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e 'The government introduced goods and services tax (GST)
exemption on 13 basic goods during the 2025 National Budget
presentation to ease rising cost of living.

e The prices dropped as expected in June 2025 but not by full 10
percent for some GST exempted goods.

e For some GST exempted goods, the prices increased after
implementing the policy due to depreciation of the Kina, increase
in minimum wage rate, short supply of basic goods and other
factors.

* Another policy option available to ease high cost of living is to
provide tax relief on essential imports.
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Introduction

everal calls have been made to address higher price pressure
S in the country. Wangi (2024), for example, proposed for

the government to reduce or remove goods and services
tax (GST) on selected essential items. GST is a consumption
tax applied on most goods and services at the point of sales
and is considered as one of the main sources of government
revenue. During the presentation of 2025 National Budget,
the government officially approved the removal of 10 percent
GST on 13 basic goods (Department of Treasury, 2024). The
policy aimed to ease rising cost of living that many families
were struggling to afford. It came into effect on 1 June
2025 and expected to last for a year. However, the period of
implementation was extended to 31 December 2026 through
the 2026 National Budget. During this period, shoppers would
not pay any GST on the designated goods at the counter. The
tax relief could support families to buy additional goods with
the savings from the exemption or use the savings for other
purposes. Despite this policy effort, high cost of living has
remained the central concern to many families in the country.
As the policy is associated with welfare of the people, the PNG
National Research Institute has monitored the prices of GST
exempted goods in Port Moresby before and after the policy
implementation. This article discuses some of the observations
during the price checks.

GST exemption policy

The government approved the GST exemption on 13 basic
goods during the presentation of the 2025 National Budget.
The tax relief was aimed at easing the financial burden on
families by 10 percent and ensured ordinary people could
afford to buy these basic goods at lower prices. The tax relief
applied on a range of items including baby diapers, tinned fish,
cooking oil, biscuits, wheat flour, chicken, instant noodles,
coffee, tinned meat, rice, sanitary pads and tampons, soap and
tea. Of these, 10 were classified as food and three as non-food
items. Under each item category, several types and varieties
were included in the policy. For instance, rice includes varieties
such as basmati, jasmine, long grain, and brown rice that are
commonly consumed by PNG households. Table 1 provides
full descriptions of the items. Other items not specified in the
list have continued to attract the standard GST rate.

The GST zero-rating on the essential items came into effect on
1 June 2025. The Internal Revenue Commission (IRC), as the
lead state agency, has enforced the policy across the country
with the technical support from Independent Consumer and
Competition Commission and PNG Customs. In particular,
IRC has ensured that the retailers and wholesalers complied
with the policy by reflecting zero-rating of GST in their
pricing. Non-compliance of the policy would attract penalties
under the Goods and Services Act 2003. The government
extended the GST exemption to 31 December 2026 during
the presentation of the 2026 National Budget (Department of
Treasury, 2025). This policy intervention has been provided at
a substantial fiscal cost to the government.

Table 1: GST exempted items

No. Item Description

1 Baby diapers | Disposable diapers designed for

babies

Various canned fish (like mackerel,
tuna, salmon, sardines)

2 Tinned fish

3 Cooking oil | All edible vegetable oils (like soybean,

canola, sunflower)

Cream crackers, water biscuits,
savory and salted biscuits

4 Biscuits

5 Wheat flour

Wheat or meslin self-raising flour for
household use

6 Chicken Whole chicken (fresh, chilled,
frozen) and pieces with bones

7 Instant Dried noodles with seasoning sachets

noodles in retail packs

8 Coffee Instant and brewed coffee,
caffeinated or decaffeinated

9 Tinned meat | Canned chicken, pork and corned
beef for household consumption

10 | Rice Common varieties consumed in

households

Female hygiene products

11 | Sanitary pads

& tampons
12 | Soap All solid bar soaps
13 | Tea All types and packaging

Source: IRC (https://irc.gov.pg/pages/taxes/businesses-and-employers/

gst-zero-rated-goods)
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Price checks of GST exempted goods

The prices of a few goods were examined before and after the
implementation of GST exemption policy in 2025. It was noted
that major supermarkets in Port Moresby responded to the GST
policy by placing two clearly marked price tags on the shelves
for exempted goods. The prices before GST exemption were
displayed on white paper cards and prices after GST exemption
on yellow paper cards. Despite the implementation of the
policy, some people continued to raise concerns on the rising
cost of living (The National, 2026). Following the concerns,
the prices of the same goods were examined again in 2026. Two
notable observations were made during the price checks.

In the first price check conducted in June 2025, it was noted
that the prices for some GST exempted goods dropped but
not by full 10 percent. This could be related to enforcement or
compliance or other underlying factors. Here are four examples
of price changes observed in a supermarket. First, ocean blue
tinned fish (425g) was sold at K7.95 before the policy. Following
the implementation of the policy, it would have been sold at
K7.16 but instead at K7.23 (see Figure 1). The retail price was
K0.06 higher than the expected GST exempted price. Second,
trukai rice (1kg) was sold at K7.20 before the policy. After the
policy, the price would have been K6.48 but instead was selling
at K6.55. The price was K0.07 higher than the expected price.
Third, price for zenag chicken kaikai (900g) was K18.00 before
the policy. After the GST exemption, it was sold at K16.32,
KO0.12 higher than the expected price. Fourth, protex soap
(90g) was sold at K3.00 before the GST exemption. After the
policy, price dropped to K2.85 but was K0.15 higher than the
expected price of K2.70.

In the second price check conducted in April 2026, it was noted
that the prices for some GST exempted goods increased after
the first check while others remained the same. Of the same
four goods in the same supermarket, price of ocean blue tinned
fish (425g) remained unchanged at K7.23, price of trukai rice
(1kg) increased to K6.64 from K6.55, price of zenag chicken
kaikai (900g) increased to K18.32 from K16.32, and price
of protex soap (90g) increased to K3.40 from K2.85. Similar
price changes were observed across a number of GST exempted
goods. However, the magnitude of price change varied between
the supermarkets. For instance, another supermarket was
selling ocean blue tinned fish (425g) at K7.00, trukai rice (1kg)
at K6.80, zenag chicken kaikai (900g) at K19.90 and protex
soap (90g) at K3.30. A few price falls sighted among the GST
exempted goods were related to discounts.

In actual monetary value, the price of each GST exempted good
has been reduced by a kina or a toea. The price reduction has
brought relief to some families that regularly buy basic food
items such as tinned fish, rice, noodles, wheat flour, cooking oil,
coffee, tea, chicken and biscuits. However, other families have
continued to feel the high cost of living pressures (The National,
2026). Under this policy, only GST component was removed,
so the prices could still fluctuate. As observed in the second
price check, the prices of some GST exempted goods increased
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after the implementation of the policy. The price increases have
been visible on the shelves in the supermarkets.

High cost of living is not only emanating from the price increases
in GST exempted goods, but also from higher prices of non-
exempted goods and services. For instance, some supermarkets
in Port Moresby are currently selling lamb flaps above K35.00
per kg, eggs above K13.00 per dozen, pork belly above K45.00
per kg, miracle butter above K10 per piece, cabbages above
K7.00 per kg, and apples above K20.00 per kg. In addition, fuel
prices are fluctuating above K4.20 per litre for diesel and petrol
while airfares are among the highest in the world. The next
section explains why the prices are increasing or continuing to
remain high.

Figure 1: Prices of GST exempted goods (kina)
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Factors keeping prices high

Since the policy implementation, the prices of some GST
exempted goods have remained high due to a combination of
internal (currency depreciation, increase in minimum wage,
shortage of basic goods) and external (high energy prices, global
inflation, high shipping costs) factors. The high prices have
continued to put pressure on cost of living and subsequently
affecting the welfare of people. This article explains three
internal factors.

First, PNG heavily imports goods and services from overseas
suppliers. As the Kina continues to depreciate against major
currencies under the current exchange rate reform program,
importers are paying more Kina to buy essential goods
for consumption and inputs for production. For instance,
between January 2024 and January 2026, the Kina depreciated
by 12.4 percent against the United States dollar and 14.9
percent against the Australian dollar. The prices of imports
have increased in response to the depreciation of the Kina
since January 2024 (Wangi, 2025). Firms are passing on the
additional cost of imports to consumers in the form of higher
prices. The depreciation burden is ultimately paid by consumers
at the counter in the supermarkets. In addition, the high import
prices have partly offset the 10 percent price reduction gained
from GST exemption, and significantly reduced the purchasing
power of the currency and severely affected the welfare of the

people.
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Second, the minimum wage rate increased to K5.00 per hour
in January 2026. Since the implementation of the minimum
wage policy, many people working in the retail, wholesale and
manufacturing sectors have been benefitting from the new
rate. While this policy has improved the take-home pay of low-
income earners, the adjustment has raised cost of doing business
in the country. In December 2025, several concerns were
raised on the decision to increase the minimum wage rate (The
National, 2025). The retailers, wholesalers and manufacturers
recover the additional labour costs by charging higher prices for
goods they produce and sell including the essentials. Again, the
consumers are paying the burden of new minimum wage rate
at the counter.

Third, shelves labelled for basic goods in some supermarkets in
Port Moresby are empty. It normally takes a number of days
to replenish supply but runs out again. The GST exempted
items such as tinned fish (dolly), chicken (zenag kaikai, 900g)
and biscuits (liklik wopa) are among those in short supply for
various reasons. To illustrate, the chronic foreign exchange
issue and Kina depreciation have adversely affected the supply
of imported goods and inputs. The shortage generates high
demand for basic goods, causing prices to increase. This
situation forces consumers to buy substitute goods like tinned
meat, lamb flaps and bread. The high demand for substitutes

causes their prices to increase as well.

What more needs to be done?

While the GST exemption policy aims to make basic goods
cheap, cost of living remains high in the country. The prices
of some GST exempted goods and non-exempted goods have
continued to increase. Wangi (2024) suggested several policy
options to address high price pressure in the country. Given
the current situation, providing tax relief on basic imports is a
better option. Import tax raises prices for both households and
businesses. Reducing or removing import tariffs and duties on
selected items can make imported goods more affordable and
increase consumer choice. As this policy is available at a fiscal
cost to the government, the selection should consider essential
goods households need for consumption and intermediate
inputs firms require for production. Reducing import tariffs is
a recognised strategy used to lower high cost of living.

Conclusion

The government introduced GST exemption on 13 basic goods
during the 2025 National Budget to ease high cost of living
in the country. The supermarkets responded to the policy by
reducing the prices of basic goods. However, prices for some
GST exempted goods were reduced by less than 10 percent.
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This could be related to enforcement or compliance or other
underlying factors. After the policy implementation, the
prices of some GST exempted goods have increased due to
depreciation of Kina, increase in minimum wage rate, shortage
of basic goods and other factors. Higher prices have negatively
affected the livelihood of the families and their welfare. Hence,
more government interventions are needed to ease high cost of
living pressures. An appropriate policy option is to provide tax
relief on basic imports.
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