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Executive Summary 
Access to financial services for the majority of Papua New Guinea’s poor and rural populations remains a 
challenge.  The purpose of this report is to document and evaluate business models for financial services 
available in Papua New Guinea (PNG) and beyond, with the aim of identifying appropriate models for 
improving access to financial services for people living in the remote Porgera Valley region in the PNG 
Central Highlands.  

PNG is home to a culturally diverse population, many of whom live in rural, and often remote, areas. 
The formal economy relies heavily on the resources sector, while it is estimated that the informal work 
force based on subsistence farming accounts for 75 to 85 per cent of people.  PNG remains one of the 
poorest countries in the world with low social indicators. Though there are a wide range of financial 
services and institutions operational in PNG, the unbanked population is estimated at approximately 
85%. In recent years, however, Microfinance institutions (MFIs) have had some success in reaching the 
unbanked poor in rural areas to provide microfinance services. 

Similarly, for communities living in the Porgera Valley, a large percentage have no access to financial 
services, whether it be everyday banking for deposits and withdrawals or longer term savings and 
microcredit services. Constraints to the supply of financial services in Porgera have historically included 
the geographical remoteness of the area and associated high costs of financial service operation, law 
and order security concerns, limited telecommunications and unreliable infrastructure services.   

Initial investigations suggest that demand for financial services, particularly savings, would appear to be 
very high in Porgera due the fact that the economy is largely cash based and there are very few financial 
services available or accessible in the region. Though a need for everyday microfinance alternatives has 
been identified in the Porgera community, improving general access to financial services is also a 
pressing need, which would contribute to the long term financial sustainability of this mining based 
community. 

An important step in determining appropriate business models for financial services and possible 
implementation partners has been to identify the range and role of financial services stakeholders 
currently operating in PNG. These include; commercial banks, licensed and non licensed MFI’s, Savings 
and Loans Societies, cooperatives, superannuation funds, insurers, a growing investment market, and 
with the introduction of PNG’s first mobile phone banking service (M-banking), telecommunications 
companies.  

The regulatory environment in PNG is constantly evolving with an impact on the development and 
delivery of financial services to the unbanked.  In the last decade, the PNG financial sector received an 
overhaul, while the telecommunications sector was also reformed in 2007 and opened for competition. 
More established financial stakeholders such as the commercial banks and licensed financial institutions 
are regulated by the Bank of Papua New Guinea (BPNG). The liberalisation of the telecommunications 
industry in PNG has immense significance for the potential to make financial services more inclusive 
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through m-banking.  However, a lack of clear regulations guiding telecommunications companies and 
partner banks in relation to M-banking models is still to be addressed.    

Through extensive desk based research, several business models for financial services within PNG and 
beyond have been identified as potentially suitable for the Porgera context.  They include:  

- Branch model 
- Community Funds 
- Electronic banking 
- M- banking led by a financial institution (FI) 
- M- banking led by a non FI 
- Rural banking through mobile branch banking 

The limitations and benefits of each model have been assessed according to several criteria; security; 
inclusiveness; costs; reliability; accessibility; and flexibility. Likewise the implementation and impact 
horizons have been evaluated according to the time it may take implement and the potential of the 
particular business model to contribute to the short and/or long term financial sustainability of the 
community once implemented. 

In the context of Porgera, it has been established through primary investigations that the most suitable 
business models for financial services would include as many of the following criteria: 

- Highly secure and safe for the consumer and the provider 
- Inclusive of the unbanked population, i.e. relatively low eligibility requirements 
- Relatively low cost (affordable) both for service provider to implement and for user to access 
- Accessible, i.e. services located in the Porgera Valley  
- Offering necessary services such as transfers, deposit, withdrawal of cash, and most importantly 

saving products to improve long term economic sustainability of the community 

Considering these criteria, two options have been presented as a way forward for improved financial 
services access and long-term economic development and sustainability. The final implementation 
strategy recommended was based on two options, a “bottom-up” and “top-down” approaches, which 
could be implemented jointly or separately. The “bottom-up” approach aims to empower the 
communities by developing and strengthening existing community groups or associations by providing 
them with i) a range of necessary financial services and technical assistance to the local communities, 
especially a means for saving and depositing money and ii) investment options to support the 
sustainable development of the community. The “top-down” approach aims to maximise the outreach 
of financial services to the unbanked in Porgera through a mobile phone banking model, based on the 
development of a solid partnership structure. 

While the BMFS report does make some suggestions with regards to potential partners for 
implementation of the above recommendations, they are preliminary and will require further 
investigation before potential implementation.  
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