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Preface 

Papua New Guinea has one of the highest population growth 

rates in the Asia-Pacific region, reckoned at about 3.1% per 

annum; it has a relatively small formal sector, employing only 

a modest portion of the total available workforce, and formal 

sector employment growth has also been sluggish, albeit 

sometimes with large fluctuations associated, for example, 

with major resource construction projects. Formal sector 

employment growth has barely kept pace over the years with 

population growth, let alone absorbed any increased portion 

of the balance of the workforce. 

Generating extensive employment and income earning 

opportunities, with the workforce gaining improved terms 

and conditions of employment, are high priorities for Papua 

New Guinea and public policy, as with other countries. How 

best to achieve these multiple outcomes has been a major 

consideration of the system of wage determination in PNG, 

going back to 1945, but particularly since 1972, when the first 

Minimum Wages Board was established. However, as this 

Discussion Paper by Drs Luke T. Jones and Paul A. McGavin 

highlights, the issues and responses need many more tools 

than simply application of Minimum Wages Determinations, 

or even wider Labour laws and regulations. There is need  for 

a much wider set of conditions conducive to investment and 

employment generation; education and skills development; 

and well-coordinated economic and social policies; along 

with consistent application of the rule of law.  
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Human resource data in PNG are sparse and unreliable. 

Rather than improve over the years, data collection and 

provision by government agencies have tended to deteriorate, 

despite the availability of improved electronic 

communications and data collection technologies and 

analytical tools. 

The Institute of National Affairs has undertaken public policy 

research and facilitated dialogue with government on key 

policy issues and concerns over the past 40 years. 

Employment and employment generation have consistently 

been a major issue of concern and attention for the INA, with 

various researchers having undertaken studies in this field 

with the Institute over these decades. Professor McGavin has 

undertaken intensive research on the labour market and 

employment in PNG for much of that period – largely with 

the INA – and has gained an incomparable level of 

understanding of the dynamics of employment generation 

and conditions in the country since Independence, and has 

worked closely with Dr Jones since the end of the 1990s. 

In 2014 Drs Jones and McGavin undertook an extensive 

study of the PNG labour market with the INA, with funding 

from the Australian Aid program, at a time when there was 

an increasing dearth of reliable publicly-available data. The 

study collected and analysed the most extensive and detailed 

data base on employment ever undertaken in PNG. It did not, 

however, entail a population survey or random sampling, so 

the findings cannot with sureness be extrapolated to provide 

statistically representative population data. Nevertheless, 

data from the study provides an invaluable resource and 
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indication of the issues and trends – including again 

highlighting the need for routine and reliable collection of 

employment data by the respective authorities, notably the 

National Statistical Office and the Labour Department. 

Following the publishing of the report, Grappling Afresh with 

Labour Market Resource Challenges in PNG in 2015/2016, 

Jones and McGavin have further examined the data, and the 

Institute is proud to publish this Discussion Paper examining 

and explaining further the characteristics of the PNG labour 

market and income levels within that market, and assessing 

the role and effectiveness of wages determination 

mechanisms over the course of the decades in achieving 

policy outcomes. As highlighted in this paper, the wages 

determination or wage deregulation arrangements clearly 

play a role in policy outcomes, but more specifically as part 

of a wider range of policy tools available to set suitable 

conditions for investment and broader economic participation 

and development. Operating narrow wages or labour policies 

in isolation from – or even sometimes contrary to – wider 

economic and social policies invariably limits the capacity to 

achieve intended outcomes. 

This discussion paper provides invaluable material, both 

background information on the history of and mechanisms 

applied to wage setting and the labour market in PNG and 

analysis and explanation of the effectiveness of these 

different mechanisms in the wider economic setting. 

Some 40 years after making an initial commitment to do so, 

the Government is planning to introduce a National 

Employment Strategy upon the accession of PNG to 
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membership of the International Labour Organisation of the 

United Nations. This enhances the timeliness of the release of 

this INA Discussion Paper. With PNG experiencing tight 

prevailing economic conditions, partly influenced by external 

market factors, but also substantially determined by current 

and some more structural domestic constraints, this 

discussion paper provides valuable data, data analysis and 

recommendations that are fundamental to employment 

generation and also pertinent to wider economic 

management. The paper highlights that data and data analysis 

go hand-in-hand with reasoned economic and social policy 

formulation and management. INA is proud to present this 

Discussion Paper as essential reading for economic and social 

policy makers and researchers in PNG, and particularly those 

with a specific concern for employment generation and work 

conditions in the nation.  

 

Paul Barker  

INA Executive Director 

November 2017 
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Chapter 1 

Wage differentiation in Papua New Guinea 

Prologue 

Discussions about the distribution of wages in developed 

economies are commonplace but invariably involve 

comparisons among wage earners in regulated formal wage 

employment. Developing economies are more often 

characterised by pluralist economies with employment in 

regulated or formal sectors, and in unregulated or informal 

sectors. The latter include subsistence farmers, informal 

traders and wage employees outside regulatory frameworks. 

These sectors operate alongside each other and may conduct 

exchanges at the periphery, but otherwise remain separate. 

This chapter utilises data collected over the period 2013-2014 

to investigate wage differentiation in the pluralist society of 

Papua New Guinea. These data highlight significant 

differences in wages within and between sectors, with 

employees in the unregulated retail sector receiving the 

lowest wages. This analysis shows that the present minimum 

wage sits below the average wage in the formal sector and the 

informal sector, but above wages in unregulated wage 

employment. Because of the scarcity of wages data in Papua 

New Guinea and other pluralistic economies, this evidence 

should be of keen interest to national and international 

researchers, policy makers and international labour and 

development agencies. 
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Introduction 

Papua New Guinea (PNG) is marked by distinct social and 

economic pluralism (Dorney, 1990; Connell, 1998). The 

largest division is between the primarily subsistence-based 

rural population, 88% of the total population from the latest 

Census of 2011, and the much smaller market-orientated 

urban population (NSO, 2013). In urban regions, the division 

is most readily seen in the operation of three separate groups: 

the formal regulated sector, the informal unregulated sub-

sector and the informal trader sub-sector. The first grouping 

represent employees who work in contexts familiar to formal 

enterprises globally – employers and employees operate in a 

fixed location, with defined premises and marketing 

functions that identify the entity. This sector mainly operates 

within existing industrial, taxation and enterprise regulations. 

As would be expected, unregulated sub-sectors and informal 

trader sub-sectors operate outside regulatory frameworks, 

including outside existing industrial standards for wage 

levels, leave and superannuation provisions. Typically, the 

enterprises in informal unregulated trader sub-sector are 

small retail stores, mostly by Asian immigrants (legal and 

illegal). In contrast, the informal urban trader sector is 

dominated by indigenous street sellers and street service 

merchants such as shuttle buses. Workers in this sector 

generally do not earn a wage, but instead earn incomes 

derived from business surpluses (Levantis, 2000; McGavin, 

2001; Jones and McGavin, 2016).   

The ability to measure variations in wage and income 

levels across different economic and social sectors is 
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important for public policy and business policy analysis and 

decision.  These data are crucial for market analysis, market 

targeting and the development and review of public policies 

relating to minimum wages, poverty alleviation, business 

regulation and industrial regulation. PNG has very little 

wages and incomes data, and that which does exist is dated 

(IMF, 2014). As a consequence, a great deal of public policy 

debate occurs without reference to data and statistical 

analysis. This is particularly relevant to minimum wage 

debates which are the subject of considerable public interest 

and political intervention (Imbun, 2015).    

Lacking data for incomes in the subsistence sector, this 

chapter addresses differences in wage and income levels in 

the formal regulated sector, the informal unregulated sub-

sector and the urban informal sub-sector. The chapter begins 

with an overview of existing research and statistical data on 

wage, income and employment levels in PNG. There follows 

an examination of the methodology used to collect and 

interpret the data here presented. The third section gives an 

overview of wage and income findings by sector, and the 

final section compares the findings from this study with 

previous research.   

Existing research and statistical data 

Saget (2008:34) identifies the difficulty of gaining 

information about wage and income levels in formal and 

informal sectors in developing and pluralistic economies. 

This problem has consistently hampered employment and 

wage policy analysis in PNG where the collection of wage 
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and income data has generally relied on small-scale, one-off 

surveys that prevent ready comparison over time (Gibson, 

2013; Imbun, 2015). The need for better and more timely data 

has been recognised for some time in academic and policy 

research. McGavin (1986:1) identified: 

The first thing to note in any analysis of labour activity 

in Papua New Guinea is the parlous state of statistical 

information.  

Similar sentiments have been echoed in nearly every account 

of the labour market (McGavin (1991, 2001), Levantis 

(1997a, 2000), Booth (2009), ILO (2008) and policy areas in 

general (Batten and Duncan, 2010:26; Hughes, 2003; Howes 

et al, 2014).  

Underpinning these problems is the failure of the 

national government consistently to collect, process and 

publish labour market statistics. The National Statistical 

Office (NSO) is responsible for generating and maintaining 

statistical products. In practice, it is ill-equipped to perform 

this role and, in the case of wages and incomes, does not 

collect data. Given the absence of official data, most analysis 

relies on research undertaken by international development 

agencies, academics and private research groups.  This 

research can be broadly divided into two parts: 

1. Large scale surveys using stratified data collection. 

These surveys include the 1985/90 Urban Household Survey 

(UHS), the 1996 PNG Household Survey (PNGHS) and the 

2009/10 Household Income and Expenditure Survey (HIES). 
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Of these the HIES survey is by far the most detailed and 

complete.1  

2.  Small-scale surveys using opportunistic sampling. 

Transport and security considerations make conducting 

research in PNG very expensive. As a result, academics and 

the private sector have tended to rely on small-scale snapshot 

surveys. Although conducted rigorously, these surveys 

cannot afford the resources necessary to conduct stratified 

and representative sampling. The results are “best efforts” 

data sets which, in the absence of any other data, have been 

used to conduct policy analysis. The major studies in this 

category include McGavin (1986, 1991, 2001) and Levantis 

(1997, 1997b, 2000).   

Gibson (2013) presents an across-time comparison from 

the UHS (1986) and HIES (2009/10) data sets for the 

National Capital District (the largest urban region in PNG). 

He identifies a very significant fall in real median hourly Kina 

(K) wages in the formal sector and the informal sector 

between 1986 and 2009-2010. The real value of the median 

wage in 2009-2010 was just over one-third of the 1986 level 

and the informal sector real returns were approximately half 

of the 1986 level (Gibson 2013:20). These results are not 

surprising, the 1992 deregulation of the minimum wage 

resulted in urban worker weekly minimum wages falling 

                                                        
1 The HIES survey was comprehensive, but has been little used by either 

public policy analysts or private researchers. The reasons for this are 

unclear, but the need for specialised statistical software to access and 

analyse the data undoubtedly contributes. 
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from K61.60 to K22.96 per week. This deregulation, in 

conjunction with very high levels of inflation, particularly 

since 1994, dramatically impacted real wages.  

Research undertaken by McGavin (1991, 2001) and 

Levantis (2000) support Gibson’s conclusion about 

significant falls in real wages.  Nevertheless, the utility of 

comparing exact wage and income levels identified by these 

small scale studies – often separated by up to a decade – is 

limited. General trends are of some use. Levantis (2000) 

presents wage findings for formal employees in three bands: 

low-skilled, middle-level-skilled and high-skilled. The 

research indicates urban employers paying significant 

premiums for skills in 1998, with high-skilled employees on 

average earning more than 3.5 times middle-level employees 

and nearly six times low-skilled employees (Levantis 

2000:54). In contrast, Levantis observes that rural regulated 

employers were willing to pay slightly less of a premium for 

high-skilled wages but the general trend remains, and 

significant premiums were paid to skilled labour.  

McGavin (2001:109) compared changes in income 

levels in the informal sector during the period 1990-2001. 

This research indicates an increase in the level of informal 

employment, especially self-employment, since 1990 and a 

slight increase in real average hourly incomes between 1990 

and 2000. Nevertheless, due to inconsistency in sample 

composition and sizes, he cautions against precise 

interpretation of these results. The informal sector surveys 

conducted by Levantis are focused towards the youth sector 

(persons under the age of 21). These surveys reveal 
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significant levels of unemployment and under-employment 

in urban youth up to 33% (Levantis, 2000). According to 

Levantis (1997b), in practice, the majority of these youth 

found “employment” through petty criminal activities. 

Interestingly, the average “incomes” received through 

criminal activities exceeded the average income paid to low-

skilled workers in the formal sector (Levantis, 1997b:82). 

This evidence led Levantis to conclude that without 

significant increases in law enforcement and/or attractive 

employment opportunities, it would be unlikely there would 

be any reduction in the pervasive law and order problem in 

PNG.  

Survey methodology  

This chapter draws on a data set of 135,000 wage and income 

earners in PNG. The data were collected during the period 

December 2013 – July 2014 as part of a wider project 

investigating labour resource use in PNG. The respondents 

were almost entirely indigenous Papua New Guineans, with 

firms being unwilling to supply data for non-citizen 

employees. Survey data were collected across each of the four 

regions in PNG using field visits to: Port Moresby, Lae, 

Kokopo, Madang, Goroka, Mount Hagen, Alotau, and 

Kimbe. In each region a mixture of small (≤ 20 employees), 

medium (21-500 employees) and large enterprises (≥ 500 

employees) was surveyed.  

At the time of research, the PNG Business Register had 

not been updated for 15 years. This, in conjunction with 

limited resources (time, personnel and travel budget), made it 
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impractical to conduct a large scale, stratified survey. Instead, 

the data set was produced from direct requests to regulated 

businesses, the public sector and informal sector operatives. 

Formal sector surveys were conducted using in-person 

interviews with General Managers and Human Resource 

Managers and through the provision of survey forms. 

Although medium enterprises (> 20 < 500 employees) were 

the largest responders (53%), large firms (≥ 500 employees) 

provided the vast majority of the data (84%) and small firms 

(≤ 20 employees) the least (0.7%). Informal surveys were 

conducted by research assistants who used structured surveys 

to collect data directly at business locations or, in the case of 

unregulated employees, in the vicinity of the work premises 

or at employee residences.  

The response rate for the informal sector was very high 

(> than 99%). In contrast, the response rate to the formal 

survey was very low. In total, 570 formal surveys were 

distributed across the range of PNG industry sectors and 107 

survey responses were received (19%). This response rate is 

relatively consistent with previous small scale wage and cost 

surveys conducted in PNG which achieved an average 

response rate of 25% (see McGavin, 1991, 2001; Levantis, 

2000). Of the 107 responses received, only 93 were complete 

giving a completion rate of 16%. This is a very low response 

rate, especially given the significant amount of in-person 

follow-up that was conducted with each firm. Despite the low 

response rate, we did not impute data for non-respondent 

firms. 
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It is unlikely that the data set is representative of all 

sectors and regions of PNG. Nevertheless, it is likely to be 

highly representative in some sectors, especially the public 

sector where the sample size is very close to the actual 

population. In the private sector we collected data on over 

30,000 employees from firms that employing over 55,000 

employees. Given that this represents 15% of the formal wage 

sector, we expect that our results are quite representative of 

wages paid by major urban and rural employers. The survey 

scale of the informal sector is much smaller (432 informal 

and 623 unregulated). Given the consistency of the 

unregulated employee data it is likely to be highly 

representative of the actual population. In contrast, the 

informal business sample contains greater variation both of 

activities conducted and the incomes received.  

Wage extracts from the formal sector were requested as 

print-outs of representative pay fortnights. This excluded pay 

extracts for large annual holidays (such as Christmas) or 

periods where firms employed large numbers of seasonal 

workers. In practice, responses varied in quality and 

completeness, requiring significant normalisation of data. 

Given a business census has not been conducted since 2000, 

results were not adjusted for suspected biases in firm 

response by type/size. Users interested in a more detailed 

overview of the data set are directed to Jones and McGavin 

(2016, Chapter 9).  
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Wages and incomes summary 

Table 1.1 (shown at page 12) provides a high-level summary 

of average gross nominal fortnightly earnings across the data 

set (all sectors) and for each sub-sector (government, private, 

informal and unregulated). The term gross applies well to the 

formal sector (government and private) where taxes and 

superannuation deductions are removed to produce a “net 

wage”. In the informal and unregulated sectors it is less 

applicable, because these sectors do not necessarily pay 

income tax or receive/make superannuation contributions. 

None of the informal respondents in the survey sample, paid 

income tax or made superannuation contributions. As such 

the figures for the informal and unregulated sectors are 

potentially better termed “net income”, because they 

represent the income left after all other expenses have been 

removed. The “net income” figure (presented as “gross” in 

the table) is what they have available should they decide to 

pay tax or make super contributions.   

A quick examination of Table 1.1 indicates significant 

differences between arithmetic average wages and median 

wages and the very large range of the distributions for each 

sub-sector. Due to these differences, the median is prepared 

for general analysis, but the distinction is useful because it 

indicates that the data set contains a number of very high 

wage earners that provide it a positive skew. Table 1.1 

indicates that the government sector has a significant impact 

on raising the median wage for the total distribution. The 

effect of this skewing is much better observed in Figure 1.1 
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(shown at page 13) that presents the cumulative distribution 

of average gross fortnightly wages. 

Figure 1.1 indicates that the government sector has a 

narrower wage distribution than the private sector (its highest 

wages are lower and its lowest wages are higher). For low 

wage occupations, government sector employees earn higher 

wages than the other sectors. For example, up until the 65% 

distribution mark of all business responses, public sector 

wages exceed the wages of all other sectors. In contrast, the 

unregulated sector has the narrowest distribution and the 

lowest average wages, and the highest wage only just exceeds 

K500 per fortnight (K504). In comparison, 90% of all public 

sector employees earn more than that figure, 60% of all 

informal employees earn more than that figure and 35% of all 

private sector employees earn more than that figure.  

The effect of removing the government sector on the 

median wage is depicted in Table 1.2 (shown at page 14). As 

can be seen from the table, removing the government sector 

affects both the arithmetic mean and median wages but the 

effect is most pronounced on the median wage, which is 

halved.  

The private sector has the widest spread of wages. This 

is not apparent in Figure 1.1 because the full private sector 

sample has been reduced. The highest wage was paid in the 

private sector (K159,000 per fortnight). This is not an error, 

it represents a payment to a board member of a mineral 

resource company. Relative to the government sector, it can 

be seen that the spread of wages is much more dispersed, with 

a much higher ratio between high wage earners and low wage 
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Table 1.1. Summary of average gross fortnightly wages by sector – July 2014 (nominal Kina)*.  

Sector Mean Median Mode 

Standard 

Deviation Range Min Max Total N 

All sectors 820.38 769.1 873.28 1117.5 158957 8 158965 135610 

Government 850.24 851.19 873.28 442.3 12175 168 12344 96893 

Private 748.43 389.97 472.98 1980.5 158954 11 158965 37662 

Informal 1250.90 600.00 600.00 2195.4 25986 8 25994 432 

Unregulated 228.57 224.00 199.80 58.6 414 90 504 623 

 

* The data underlying the statistical summaries presented in this table pre-date the gazetting of the 2014 Minimum Wage 

Board decision. 

Source: Authors’ calculations from Jones and McGavin (2016) data set.
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Figure 1.1. Cumulative distribution average gross fortnightly wages by sector – July 2014 (nominal Kina).  

 

Source: Authors’ calculations from Jones and McGavin (2016) data set. See over for footnote to Figure 1.1.
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Footnote to Figure 1.1: Due to the existence of very large values, the data presented in Figure 1.3 and all other 

cumulative distribution figures have been reduced from the full sample. The charts are based on 100% of the 

Unregulated sector sample, 99% of the Public sector sample, 93% of the Informal sector sample and 98 % of the Private 

sector sample. 

Table 1.2. Summary of average gross fortnightly wages non-government sector - July 2014 (nominal Kina). 

Sector Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

Non- 

Government 
745.67 381.59 472.98 1968.88 158,957 8 158,965 38,717 

Source: Authors’ calculations from study data set. 
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Table 1.3.  Summary of average gross fortnightly wages by sector – July 2014 (nominal Kina). 

Sector Mean Median Mode 

Standard 

Deviation Range Min Max Total N 

All sectors 10.67 10.11 11.88 14.10 1,987 0 1,987 135,610 

Government 11.32 11.27 11.88 5.8 166 2 168 96,893 

Non-government 9.04 4.56 5.37 24.65 1,987 0 1,987 38,717 

Private 9.14 4.70 5.37 24.9 1,987 0 1,987 37,662 

Private - Informal 

sector 
10.08 5.56 5.00 15.8 169 0 169 432 

Private - 

Unregulated 

employee 

2.18 2.22 2.00 0.5 4 1 5 623 

Source: Authors’ calculations from Jones and McGavin (2016) data set.
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.Figure 1.2. Cumulative distribution average gross hourly wages by sector - July 2014 (nominal Kina). 

 

Source: Authors’ calculations from Jones and McGavin (2016) data set.
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earners. The vast majority of private sector employees (85%) 

earn less than government sector employees. The vast 

majority also earn significantly less than informal sector 

employees. It is only the bottom 10% of the informal sector 

that earn less than the private sector.  

The informal sector results are surprising. Whilst the 

majority (65%) earn below public sector wages, 35% earn 

significantly above public and private sector fortnightly 

wages. Although the gross figures do not account for the non-

wage conditions of employment received by members of the 

formal sector, the informal sector incomes still look high. In 

comparison with the findings of the HIES 2009/10, the results 

look unbelievable. The HIES survey results indicated an 

informal fortnightly gross average income of K240, with a 

median of K83.  

It is not clear why the figures differ so greatly. Potential 

reasons include differences in sample size and composition, 

seasonal influences and errors in data collection. The HIES 

informal sector sample is much larger (2,301 respondents) 

and it includes a much larger proportion of rural respondents. 

In contrast, the 2013-2014 study primarily collected data in 

urban areas and includes persons conducting businesses with 

very large margins (such as the informal wholesaling of betel 

nut from rural areas to NCD). It is also possible that there 

were significant seasonal influences in the sampling, and the 

recorded wages may not be representative of annual or 

quarterly incomes. That said, the comparative results are still 

difficult to interpret. It is possible that there were errors in the 

collection of the data, especially in terms of respondent 
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underestimating costs during the survey period and in 

recording the earnings per day instead of per week.  

Gross average hourly wages. This section examines gross 

average hourly wage rates for the private, government, 

unregulated and informal sectors. The wages were 

determined by dividing fortnightly wages by estimated 

fortnightly hours of work. The results are presented in Table 

1.3 and Figure 1.2 respectively (see pages 15-16). As 

depicted in Table 1.3 and Figure 1.2, viewing the results in 

terms of hourly wages tends to amplify the findings for 

average gross fortnightly wages. When viewed in hourly 

terms, the government sector pays even higher average rates 

than the non-government sector. This reflects the lower 

weekly hours of work conducted by public service employees 

relative to the other sectors (average 36.75 hours per week 

compared with a median of 42.5 hours in the private sector). 

The gap between wages in the informal sector and the private 

sector has narrowed slightly. This reflects the tendency of the 

informal sector to work longer hours (median 56 hours per 

week). The gap between the unregulated sector and all other 

sectors has also increased as a result of the longer hours in 

that sector (unregulated sector median 53 hours per week) 

and lower gross wages in general. Figure 1.2 also depicts the 

median wages for all sectors and the non-government sectors. 

It can be seen that while less than 10% of the government 

sector earns below the non-government median wage, 99% 

of the unregulated sector earns below the non-government 

median and the then regulation minimum hourly wage of 

K2.29. In many ways these differences reflect the different 
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nature of the skills sets used in the public service (a higher 

level of professional positions). Nevertheless, the differences 

in wage earnings remain significant. 

Annual wage estimates. Table 1.4 and Figure 1.3 (see pages 

21-22) provide a general indication of annual wages across 

industry sectors. The figures are computed from fortnightly 

gross wages and do not include non-wage benefits. Again it 

can be seen that the government sector receives a premium 

over other sectors. The stated mean for the government sector 

is K22,000 per year compared with K9,900 for all other 

sectors. Figure 1.3 indicates that approximately 90% of 

formal wage employees earn less than K30,000 annually 

(approximately AUD 15,000 on a direct 2015 conversion). 

Wages by industry group. Table 1.5 (see pages 24-26) 

presents average gross fortnightly wages across all sectors for 

different industry groups using the ISIC Revision 4 standard. 

As indicated in the table, there are significant differences in 

the median wages paid by different industries as well as 

within industries. When measured by range, intra-industry 

differences are most pronounced in the mining sector. 

Nevertheless, because the range is unduly influenced by one 

or two very large and unrepresentative wages, it is more 

useful to examine the ratio between the median and the 

arithmetic mean values. When measured in this manner, the 

“Administrative and support services” and “Professional, 

scientific and technical activities” contain the largest 

divergences.  

Inter-industry differences are more readily discernible in 

Figure 1.4 (page 23), which indicates that the mining and 
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private education sectors provide the highest average 

fortnightly median wages and that the wholesale and retail 

trade and the accommodation and food service industries 

provide the lowest average fortnightly median wages. The 

difference is significant, the median of the bottom industry 

groups is 12% of the median in the mining and quarrying 

group. This is not surprising given the significant differences 

in skill levels required to operate in the different industries. It 

is also representative of the very large economic rents 

available in the minerals sector.  

Wages by occupation. Table 1.6 and Figure 1.5 (page 29 and 

page 28), depict significant variation in average forthrightly 

wages across occupations. In general, the differences reflect 

different types of skills and responsibilities. Managers earn a 

significant premium, but this premium is not unusual for 

management roles globally. It is also to be expected in a 

country where there are significant differences in the skills 

and understandings of lower level workers and managers. 

Field interviews indicated that managers in the private sector 

devoted considerable resources to enforcing and monitoring 

basic tasks that would normally be undertaken by employees 

and very low level managers in Australia.  

Net wages. Table 1.7 (see page 31) depicts net and gross 

median hourly wages for different high-level occupational 

groupings. It can be seen from the table that there are often 

significant differences between net incomes and gross 

incomes. The differences are highest in the more highly 

skilled occupations (as a consequence of tax and other 

personal deductions) and can result in significant cash flow 
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Table 1.4. Estimated annual average salary by sector July 2014 (nominal Kina). 

Sector Mean Median Mode 

Standard 

Deviation Range Min Max Total N 

All sectors 21,330.00 19,996.60 22,705.28 29,053.97 4,132,892 208 4,133,100 135,610 

Government 22,106.23 22,130.94 22,705.28 11,498.91 316,562 4,379 320,941 96,893 

Non-government 19,387.41 9,921.26 12,297.48 51,191.01 4,132,892 208 4,133,100 38,717 

Private 19,459.13 10,139.22 12,297.48 51,493.9 4,132,814 286 4,133,100 37,662 

Private - Informal 

sector 
32,523.34 15,600.00 15,600.00 57,081.3 675,636 208 675,844 432 

Private - 

Unregulated 

employee 

5,942.92 5,824.00 5,194.80 1,522.4 10,774 2,330 13,104 623 

Source: Authors’ calculations from Jones and McGavin (2016) data set.
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Figure 1.3. Cumulative distribution of estimated annual average salary by sector July 2014 (nominal Kina). 

 

Source: Authors’ calculations from Jones and McGavin (2016) data set.
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Figure 1.4. Median gross fortnightly salary by industry group July 2014 (nominal Kina). 
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Table 1.5.  Average gross fortnightly salary by industry group ‒ July 2014 (nominal Kina).  

ISIC Rev 4, Industry 

group  Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

Accommodation and 

food service activities 
391.62 288.33 210.00 365.79 6,710 35 6,745 1,069 

Administrative and 

support service activities 
2719.06 759.00 183.20 7742.64 53,844 18 53,862 209 

Agriculture, forestry and 

fishing 
417.77 295.12 472.98 789.22 29,821 11 29,832 16,061 

Construction 640.63 450.00 385.71 910.92 16,315 27 16,342 607 

Education 3009.34 2095.07 2548.88 4290.36 29,346 200 29,546 502 

Electricity, gas, steam 

and air conditioning 

supply 

847.93 590.23 311.64 605.66 3,919 312 4,231 143 

Financial and insurance 

activities 
1405.70 1044.54 494.80 1766.16 42,895 80 42,974 3,038 

Government - other 

services 
1001.42 890.30 672.23 546.19 12,170 174 12,344 44,800 
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ISIC Rev 4, Industry 

group  Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

 

Government - Teachers 
720.23 828.42 873.28 265.89 2,288 168 2,457 52,093 

Information and 

communication 
862.94 461.54 440.00 876.78 6,477 61 6,538 1,383 

Manufacturing 507.49 378.00 294.00 444.96 7,294 33 7,327 5,010 

Mining and quarrying 3376.94 2141.52 1720.00 6396.08 158,875 90 158,965 1,953 

Other - Informal sector 1250.90 600.00 600.00 2195.44 25,986 8 25,994 432 

Other - Unregulated 

retail 
228.57 224.00 199.80 58.56 414 90 504 623 

Other service activities 723.94 400.00 360.00 526.64 2,068 332 2,400 31 

Professional, scientific 

and technical activities 
1632.55 778.12 1153.85 1861.11 14,731 108 14,839 116 

Public administration 

and defence 
893.82 903.85 575.56 592.69 4,466 240 4,706 139 

Real estate activities 594.96 460.00 320.00 427.87 1,756 260 2,016 110 
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ISIC Rev 4, Industry 

group  Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

 

Transportation and 

storage 

532.66 336.00 317.52 596.42 11,064 104 11,168 4,340 

Wholesale and retail 

trade 
374.35 252.00 252.00 525.69 8,413 38 8,451 2,773 

Wholesale and retail 

trade; repair of motor 

vehicles and motorcycles 

656.37 445.46 378.00 691.26 5,120 210 5,330 178 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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problems for households who often undertake short-term 

loans in order to meet large outflows of cash (such as school 

fees or funeral commitments). The HIES 2009/10 data 

indicate that 20% of all households engage in regular loan 

activity. Our personal experience is that loan businesses are a 

common form of informal employment and that loans are 

regularly made to people in the private and public sectors. It 

is also very common for formal businesses to lend money to 

employees, with the majority of employee payroll 

“deductions” being for the repayment of loans.  

Wages by sex. Table 1.8 (page 32) indicates differences in 

average wages by employee sex. The general story is that in 

terms of arithmetic average wages, female employees are 

paid less than their male counterparts. These findings are 

reinforced by Table 1.9 (page 33) that shows wage 

differences by sex across all sectors. Both Table 1.8 and 1.9 

show that median wages are higher for females in the private 

and the informal sectors. It is not clear why this is so. 

Potentially, it represents higher male representation in 

elementary occupations (especially agricultural labourer 

roles) and higher female representation in clerical roles. It 

may also be a consequence of the high percentage (8%) of 

responses where sex was recorded as “unknown”.  The 

general tendency for males to be paid more than females is 

consistent with data from the HIES 2009-10. 

 Table 1.10 (page 34) depicts occupations in which the 

average gross hourly wages paid to females is greater than 

that paid to male counterparts. With the exception of 

customer services clerks, positions which overwhelmingly 
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Figure 1.5. Median gross fortnightly salary by occupation July 2014 (nominal Kina). 

 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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Table 1.6.  Average gross fortnightly salary by occupation July 2014 (nominal Kina). 

ISCO Level 1 - occupations Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

0. Armed forces occupations 983.34 860.33 700.12 483.3883 3,705 229 3,934 2,512 

1. Managers 3511.11 2125 3980.74 6300.862 158,833 133 158,965 1,617 

2. Professionals 825.10 851.19 873.28 678.5244 57,010 168 57,179 59,053 

3. Technicians and associate 

professionals 1123.78 958.73 672.23 1356.422 53,730 132 53,862 13,902 

4. Clerical support workers 714.81 631.94 440 725.0055 35,550 41 35,591 5,424 

5. Services and sales workers 664.51 642.75 642.75 465.458 20,039 35 20,074 12,653 

6. Skilled agricultural, forestry 

and fishery workers 430.95 356.32 199.23 311.9992 2,318 19 2,337 167 

7. Craft and related trades 

workers 772.33 530.18 415.8 1153.526 30,477 90 30,567 3,779 

8. Plant and machine operators 

and assemblers 666.96 470.68 472.98 1725.904 50,018 19 50,037 4,146 
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ISCO Level 1 - occupations Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

 

9. Elementary occupations 336.59 241.295 472.98 633.7849 53,854 8 53,862 15,026 

Other - unclassified/ unknown 903.46 830.19 672.23 569.6104 23,341 18 23,359 17,331 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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Table 1.7. Comparison of gross hourly pay with net hourly pay July 2014 – (nominal Kina). 

Occupation  

Median 

gross kina 

per hour 

Median 

net kina 

per hour 

Net as a % 

of gross 

0. Armed forces occupations 8.78 7.17 82% 
1. Managers 27.47 15.94 58% 
2. Professionals 11.58 6.96 60% 
3. Technicians and associate 

professionals 

12.79 8.05 63% 
4. Clerical support workers 8.28 5.99 72% 
5. Services and sales workers 8.03 5.52 69% 
6. Skilled agricultural, forestry and 

fishery workers 

4.27 3.72 87% 
7. Craft and related trades workers 6.29 5.30 84% 
8. Plant and machine operators and 

assemblers 

5.51 4.82 87% 
9. Elementary occupations 2.74 2.43 89% 
Other - unclassified/ unknown 10.37 6.21 60% 
        

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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Table 1.8. Comparison of average gross hourly nominal wage by sex as at July 2014  

                  (nominal Kina). 

Sex Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

Female 10.35 10.48 11.88 8.24 394 0.04 394 43341 

Male 10.71 10.06 11.88 15.57 1987 0.13 1987 80636 

Unknown 11.57 9.82 1.33 19.57 715 0.23 715 11633 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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Table 1.9. Comparison of average gross hourly nominal wage by sector and by sex as at July 2014 

                  (nominal Kina). 

Sector   Mean Median Mode 

Standard 

Deviation Range Min Max 

Total 

N 

Government F 10.73 11.00 11.88 4.55 136 2.29 139 34044 

M 11.59 11.30 11.88 6.54 166 2.18 168 56968 

U 12.13 11.29 12.23 4.77 83 2.29 85 5881 

Private F 9.28 5.25 5.37 15.80 394 0.14 394 8613 

M 8.63 4.94 5.37 26.92 1987 0.13 1987 23297 

U 10.99 3.30 1.33 27.40 715 0.23 715 5752 

Private - 

Informal 

sector 

F 9.03 5.56 5.00 12.44 97 0.04 97 257 

M 11.61 5.00 6.25 19.76 168 0.32 169 175 

Private - 

Unregulated 

employee 

F 2.12 2.16 2.00 0.45 4 1.00 5 427 

M 2.30 2.26 2.22 0.49 3 0.80 4 196 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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Table 1.10. Comparison of average gross hourly nominal wage  

                      by sector and by sex as at July 2014 (nominal Kina). 

 

 

 

 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 
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are filled by females in PNG, there does not appear to be any 

determinable trend in the occupation types. The differences 

may simply reflect the survey sample.  

Comparison with previous research 

It is not easy to make ready comparison with previous studies. 

Research by McGavin (1991, 2001) used much smaller data 

sets and did not compare wages by ISCO categories. Levantis 

(2000) used a larger data set, but compared wages in terms of 

skills (low-skilled, middle-skilled and high-skilled). The 

HIES 2009/10 data set does enable comparison. It uses an 

ISCO categorisation scheme, albeit slightly different to the 

one used for this study. Although not all categories readily 

align, Table 1.11 (pages 39-43) indicates that the medians 

recorded in the 2013-14 study are considerably higher than 

for the HIES study. It is not clear why this is the case. 

The HIES data set used a weighted sample of the 

population, which was designed to be representative of the 

population. Nevertheless, its sample size was much smaller 

(income and earnings data was collected for 12,000 people) 

and respondents self-reported their income and working 

hours. The 2013-14 study used extracts from firms’ payroll 

systems for both wages and hours. HIES results record a 

median working week of 48 hours,2 which is higher than the 

median working hours recorded for this 2013-14 study (42 

hours per week). This would impact on hourly rate 

determination but not the extent indicated in Table 1.11. Data 

                                                        
2 This perhaps suggests that the HIES study sample includes 

proportionately more informal sector responses. 
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collection periods are also likely to impact. The data for the 

HIES study was largely collected prior to the 2008 Minimum 

Wage Board decision coming into effect (Jones and 

McGavin, 2016:Annex 2). That decision more than doubled 

the nominal minimum wage and is likely to account for a 

considerable amount of the difference in the median wages 

for lower skilled occupations. Outside of these influences, 

general competition for labour during the natural resources 

construction expansion in PNG from 2010-2013 may explain 

some of the increases. The different categorisation scheme 

used to classify occupations undoubtedly contributes to some 

of the differences. Whatever the cause, there was a significant 

increase in median wage rates by occupation over the period.  

There is limited research comparing wages in the 

informal sector over time. The most recent work we know of 

is Gibson (2013) who compares data from the 1985-90 Urban 

Household Survey (UHS) with data collected in the HIES 

2009/10, with a specific focus on the NCD.  This research 

concluded real incomes had fallen by nearly 60% over the 

period. This fall in real incomes is consistent with the general 

fall in real wages and incomes experienced since the 1992 

deregulation of the minimum wage. Nevertheless, the HIES 

nominal income data are significantly different from that 

recorded by the 2013-14 study. Analysis of the HIES data 

provides an estimated informal sector median income of 

K2.29 per hour (in 2009-2010 Kina terms). As depicted in 

Table 1.12 (page 44) there is a significant range of hourly 

incomes with the maximum hourly income (K 750) far 
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exceeding the maximum hourly income recorded in 2013-14 

survey (K169). 

The results presented in Table 1.12 are puzzling. Even 

after inflating wage estimates to 2014 Kina, the HIES 2009-

10 results were far below that recorded for our survey. Whilst 

the arithmetic mean results are not too dissimilar to our 

results (K8.6 (HIES) versus K9.3 (2013-14 survey)), the 

median results are very different. Initially we thought the 

differences may relate to the dominance of urban areas in our 

survey and the presence of respondents with very high 

incomes (such as those involved in the informal wholesaling 

of betel nut from rural areas contiguous to NCD). 

Nevertheless, the most convincing reason appears to relate to 

significant differences in hours of work. 

Table 1.13 (page 44) indicates that the HIES 2009/10 

survey records median hours of work in the informal sector 

as 16 hours per week, with an arithmetic average of 25 hours 

per week. These medians varied by place of work but were in 

all cases less than the median 56 hours per week recorded for 

our survey. Our median survey result of 56 hours is 3.5 times 

greater than the HIES 2009/10 estimated median working 

week. This is a very significant difference when working out 

incomes in hourly terms, and strongly suggests that the HIES 

survey is dominated by informal rural results, where evidence 

from anthropological studies consistently shows far lower 

hours of work than in estate agriculture and in urban formal 

and informal employment (for a summary of 8 PNG 

anthropological studies, see McGavin, 1991:26). 
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It is not possible to definitively investigate the reason for 

the differences in work hours and hourly income between 

these surveys. Assuming both surveys accurately reflect the 

circumstances at the time of data collection, there appears to 

have been a very substantial increase in the working hours in 

the informal sector since 2009-2010. This increase has 

coincided with a significant increase in the median net hourly 

incomes in the informal sector ‒ from K2.29 to K5. An 

increase in informal sector earnings since 2009 may have 

been prompted by increases in the general level of activity in 

the economy, including the increase in the minimum wage 

from 2010 onwards. This increase may have prompted both 

greater participation in the informal sector as well as an 

increase in the number of hours for which labour is supplied. 

Alternately, the increase in labour supply may reflect a 

rational household response to declining real wages and the 

increase in hours worked simply reflects decreased 

productivity in the informal sector. We do not have sufficient 

data to argue for either position. Nevertheless, it is evident 

that the informal sector in the NCD has increased in size and 

vibrancy over the last decade and we suspect this reflects 

increases in the general level of income in this sector. 
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Table 1.11. Comparison of gross hourly pay with HIES 2009-10 (nominal Kina). 

Industry group - 

present study Mean Median 

Total 

N 

Industry group 

- HIES 2009/10 Mean Median 

Total 

N 

Agricultural, forestry and 

fishery labourers 
3.22 2.27 9,359 

Agricultural, 

Fishery and related 

labourers 

3.32 1.59 49 

Armed forces 

occupations, other ranks 
7.01 7.14 1,435 

Subsistence 

agricultural and 

fishery workers 

1.66 1.83 3 

Building and related 

trades workers 

(excluding Electricians) 

5.99 4.95 1,340 

Extraction and 

Building trades 

workers 

8.08 3.71 130 

Business and 

administration associate 

professionals 

16.71 14.80 8,736 
Other associate 

professionals 
12.35 6.00 104 

Chief executives, senior 

officials and legislators 
72.31 54.16 164 

Legislators and 

Senior Officials 
12.26 7.90 38 
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Industry group - 

present study Mean Median 

Total 

N 

Industry group 

- HIES 2009/10 Mean Median 

Total 

N 

Craft and related trades 

workers 
5.77 5.56 111 

Precision, 

handicraft, printing 

and related workers 

8.32 2.88 13 

Customer services clerks 8.45 6.63 1,479 
Customer Service 

clerks 
6.06 2.87 113 

Drivers and mobile plant 

operators 
7.05 6.04 2,704 

Drivers and mobile 

machinery 

operators 

5.82 3.66 114 

General and keyboard 

clerks 
9.27 9.15 2,167 Office clerks 17.28 5.46 188 

Health associate 

professionals 
9.94 9.15 3,469 

Life Science and 

Health associate 

professionals 

38.45 7.81 44 

Health professionals 14.89 13.80 2,715 

Life Sciences and 

Health 

professionals 

11.41 7.35 66 
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Industry group - 

present study Mean Median 

Total 

N 

Industry group 

- HIES 2009/10 Mean Median 

Total 

N 

Labourers in mining, 

construction, 

manufacturing and 

transport 

4.54 3.71 3,400 

Labourers in 

Mining, 

Construction, 

Manufacturing and 

Transport 

21.65 4.19 67 

Market-oriented skilled 

forestry, fishery and 

hunting workers 

6.49 4.95 9 

Market-oriented 

skilled agricultural, 

animal and fishery 

workers 

2.97 1.74 61 

Metal, machinery and 

related trades workers 
12.21 7.25 1,351 

Metal and 

Machinery Trades 

workers 

9.11 5.30 99 

Other - unclassified - 

"unmatched employee" 
12.32 10.26 395 

Other craft and 

related trades 

workers 

4.29 3.27 41 

Other - unclassified - 

unattached 
12.04 10.48 7,678 

Other occupation 

n.e.c.* 
3.67 2.68 13 
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Industry group - 

present study Mean Median 

Total 

N 

Industry group 

- HIES 2009/10 Mean Median 

Total 

N 

Other - unknown 10.89 10.38 7,770 Other professionals 17.32 9.22 152 

Production and 

specialised services 

managers 

46.97 25.90 339 

Company and 

Corporate 

Managers 

108.72 12.42 94 

Protective services 

workers 
9.78 9.57 8,980 

Personal and 

Protective services 

workers 

9.91 5.56 158 

Sales workers 4.85 3.40 2,493 

Sales-workers, 

Demonstrators and 

Models 

4.23 2.22 74 

Science and engineering 

associate professionals 
16.18 13.04 998 

Physical Science 

and Engineering 

associate 

professionals 

13.08 9.89 60 

Science and engineering 

professionals 
21.68 18.05 683 

Physical, 

Mathematical and 

Engineering 

34.22 16.74 34 
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Industry group - 

present study Mean Median 

Total 

N 

Industry group 

- HIES 2009/10 Mean Median 

Total 

N 

Science 

professionals 

Stationary plant and 

machine operators 
10.06 5.00 1,431 

Stationary-plant 

and related 

operators 

7.06 3.87 30 

Street and related sales 

and services workers 
10.08 5.56 432 

Sales and services 

elementary 

occupations 

5.74 2.20 272 

Teaching professionals 10.08 11.27 52,506 
Teaching 

professionals 
18.17 7.14 258 

    
Teaching associate 

professionals 
29.66 7.29 46 

      135,610       2,373 

 
Source: Authors’ calculations from Jones and McGavin (2016) data set and HIES 2009-2010 data set.  

* Only comparable fields are displayed.
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Table 1.12. HIES 2009-10 average net informal hourly returns (income) by sex and location  

                    (nominal Kina 2009-2010).  

 

 

 

 

 

 

Source: Authors’ calculations from Jones and McGavin (2016) data set. 

Table 1.13.  HIES 2009-10 average weekly hours worked in the informal sector. 

 

 

 

 

 
Source: Authors’ calculations from Jones and McGavin (2016) data set.

  Factor Mean Median Mode Range Maximum 

Sex 
Female 7.31 2.08 2 695 625 

Male 12.26 3.00 1 752 750 

Rural/  

Urban 

Rural 7.13 2.00 1 238 228 

Urban 9.62 2.33 2 820 750 

Total Total 8.61 2.29 1 820 750 

Mean Median Mode 

Standard 

Deviation Range Min Max 

25 16 8 24 168 0 168 
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Conclusions 

This chapter presents wage and income data for the pluralist 

economy of PNG. Labour market data, especially wage and 

income data, are scarce in PNG and are not collected by 

government organisations. This has resulted in the majority 

of researchers and policy makers relying on small-scale 

surveys in order to conduct policy analysis. The chapter 

presents findings from the most recent wage and income 

survey in PNG covering the regulated sector and the informal 

sector consisting of informal traders and unregulated 

employees. Survey data reveal significant differences 

between the wages and incomes received within and across 

each sector. For employment categories below managerial 

level, public service employees consistently received higher 

wages than employees in the private and unregulated sectors. 

The private sector maintains the largest differentiation 

between wages paid to high-skilled and low-skilled 

employees. In particular, managerial roles are paid a 

premium, reflecting a historical skills shortage of indigenous 

managers. In contrast, low-skilled employees in the 

unregulated sector consistently receive the lowest incomes, 

with the majority earning below the regulatory minimum 

wage.  

The results for the informal trader sector reveal 

significant variations in wages. Informal traders able to 

establish themselves in the aggregation and distribution parts 

of supply chains earned very high hourly and annual incomes. 

Informal traders focusing primarily on selling small-scale, 

pre-purchased items received less of a premium but, in 
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median terms, earned higher hourly incomes than employees 

in the private sector. Nevertheless, these comparisons do not 

take into account additional benefits received by employees 

in the private sector (annual leave, sick leave, long service 

leave and superannuation) nor general conditions of work and 

levels of risk. When these factors are taken into account, the 

majority of informal traders indicate a preference to work in 

the formal sector for the same levels of gross pay. The fact 

that they do not do so, reflects the over-supply of low-skilled 

labour relative to formal sector demand for these skills. This 

mis-match of skills acts to solidify existing pluralist social 

structures in PNG. 
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Chapter 2 

Contextualising the evaluation of minimum 

wages in Papua New Guinea and explaining 

considerations beyond nominal wage price 

Prologue 

In this chapter we argue that minimum wage debates need to 

be viewed in terms of their wider economic, social and political 

contexts. Rather than being preoccupied with price, advocates 

of minimum wage reform have situated their arguments as part 

of wider, multi-part, policy programs designed to achieve 

national economic and social objectives. The fundamental 

objective has been to increase the economic wellbeing of the 

people of PNG. This chapter highlights the key role 

deregulation has played in insulating the majority of PNG wage 

and income earners from economic crises induced by external 

shocks, internal political unrest and national fiscal 

mismanagement. It is this wider context, particularly the 

decline of the PNG state, which explains the prolonged under-

performance of PNG economy and the low level of social and 

economic development experienced by its people.  

Introduction 

Discussions of wages, incomes and productivity in Papua 

New Guinea are often publicly viewed through the lens of the 

minimum wage. Nevertheless, this public focus often crowds 

out the wider context that shapes recommendations about 

changes to the minimum wage. This context almost 

invariably involves significant public policy issues that are 
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only indirectly influenced by the minimum wage. Hence any 

proposed changes to minimum wages have almost invariably 

occurred in the context of much broader objectives. The 

fundamental objective has been to increase national 

capabilities for improvement in economic and social 

outcomes in the nation. 

Despite focusing on different policy objectives, 

researchers have consistently called for the deregulation of 

the wage setting system and the effective lowering of the 

nominal and real wage rate (see Garnaut and Baxter, 1984; 

McGavin, 1991; Duncan et al, 1998; Levantis, 2000). This 

policy and policy analysis has been characterised by Imbun 

(2015:145) as a “neo-liberal mantra” that views labour 

market imperfections as the product of price distortions. This 

PNG author, now an academic in Australia, further contends 

that – despite a long-term public policy focus towards 

reducing the minimum wage – deregulation of minimum 

wages appears to have produced few, in any, tangible benefits 

to the people and economy of the nation.  

The against-deregulation stance. Imbun’s broader argument 

can be summarised in six parts: 

1. Relative to other developing countries, the level of PNG 

minimum wage was not high before a deregulatory decision in 

1992.  

2. In real terms, the minimum wage has degraded substantially 

since 1992.  

3. Present minimum wage levels do not enable wage earners to 

meet basic needs (food, shelter and health). 
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4. The 1992 deregulation of the minimum wage has not 

significantly increased the level of formal employment in 

PNG.  

5. “Capacity to pay” wage determinations are not viable in PNG. 

6. Declines in the minimum wage have not increased the level of 

foreign investment, international competitiveness and 

economic growth in PNG. 

7. The present Minimum Wage Board (MWB) system does not 

function effectively as a safeguard for wage levels in PNG. 

Giving context to minimum wage evaluations. Even where we 

do not contest some of these positions, we challenge the 

premises and causality of the reasoning that binds them. In 

particular, we disagree that the recommendations to 

deregulate wages in PNG may be characterised as a “neo-

liberal mantra”. Instead, we present evidence that the 

recommendations were made in the context of particular 

public policy challenges and that it is these challenges – and 

not the nominal level of minimum wages – that should remain 

central to minimum wage debates.  

This chapter proceeds with an overview of the labour 

market in PNG; then a brief examination of the history of the 

minimum wages policy in PNG; and leads to an outline of the 

key public policy themes that have shaped calls for reform of 

centralised wage setting in PNG. These sections provide the 

basis for critical examination of arguments that unduly focus 

on price as represented by Imbun (2015), and highlight the 

need to contexualise policy analysis in a national capability 

perspective that highlights influences beyond wage levels as 

essential for improving labour returns in PNG. 
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Labour, wages, incomes and employment 

In developed economies, the formal labour market is 

generally the primary source of employment. This 

circumstance does not hold in PNG. Instead, the majority of 

the population (88% as at the 2011 Census) live largely 

subsistence-based lifestyles (with some cash cropping) in 

rural villages, where their interactions with the market 

economy are marginal (NSO, 2013). In this context, any 

discussion of labour and employment needs to distinguish 

between “formal wage employment” – as occurs in wage (or 

salaried) jobs – and informal employment, as occurs in 

informal enterprises. In the later, the majority of people are 

self-employed and the term “income” is used to describe their 

net business earnings. This chapter deals almost entirely with 

formal wage employment, which represents approximately 

7% of the population aged between 10-64 years (see Table 

2.1, page 53). The remainder of this section addresses key 

aspects of the labour market and economy in PNG, as 

pertinent to minimum wage settings. 

Limited labour market data. Statistical data relating to the 

economy in PNG is dated and scarce (see McGavin, 1991, 

2001; Levantis, 2000; Duncan et al, 1998; IMF, 2014; Imbun, 

2015; Sembajwe, 2010). There is no coordinated national 

plan for the collection of data relating to national output, 

inflation, employment, unemployment and wages. 3 

                                                        
3 The exception to this statement is the Bank of PNG, which carries out 

the most consistent collection of statistics in PNG. Having said that, its 

collection capacity is limited relating to firm-level productivity and it 
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Significant gaps in data, often spreading over decades, 

generate problems of data comparison and inhibit the 

calculation of productivity statistics. Of particular relevance 

to this chapter, is the lack of consistent data over time that 

enables the impact of minimum wage policies to be 

measured, contextualised and competing arguments to be 

validated.  

The labour force, employment and unemployment. The 

Census labour force estimates for the period 1990-2011 are 

presented in Table2.1. As there indicated, although there was 

a significant increase in the size of the labour force from 1990 

to 2000 (1.7 to 2.4 million people), the labour force 

participation rate (the labour force as a percentage of the 

economically-active age cohorts of the population) remained 

relatively constant. At 97% the official employment level is 

very high. Whilst this result is typical of a developing 

country, by including urban and rural populations together, it 

is somewhat misleading. In practice, there are significant 

levels of wage unemployment and informal sector under-

employment in PNG urban regions. The 2011 Census results 

do not present these data, but it has historically been in the 

vicinity of 20-30% (see McGavin, 2001: 60).  

 

Low levels of formal skills.  The level and quality of formal 

education in PNG is limited (see Hind et al, 2011; Garnaut 

and Namaliu, 2010). As at 2008, it was estimated that 61% of 

children aged 6-18 years were not enrolled in school (NLM, 

                                                        
does not publish wage and unemployment data – only minimum wage 

data and employment indices data. 
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2010:18). Figure 2.1 (page 55) indicates that, of those in 

formal employment, 80% have 10 years or below of 

schooling. The general indication is that PNG has limited 

skills capabilities in its indigenous workforce. This is not 

stated as a slight on Papua New Guineans, it is stated because 

it is a recognition that needs to be integrated into labour 

resource policy formulation. 

Significant variations in economic capacity. There are 

significant variations in economic capacity across and within 

PNG provinces. These reflect mineral endowments and 

variations in land quality, climate and rainfall patterns that 

make certain areas more suitable to commercial agriculture 

(see Bourke and Harwood, 2009:103). In addition to these 

natural endowments, the level of access to transport 

infrastructure and market aggregation points also differs 

widely across the country. These differences result in 

significant variations in the type and scale of formal and 

informal employment throughout the country and make it 

difficult to design nationwide employment policies and 

standards.  

Immobile labour. Labour in PNG is often immobile. Limited 

transport infrastructure, in combination with physical 

security concerns, reduces the physical mobility of labour in 

PNG, especially for females. This physical immobility is 

reinforced by low formal skills capabilities, making difficult 

responses to labour market shortages. The result is 

simultaneously an under-supply of skilled labour and an over-

supply of low-skilled labour. Historically, this imbalance has 

been met through the importation of foreign labour. Some of  
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Table 2.1. Estimates of census labour force statistics 2011-1990. 

 2011   2000 1990  

Total population 7,254,442 5,190,786 3,761,954 
Total in-scope population (population aged between 10-
64 years)* 5,453,542 3,613,516 2,514,924 

In-scope population as % total population (10-64 
years) 75.18 69.61 66.85 

Labour force 3,336,007 2,413,357 1,715,330 

Employed 3,248,463 2,344,734 1,582,518 

Unemployed 87,544 68,623 132,912 

Not in the labour force 2,101,348 1,160,229 777,241 

Not stated 16,187 118,347 22,353 
Labour force participation rate (Labour force as %  in-
scope population) 61 67 68 
Employed (% of labour force) 97 97 92 
Unemployed (% of labour force) 3 3 8 

Not in labour force  (% of total population in scope) 39 32 31 

Unaccounted for 0 1 1 



 Wage Differentiation and Considerations beyond Wage Price in PNG  

54 
 

Labour force participation rate (Labour force as %  in-
scope population) 2011 2000 1990 
 
Formal wage job employment (% of employed 
population) 

11.1 
(360,732) 

10.4 
(243,852) 

Not 
available 

% formal wage employment of total in-scope 
population 6.6% 6.75% 

Not 
available 

 
Source: * The 2011 figures are taken from NSO (2013) and unpublished 2011 Census data. 2011 Census figures are not 

yet presented in age brackets so they are best read as persons > 10 years of age in employment.  
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Figure 2.1. Highest grade of schooling completed by formal wage employees.  

 
 

Source: Authors’ calculations from unpublished 2011 Census data. 
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this labour complements indigenous labour but much – 

especially in the recent construction expansion – has 

substituted for mobilisation of domestic labour. 

Unsatisfied demand for modern market goods and services. 

Throughout PNG rural and urban populations there remains 

a very significant demand for modern market goods and 

services. This includes consumables and more developed 

services such as education and health care. For the vast 

majority this demand is unsatisfied due to insufficient income 

and unavailability of the goods and services. Nevertheless, 

the latent demand indicates that there is also a larger demand 

for wages and incomes from increased wage and non-wage 

employment.  

Employment by sector. Figure 2.2 (page 57) indicates that 

52% of all formal wage employees are employed by just four 

industrial sectors: Education (15%), Agriculture, hunting and 

forestry (13%), Real estate, renting and business services 

(13%) and Construction (11%). By contrast, the mining and 

quarrying sector (including hydrocarbons) provides 2% of 

formal wage employment. 

Minimum Wages Boards (MWB) 

A brief historical overview. The history of minimum wage 

determination in PNG is involved, and has been well treated 

by previous research (see McGavin, 1991, 2001; Jones and 

McGavin, 2016; Imbun, 2008). This section does not repeat 

that analysis but presents sufficient of the relevant history so 

that the reader has a context for the discussion that appears in 

the following sections of this chapter. 
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Figure 2.2. Formal wage employment by industrial classification. 

 

Source: Authors’ calculations from unpublished 2011 Census results.
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The first legal minimum wage for the combined Territories 

of Papua New Guinea, then under Australian administration, 

was determined by the Native Labour (Wages and 

Employment) Ordinance of 1945. It was not until 1972 that the 

first MWB was established. At its inception, the MWB laid out 

three of the four key principles of the future minimum wage 

structure: separate rural and urban wages; a youth wage tied as 

a percentage to the adult wage; and, a concern with “living 

wages”, often expressed in terms of a wage that meets the needs 

of a supposed family unit. In 1972 the Board determined the 

family unit was represented by a man and a wife.  

The 1974 MWB introduced the fourth key principle of the 

minimum wage structure: indexation. Based on similar 

developments in Australia, the 1974 MWB introduced partial 

wage indexation based on changes in the Consumer Price Index 

(CPI). In addition, it changed the family needs unit basis to be 

“a man, wife and one child” (MWB, 1974, Determination No. 

4:7). The implication of the MWB decision was to raise the 

minimum wage in level-1 urban centres to Kina (K) 25.80 per 

week by 1 July 1975 (Jones and McGavin, 2016:A2-8). This 

represented an increase in minimum urban wages over the 

period 1972-1975 of K19.90 per week, or 337%.  

Additional MWBs were held in 1977, 1980, 1983, 1986 and 

1989. Each MWB maintained wage indexation, albeit with 

regular changes to the rate and manner of application. 

Nevertheless, as a consequence of wider degradation in 

economic performance, the 1986 and 1989 Boards introduced 

some changes to the minimum wage structure. Faced with 

increasing youth unemployment, the 1986 MWB reduced the 
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youth wage from 75% of the general labourer minimum wage 

to 50% (MWB, 1986:7). The 1989 MWB – attempting to 

manage declining productivity performance and increasing 

levels of business failure – introduced two reforms that looked 

towards greater deregulation of the minimum wage structure. 

The first formalised a long-term process of providing 

incentives to rural workers in the form of piece rates (MWB, 

1989:121). The second major change involved the introduction 

of employer “capacity to pay” considerations in making wage 

determinations. The effect was to allow the “ceiling” of the 

minimum rate to be varied upward or downward through 

bilateral collective bargaining (MWB, 1989:123). 

1992 MWB. The 1992 Minimum Wages board is generally 

regarded as a fundamental departure from the post-1972 system 

of centralised wage determination and indexation. Motivated 

by significant levels of urban unemployment (McGavin 

(2001:64) records a 35% unemployment rate in the National 

Capital District in 1992) and significant problems of rural-

urban population drift, the 1992 MWB introduced the 

following key reforms: 

1. Removal of the rural/urban wage differentiation. The new adult 

wage was set at the level of the previous adult rural minimum 

wage. For urban workers on the minimum wage this represented 

a reduction of two-thirds from K61.60 per week to K22.96 per 

week. This policy only applied to new employees, existing 

employees were to be paid the previous minimum.  

2. Removal of indexation. After an initial 2% adjustment, indexation 

was removed from the minimum wage, significantly changing the 

real value of the wage over time.  
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3. Introduction of collective bargaining. The new system introduced 

that any payments above the minimum wage should be based on 

productivity changes and negotiated between employers and 

employees (including respective organisations).  

Post-1992 MWBs. There was significant domestic and political 

turmoil in PNG during the period from 1992 to 2002 (Batten 

and Duncan, 2010; Batten, 2010). This turmoil affected the 

conduct of the MWB process and the impacts are complicated 

to retrace.4 The 1992 MWB reforms remained in-place until 

1997 when the National Government crafted a supplementary 

agreement to the 1992 MWB determination, increasing the 

minimum adult and youth wages by 7.5%. Thereafter, the 2000 

MWB attempted to remove the youth minimum wage 

altogether and increase the national minimum wage to K60.42 

per week. In addition, the minimum needs basis of a nuclear 

family “income unit” was reintroduced and the family unit was 

again redefined to be “a worker with at least four dependents” 

(MWB, 2000:78). Nevertheless, the determination was 

appealed against by the main PNG employer interest groups 

and was not formally promulgated. The exact proceedings 

thereafter are poorly detailed, but the next verifiable change 

occurs in 2005, with the introduction of the Supplementary 

Minimum Wage Agreement Award of K37.20 per week, 

expressed as K0.8455 per hour for a 44 hour week, and a 

national Youth Minimum Wage applicable to all new entrants 

to wage employment aged between 16 and 18 years of 75% of 

the National Adult Minimum Wage. The common working 

                                                        
4 Jones and McGavin (2016), Annex 2, “Minimum wage regulation in Papua 

New Guinea 1945-2014”, provides a detailed summary. 



 Wage Differentiation and Considerations beyond Wage Price in PNG  

61 
 

week was adjusted to 44 hours per week, for both rural and 

urban workers.  

The 2008 MWB determined that the minimum wage should 

be determined at an hourly rate and paid at K2.29 per hour, or 

K100.80 for a 44 hour week. This Determination removed the 

youth wage and expanded formal recognition for capacity-to-

pay by allowing employers in the formal agricultural sector to 

incorporate into minimum wage a factoring-in of imputed non-

wage components of agricultural employment (housing, school 

subsidies, and medical provision). This provision enabled an 

imputed rural minimum cash wage payment of K1.15 per hour 

(Jones and McGavin, 2016:A2-21). 

The 2014 MWB established a new National Minimum 

Wage of K3.20 an hour (that is K140.80 on a 44 standard hours 

work week). This minimum increased to K3.36 in 2015 and 

K3.50 in July 2016. The determination allowed a three-month 

grace period during which firms were able to make an 

application under an incapacity-to-pay principle. This principle 

allowed for a reduction of 25% of the National Minimum 

Wage. The agriculture sector was able to claim a reduction of 

50% of the National Minimum Wage (Jones and McGavin, 

2016:A2-22). 

Prevailing public policy issues and objectives 

As noticed in our introductory remarks, discussions of the 

outcomes of MWB can be misleading if they are isolated from 

the wider economic and social context within which the 

decisions were made and submissions were presented. Despite 

significant mis-identification and mis-application, the primary 
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objective of public policy in PNG has been the improvement of 

the welfare of its people through enhanced levels of economic 

and social development. This broad focus has been pursued 

through different policy approaches, which themselves have 

had specific but contextualised industrial and wage reform aims 

(see Chand, 2010). That is to say, proposed changes to the 

minimum wage structure were part of broader programs and 

these programs aimed to achieve policy objectives that were 

particularly relevant at the time. These objectives can be 

broadly divided into four key and interrelated themes: 

1. Decrease unemployment. From 1972-1992, unemployment was 

a significant concern for public policy makers in PNG. The 

concern is generally articulated in terms of achieving “internal 

balance” in circumstances where the economy was constrained 

by a fixed exchange rate and indexation of wages. In this 

context, government fiscal policy needs to be tightly controlled 

and increases in employment require significant and continual 

increases in firm-level productivity relative to inflation. In 

practice, the level of productivity declined throughout the 

period, resulting in very high levels of unemployment and 

underemployment, especially in urban regions. As evidence of 

this, Levantis (1997a:55) records that private sector 

employment was at the same level in 1995 as it was in 1968, 

against a four-fold increase in the population. Garanut and 

Baxter (1984), Duncan et al (1998) and McGavin (1991, 1997a) 

provide extensive overviews of these arguments. 

2. Decrease the incentive for rural-to-urban migration. During the 

period 1972-1992, there was a very large movement of mostly 

low-skilled labour from the rural to the urban sector. The 

significant differences between rural and urban minimum 

wages was consistently identified as a cause of this movement 
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(see Duncan and Lawson, 1997; Levantis, 2000). Public policy 

makers identified this movement as the key cause of rising 

problems of infrastructure congestion and unemployment. The 

latter was seen to result in decreased business investment and 

lower overall levels of economic growth. Levantis (1997a, 

1997b, 2000) provides the most extensive treatment of these 

issues.  

3. Increase formal employment through supporting external-

facing sectors. This policy focus differs from “unemployment”, 

because policies focusing on unemployment were historically 

concerned with urban populations. In contrast, this policy is 

directed towards enabling the rural population (88% of the 

national population) to meet its demand for more modern 

market goods and services. Given that this population has very 

low levels of formal skills, the policy focused on encouraging 

employment through boosting and stabilising export-orientated 

industries that relied on substantial low-skilled labour inputs. 

The formal estate agricultural sector has been consistently 

identified as being vital to employment and incomes in rural 

PNG. Alongside many other measures, wage control and 

industrial deregulation were seen as essential for the continued 

viability of this sector. Jones and McGavin (2016) and 

McGavin (1991, 1997b, 2001) explain these arguments in 

detail.  

4. Increase the flexibility of the economy to respond to economic 

shocks. From the early 1990s onwards, PNG has experienced 

multiple economic shocks brought about by internal events 

(fiscal management failures and natural disasters) and external 

shocks (changes in global demand and commodity prices). 

Public policy identified the need for increased flexibility in the 

structure of the economy and factors of production in order to 

adjust to these shocks. This flexibility included the ability to 
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adjust wage levels to reflect prevailing economic circumstances 

and the ability to negotiate at enterprise level regarding 

employment practices specific to the enterprise or firm. 

McGavin (2001) summarises these arguments.  

In practice these four themes overlap and have been 

pursued, often as secondary issues, alongside other policy 

measures in an attempt to increase the level of broad-based 

development in PNG. The next section addresses an article 

by an indigenous scholar now working in Australia, (Imbun, 

2015). At many points that article is representative of mis-

understandings of labour markets and labour resources 

development and capabilities as are commonly argued by 

advocates of wage regulation or re-regulation. 

Examination of Imbun (2015) in a National 

Capability Perspective 

This section examines the arguments raised by Imbun (2015) 

against wage deregulation in PNG. The purpose is to 

highlight that, when viewed in the context outlined in earlier 

sections of this chapter, the policies reflected a considered 

response to much wider public policy problems, and cannot 

reasonably be construed as a “neo-liberal mantra” (Imbun, 

2015:9). 

Argument 1 

Relative to other developing countries, the 

level of minimum wages in PNG was not high 

in 1992. 
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There is limited data available directly to respond to this 

claim. Using data from 2002-2004, Saget (2008) provides a 

comparison of 130 developed and developing countries in 

purchasing power parity terms. It is reasonable to take these 

data as reflective of prevailing wage rates prior to the PNG 

1992 MWB decision. Yet, even after the deregulation of 

1992, wages in PNG remain in the third lowest decile. In this 

position they sit above Malaysia and the Solomon Islands but 

below the Philippines and Indonesia.   

Several limitations in making comparisons with Saget 

(2008) data should be noted. First, it focuses on nominal 

wages. In reality, labour is viewed as a cost by employers, 

and it is reckoned in total cost terms. Labour on-costs for the 

formal sector in PNG are extensive. PNG employers are 

required to provide sick leave (6 days annually), long-service 

leave (accruing at the rate of 3.5 days annually) and annual 

leave (14 days).5 They are also required to pay overtime (at 

1.5 to 2 times the hourly rate) and superannuation (8.4% of 

gross remuneration). In addition to these regulations, 

structural problems in the economy require nearly all formal 

businesses to incur significant in-kind labour expenses 

relating to housing (due to shortages of land outside 

customary tribal ownership), poor transport services (due to 

weak infrastructure and high crime rates), and medical 

support (due to the poor quality and availability of health 

                                                        
5 These provisions are based on the Employment Act 1978. The figures 

are generic and relate to periods of continuous full-time employment. The 

provisions generally do not commence until an employee has completed 

six months of full-time employment.  
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services). These additions act to significantly increase the 

cost of labour in PNG. Jones and McGavin (2016:218) 

estimate that superannuation and leave provisions add at least 

10% to hourly wage costs.  

Secondly, and far more importantly, labour costs are best 

compared in terms of “unit labour costs”, which estimate the 

total cost of labour relative to the value of its output. There 

are multiple studies indicating that, throughout the period 

1980-1990, unit labour costs in PNG were high relative to 

other nations in the South Pacific, Southern Asia and South 

East Asia (see McGavin, 1991:126-139; McGavin, 1997; 

Duncan, 1996; Duncan and Lawson, 1997:42-50). This is a 

key indication that PNG was not an attractive place for 

international investments in labour intensive industries. 

Given prevailing public policy concerns with reducing 

unemployment and increasing the availability of formal wage 

employment, researchers identified these high unit labour 

costs as a significant problem. In such circumstances, the 

authors argued for a freeing-up of competition in the 

economy and the deregulation of wages. The purpose of these 

reforms was to increase the international competitiveness of 

PNG and, in so doing, encourage greater business investment. 

It was envisaged the latter would lead to increases in 

employment, especially of low-skilled labour – that is, 

increases in employment relative to an appropriate alternative 

level of employment. (It is important in making economic and 

employment comparisons to make these with reference to an 

appropriate counterfactual – that is what is meant by “relative 

to an appropriate alternative level of employment”.) 
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Argument 2 In real terms, minimum wage has degraded 

substantially since 1992.  

The argument of degradation in real minimum wages since 

1992 is irrefutable. As depicted in Figure 2.3 and Figure 2.4 

(pages 68 and 69), there was a significant deterioration in the 

real minimum wage from 1992-2008. This deterioration was 

primarily caused by prolonged periods of high inflation 

(annual average inflation over the period was 8.5%) and the 

1992 conflation of urban and rural minimum wages leading 

to a reduction in the urban minimum wage. The 1994 

deregulation of the Kina was a major contributing factor to 

inflation over the period 1994-1996 (see Duncan et al, 

1998:62-63).  

This decrease in real wages is quite evident in the 

measured real wage of low-skilled employees over the period 

1990-2013. Table 2.2 (page 70) depicts these calculations 

using three separate wage surveys: McGavin (1991), 

Levantis (2000) and Jones and McGavin (2016). It can be 

seen for the category of “low skilled” employees there has 

been a marked decline in real wages measured in 2013 Kina.  

Nevertheless, it should be noted that very few formal 

sector employees in PNG are paid at or below the minimum 

wage. Research undertaken during the 2013-2015 period by 

Jones and McGavin (2016), indicates that less than 5% of 

formal sector employees (private and public) received at or 

below the then gross nominal minimum wage of K2.29 per 

hour. In the formal private sector, approximately 15% of  
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Figure 2.3. PNG nominal minimum wages 1972-2014 (Kina per week). 

 

Source: Authors’ calculations using data drawn from BPNG Quarterly Economic Bulletin, McGavin, 1991, 2001;  

              Jones and McGavin, 2016. 
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Figure 2.4. PNG real minimum wages 1972-2014 (2013 Kina per week) 

Source: Authors’ calculations using data drawn from McGavin, 1991; McGavin, 2001; Jones and McGavin, 2016. 
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Table 2.2.  Real wages of low-skilled employees in 2013 Kina ‒ 1990-2013. 

 1990 1998 2013 
2013 

median 
Fortnightly average 

wage - low skilled 
631.03 376.26 336.6 241.3 

Sources: 1990 data: McGavin (1991:158); 1995 and 1998 data: Levantis (2000:5); 2013 data: Jones and McGavin  

                (2016:188). Historical nominal wages are reflated using BPNG CPI data.  
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employees received at or below the minimum wage (Jones 

and McGavin, 2016:191). This figure needs explanation.  

First, a significant quantity of those identified as receiving 

below the regulatory minimum wage are computational 

errors resulting from (researcher) over-estimation of working 

hours.6 Secondly, the majority of those earning the minimum 

wage are in the agricultural sector (70% of all agriculture 

workers earn the minimum wage). Nevertheless, this nominal 

cash wage is misleading because “real hourly wage” for 

agricultural workers is actually higher due to the heavy 

subsidisations of housing, electricity, health care and water 

(see Jones and McGavin, 2016:216). Finally, the figure does 

not include the total cost of employment leave, sick leave, 

long-service leave and superannuation.  

Even after incorporating the 2014 MWB increases – 

increasing to K3.50 per hour by mid-2016 (see Figure 2.4 

page 69), across all sectors the number of people receiving at 

or below the future minimum wage does not extend beyond 

15% (referring to data behind used in the graphic presentation 

of Figure 1.1 in Chapter 1). Based on the international 

comparisons presented in Eyraud and Saget (2005:105-106), 

this remains a small proportion of the workforce. The reason 

for this is that skilled labour is scarce in PNG and employers 

                                                        
6 Accurate data collection is difficult PNG. In some cases employers 

would only provide gross figures for employee fortnightly earnings. 

Hours of work were estimated from national standards (44 hours), 

resulting in people that had only worked a small quantity of hours 

apparently being paid a very low hourly rate. 
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are willing to pay a premium for these skills. This premium 

has consistently been paid since the 1960s (see Jones and 

McGavin, 2016:A2-3).  

Argument 3 

The 1992 deregulation of the minimum wage 

has not significantly increased the level of 

formal employment in PNG. 

Problems of data availability make it difficult to address this 

argument conclusively. In direct terms, Table 2.1 indicates 

that despite significant increases in the number of people in 

formal employment since 1990, there has been little change 

in terms of the number of people in formal wage employment 

as a percentage of the totals of the relevant population cohorts 

(that is, as a proportion of the in-scope population). This 

indicates that wage employment appears to have maintained 

an approximate stability in proportion to population growth. 

Given the prolonged period of declining real wages from 

1992-2011, and other things being constant, it would be 

expected that the level of formal employment would have 

increased at a faster rate over the period. Of course other 

things did not remain constant, and it is the “other things” 

that mainly explain the reason for the lack of a sustained 

increase in formal wage employment. (This, again, is an 

argument in terms of reference to an appropriate point of 

comparison, or “counterfactual”.) 

The BPNG quarterly employment index shows negligible 

growth between 1992-1998 (a movement from 94.0 to 94.9 

(1989=100)). As explained in Levantis (2000:21-22), the 

primary reason for this negligible change was a structural 
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decline in the formal agriculture sector (the largest provider 

of formal wage employment in PNG other than government 

employment) and the effects of the 1997 Asian Financial 

Crisis on formal employment in the forestry sector. He rightly 

points out that these changes were independent of the 1992 

deregulation. In contrast, Levantis (2000:24) indicates that, 

despite GDP growth of only 2.9% over the period 1993-1998, 

formal employment in the urban private sector grew by 

16.8%. Considering the significant economic shocks that 

occurred during the period, this is a significant achievement 

(see Levantis, 2002:23). 

It was not until 2003-2004 that the overall level of wage 

employment (rural and urban) increased noticeably. As 

indicated in Figure 2.5 (page 74), this increase was driven by 

an expansion in the mineral and hydrocarbon sector, which 

was itself augmented by significant increases (real and 

expected) in international commodity prices. If external 

factors have such impact on employment levels, “Why worry 

about the price of labour?” 

The short answer to the “Why worry about the price of 

labour?” is that that the basic premise of the question is 

wrong. The real benefit of the 1992 reform was not an 

increase formal employment, but a reduction the contraction 

in formal employment – and it is this that is the “appropriate 

counterfactual” for making a judgement about variations in 

wage levels. From 1992 to 2004, PNG experienced 

significant economic shocks. The lowering of the real wage 

offset widespread contraction of formal employment and – by 

association – contraction in informal employment. The  
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Figure 2.5. BPNG employment index 1990-2013, mineral and all other sectors compared. 

 

Source: Bank of Papua New Guinea, Quarterly Economic Bulletin, various issues.
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adjustment in real wages enhanced the flexibility of the 

labour market to respond to negative changes in aggregate 

demand. For a detailed exposition of this argument, see 

McGavin (2001:43-53). 

Figure 2.5 indicates that from 2004 there has been a 

significant increase in formal employment. Nevertheless, this 

increase has not exceeded the very high level of population 

growth since 2000, with the 2011 Census recording a 

population growth rate of 3.1% over the period 2000-2011 

(NSO, 2013). Moreover, given that GDP growth has 

averaged above 10% since 2005, it would be expected that 

there would have been a much larger uptake in formal wage 

employment. The most likely explanation for the lack of 

uptake are the factors outlined in the first section of this 

chapter. The vast majority of economic growth occurred in 

the mineral and hydrocarbon sector and the construction 

sector. These sectors rely on skilled and mobile labour. PNG 

has a deficit of skilled labour and labour mobility is 

significantly reduced due to poor transport networks and 

physical security problems at the site of work (INA, 2006; 

INA, 2008; INA, 2013). Lacking a ready pool of skilled 

labour, the companies hire in external labour markets, 

predominately Asian markets (Jones and McGavin, 2016). 

This skills deficit cannot be solved through changes to the 

minimum wage. It requires a broader labour resource strategy 

that focuses on increasing the capability of PNG citizens to 

engage in formal employment. This strategy needs to 

integrate with the planning phase of large resource and 

construction projects to provide incentives and capacity for 
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firms to use and train local labour (see, McGavin and Cao 

(2001), McGavin, Jones and Imbun (2001a), (2001b)).  

Argument 4 

Present minimum wage levels do not enable 

wage earners to meet basic needs (food, 

shelter and health). 

There is widespread agreement by union, government and 

employer representatives that it is very difficult to live on the 

minimum wage PNG. While acknowledging this, the 

implication does not follow that the minimum wage should 

be set so that the recipient is able to meet basic needs, be they 

the needs of the individual or a wider family unit. Star 

(1981:96-100) outlines in detail the difficulties involved in 

such an approach. Broadly, these be divided into two 

categories:  

1. The difficulty (impracticality) of defining a representative 

“need” and, thereafter, measuring and adjusting it. 

2. The problem that once needs are defined, the identified 

minimum wage so far exceeds prevailing minimum wages that 

it cannot be practically implemented.   

Both problems are readily evident in PNG. Historically 

MWBs in PNG have targeted a necessary living wage for a 

“family unit”. The composition of this family unit changed 

between 1972 and 1974 and again in 2008. In none of these 

cases was the change or the specification of “needs” linked to 

demographic or household income and expenditure surveys. 

If they were, the surveys would undoubtedly recognise that 

the majority of PNG households contain multiple wage and 
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income earners (Moratu, 1984). That is, the “needs” of the 

household are met by the total productive efforts of the 

household members. It is for this reason that PNG minimum 

wage earners are able to continue to live in urban regions – 

albeit often with hardship – despite their low real incomes. 

The minimum wage earner contributes to and draws upon 

wider household incomes. There are undoubtedly exceptions 

to this rule and many households rely on short-term loans but, 

in general, the low minimum wage can be maintained because 

it is not the sole source of cash income and subsistence 

produce in the household.  

Argument 5 
“Capacity to pay” wage determinations are not 

viable in PNG. 

Imbun (2015:147-149) argues that limited data on profits and 

outputs of firms, as well as power imbalances between 

employees (and employee bodies) and employers, make 

“capacity to pay” determinations non-viable in PNG. It is true 

that there is very limited data regarding firm-level 

productivity and profitability in PNG. The last Business 

Census was conducted in 2000 and the results have only 

recently been formally published. That said, there is nothing 

precluding the viability of capacity to pay considerations in 

minimum wage negotiations. In fact, there is indigenous 

experience in PNG of “collective bargaining” since at least 

the late 1950s, during which time indigenous workers 

collectives formed and negotiated employment conditions 

(Jones and McGavin, 2016:A2-3). The major change since 
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that time has been the dominance of central wage fixing and 

the overall decline of local unions.  

In contrast to Imbun (2015), it may be argued that the 

establishment of “capacity to pay” considerations should be 

at the forefront of all wage negotiations, but not in a 

distributive sense where employees and employers seek their 

“fair share”. Rather, “capacity to pay” needs to focus on 

employer and employee motivations for increasing the ability 

to pay higher wages, through increasing workplace 

productivity and value-adding. It is a focus on mutual efforts 

to find ways of increasing productivity that underpin the 

advocacy of the 1992 MWB in favour of collective 

bargaining. In the formal agriculture sector, the “capacity to 

pay” consideration is fundamental. Wage negotiations cannot 

occur without recognition of the very limited margins on 

which the sector operates in placing agricultural products in 

international markets, and the very significant social and 

economic impacts that would result from the closure of large 

estate plantations.  

Argument 6 

Declines in the minimum wage have not 

increased the level of foreign investment, 

international competitiveness and economic 

growth in PNG.  

There is insufficient data to prove or disprove this statement. 

That said, it is unlikely that changing the minimum wage 

would have a direct impact on foreign investment, 

international competitiveness and economic growth. Imbun 

(2015:147) draws attention to pro-deregulation arguments 
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that asserted high minimum wages discouraged investment in 

the export-oriented plantation and manufacturing sectors. In 

so doing, Imbun fails to recognise the context in which these 

arguments were presented. Economic change is dynamic and 

is impacted and influenced by multiple factors 

simultaneously. This multi-causal perspective can be seen in 

reading any of the works that argue for wage deregulation in 

PNG (Garnaut and Baxter, 1984; McGavin, 1991, 2001; 

Duncan and Lawson, 1997; Duncan et al, 1998). The analyses 

in these works are often of considerable length (> 50 pages) 

and present critical understandings of internal and external 

factors influencing PNG and policy options for dealing with 

these factors. As is clearly evidenced by these works, wage 

deregulation was simply one part of a wider program of 

reforms aimed at increasing the level of formal economic 

activity – particularly for the mass of the population with low-

level skills. Given that wage deregulation occurred at a time 

of significant social and economic turmoil in PNG, it would 

be highly unlikely that it could be identified as the sole cause 

of either positive or negative economic change.  

The argument for deregulation has not been simply about 

increases in economic growth but – particularly in the case of 

the formal agriculture sector – has been about preventing a 

contraction in economic activity. Wage policy in the 

agricultural sector, the largest private employer in PNG, is 

primarily focused on maintaining financial viability (see 

Jones and McGavin, 2016; INA, 2006). Sadly, this issue is 

very rarely discussed in academic and union debates about 

minimum wages. The reason for this is that urban jobs are 
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primarily in the public sector or the domestic non-traded 

formal sector and thus are largely shielded from employment-

contracting effects of increases in the minimum wage. (By 

“non-traded” we mean not traded internationally; whereas 

the formal agricultural sector largely deals with products that 

are traded internationally in markets that are internationally 

price-competitive.) This shielding from international wage-

price competition further occurs because the vast majority 

earn far above the minimum wage; and, secondly, because 

limited internal market and external market competition 

means that increased wages are simply passed onto 

consumers in the form of higher product prices. The result is 

that in urban areas wages remain stagnant in real wage terms. 

The impact in rural areas is less obvious but often far more 

telling. First, rural real incomes suffer through higher prices 

for cash commodities. Secondly, contraction in formal 

agriculture and formal agriculture supply chains reduces 

formal employment opportunities and the capacity to bring 

subsistence produce to markets. The result is both a shrinkage 

in real income and aggregate incomes, especially for rural 

areas. The poorest people in the country become poorer. 

Argument 7 

The present Minimum Wage Board system 

does not function effectively as a safeguard 

for wage levels in PNG. 

This statement is correct. The present MWB does not 

function effectively. From the period 1992 until 2005 there 

was no effective MWB decision. The 2008 MWB and the 

2014 MWB were each conducted in an ad hoc manner and 
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appeared to be unduly influenced by the personal preferences 

and prejudices of the people involved. Neither Board made 

its decision on the basis of detailed statistical analysis about 

prevailing employment levels, wage levels, inflation or 

productivity. They could not have, because the data did not 

exist.  

It is also true that the MWB system has failed to 

safeguard wage levels in PNG. This is clearly seen in the very 

significant declines in real minimum wages throughout the 

period 1992-2014. It is less clearly seen, but felt equally 

acutely, in the failure of MWBs to address issues other than 

wage price. MWBs have consistently failed to address and 

request that the Government target factors limiting the 

general level of formal wage employment and high inflation 

in PNG. These factors are the key inhibitors to increasing the 

welfare of PNG citizens and should be the central focus of 

policies relating to labour resources. They are addressed in 

the next section.  

Considerations beyond price 

The two fundamental labour resource challenges facing PNG 

are how to increase real wages for the entire population and 

how to increase market-based employment. The terms 

“formal employment” or “wage employment” are 

purposefully not used here, because the greatest opportunity 

for employment growth and productivity are most likely to be 

found in the rural population. The solution to both of these 

issues does not lie in wage prices, but in policies that remove 

existing constraints to enterprise and increase the capabilities 
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of the public sector to support overall economic growth and 

development in PNG (Jones and McGavin, 2016:253-296). 

The key to enhancing labour productivity in PNG is to 

make it easier for businesses (of all scales and all 

configurations) to invest, to make profits and to secure the 

returns from their endeavours. Existing constraints to 

enterprise in PNG currently inhibit these outcomes. They 

include: poorly maintained and poorly developed transport 

networks; limited and unreliable electrical and 

telecommunications infrastructure; poorly developed 

agricultural extension, marketing and supply chains; high 

crime levels; difficulties of securing access rights to land; 

limited and low quality formal education and health services; 

limitations faced by in-country producers arising from lack of 

foreign-exchange needed for procuring imported goods and 

services that are inputs for in-country production. Then add 

to this list, the attendant domestic political uncertainties and 

macro-economic mismanagement, combined with pervasive 

corruption (ADB, 2014; INA, 2006, 2008, 2013; Manning, 

1997; Levantis and Manning, 2002; Jones and McGavin, 

2001). These complex considerations overlap and are best 

addressed by coordinated public policies that are formulated 

and overseen by the public sector. Unfortunately, the 

capability of the public sector in PNG has diminished 

significantly since 1975 to the point that it often fails to 

perform basic functions (see, May, 2009). Until this public 

sector capability is rebuilt and the constraints to enterprise 

reduced, PNG will continue to produce unsatisfactory levels 

of unemployment, under-employment and wage growth. 
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Underlying these non-price reforms is recognition of 

their capability to increase the level of productivity in the 

broader economy and, in so doing, to increase the level of real 

wages. Nominal wage increases untied to productivity 

increases are unlikely to generate changes in real incomes for 

employees. Instead, they are likely to influence negatively the 

demand for labour (especially low-skilled labour) and – given 

a lack of domestic competition – be passed on to consumers 

in the form of higher product prices. An alternate and more 

sustainable option is for PNG to pursue enhancements in 

productivity that will enable reductions in the price of goods 

and services and increase the productive and distribution 

capacities for goods and services to be extended throughout 

the entire population, and not just urban hubs. It is mainly 

through enhancing the capacity and capability of all sectors 

of the PNG economy to produce and to consume lower-priced 

goods and services that PNG will meet its underling objective 

of improving the welfare of its people.  

Conclusion 

We have argued that minimum wage debates need to be 

viewed in terms of their wider economic, social and political 

contexts. Rather than being preoccupied with price, advocates 

of minimum wage reform have situated their arguments as part 

of wider, multi-part, policy programs designed to achieve 

national economic and social objectives. The fundamental 

objective has been to increase the economic wellbeing of the 

people of PNG. This chapter highlights the key role 

deregulation has played in insulating the majority of PNG wage 

and income earners from economic crises induced by external 



 Wage Differentiation and Considerations beyond Wage Price in PNG  

84 
 

shocks, internal political unrest and national fiscal 

mismanagement. It is this wider context, particularly the 

decline of the PNG state, which explains the prolonged under-

performance of the PNG economy and the low level of social 

and economic development experienced by its people.  
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