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Introduction
The Paper intends to share the Papua New Guinea’s (PNG) experience in the design and implementation of an Agricultural Structural Adjustment Policies, with particular reference to the Coffee Industry. The intents, outcomes and ongoing adjustments issues will be discussed in this briefing under different sub headings of this Paper.

Nature of agricultural adjustment – the issues
There are six pertinent issues that need discussing as set out in the following sub-sections.
Poor performance of the agriculture sector in the 1990s

In early 1990’s agriculture sector performed very poorly in terms of the total Revenue contribution to the country’s economy. Therefore, that resulted in successive government giving no to low priority to agriculture sector, until recently; the current government recognized the importance of this sector and developed policies giving priority to this sector as the way forward to grow PNG’s economy. 
Poor services to the rural population

The majority (80%) of the people in PNG live in the rural areas and heavily depend on agriculture produce (food and cash crops) as a means for survival. Agricultural produce (food & cash crops) are the main sources of income for the rural people. It was envisaged that through developing the agriculture sector, the people’s livelihood would be improved. However, this has never happened as it was evidenced by poor delivery of basic services in the past.
Capacity problems of public institutions 

The monies budgeted by the National Government for agricultural developments purposes in rural areas have not reached the rural mass.  Often these were used for the operations and management overheads of the then Department of Primary Industry (DPI) which has now changed to the Department of Agriculture & Livestock (DAL). 
This was done in the name of the service delivery. However, there were no tangible outcomes achieved for rural farmers, consequently leading to huge capacity gaps between NDAL and the Provincial Governments.  
Ineffective linkages at national and provincial government departments
The National Government Departments responsible for administering service delivery to the majority of the population in  the rural areas, where people’s livelihood depends heavily on agriculture, has been hindered by the legislative impediment of the Organic Law on Provincial Governments where their linkage and coordination is seriously compromised. 

This resulted in a lack of tangible services flowing to the people in the past. The inefficiency and ineffectiveness caused by the two layers of government’s machinery is because they do not yet see to eye in deliver these basic services.
Land tenure problems

97% of land in PNG is customarily owned, whilst 3% of the land is Government acquired land, and that is the major impediment to agriculture development in PNG. For any commercial scale agriculture development to take place the consent of the landowners must be sought and prior agreement must be in place otherwise, land compensation demands would pose further setback to the intended development. 
This has been the major setback in the past and it continues to be a recurring chronic problem for PNG.

Rural infrastructure failures 

Although it is not the agricultural institution’s role to address the above issues, deteriorating rural infrastructure (roads and bridges) has posed a serious impediment for services reaching the great majority of the people in the rural areas. On the same token, agriculture products could not reach markets which undermine income otherwise earned for poverty alleviation. 

The Government’s CRIP (commodity road improvement program) was a good concept but funds got bogged down in bureaucratic processes. 

The policies implemented to address the issues
There are several policies implemented by the Agriculture Sector and in particular by the Coffee Industry Corporation to address the issues as alluded to above.
Nationalisation and localisation

This policy promoted and ensures that the once expats owned commerce coffee plantations were localized and competent management of these plantations put in place. Skilled national plantation investors are beginning to emerge. Government funding under NADP are being used by the CIC now to address plantation rehabilitation programs. 
Corporatisation and Privatisation

In response to the structural adjustment polices, the Government embarked on the privatisation and corporatisation of state owned enterprises such as Commodity Boards in agriculture. That gave rise to the development of the CIC. A public company conferred with Regulatory powers & functions under an Act of Parliament. The Coffee Research Institute and the Coffee Development Agency was amalgamated and is now called the Coffee Industry Corporation Ltd. This model has proven its accountability and more focused approach to agriculture resource management. 

Decentralisation – Provincial & local level government 

This policy was developed purposely to ensure that services must be delivered right down to the Districts and LLG levels in the rural areas where the great majority of the people live. The role of District Administration and Local Level Government (LLG) is being enhanced with direct grants (K10 million per District) to increase deliver of these services.
Deregulation and liberalisation

The agricultural industries must be open up private sector investment, be free market driven and competition must be encouraged.  This is the sole purpose of this policy and it ensures that private sector participation is facilitated and encouraged. 

Floatation and devaluation of the Kina

Although, this policy has its negative effect in terms of devaluation of PNG’s currency (Kina), this policy has been adopted to encourage exports of commodity crops, as well the mineral, oil and gold exports to overseas markets for higher foreign exchange earnings for economy.
Land mobilisation

The crown land (3%) which is owned by the Government and leased for commercial plantations have not been adequately secured.  Therefore there are land ownership problems with traditional landowners. Customarily land has not been fully utilized for production of cash crops. Land mobilization policy which was formulated under World Bank intervention to free land from customary ownership for development has not been fully utilized because of violent opposition from certain faction of the community.  

Key points and aims of design  
The Coffee Industry Model is interesting. The 1991 Coffee Industry Board (CIB), Coffee Research Institute (CRI) and Coffee Development Agency (CDA) were amalgamated creating Coffee Industry Corporation (CIC) incorporated as a public company under the Companies Act.  At the same time Parliament executed CIC Act 1991 and empowered CIC as a Corporation to perform the Regulatory role of the industry. Such design was intended to:  
· ensure effectiveness and efficiency along private sector principles; and 

· insulate CIC from political interferences.

Outcomes in structural adjustment   
The outcomes of the structural adjustment have produced mixed results. Some results of this policy had negative effects whilst some produced positive results. For example, land mobilization to free land for development purposes did not proceed due to strong opposition. But on a positive note, restructuring of certain institutions such as CIC Ltd has save a lot of resources because funds can be deployed to priority areas as budgeted for fully accounted for on services delivered. 

On-going and emerging issues   
The amendment to Section 4 of CIC Act has given the Minister responsible limited powers to interfere within the CIC Ltd Board, and there is also a confusion on the identify and status of the CIC with respect to Government legislation. Because the CIC model is a public company, it however inherited certain statutory powers to regulate the industry which is the cause for confusion now. It needs to be addressed before the model is replicated to other sub-sectors in agriculture. 

Conclusions
Structural Adjustment in agriculture in PNG has been ongoing for past 30 years and is still being undertaken today through the Government’s reform, rationalisation and institutional development process. The performance of the agriculture sector especially coffee sub-sector is mixed.  
However, the lessons learned show private Sector driven economic policy can produce positive outcomes, whilst the Government can still provide its important role in facilitating the enabling environment and conducive stable regulatory framework for the economy to prosper into the future.  
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