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e Fuel plays an important role in the economy of a country however
Papua New Guinea (PNG) faced acute fuel shortages in the recent
past.

e 'The fuel shortages that were experienced in PNG was because of
problems associated with accessing adequate foreign exchange.

 'The shortages of fuel supply have adverse impact on proper business

operations, especially the transport sector that has a multiplier effect
on other sectors of the economy.

 Sustainablesupply of fuel in PNG can be enhanced by the collaboration
between the government, fuel importers and marketers and the Bank
of PNG to find a lasting solution.
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Fuel shortages have the potential to threaten business

operations especially transport services in the country.

Papua New Guinea (PNG) engages heavily in trade with
the rest of the world, but lacks sufficient foreign exchange
reserves, making it difficult to import fuel from overseas
(The National, 2021). If the foreign exchange problem is not
addressed in a sustainable manner, the fuel shortages may
continue to occur from time to time. The availability of foreign
exchange will provide fuel importer with the opportunity to
import fuel from abroad and distribute it in the country. As
most sectors of the economy needs fuel directly or indirectly
to operate, fuel shortages have the potential to slow the PNG
economy and raise the price of goods and services, which
will have adverse effects on the welfare of households. If fuel
shortages are addressed in a sustainable manner it will result
in a “win-win” situation for the investors, the government and

households.
Background of recent fuel shortages in PNG

According to Independent Consumer and Competition
Commission (2019), the PNG Government entered into
an agreement with InterOil in 1997, known as the ‘Project
Agreement’. It enables InterOil to build a refinery ac Napanapa
and to have a monopoly on the supply of petrol, diesel and
kerosene in PNG. It was expected that all wholesalers would
purchase the products from the refinery. However, in 2007
the refinery ran out of fuel because of crisis. Mobil began to
import fuel and supply Islands Petroleum and Niugini Oil
with imported products. In 2014, Puma Energy purchased the
Napanapa refinery and continue to import fuel too. In 2015,
the Bank of PNG (BPNG) released foreign exchange directives
that restricted businesses and individuals from holding foreign
currency accounts with commercial banks, leading to a tight
control over foreign exchange flow (7he National, 2015).

The more recent fuel shortages in PNG were because Puma
Energy, which is the largest fuel importer in the country faced
challenges in accessing foreign exchange to buy fuel from
overseas (Chai, 2024). It resulted in the shortage in the import
of fuel and consequently contributing to fuel shortages in
the country. This led other fuel companies such as OK Tedi
Mining and Air Niugini move to secure their own supplies.
ExxonMobil PNG brought in additional fuel shipments,

while Kumul Petroleum started creating its own fuel storage

and distribution infrastructure (Chai, 2024). It prompted the
government to engage with the Bank of PNG and Bank of

South Pacific to provide short-term relief to Puma Energy.
Impact of fuel shortages on business operations

Some impacts of fuel shortages on business operations include
the following:

* Restriction in the distribution of goods. Fuel
shortage creates obstacles in the supply chain and
hinder business operations. It contributes to the loss
of sales, dissatisfaction of customers and increases in
the cost of doing business.

* Decline in public transport services. Fuel rationing
measures are associated with limited public transport
operations, The provision of public transport is likely
to decline as the public transport operators may get
lower income compared to when there was no fuel
supply crisis in the country. This could limit the supply
of public transport. With the fuel shortages affecting
public transport, operators may need to increase fares
to continue operation, which some passengers may

find difficult to afford.

* Increase in prices of goods and services. The limited
fuel supply hinders the distribution of goods, causing
some businesses to increase their prices due to the
difficulty in transporting products. Some businesses
may capitalise on the issue of increased fuel prices
in the country by charging high prices on goods and
services.

* Decline in aviation business operations. Shortages
of Jet Al fuel results in the cancellations of flight
schedules, which has adverse impact on the overall
aviation industry in the country. According to Werley
(2024), the aviation fuel supply shortages in that
was experienced in PNG earlier in 2024 affected the
Ethnos360 Aviation operation in the remote parts of
PNG. Jet fuel is used by the helicopters and Kodiak
planes to deliver supplies, provide medical evacuations,
and get missionaries in and out of isolated villages.
Unfortunately, the Jet fuel supply rationing and
restriction tend to affect the operations of Ethnos360
Aviation in the remote areas of PNG. The cancellation
of flights by airlines results in the loss of revenue to
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the airline operators, loss of revenue from tax for the
government and individual passengers also lose money
and time.

Approaches to addressing the fuel shortages
problem in PNG

*  Government of PNG should consider increasing
investments in renewable energy sources to reduce
dependence on imported fuel and provide sustainable
and reliable energy sources. Alternative energy sources
can be used such as solar energy, wind energy, biomass
energy and other energy sources.

*  Government of PNG to work in partnership with
the BPNG to address foreign exchange shortages in
the country by introducing measures to boost foreign
exchange inflows through diversifying the economy
and promoting non-commodity exports. PNG should
be made more attractive and conducive for investment.
There is a need to invest more in tourism sector to
increase foreign exchange earnings.

*  Negotiate a better for domestic market obligations in
new and existing projects to ensure the supply and
production of fuel for domestic markets, reducing
dependence on foreign suppliers. Domestic market
obligation policies and intervention will have a positive
impact in the country by increasing oil and gas supplies
within the country at low cost.

*  Government should prioritise debt management and
continue to reduce debt-to-GDP ratio to promote
a more stable economic environment and indirectly
address the fuel supply issue. That is, if debt is managed
and there is decreasing need for repayment of debt
in foreign exchange, then more foreign exchange is
available for imports including fuel.

*  Government should consider
downstream processing of the crude oil in PNG to
provide the needed petroleum products in the country.
This means the construction of more refineries in PNG
to supply fuel, provide more employment opportunities
and revenue for the government at the same time
improve the country’s balance of payment.

encouraging more

Conclusion

Adequate fuel supply is important for proper transport services,
effective business operations, and sustainable development.
Providing a sustainable fuel supply issue is crucial for the
PNG economy and business operations. The Government of
PNG and BPNG in collaboration with fuel importers should
consider working towards minimising the occurrence of fuel
shortages. They should ensure that PNG has a stable and secure
fuel supply to ensure effective and eflicient business operation,
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and sustainable economic growth in the country.
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