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2018 Budget Must Be Credible
“Re-building confidence in the PNG economy is vital for higher levels of
investment and growth.One important element of re-building
confidence is to have a credible 2018 Budget.” The statement was
made by the Shadow Minister for Treasury & Finance Ian Ling-Stuckey
at a community development forum at Noipuas village in the Lavongai
LLG area in kavieng on Thursday 9th November 2017.
“The recent 100-day plan put out by the Minister for Treasury, Charles
Abel, had a serious error in its very first dot point ‘1)’. This was an
unrealistic claim that the Supplementary Budget would reduce the
debt to GDP ratio back to 30%. This appears to be a K1.6 billion error
that was never achievable. Such mistakes undermine and even hurt
PNG’s economic credibility” said the Shadow Treasurer.
Mr Ling-Stuckey said the 2017 Supplementary Budget did not reduce
the debt to GDP ratio back to the 30% level. Indeed, under still very
optimistic assumptions, the debt to GDP ratio was only reduced back
to 32.1%. Treasurer Abel’s Supplementary Budget misses this debt target
by a massive K1.6 billion. This is the difference between the debt target
under the 100-day plan and the Supplementary Budget (2.1% of GDP
extra debt with GDP estimated at K74.6bn in the 2017 Budget).
The Shadow Treasurer stated “Another part of the first dot point in the
Abel 100-day plan claimed the 2017 deficit will be 2.5% of
GDP.However, the 2017 Supplementary Budget is still based on the
assumption of K850m in dividend payments. At the time of the mid-year
update by PNG Treasury, not a single toea of this had been received.
Statutory Authorities and State Owned Enterprises cannot afford to
both pay such huge dividends and also meet their obligations to
provide services. The dividend figures are not realistic and are over-

estimated by hundreds of millions of Kina. This will add to the deficit
level and the debt burden”
Mr Ling-Stuckey said “In addition, Treasurer Abel promised in the 100day plan to maintain the Ward Service Improvement Program. In
reality, he well, told a porky! He took away the K64.42 million from every
single ward member in the country, including PNC ward members and
those that campaigned and put him back for a third term. Trust is not
built, it erodes, when you say you will do one thing in a 100-day plan
and then do something very different in the budget.It certainly does
not restore confidence in the economy.”
The Shadow Minister for Treasury and Finance said the World Bank is not
convinced that the Treasurer’s Supplementary Budget is credible. In its
most recent forecasts, released 7 days after the Supplementary
Budget, the World Bank estimates the deficit will be 3.2% in 2017. Of
even greater concern, the size of the deficit is expected to increase to
3.5% in 2019 and 2020.
He said the World Bank currently estimates debt levels will increase to
40.5% of GDP by 2020.The Supplementary Budget adjusted the Fiscal
Responsibility Act to aim for a return to a 30% debt ratio over the
medium-term. The international umpires at this stage have their doubts
and are forecasting differently.
“At this stage, the Minister for Treasury, has a lot more to do to convince
the economic community that his budget approach is going to
work.The government must work harder to close its massive credibility
gap shown over the last 3 months.There are very high expectations and
requirements of the 2018 National Budget and for the sake of struggling
businesses, struggling families and ordinary citizens, the government
must get it right this time” said Mr Ling-Stuckey
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