
PAPUA NEW
GUINEA
Table 1 2022
Population, million 10.1

GDP, current US$ billion 31.3

GDP per capita, current US$ 3088.7

National Poverty Ratea 39.9

Gini indexa 41.9

School enrollment, primary (% gross)b 116.0

Life expectancy at birth, yearsb 65.8

Total GHG emissions (mtCO2e) 64.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2009/10). National values.
b/ WDI for School enrollment (2018); Life expectancy
(2020).

The economy accelerated and reached the

pre-COVID level in 2022, with support

from both extractive and non-extractive

sectors. High commodity prices con-

tributed to a higher current account sur-

plus and additional fiscal revenue, but al-

so to elevated inflation that hurt poor and

vulnerable households. The government

continued to reduce the fiscal deficit in

2022, but additional progress would be

more challenging as commodity prices are

expected to moderate.

Key conditions and
challenges

Whilst the economy has more than
tripled in size since independence in
1975, real GDP per capita has increased
by only 0.9 percent per year – a low
growth rate in comparison to other lower
middle-income resource exporters. Eco-
nomic growth has been and continues
to be subject to significant upward and
downward swings, reflecting an acute
vulnerability to international commodity
price changes, and these swings tend to
be magnified rather than dampened by
the economic policies. The inclusivity of
recent growth has been limited by the
relatively high capital intensity of the re-
source sector and the lower performance
of the non-resource sector. The COVID-19
crisis has come on top of structural eco-
nomic challenges.
Weak human development outcomes pre-
sent missed opportunities for faster and
more inclusive economic growth. PNG has
one of the highest rates of stunting in the
world. It has one of the highest rates of
young people – soon numbering approxi-
mately two million individuals – who are
not in training, not in education, and not
in employment. Weak governance severely
constrains the ability to effectively manage
this challenging context. Fragility-related
risks are exacerbated by the socio-econom-
ic impact of exogenous shocks.
Socio-economic development is lagging
for large sections of the population. The

last available nationally representative
household survey, from 2010, suggested
that about 39 percent of the population
was living below the US$2.15 per day
(2017 PPP terms) poverty line and 74.2 per-
cent of the population could be considered
to be multidimensionally poor. According
to phone surveys conducted by the World
Bank in December 2021 and June 2022,
less than five percent of households re-
ported growth in household incomes and
to make ends meet, most households had
to use coping strategies such as spending
from savings or receiving financial sup-
port from friends and family. More than a
quarter of households experienced either
moderate or severe food insecurity over
the past twelve months.

Recent developments

High commodity prices and the removal
of COVID-19 restrictions spurred econom-
ic recovery in 2022. Following a sharp con-
traction in 2020, the economy is estimated
to have inched up by 0.1 percent in 2021,
before accelerating to 4.5 percent in 2022.
The significant improvement in interna-
tional prices of key export commodities
fueled growth in the extractive sector, af-
ter two consecutive years of decline. Em-
ployment increased 3.2 percent year-on-
year in 2022Q2, the highest rate since
2019Q2, with the construction sector post-
ing the sharpest increase, underpinning
the recovery of demand.
The government continued with fiscal con-
solidation to safeguard macroeconomic

FIGURE 1 Papua New Guinea / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 Papua New Guinea / Key fiscal and debt
indicators
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stability. The fiscal deficit is estimated to
have narrowed to 5.4 percent of GDP in
2022 from 6.8 percent of GDP in 2021.
However, most of the improvement came
from the resource revenue that increased
four-fold in nominal terms. Meanwhile,
the non-resource primary balance, a better
measure of underlying fiscal position not
affected by the volatile resource revenue,
has widened continuing historical patterns
of pro-cyclical policies. According to the
latest World Bank–IMF DSA, the country
remains at high risk of debt distress. Con-
ditional on the implementation of the au-
thorities’ plans for further fiscal consoli-
dation and conservative financing strate-
gies, PNG’s external and overall debt is
judged as sustainable.
Inflation remains elevated reaching 6.3
percent in 2022Q3 (core inflation was 5
percent). Since July 2022, the Bank of
PNG raised the policy rate by cumulative
50 basis points to 3.5 percent, recognizing
the need to contain inflationary pressures.
Driven by high commodity prices (es-
pecially oil and NLG), the external cur-
rent account surplus is estimated to have
reached a new record of over 30 percent
of GDP in 2022 and international reserves

covered about eleven months of imports
as of end 2022.
The impact of COVID-19 on the liveli-
hoods of the poor and vulnerable house-
holds was severe, according to five
rounds of a World Bank mobile phone
survey conducted between June 2020 and
June 2022. More than one-quarter of those
working in January 2020 were estimated
to have stopped working by December
2020, with no significant recovery across
2021. Analysis from the June 2022 survey
shows growth in agricultural jobs com-
pared to June 2021, but no recovery in
household incomes.

Outlook

Economic growth is projected to slow
down in 2023 due to lower global demand
and supply constraints due to planned
maintenance in extractive facilities and the
delayed reopening of the Porgera gold
mine. The non-extractive economy (70 per-
cent of GDP) is expected to post a robust
growth, especially in agriculture. The base-
line projection does not include potential

new resource mega-projects (Papua LNG,
P’nyang LNG, or Wafi-Golpu), so the
medium-term growth is expected to settle
at 3 percent. Meanwhile, the global econ-
omy remains fragile, and slower-than-ex-
pected economic growth could materialize
via lower demand for PNG’s exports and a
sharper reduction in commodity prices.
Further plans for fiscal consolidation
could become more challenging. No sub-
stantial resource revenue boost from com-
modity prices, compared to 2022, is ex-
pected in the coming years. Meanwhile,
containing expenditure growth becomes
more difficult, given the sizeable need for
human capital and infrastructure spend-
ing. Therefore, the government should
consider additional domestic revenue mo-
bilization, both from taxes and from high-
er collection of dividends from state enti-
ties in the resource sector.
High food and energy prices prevailing in
the international markets and inflationary
pressures in the major trading partners
imply that headline inflation will remain
elevated in 2023, although on a decelerat-
ing trend. Given the inflation, the real in-
comes of poor and near-poor households
are likely to stagnate.

TABLE 2 Papua New Guinea / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.2 0.1 4.5 3.7 4.4 3.1

Real GDP growth, at constant factor prices -2.9 0.1 4.5 3.7 4.4 3.1
Agriculture 4.7 4.5 4.9 4.2 4.3 3.6
Industry -7.5 -7.8 5.6 2.3 4.9 2.9
Services -1.3 5.5 3.5 4.6 4.0 3.1

Inflation (Consumer Price Index) 4.9 4.5 6.6 5.3 4.9 4.6

Current Account Balance (% of GDP) 19.4 21.9 33.2 22.7 22.9 21.9
Net Foreign Direct Investment Inflow (% of GDP) -3.5 -1.4 -1.2 -1.1 -1.2 -1.1

Fiscal Balance (% of GDP) -8.9 -6.8 -5.4 -4.3 -3.9 -2.3
Revenues (% of GDP) 14.7 15.0 15.8 17.1 16.6 17.0
Debt (% of GDP) 48.8 52.2 47.9 49.8 51.2 51.1
Primary Balance (% of GDP) -6.2 -4.3 -3.2 -1.9 -1.6 0.1

GHG emissions growth (mtCO2e) 0.4 0.5 0.5 0.5 0.5 0.6
Energy related GHG emissions (% of total) 11.9 11.8 11.7 11.5 11.3 11.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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