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Introduction:  

This lesson is based on case study 2 “Papua New Guinea and Its Economic System” 

Instructions 

1. In your Exercise Book, copy the Header and the learning outcome. Make sure that your 

Handwriting is neat and legible. Go through your lesson notes and attempt the Practice 

Exercise in you exercise book.(We will be checking your Exercise Book when you return to 

School) 

 

 

 

 

Please read your Lesson notes (resource) and complete the Practice Exercise 18 below 

Resource 18: Case Study 2: Papua New Guinea and Its Economic System 
 
Papua  New  Guinea’s  economy  includes  a  formal  sector  based  on  exports  of  natural 
resources and a large informal sector that relies heavily on subsistence farming and other 
economic activities.  
 
PNG  is  a  free  market  economy  but  with  a  larger  portion  of  its  population  still  reliant  on 
subsistence farming.    The government owns major infrastructures and services like airlines and 
electricity plants. It is seen as a mixed economy.  
There has been a huge increase in the resources sector (mineral, oil and gas) in PNG and this  
has  triggered  economic  growth  at  a  rate  of  5.4%  annually  since  2000.  PNG is seen as 
the leading country in the Pacific region in terms of economic growth, government policies and 
international relations between the pacific and the world. 
 
The Economic System in PNG 
 
The economic system in PNG is entirely a mixed economy where the business sector trade 
through the free market concept while the majority of the rural population still depend on 
traditional agricultural practices for survival and solving their social and economic welfare.  
The government still has control over major infrastructures and utilities like roads, bridges, 
electricity and water.  
 

Subject: Grade 11 Economic 

Term 1 

Week 8 Lesson Number: 18 

Date: ___/____/2021 

Topic: Economic Decision 

Sub Topic:  Papua New Guinea and Its Economic System” 

Learning outcomes: At the end of this lesson, you should be able to: 

1. explain Papua New Guinea’s economic system 
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Economic Growth in PNG 
 
PNG has experienced continuous economic growth for the last ten years mainly riding on the 
exploration and development of petroleum and gas sectors. This attributed to an average 
economic growth rate of 5% annually since 2000. The PNG economy was expected to grow at 
this rate in 2015. This however depended on the commodity price of oil and gas on the world 
market.  
 
Economic Motivation in PNG 
 
The majority of the population lives in rural areas and is engaged in subsistence farming and 
small economic activities. The government has therefore shifted its policies to include this 
majority of the population to participate in economic development at a wider level of the 
economy.  
 
The most notable policy changes that encourage economic participation are; 
•  SME  policy  (Small  Medium  Enterprise)  through  the  creation  of  micro  banks  by  the  
government  and  other  commercial  banks,  the  government  has  injected  funds  into  these 
micro banks for local people to access  and  make business at a micro level. This has seen as 
major increase in small businesses in PNG.  
• The PPP program (Public Private Partnership). This program encourages local businesses and 
foreign investors to partner with the government in business ventures in the country.  
However the public system put in place to carry out these changes seems to be ineffective,  
as  a  result,  the  allocation  and  distribution  of  resources  are  uneven  and  more  of  the 
population has missed out on government benefits. 
 
Facts and Features of PNG Economy  
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Png information source. World Bank report Google search 2014 

 
Exports and Imports 

 
Even though the allocation of resources is uneven, the government is building more roads for 
the rural population to have access to major town and cities in PNG. 
For example, the Trans Island Highway.  
 
The  Free  Education  policy  of  the  government  is  another  way  which  tries  to  allocate  
more resources to the larger percentage of the  population. The number of school children in 
PNG has increased dramatically with this policy.  With  two  LNG  (Liquefied Natural  Gas)  
projects with  a  life  span  of  60  years  and  an  influx  of  foreign  investment  into  PNG,  the  
economy continues to grow. 
 
The economic system in PNG is mainly seen as fair. The free market approach in businesses 
has seen to accommodate the government driven SME policy (Small Medium Enterprise) for 
local businesses to operate. This is seen as a good feature of the economic system in PNG.  
However hard the government is trying to deliver services right down to the grassroots level in 
PNG, it is always slowed down by the government processes. That is the negative side of the 
economic system in PNG.  
 
The FDI (Foreign Direct Investment) from overseas firms into PNG has increased in the last five 
years which is an advantage of the economic system in place. 
Main issues in PNG Corruption is seen as an important issue that needs to be addressed 
seriously in PNG. While foreign political and economic analysts have branded PNG as one of 
the corrupt countries, it has not yet become a major problem.  
The  delivery  of  basic  services  like  health,  education,  water  supply,  communication, 
transportation, electricity has not reached the majority of the population in rural areas. That is a 
major concern in PNG. 
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Now attempt Practice Exercise 18 

Practice Exercise 18 

Read Resource 18 on Case Study 2: Papua New Guinea and Its Economic System and 

answer the questions.  

1. State what is the case study about? 

2. Explain free market economy. 

3. Describe the economic system that PNG uses 

4. How does commodity price of oil and gas on the world market affect the economic growth 

of Papua New Guinea? 


