Coast and Ghana. Together, they account for 60 percent of global production. A bumper production in these
two countries therefore led to a price collapse of 31 percent in 2017 to just US$2,004 a tonne (Table 1). In
the year ended June 2017, 2.01 million tonnes were produced in Ivory Coast and 0.95 million tonnes were
produced in Ghana; up from 1.58 million and 0.78 million respectively a year earlier. Production in PNG in
recent years has hovered around 0.04 million tonnes. Prices are expected to remain low in 2018 due to ongoing
favourable conditions in West Africa. The outlook beyond 2018 is for a moderate recovery in prices, however,
the dominance of the West African producers and the reliance of the market on West African weather conditions
means that ongoing volatility should be expected.
Indonesia and Malaysia are the dominant players in palm oil with production in the year to June 2017 of 3.77
million tonnes and 2.17 million tonnes respectively out of a global total of 7.03 million tonnes. Demand has
been impacted in recent years by environmental concerns over palm oil production. However, its popular use as
a cheap oil for processed foods has helped to maintain steady global growth.
In contrast, coconut oil – which is increasingly seen and marketed as a healthy premium oil – has experienced a
steady decline in demand, dropping further to 2.5 million tonnes in the year to June 2017 compared with 2.69
million tonnes in 2016. Nevertheless, weak production in India and Indonesia have helped to bolster prices
which rose to an estimated US$1,610 per tonne in 2017 (Table 1) from US$1,475 per tonne in 2016. Palm oil
prices remained flat at US$678 a tonne – about two-thirds the level seen early in the decade (Table 1).
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Update and outlook for PNG’s resources sector
Oil and gas
The LNG Project continues to impress, exceeding milestones and production targets. Ongoing improvements
in operations have led to another record level of production in the September quarter of 2017. Total production
in 2017 is expected to be about 367 MMBTU which is 4 percent higher than 2016 and 20 percent higher than
nameplate capacity (Table 2).
The success of the LNG Project has laid the platform for investors to move forward in expanding LNG capacity
in PNG. A joint venture to develop the Antelope gas fields – led by Oil Search, Total and ExxonMobil and
known as the Papua LNG Project – is expected to at least double LNG production in PNG (Oil Search, 2017b).
The scope and design of the project is still subject to final agreement between the joint venture partners. But
what is clear is that the new project will be integrated with the existing one. That means that the gas will be
piped to the existing processing plant outside Port Moresby and the capacity of the plant will be expanded. The
phase of front end engineering and design could begin as early as 2018 leading to production early in the 2020s.
Adding further cause for optimism, the incoming Government has formalised its firm support of the LNG
industry by moving forward in resolving outstanding landowner issues and identifying early works in the Papua
LNG Project as part of its “100 Day Economic Stimulus Plan”.
Table 2: Estimated production profile of mining, oil & gas in PNG, 2015-2026		

Gold production (ounces)
Lihir
Porgera
Ok Tedi
Hidden Valley
Simberi
Offshore Mining
Frieda
Wafi-Golpu
Woodlark
Small scale mining estimate

Forecasts
2021

2015

2016

2017

2018

805,000
519,000
143,000
148,000

903,000
493,000
218,000
156,000

930,000
516,000
325,000
160,000

930,000
516,000
325,000
120,000

930,000
516,000
325,000
180,000

930,000
516,000
325,000
180,000

80,000
0
0
0
0
115,000
1,810,000

106,000
0
0
0
0
90,000
1,966,000

134,000
0
0
0
0
90,000
2,155,000

120,000
0
0
0
0
90,000
2,101,000

120,000
41,000
0
0
55,000
90,000
2,257,000

120,000
48,000
250,000
320,000
110,000
90,000
2,889,000

105,000
0
0
0
105,000

105,000
0
0
0
105,000

105,000
0
0
17,000
122,000

105,000
175,000
150,000
20,000
450,000

33,000
3,400

33,000
3,400

33,000
3,400

33,000
3,400

Copper production (tonnes)
Ok Tedi
45,000
80,000
Frieda
0
0
Wafi
0
0
Offshore mining
0
0
45,000
80,000
Nickel and Cobalt production, Ramu (tonnes)
Nickel
25,600
22,300
Cobalt
2,500
2,200
Oil & gas

2026
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Oil (million barrels)
Gas (million barrels equiv.)
Gas (MMBTU)
Papua LNG (MBE)
Papua LNG (MMBTU)

21.6
65.7
335.0

21.2
69.4
354.0

19.2
72.0
367.1

17.5
72.7
370.8

13.5
74.9
382.0

9.2
78.7
401.5
80.0
408.0

Note: MBE = million of barrels of oil equivalent; MMBTU = million million British thermal units.
Sources: Compiled from financial and production reports available on the websites of the respective operations (see references).

The existing LNG Project has played an important role in extending the economic life of PNG’s existing oil
fields (ExxonMobil, 2016). The oil fields were in rapid decline and were expected to be depleted towards the end
of the 2010s. Instead, synergies of the project and the oil fields have slowed the decline of crude oil production
which is now expected to continue through to the end of the 2020s. Moreover, oil condensates are now being
extracted by the LNG Project with 11.9 million barrels produced in 2016. A further 9.3 million barrels of
oil were produced in the existing oil fields bringing total production to 21.2 million barrels (Table 2). This is
expected to drop to 19.2 million barrels in 2017 and continue to steadily fall over the next decade due to the
ongoing decline in production from both the oil fields and the LNG Project.
The collapse in oil and gas prices since the early 2010s has led to a sharp reassessment of the profitability of the
LNG Project and the revenues it can generate for the PNG Government. However, the project proceeded to the
investment phase under the expectation that oil prices would be about US$60 a barrel, which is close to where it
is now and is expected to be in coming years. The Project has now proved its profitability by recording surpluses
even at the low prices experienced in 2016 – no doubt helped by the success on the production side.
Oil Search reported a net profit of US$185 million (K580 million) in 2016 from its stake in the existing oil fields
and its 29 percent stake in the LNG Project (Oil Search, 2017b). Given that, about two-thirds of Oil Search
revenue is generated from its stake in the LNG Project. It would be reasonable to estimate that the LNG Project
alone generated about US$425 million (K1,330 million) in net profit in 2016. With prices for both LNG and
oil recovering in 2017, and with production expanding, profits are set to rise significantly. Moreover, a significant
portion of revenues for the LNG Project are being diverted to debt repayment meaning that interest expenses
will fall and profitability will increase significantly in the coming years.
The Government owns 16.57 percent of the LNG Project (KPHL, 2017). Based on the estimates of the
profitability of the LNG Project in 2016, the Government would have received hundreds of millions of Kina
in income tax revenue and in income from its stake in the project. However, of considerable concern, an
absence of transparency means that Government revenues were shrouded in secrecy and were not reported with
any clarity in the Budget. Income from the Government’s stake in the project is diverted to a State-Owned
Enterprise, Kumul Petroleum Holdings Limited (KPHL). In complete contrast to Oil Search, which is listed on
the Australian Stock Exchange, there are no requirements for KPHL to report its activities, and accordingly, it
does not. Moreover, it is impossible to decipher from the Budget papers what has happened to the considerable
amounts in income tax that has been reported as being paid by Oil Search and is assumed to have been paid
by other stakeholders. The same applies to mining taxes as will be discussed later. This lack of transparency is a
ticking time-bomb that needs to be defused sooner rather than later.

Gold, copper and nickel mining
PNG’s biggest gold mine, Lihir Gold, produced 930,000 ounces of gold in 2016 worth K3.6 billion (Table 2).
This is a record level of production for Lihir and is a result of improvements in mining operations. The good
news is that production is expected to remain at this level for at least the next decade. Profit for the year ended
June 2017 was US$283 million or K890 million (Newcrest Mining, 2017). One would therefore, expect that
the PNG Government should have collected about K300 million in income tax. However, whether this has
happened is not clear from the 2017 annual report of Newcrest, the mine operator, and as discussed earlier, there
is no transparency in the Budget Papers to help guide us. Newcrest does report paying taxes at the average rate
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of 34 percent, but it is implied that this is paid to the Australian Government.
The 2018 Budget reports that total mining and petroleum taxes in 2016 was just K92 million and in 2017 was
estimated to be K77 million (Government of PNG, 2017). Based on this information, it seems clear that it is
the Australian Government rather than the PNG Government that is benefiting from income tax paid on Lihir’s
profits.
If true, this would be a travesty for PNG. The whole point of mining in PNG is to generate revenues for the
Government. If this does not happen, then there is little to gain from mining other than to leave holes in the
ground. Lihir has been in operation for 20 years and according to Newcrest has produced over 10 million ounces
of gold. At todays gold prices, this means that K39 billion has been extracted.
With so little revenue reported in the Budget papers, this is clearly an issue that transcends all mining and
petroleum activities in PNG, not just Lihir. Rather than getting better, this is a problem that is getting worse
as mining shifts to Chinese State ownership in the case of the Ramu Nickel Mine and the prospective Freida
Mine. In either case, transparency is non-existent. In contrast, the operations run by companies listed on stock
exchanges are bound to timely public reporting requirements.
At present, some information about the operations at Ramu is available, thanks to the 8.6 percent stake of
Highlands Pacific which is listed on the Australian Stock Exchange (see Highlands Pacific, 2017). For the first
time since the mine was commissioned in 2012, production is on target to reach nameplate capacity in 2017
of 33,000 tonnes of nickel (Table 2). There have been a series of setbacks for Ramu Nickel Mine, including a
shutdown period in 2016 that led to production of just 22,000 tonnes of nickel. Importantly, the project is now
reported to be highly profitable with costs at just US$5,260 a tonne of nickel — about half the price received
(Table 1). Cobalt production is expected to hit 3,400 tonnes compared to 2,200 tonnes in 2016 (Table 2), which
is good news in the face of prices increasing three-fold over the past year.
Revenue from the Ramu mine is expected to have nearly doubled from about K850 million in 2016 to K1,650
million in 2017. Although the project will generate substantial profits in 2017, this is unlikely to translate to
taxes for the Government for the reasons outlined earlier and because Ramu will have accumulated substantial
losses in its first years of operation.
The Ok Tedi mine in the Western Province is currently the only mine producing copper in PNG, although this
is set to change as will be discussed in the next section. In 2013, the PNG Government took over ownership of
the mine and what followed was a period when operations at the Ok Tedi mine became shrouded in secrecy. It
is therefore good news that this policy has changed with the release in May 2017 of the 2016 Annual Report.
As a result of drought, production at Ok Tedi was suspended in August 2015 through to March 2016. Production
during 2016 was 80,000 tonnes of copper valued at K1.2 billion and 218,000 ounces of gold valued at K0.8
billion. In 2017, production is expected to step up to 105,000 tonnes of copper and 325,000 ounces of gold
(Table 2) as a result of full year production and operational improvements.
Despite the setback of the drought and despite low commodity prices, Ok Tedi still managed to return a profit of
K539 million in 2016. Curiously, Ok Tedi reports an income tax expense of K143 million – far in excess of the
total of mining taxes reported in the Budget for 2016 and 2017 mentioned earlier – however, this is likely to have
been offset against losses incurred in 2015. Ok Tedi also paid a dividend of K150 million to the Government.
With higher production and with higher copper prices, there should be a big step up in profits, dividends and
taxes in 2017.
At other PNG’s major mines – Porgera, Simberi and Hidden Valley – production has been steady in 2016.
Gold mined at Porgera slipped slightly in 2016 to 493,000 ounces compared to 519,000 ounces in 2015,
but is expected to be back to 516,000 ounces in 2017 (Barrick Gold Corporation, 2017) (see Table 2). The
South African company, Harmony Gold, acquired full ownership of the Hidden Valley mine in 2016 and has
proceeded to invest in operational upgrades to lift annual production to 180,000 ounces a year from 2021 (Table
2). This will involve shut down time in 2018 that will lead to production dropping to about 120,000 ounces in
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that year. The Simberi Gold mine has seen a rise in production in 2017 to 134,000 ounces of gold compared
with 106,000 ounces in 2016 and is expected to continue at 120,000 ounces in 2018 and beyond (St Barbara
Ltd, 2017) (see data in Table 2). After incurring substantial losses in its early years, Simberi is now profitable,
however, there are about K65 million in tax credits from past losses to recover before the PNG Government will
see any tax revenues.

New resource projects
The outlook for copper and gold mining in PNG is very promising with a number of very large world class mines
expected to come on stream. As a result, gold production is expected to increase to 2.9 million ounces in 2026
from 2.0 million ounces in 2016; and copper production is expected to reach 450,000 tonnes in 2026 compared
with 80,000 tonnes in 2016 (Table 2). The big challenge for PNG is to convert the enormous revenues expected
to be generated by these projects into tax benefits.
The world’s first deep-sea mining venture is on schedule to commence production in the Bismarck Sea in the
first half of 2019 (Nautilus Minerals Inc, 2017). The mining vessel is 70 percent complete and much of the
equipment is at an advanced stage of development. Based on an assumed 10-year mine-life, production is
estimated to be about 50,000 ounces of gold and 20,000 tonnes of copper (Table 2). However, there is some
risk over this project as a result of ongoing financial difficulties faced by the mine operator, Nautilus Minerals.
In order to complete the project, Nautilus Minerals needs to raise considerable additional funding. The PNG
Government is exposed to this risk with its US$120 million 15 percent stake.
The Wafi-Golpu copper-gold mine located south-west of Lae shows considerable promise and is expected to
exceed the production levels of Ok Tedi mine. Reserves are estimated at 13 million ounces of gold and 4.4
million tonnes of copper giving it a resource value of about K135 billion in today’s prices (Harmony Gold Ltd,
2017). Annual production is expected to reach 320,000 ounces of gold and 150,000 tonnes of copper in 2025
(Table 2) – equivalent to K4.2 billion at 2017 prices. The project is at the stage of pursuing a mining lease with a
feasibility study expected to be completed in March 2018. If the investment goes ahead in 2019, first production
should be expected in 2024 (Harmony Gold Ltd, 2016).
The reserves at the proposed Freida River copper-gold mine in Sandaun Province are even larger at 20 million
ounces of gold and 13 million tonnes of copper. Annual production is expected to be 250,000 ounces of gold and
175,000 tonnes of copper (Table 2), which makes it similar in scale to Wafi-Golpu with an annual production
value of K4.4 billion in 2017 prices. Also, like Wafi-Golpu, the project is advancing toward the investment phase
with production expected to kick-off in 2024 or 2025. At this stage, progress is being delayed as Highlands
Pacific, a 20 percent stakeholder in the project, disputes aspects of the feasibility study provided by PanAust Ltd,
the Chinese 80 percent equity partner.
The Bougainville Copper Mine has been shut for almost 30 years, but there is some optimism that production
will restart in the near future. The company has been restructured as an independently managed PNG company
and has moved forward in engaging with landowners and the Bougainville Government. If the mine gets back
on track, it is expected to be at a similar scale to Wafi-Golpu, Frieda and Ok Tedi with about 500,000 ounces of
gold and 150,000 tonnes of copper annually (Bougainville Copper Ltd, 2017).
The Woodlark gold mine in Milne Bay Province is at an investment-ready stage with all regulatory requirements
being met. The project is now set to move forward with Geopacific Resources Ltd, an Australian listed company,
taking over the project late in 2017. The PNG Government has a 5 percent stake. The next step is to acquire
the necessary debt and equity to proceed. The mine is expected to produce about 110,000 ounces annually
(Geopacific Resources Ltd, 2017) (see Table 2).
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The 10-year economic outlook for PNG
Assumptions and methodology for the 10-year forecasts
Over the next decade, there will emerge a number of important events affecting the direction of PNG economy.
As discussed in Section 4, the Papua LNG Project is likely to get off the ground as will a number of large worldclass mines. These will have big impacts both in their investment phases and when production commences. In
the existing LNG Project, tax revenues and income distributions will steadily ramp up as accelerated depreciation
provisions phase out and as project debt is paid down. Not only will this provide a big positive impact to the
Government’s fiscal position, but it will also allow the Government’s development agenda to be financed. This
will mean a ramping up of public investment in the enablers – transport infrastructure, utility infrastructure,
education, higher education, law and order and health.
These emerging events are built into PNGGEM in generating a 10-year forecast of the path of the PNG economy.
PNGGEM is an economy-wide model of the PNG economy that is designed around the building blocks of the
economy – including households, businesses, Government, foreign trade, employment, land and capital . The
range of assumptions driving the growth forecasts are outlined in detail in Table 3.
Table 3: Forecast modelling assumptions

Commodity prices

Assumptions
Commodity prices in line with the
forecasts in Table 1.

Mining, oil and gas production Production profiles in line with the
forecasts in Table 2.
Papua LNG
Fiscal policy

Land policy

Law and order policy

Education policy

Assume the Papua LNG Project does
not go ahead
Spending in 2017 and 2018 consistent
with the 2018 Budget. For 2019-2021
the Budget deficit is assumed to be
kept in line with the 2018 Budget.
Beyond 2021, the Budget deficit is
assumed to remain at the 2021 level.
Consistent with the Vision 2050 and
PNGDSP policies of unlocking land
for development.
Consistent with Vision 2050 and
PNGDSP — police strength increases
4-fold by 2030 and crime rates halve.

Consistent with Vision 2050 and
PNGDSP —universal education by
2020.

Modelling method
Directly target commodity prices
in the modelling in accordance to
Table 1.
Directly target production profiles
in the modelling in accordance
with Table 2.

Directly target fiscal spending
and deficits in the modelling in
accordance with the assumptions.

Unwinding over time the land
constraints in the model.
Increase law and order resources in
accordance with the development
plans. PNGGEM has the
capability to link law and order
spending to crime levels and cost
to businesses.
Time-lagged changes applied to
the supply of semi-skilled labour
based on changes to the enrolment
rate and population growth
profiles.
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Higher education policy

Electricity infrastructure

Transport infrastructure

Consistent with Vision 2050 and
PNGDSP — 215,000 tertiary
graduates over 2015-2030.
Consistent with Vision 2050 and
PNGDSP — expand infrastructure to
reach 70% of the population by 2030.
Consistent with Vision 2050 and
PNGDSP —including doubling the
national road network.

Time lagged gains in the domestic
supply of skilled labour.
Productivity gains applied to the
modelling in accordance with the
literature.
Productivity gains applied to the
modelling in accordance with the
literature.

Omitted from the modelling assumptions is the Papua LNG Project despite the high likelihood of it proceeding.
If the Papua LNG Project was to be included in the modelling, then the trajectory of the PNG economy would
shift up sharply. This presents difficulty when presenting 10-year forecasts because the timing of the project will
play a big role. As there is much uncertainty about the timing and as the project has yet to be confirmed, it is
best to leave the Papua LNG project out of the forecasts so as to avoid skewing the results. Accordingly, the 10year forecasts need to be interpreted as exclusive of the Papua LNG Project. If the project goes ahead, then the
growth outcomes will be significantly higher than these forecasts.
In previous editions of the PNG NRI series Review and Forecast of the PNG Economy, two alternative scenarios
for the 10-year forecasts were presented to reflect alternative approaches to fiscal and development policy. It was
considered important to do this because of the considerable uncertainty surrounding fiscal and development
policy. The uncertainty arose out of conflicting messages provided by Government. On one hand, there was
a policy of fast tracking public investment in the enablers in accordance with the Government’s development
plans; but on the other hand, the Government had a conflicting approach of austerity when handing down the
annual budgets.
Following the election and the handing down of the 2018 Budget, it appears as though the austerity approach
has been abandoned. This is clear. Not just in the rhetoric but in the numbers. In the 2017 Budget, the austerity
approach led to the forward planning for expenditure reaching just K13.6 billion in 2021; exactly the same level
as in 2016. This has been revised in the 2018 Budget to K16.1 billion. The mechanism behind the austerity was
to provide unrealistically low revenue forecasts – an approach now abandoned in the 2018 Budget. For the first
time since the PNG NRI Economic Review series begun, the 2018 Budget has produced revenue forecasts that
are relatively close to those produced by PNGGEM.
As a result of the greater clarity in Government policy, for this edition of the PNG NRI Economic Review, there
will only be one forecast scenario. The forecast will incorporate Government policies of fiscal expansion and
public investment in the enablers as outlined in Table 3. Importantly, it is assumed that all revenues flowing from
the LNG Project will make their way to the Budget.

Macroeconomic growth forecasts, 2017-2026
PNG is in an unfortunate position of being a low-middle income country where poverty is widespread. This
situation can be explained by the 30-year period from 1976 to 2005 where non-resource GDP growth averaged
just 2.2 percent and was insufficient to keep pace with population growth (Figure 2). The poor growth outcomes
during this era can be explained by the almost non-existent public investments in the economic enablers –
education, infrastructure, and law and order. In turn, 30 years went past with no progress made against any of
the key socio-economic indicators (Department of National Planning and Monitoring, 2011).
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Figure 2: 50-year average annual GDP and non-resource GDP growth, 1976-2026

Sources: Compiled from PNGGEM modelling for 2017-26; PNG Treasury for 2007-2016; and for 1975-2006 the mid-point of
Treasury data in the annual Budgets, National Statistics Office, BPNG, ADB, World Bank and IMF (see Levantis and Sanida 2015).

The late 2000s saw a major shift in approach by the Government towards a focus on public investment in the
enablers as articulated in the development plans – Vision 2050, the Papua New Guinea Development Strategic
Plan 2010-2030, and the various Medium Term Development Plans. Growth in the decade since then has been
more in line with PNG’s Asian neighbours with non-resource GDP growth averaging 5.0 percent in the years
2006 to 2016 and total GDP growth averaging 5.9 percent (Figure 2). The past decade is therefore, the first
period since independence that development in PNG has moved forward.
The 10-year forecasts generated by PNGGEM for the period 2017 to 2026 point to a further period of economic
development. Non-resource GDP growth is forecast to average 5.1 percent over the next decade (Figure 2).
Average growth for total GDP is forecast to slip a little to 4.6 percent. Weaker average growth in the resource
economy in the coming decade is in line with the pattern shown in Table 2 with no new mining developments
expected to come on stream until the early to mid-2020s. This is in contrast to the previous decade which saw
the LNG Project came into production.
As discussed earlier, the Papua LNG Project is assumed not to go ahead in these forecasts. If it does go ahead,
non-resource GDP growth will receive a boost in the investment phase and then resource GDP will get a boost
when production starts.
These forecasts would mark a welcome turnaround from the recent weakness of the economy over the years 2015
to 2017. Non-resource GDP grew just 0.7 percent in both 2015 and 2016, and is forecast by PNGGEM to
recover modestly to 2.0 percent in 2017 (Table 4). Weak prices for oil, gas and copper have underpinned these
poor growth outcomes due to their big impact on Government revenues; forcing the Government to cut back its
spending. The austerity approach in the Budgets of 2015-2017 reinforced the approach of fiscal tightening. This
scenario of recession led by reduced revenues and fiscal tightening is much the same as for oil exporters across
the World. Economic growth amongst oil exporters averaged just 0.3 percent in 2015 and 1.9 percent in 2016
and is expected to be just 1.3 percent in 2017 (IMF, 2017a).
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Table 4: Forecast real GDP and non-resource GDP growth, 2017-2026

GDP
Non-resource GDP
Consumption, real
Investment, real
Govt spending, real
Export volumes
Import volumes

2017

2018 2019 2020 2021 2022

2023 2024

2025 2026

2.1
2.0
6.2
4.4
-8.4
4.3
5.6

3.0
4.2
6.8
1.7
8.5
-0.5
4.0

2.9
3.5
9.3
2.9
-3.9
0.9
4.4

3.5
4.5
8.3
3.1
3.4
0.3
5.2

3.8
4.8
8.5
3.5
3.7
0.3
5.2

4.5
5.5
7.6
4.5
6.9
1.1
5.8

4.9
5.8
7.5
5.7
6.7
1.1
6.0

7.2
6.7
5.1
7.9
7.5
10.3
7.6

2.4
3.5

2.2
3.5

2.0
3.6

2.5
3.3

2.8
3.3

Budget 2018
GDP
2.2
Non-resource GDP 1.9

5.9
6.5
6.0
8.5
6.7
3.8
6.7

7.8
7.3
4.5
8.0
10.9
11.5
7.9

average
2017-26
4.6
5.1
7.0
5.0
4.2
3.3
5.9

Source: PNGGEM modelling, and Table 1 of the 2018 Budget, Volume 1 for the Budget forecasts

The official Government forecasts for GDP and non-resource GDP reported in the 2018 Budget for 2017
are almost identical to those of PNGGEM (Table 4). However, the forecasts begin to diverge from 2018 with
PNGGEM providing a more optimistic outlook than the Budget forecasts. For the period 2018 to 2022, the
Government is forecasting growth each year of between 2.0 and 2.8 percent (Table 4). If this were to come true,
it would mean that PNG would regress to the path of non-development that it experienced in the first three
decades after independence.
The pessimistic outlook of the official forecasts are unlikely in the face of the productivity impacts of the
Government’s agenda for public investment. This is the finding of the PNGGEM modelling which fully
incorporates these productivity effects. The divergent forecasts between PNGGEM and those in the Budget
can be put down to the incorporation of these productivity gains. An alternative way to view this is to consider
the official forecasts to be more realistic in the event that the agenda for public investments in education,
infrastructure and law and order were not to proceed.
Amongst the regions of PNG, the Highlands Region is expected to show the weakest growth in the forecast
period of 2007 to 2016 with average growth of 3.3 percent (Table 5). At the other end is the Momase Region
with average growth of 6.6 percent. The difference can mostly be explained by developments in the resource
sector. Whilst the Highlands region is expected to have no new developments in the forecast period, Momase
is expected to have a number of projects, including the world-class Frieda and Wafi-Golpu mines (Table 2).
Growth in the non-resources sector is forecast to be consistent across the regions and in line with overall growth
in the non-resources sector.
Table 5: Forecast real Gross Regional Product (GRP), 2017-2026

Southern
Highlands
Momase
Islands

2017

2018

2019

2020 2021

2022

2023

2024

2025 2026

2.0
2.8
0.6
3.3

4.0
1.8
2.7
5.0

3.4
1.5
5.2
3.9

4.2
2.3
4.3
4.9

5.0
3.1
5.3
6.3

5.3
3.6
5.7
6.2

5.8
4.4
9.4
5.2

6.2
4.9
14.2
5.3

Source: PNGGEM modelling
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4.5
2.6
4.6
4.9

6.7
5.6
14.4
5.7

average
2017-26
4.7
3.3
6.6
5.1

Sectoral economic performance, 2017-2026
According to PNGGEM modelling, the sectors that have dragged down the economy in 2017 are construction
and government services. The construction component of GDP fell 0.2 percent and government services grew
just 1.0 percent (Figure 3). The other sectors exhibited steady growth ranging from 2.6 percent for mining, oil
and gas, to 5.1 percent for the transport sector. Inevitably, it is the reduction in government spending discussed
earlier that is responsible for the decline in government services; and it is cutbacks in public investment spending
that is the cause of the decline in the construction sector.
Figure 3: GDP growth by sectors, 2017-2026

Source: PNGGEM modelling

Looking ahead, the recovery in non-resources GDP in 2018 is expected to be broad based across the nonresource sectors, and led by the rural sector and the transport sector with growth forecast at 5.4 percent and 6.0
percent respectively (Figure 3). It is the resources sector that will drag down the economy in 2018, with a forecast
contraction of 0.9 percent. The contraction is a result of small declines expected in gold and oil production and
largely unchanged production of gas, nickel and copper (Table 2).
Over the next decade, PNGGEM forecasts solid growth across the private sector industries in the non-resource
economy with average growth ranging from 4.4 percent for construction to 7.6 percent for transport (Figure 3).
The transport sector is typically a strong beneficiary of development. This is because improved prosperity along
with investment in infrastructure leads to greater access to transport and greater mobility of the population. The
explosion in car ownership in the cities and towns of PNG over the past decade is a clear example. Moreover,
the transport industry benefits from increases in trade in times of growth. Government services are expected to
show more moderate growth, averaging 3.5 percent over the next decade. The resources sector is expected to have
average growth of just 2.8 percent with most of this coming in the early to mid-2020s as new projects come on
stream, although this may well prove to be a strong underestimate if the Papua LNG Project gets off the ground.

The fiscal outlook, 2017-2026
As discussed in Section 4, and in the last issue of the Review and Forecast of the PNG Economy, the Budgets do
a weak job of providing a clear picture of Government revenues and the Budget deficit because revenues from
mining, oil and gas are shrouded in secrecy and were poorly accounted for. Unfortunately, not a lot has changed
in the 2018 Budget. In 2017, only K77 million in revenue is expected to be raised from income taxes paid by
the resources sector and only K90 million is expected in 2018. As explained in Section 4, these amounts do not
even come close to reconciling with the amounts that the resource companies are reporting as being paid to the
PNG Government in their financial reports.

17

To make matters worse, the Government’s share of profits from the PNG LNG Project were being diverted
off Budget to KPHL. To what extent these profits were being converted to dividends that come to the Budget
was unknown because KPHL keeps its operations secret from public scrutiny. Although it should be said that
significant amounts are beginning to be transferred to the Budget from KPHL, including K300 million in 2017
and a budgeted K300 million in 2018. The key message here is that the amounts that are coming to the Budget
are discretionary decisions made at the political level and are not the amounts that are being earned by the LNG
Project, nor are they an accurate reflection of the revenues flowing to the Government.
The representation of fiscal activities in PNGGEM positions the LNG revenues within the Budget in accordance
with proper accounting methods to more accurately assess the government’s fiscal performance. In 2017,
PNGGEM estimates a total Government revenue of K10.65 billion which was made up of K9.29 billion in
taxes, K0.39 billion in non-tax income and K0.97 billion in foreign grants (Figure 4). Revenue is forecast to
grow to K11.89 billion in 2018 on the back of renewed economic growth driving higher tax receipts of K10.29
billion.
Figure 4: Forecast Government revenue by source of revenue, 2017-2026

Source: PNGGEM modelling

The forecasts in the 2018 Budget are for revenue of K10.98 billion in 2017, jumping to K12.73 billion in 2018.
Most of the discrepancies between the 2018 Budget and PNGGEM forecasts are attributable to non-tax revenue
which were much higher in the Budget. This reflects an initiative of the new Government to force income
earning statutory authorities and State-Owned Enterprises to transfer their proceeds and accumulated earnings
to the Budget. As this is a discretionary political initiative that has no impact on the true fiscal position of the
Government, it is not captured in the PNGGEM modelling.
The outlook to 2026 is for continued solid growth in Government revenue underpinned by robust economic
growth and by ongoing increases in tax and income earnings from the LNG Project discussed in Section 4.
Income from the LNG Project is forecast to help push non-tax income to K4.25 billion by 2026 and total
government revenue is forecast to reach K29.03 billion (Figure 4).
With PNGGEM expecting the true level of revenue for 2017 and 2018 to be lower than reported in the 2018
Budget, the true deficits for these years are expected to be larger at K2.27 billion and K2.84 billion respectively.
These are manageable deficits of 3.0 percent and 3.5 percent of GDP, respectively. The Budget deficits for 2019
to 2021 are assumed in the PNGGEM modelling to move in line with those specified in the 2018 Budget and
from 2022 are assumed to remain at K1.4 billion each year (Table 3). As a result, Government expenditure is
forecast to show solid growth in line with growth in revenue and above the level of revenue by the amounts of
the Budget deficits (Figure 5). In 2026, expenditure is expected to reach K30.43 billion.
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Figure 5: Forecast Government spending, 2017-2026

Source: PNGGEM modelling

Outlook for employment, 2017-2026
According to the PNGGEM forecasts, just 14,200 new jobs would have been created in 2017 (Figure 6). This
is a weak outcome driven by weak economic growth and compares with growth in the working-age population
of PNG of about 100,000 each year. Job creation is a core social welfare measure and its close correlation with
economic growth reinforces the importance of growth for the socio-economic development of PNG.
Figure 6: Annual full-time equivalent employment creation, 2017-2026

Source: PNGGEM modelling
Note: Full-time equivalent refers to the conversion of part-time employment to equivalent full-time numbers.

With a return to economic growth, 35,800 new jobs are forecast to be created in 2018 and further improvements
in job growth are expected through to 2026 (Figure 6). In interpreting these forecasts, it is important to
understand that these are full-time equivalent jobs, so if we consider part-time employment, the impact on the
number of people in work would be greater. For example, two people in part-time employment working half the
full-time hours would equate to one full-time job for the purposes of PNGGEM modelling.
At present, the rural sector accounts for by far the most employment – mainly farming in self-employed micro-
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enterprises in traditional village settings. Over the decade 2017 to 2026, 439,000 jobs are forecast to be created
with rural jobs making up 62 percent (270,000) of these (Figure 7). Most other new jobs will be in services,
including transport, commerce, construction, and Government services. In total, 133,000 mainly urban-based
service jobs are forecast to be created by 2026. This points to further rural-urban migration over the coming
decade which is consistent with the pattern of economic development seen across the globe.
Figure 7: Total 10-year full-time equivalent employment creation by sector, 2017-2026

Source: PNGGEM modelling
Note: Full-time equivalent refers to the conversion of part-time employment to equivalent full-time numbers.
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Conclusion
This paper is the fifth in the PNG NRI economic modelling series on Review and Forecast of the PNG Economy.
As the basis for the modelling, the paper presented updates on the global and regional economy, and the global
markets for PNG’s key commodities (which include oil, gas, metals, and cash crops), as well as updates and
outlook for PNG’s resources sector up to 2026.
The modelling uses PNGGEM to generate economy-wide impacts with key assumptions on commodity prices;
mining, oil and gas production; Papua LNG; fiscal policy; land policy; law and order; education policy; electricity
infrastructure; and transport infrastructure. A key point is that the potential impacts of the Papua LNG Project
is excluded from the modelling to avoid outliers. This means that if Papua LNG commence operations, the
estimates in this paper would be an underestimation of the potential impacts.
The key conclusions of this paper are as follows:
•

In terms of the macroeconomy, the 10-year forecasts generated by PNGGEM for the period 2017 to
2026 point to a further period of economic development. Non-resource GDP growth is forecast to
average 5.1 percent over the next decade while the average growth for total GDP is forecast to slip a
little to 4.6 percent. Weaker average growth in the resource economy in the coming decade is in line
with the expectation of no new mining developments to come on stream until the early to mid-2020s.
This is in contrast to the previous decade which saw the LNG Project come into production.

•

On sectoral impacts, over the next decade, PNGGEM forecasts solid growth across the private sector
industries in the non-resource economy with average growth ranging from 4.4 percent for construction
to 7.6 percent for transport. The resources sector is expected to have average growth of just 2.8 percent
with most of this coming in the early to mid-2020s as new projects come on stream – although this
may well prove to be a significant underestimate if the Papua LNG Project gets off the ground.

•

In terms of the fiscal outlook, the paper argues that Budgets do a weak job of providing a clear
picture of Government revenues and the Budget deficit because revenues from mining, oil and gas are
shrouded in secrecy and are poorly accounted for. Nevertheless, based on the modelling assumptions,
the outlook to 2026 is for continued solid growth in Government revenue underpinned by robust
economic growth and by ongoing increases in tax and income earnings from the LNG Project. Income
from the LNG Project is forecast to help push non-tax income to K4.25 billion by 2026 and total
government revenue is forecast to reach K29.03 billion.

•

Finally, the modelling predicts that between 2017 and 2026, an average of 43,900 jobs per annum
will be created, with rural jobs making 62 percent of the jobs. Job creation is a core social welfare
measure and its close alliance with economic growth reinforces the importance of growth for the socioeconomic development of PNG.
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